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This Prospectus relates to the offer and sale (the “Offer”) of 800,000,000 common shares of the Company with a par 

value of ₱1.00 per share of Axelum Resources Corp. (“Axelum”, “ARC”, or the “Company”, the “Group”), a 

corporation organized under Philippine law. The Offer Shares will comprise of: (a) 700,000,000 Shares, consisting 

of: (i) 400,000,000 Treasury Shares, and (ii)  300,000,000 new Common Shares,  to be issued and offered by way of 

a primary offer (the “Primary Offer”); and (b)  100,000,000 existing Common Shares offered by CP Compass 

Singapore Pte. Ltd. (the “Selling Shareholder”) pursuant to a secondary offer (the “Secondary Offer”). 

 

The Offer Shares will be listed and traded on the Main Board of the Philippine Stock Exchange, Inc. (“PSE” or the 

“Exchange”) under the trading symbol “AXLM”. See “Plan of Distribution”. 

 

The Offer Shares will be offered at a price of ₱5.00 per Offer Share (the “Offer Price”). The determination of the 

Offer Price is further discussed on page 52 of this Prospectus and was determined through a book building process 

and discussions between the Company and First Metro Investment Corporation (“First Metro”), the Issue Manager, 

Bookrunner, and together with BPI Capital Corporation (“BPI Capital”) the Joint Lead Underwriters. See 

“Determination of the Offer Price” on page 52of this Prospectus. The Offer Shares shall be Common Shares of the 

Company. A total of 4,000,000,000 Common Shares will be outstanding after the Offer.  The Offer Shares will 

comprise of 20.00% of the outstanding Common Shares after the Offer. 

 

Pursuant to its amended articles of incorporation approved by the SEC on February 8, 2017, the Company has an 

authorized capital stock of ₱5,000,000,000 divided into (a) 4,000,000,000 Common Shares with a par value of ₱1.00 

per share and (b) 1,000,000,000 Redeemable Preferred Shares with par value of ₱1.00 per share, of which 

3,300,000,000 Common Shares are outstanding and fully paid, excluding treasury shares.  

 

Based on an Offer Price of ₱5.00 per Offer Share, the total gross proceeds to be raised from the sale of the Offer 

Shares will be approximately ₱4,000 million. The estimated net proceeds to be raised by the Company from the 

Primary Offer (after deducting fees and expenses payable by the Company of approximately ₱280 million) will be 

approximately ₱3,220 million and the estimated net proceeds to be raised by the Selling Shareholder (after 

deducting fees and expenses payable by the Company of approximately ₱46 million) will be approximately ₱454 

million. The Company intends to use the net proceeds it receives from the Primary Offer for the funding of strategic 

acquisitions, expanding its domestic and international distribution networks, installation of new manufacturing 

facilities for new products and improvement and expansion of manufacturing facilities, retirement of loan from 

Metropolitan Bank & Trust Company which is the parent company of First Metro Investment Corporation, the Issue 

Manager, Bookrunner and Lead Underwriter, reduction of payables, and other capital expenditure requirements. For 

a more detailed discussion on the proceeds from the Primary Offer and the Company’s proposed use of proceeds, 

please see “Use of Proceeds” beginning on page 45 of this Prospectus.  
 

The Issue Manager and the Joint Lead Underwriters (as defined below) will receive a transaction fee from the 

Company equivalent to 2.50% of the gross proceeds from the sale of the Offer Shares, inclusive of the amounts to be 

paid to the Selling Agents such as the PSE Trading Participants. For a more detailed discussion on the fees to be 

received by the Issue Manager and the Joint Lead Underwriters, see “Plan of Distribution” beginning on page 192 of 

this Prospectus. 

 

Each holder of Common Shares will be entitled to such dividends as may be declared by the Company’s Board of 

Directors (the “Board” or “Board of Directors”), provided that any share dividends declaration requires the approval 

of shareholders holding at least two-thirds of its total “outstanding capital stock”. The Revised Corporation Code of 

the Philippines, Republic Act No. 11232 (the “Revised Corporation Code”), has defined “outstanding capital stock” 

as the total shares of stock issued under binding subscription contracts to subscribers or stockholders, whether fully 

http://www.axelum.ph/


iii 

 

or partially paid, except for treasury shares. Dividends may be declared only from the Company’s unrestricted 

retained earnings. The Company has adopted a dividend policy of distributing 15% of the reported net income of the 

immediately preceding fiscal year, payable primarily in cash. However, the Board of Directors, in its discretion may 

decide to declare dividends to be payable in property or shares. Such periodic regular cash or stock dividend 

declaration shall be subject to any retained earnings restricted for expansion, if any, or other purposes. Dividends 

shall, at all times, be subject to the final approval of the Company's Board of Directors. In the case of stock 

dividends, it should have been approved by at least 2/3 of the Company’s total outstanding capital stock at a regular 

or special meeting called for the purpose. The Company shall likewise conduct a periodic review of the available 

unrestricted balance of retained earnings for purposes of earmarking surplus for future capital expenditures or for 

distributing the same as special cash or stock dividends. The Company's Board of Directors shall periodically 

review, amend, or update the foregoing dividend policy. The Company can give no assurance that it will pay any 

dividends in the future. Please see “Dividends and Dividend Policy” beginning on page 50 of this Prospectus.  

 

560,000,000 of the Offer Shares (or 70% of the Offer Shares) are being offered and sold at the Offer Price to 

qualified institutional buyers (“QIBs”) in the Philippines. 160,000,000 of the Offer Shares (or 20% of the Offer 

Shares) are being offered to all of the trading participants of the PSE (the “PSE Trading Participants”) and 

80,000,000 of the Offer Shares (or 10% of the Offer Shares) are being offered to local small investors (“Local Small 

Investors” or “LSIs”) in the Philippines.  Prior to the closing of the Offer, any allocation of Offer Shares not taken 

up by the QIBs, PSE Trading Participants and LSIs shall be distributed by the Underwriter[s] to their clients or to 

the general public. Pursuant to their firm underwriting commitments for the Offer, Offer Shares not taken up by the 

QIBs, PSE Trading Participants, LSIs, the clients of the Underwriter[s], or the general public shall be purchased by 

the Issue Manager and the Joint Lead Underwriters pursuant to the terms and conditions of the Underwriting 

Agreement. 

 

All of the Common Shares issued and to be issued or sold pursuant to the Offer have identical rights and privileges. 

The Common Shares may be owned by any person or entity regardless of citizenship or nationality, subject to the 

nationality limits under Philippine law. The Philippine Constitution and related statutes set forth restrictions on 

foreign ownership for companies engaged in certain activities.  

 

No dealer, salesman, or any other person has been authorized to give any information or to make any representation 

not contained in this Prospectus. If given or made, any such information or representation must not be relied upon as 

having been authorized by the Company, the Issue Manager or the Joint Lead Underwriters. The distribution of this 

Prospectus and the offer and sale of the Shares may, in certain jurisdictions, be restricted by law. The Company, the 

Issue Manager, and the Joint Lead Underwriters require persons into whose possession this Prospectus comes, to 

inform themselves of and observe all such restrictions. This Prospectus does not constitute an offer of any securities, 

or any offer to sell, or a solicitation of any offer to buy any securities of the Company in any jurisdiction, to or from 

any person to whom it is unlawful to make such offer in such jurisdiction. 

 

The information contained in this Prospectus relating to the Company and its operations has been supplied by the 

Company, unless otherwise stated herein. To the best of its knowledge and belief, the Company, which has taken 

reasonable care to ensure that such is the case, confirms that the information contained in this Prospectus relating to 

it and its operations is correct, and that there is no material misstatement or omission of fact which would make any 

statement in this Prospectus misleading in any material respect and that the Company hereby accepts full and sole 

responsibility for the accuracy of the information contained in this Prospectus with respect to the same. The 

Company and the Issue Manager, Bookrunner and Joint Lead Underwriters have exercised due diligence in 

ascertaining that all material representations contained in the Prospectus, its amendments and supplements, are true 

and correct, and that no material information was omitted which was necessary in order to make the statements 

contained in the aforementioned documents not misleading, but do not make any representation, express or implied, 

as to the accuracy or completeness of the materials contained herein. The Issue Manager, Bookrunner and Joint Lead 

Underwriters, have made all reasonable enquiries, confirm that this document contains all information with respect 

to the Company, the Issue Manager, Bookrunner and Joint Lead Underwriters, and the Offer Shares which is 

material in the context of the issue and offering of the Offer Shares, that the information contained herein is true and 

accurate in all material respects and is not misleading, that the opinions and intentions expressed herein are honestly 

held and have been reached after considering all relevant circumstances and are based on reasonable assumptions, 

that there are no other facts, the omission of which would, in the context of the issue and offering of the Offer 

Shares, make this document as a whole or any of such information of such information or the expression of any such 
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opinions or intentions misleading in any material respect and that all reasonable enquiries have been made by the 

Company to verify the accuracy of such information. No representation, warranty or undertaking, express or 

implied, is made by the Issue Manager and the Joint Lead Underwriters, and no responsibility or liability is accepted 

by any thereof to the accuracy, adequacy, reasonableness or completeness of the information and materials 

contained herein (excluding any and all information pertaining to the Issue Manager and the Joint Lead 

Underwriters) or any other information provided by the Company in connection with the Offer Shares, their 

distribution or their future performance. The Issue Manager and the Joint Lead Underwriters do not make any 

representation or warranty, expressed or implied, as to the accuracy or completeness of the information contained in 

this Prospectus. 
 

Unless otherwise indicated, all information in this Prospectus is as of the date of this Prospectus. Neither the 

delivery of this Prospectus nor any sale made pursuant to this Prospectus shall, under any circumstances, create any 

implication that the information contained herein is correct as of any date subsequent to the date hereof or that there 

has been no change in the affairs of the Company since such date. 

 

The Issue Manager and the Joint Lead Underwriters and the Company have exercised the required due diligence to 

the effect that, and, the Company confirms that to the best of its knowledge and belief after having taken reasonable 

care to ensure that such is the case, in ascertaining that all material representations, including its amendments and 

supplements, if any, contained in this Prospectus as of the Listing Date are true and correct as of the date of this 

Prospectus and that no material information was omitted, which was necessary in order to make the statements 

contained herein as of the Listing Date not misleading. The Issue Manager, Bookrunner and Joint Lead Underwriters 

assume no liability for any information supplied by the Company in relation to this prospectus. 

 

Each person contemplating an investment in the Shares should make his own investigation and analysis of the 

creditworthiness of the Company and his own determination of the suitability of any such investment.  

 

Before making an investment decision, investors should carefully consider the risks associated with an investment in 

the Common Shares. These risks include: 

 

 Risks relating to the Company’s business; 

 Risks relating to the Philippines; 

 Risks relating to the Offer and the Offer Shares; 

 Risks relating to certain statistical information in this Prospectus. 

 

Please refer to the section entitled “Risk Factors” beginning on page 27 of this Prospectus, which, while not 

intended to be an exhaustive enumeration of all risks, must be considered in connection with a purchase of the Offer 

Shares. 

 

An application for listing of the Offer Shares was approved on August 28, 2019 by the Board of Directors of the 

PSE, subject to the fulfilment of certain listing conditions. The PSE assumes no responsibility for the correctness of 

any statements made or opinions expressed in this Prospectus. The PSE makes no representation as to its 

completeness and expressly disclaims any liability whatsoever for any loss arising from reliance on the entire or any 

part of this Prospectus. Such approval for listing is permissive only and does not constitute a recommendation or 

endorsement of the Offer Shares by the PSE or the Securities and Exchange Commission of the Philippines (the 

“SEC”). Prior to the Offer, there has been no public market for the Shares. Accordingly, there has been no market 

price for the Common Shares derived from day to day trading. 

 

An application was made to the SEC to register the Offer Shares under the provisions of the Securities Regulation 

Code of the Philippines (Republic Act No. 8799) (the “SRC”). Subsequently, the SEC issued a pre-effective 

clearance on August 18, 2019. Any approval for registration of the Offer Shares by the SEC does not constitute a 

recommendation or endorsement of the Offer Shares by the SEC. 

 

The Offer Shares are offered subject to receipt and acceptance of any order by the Company and subject to its right 

to reject any order in whole or in part. It is expected that the Offer Shares will be delivered in book-entry form 

against payment to the Philippine Depository and Trust Corporation (the “PDTC”) on or about October 2, 2019. 
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ALL REGISTRATION REQUIREMENTS HAVE BEEN MET AND ALL INFORMATION CONTAINED 

HEREIN ARE TRUE AND CURRENT. 

 

 

By: 

 

(SGD.) 

HENRY J. RAPEROGA 
President 

 

 

REPUBLIC OF THE PHILIPPINES ) 

CITY OF MAKATI   ) S.S. 

 

 

BEFORE ME, a notary public in and for the city named above, personally appeared with Passport No. P5703542A 

issued at DFA NCR South on January 20, 2018, who was identified by me through competent evidence of identity to 

be the same person who presented the foregoing instrument and signed the instrument in my presence, and who took 

an oath before me as to such instrument. 

 

Witness my hand and seal this 20
th

 day of September 2019 at Makati City, 

 

 

 

Doc No. 382: 

Page No. 78: 

Book No. IX: 

Series of 2019 

 

 

(SGD.) 

JAMIE KATRINA F. CHAN 

Appointment No. M-223 

Notary Public for Makati City 

Until December 31, 2019 

Liberty Center-Picazo Law 

104 H.V. Dela Costa Street, Makati City 

Roll No. 70089 

PTR No. 7339297/Makati City/01-06-2019 

IBP No. 060469/PPLM/01-03-2019 

MCLE Compliance No. VI-0025845/05-15-2019 
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No representation or warranty, express or implied, is made by the Company, the Issue Manager, and the Joint Lead 

Underwriters, regarding the legality of an investment in the Offer Shares under any legal, investment or similar laws 

or regulations. No representation or warranty, express or implied, is made by the Issue Manager and the Joint Lead 

Underwriters as to the accuracy or completeness of the information herein and nothing contained in this Prospectus 

is, or shall be relied upon as, a promise or representation by the Issue Manager and the Joint Lead Underwriters. The 

contents of this Prospectus are not investment, legal or tax advice. Prospective investors should consult their own 

counsel, accountant and other advisors as to legal, tax, business, financial and related aspects of a purchase of the 

Offer Shares. In making any investment decision regarding the Offer Shares, prospective investors must rely on their 

own examination of the Company and the terms of the Offer, including the merits and risks involved. Any 

reproduction or distribution of this Prospectus, in whole or in part, and any disclosure of its contents or use of any 

information herein for any purpose other than considering an investment in the Offer Shares is prohibited. 

 

THE OFFER SHARES ARE BEING OFFERED IN THE PHILIPPINES ON THE BASIS OF THIS 

PROSPECTUS ONLY. ANY DECISION TO PURCHASE THE OFFER SHARES IN THE PHILIPPINES 

MUST BE BASED ONLY ON THE INFORMATION CONTAINED HEREIN. 

 

No person has been authorized to give any information or to make any representations other than those contained in 

this Prospectus and, if given or made, such information or representations must not be relied upon as having been 

authorized by the Company, the Issue Manager or the Joint Lead Underwriters. This Prospectus does not constitute 

an offer to sell or the solicitation of an offer to purchase any securities other than the Offer Shares or an offer to sell 

or the solicitation of an offer to purchase such securities by any person in any circumstances in which such offer or 

solicitation is unlawful. Neither the delivery of this Prospectus nor any sale of the Offer Shares offered hereby shall, 

under any circumstances, create any implication that there has been no change in the affairs of the Company since 

the date hereof or that the information contained herein is correct as of any time subsequent to the date hereof. 

 

Market data used throughout this Prospectus has been obtained from market research, reports and studies, publicly 

available information and industry publications. Industry publications generally state that the information that they 

contain has been obtained from sources believed to be reliable but that the accuracy and completeness of that 

information is not guaranteed. Similarly, industry forecasts, market research and the underlying economic 

assumptions relied upon therein, while believed to be reliable, have not been independently verified, and none 

among the Company, the Issue Manager and the Joint Lead Underwriters make any representation as to the accuracy 

of that information. 

 

The operating information used throughout this Prospectus has been calculated by the Company on the basis of 

certain assumptions made by it. As a result, this operating information may not be comparable to similar operating 

information reported by other companies. 

 

The distribution of this Prospectus and the offer and sale of the Offer Shares in certain jurisdictions may be 

restricted by law. The Company, the Issue Manager and the Joint Lead Underwriters require persons into whose 

possession this Prospectus comes to inform themselves about and to observe any such restrictions. This Prospectus 

does not constitute an offer of, or an invitation to purchase, any of the Offer Shares in any jurisdiction in which such 

offer or invitation would be unlawful. Each prospective purchaser of the Offer Shares must comply with all 

applicable laws and regulations in force in any jurisdiction in which it purchases, offers, sells or resells the Offer 

Shares or possesses and distributes this Prospectus and must obtain any consents, approvals or permissions required 

for the purchase, offer, sale or resale by it of the Offer Shares under the laws, rules and regulations in force in any 

jurisdiction to which it is subject or in which it makes such purchases, offers, sales or resales, and none among the 

Company, the Issue Manager or the Joint Lead Underwriters shall have any responsibility therefor. 
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The Company reserves the right to withdraw the offer and sale of Offer Shares at any time, and the Issue Manager 

and the Joint Lead Underwriters reserve the right to reject any commitment to subscribe for the Offer Shares in 

whole or in part and to allot to any prospective purchaser less than the full amount of the Offer Shares sought by 

such purchaser. If the Offer is withdrawn or discontinued, the Company shall subsequently notify the SEC and the 

PSE. The Issue Manager and the Joint Lead Underwriters and certain related entities may acquire for their own 

account a portion of the Offer Shares. 

 

Each offeree of the Offer Shares, by accepting delivery of this Prospectus, agrees to the foregoing. 

 

Conventions which apply to this Prospectus 

 

In this Prospectus, unless otherwise specified or the context otherwise requires, all references to the “Company” are 

to Axelum Resources Corp. and all references to the “Group” pertain to Axelum and all the related entities and 

subsidiaries incorporated for the purpose of conducting the principal business of the Group, as a whole. All 

references to the “Philippines” are references to the Republic of the Philippines. All references to the “Government” 

are to the national government of the Philippines. All references to “Philippine Peso”, “Pesos” and “₱” are to the 

lawful currency of the Philippines. 

 

The items expressed in the Glossary of Terms may be defined otherwise by appropriate government agencies or 

regulations from time to time, or by conventional or industry usage. 

 

Presentation of Financial Information 

 

The Company’s financial statements are reported in Philippine Peso and are prepared based on its accounting 

policies, which are in accordance with the Philippine Financial Reporting Standards (“PFRS”) issued by the 

Financial Reporting Standards Council of the Philippines. PFRS include statements named PFRS, Philippine 

Accounting Standards and Philippine Interpretations of International Financial Reporting Interpretations Committee. 

 

The financial information for the Company as of and for the three months ended 31 March 2019 and 2018, and as of 

and for the years ended 31 December 2018, 2017, and 2016 represent the accounts of the Company. Unless 

otherwise stated, all financial information relating to the Company contained herein is stated in accordance with 

PFRS. 

 

Figures in this Prospectus have been subject to rounding adjustments. Accordingly, figures shown in the same item 

of information may vary, and figures which are totals may not be an arithmetic aggregate of their components. 

 

The Company’s fiscal year begins on 1 January and ends on 31 December of each year. R.G. Manabat & Co. 

(“KPMG”) has examined the audited financial statements as of and for the three months ended 31 March 2019 and 

2018, and as of and for the years ended 31 December 2018, 2017, and 2016. 
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FORWARD LOOKING STATEMENTS 

 

 

This Prospectus contains forward-looking statements that are, by their nature, subject to significant risks and 

uncertainties. These forward-looking statements include, without limitation, statements relating to: 

 

 known and unknown risks, 

 uncertainties and other factors that may cause the Company’s actual results, performance or achievements 

to be materially different from expected future results, and 

 performance or achievements expressed or implied by forward-looking statements. 

 

Such forward-looking statements are based on numerous assumptions regarding the Company’s present and future 

business strategies and the environment in which the Company will operate in the future. Important factors that 

could cause some or all of the assumptions not to occur or cause actual results, performance or achievements to 

differ materially from those in the forward-looking statements include, among other things: 

 

 The Company’s ability to successfully implement its strategies; 

 The Company’s ability to anticipate and respond to economic and market trends, including changes in the 

Philippines, USA, Australia or other global economies; 

 Changes in rates, inflation rates and foreign exchange rates of the Peso against other currencies; and 

 Changes in the laws, rules and regulations, including tax laws and licensing requirements, in the 

Philippines, USA, Australia or other global economies. 

 

Additional factors that could cause the Company’s actual results, performance or achievements to differ materially 

from forward-looking statements include, but are not limited to, those disclosed under “Risk Factors” and elsewhere 

in this Prospectus. These forward-looking statements speak only as of the date of this Prospectus. The Company, the 

Issue Manager, and the Joint Lead Underwriters expressly disclaim any obligation or undertaking to release, 

publicly or otherwise, any updates or revisions to any forward-looking statement contained herein to reflect any 

change in the Company’s expectations with regard thereto or any change in events, conditions, assumptions or 

circumstances on which any statement is based. 

  

This Prospectus includes statements regarding the Company’s expectations and projections for future operating 

performance and business prospects. The words “believe,” “plan,” “expect,” “anticipate,” “estimate,” “project,” 

“intend,” “seek,” “target,” “aim,” “may,” “might,” “will,” “would,” “could,” and similar words identify forward-

looking statements. In addition, all statements other than statements of historical facts included in this Prospectus are 

forward-looking statements. Statements in this Prospectus as to the opinions, beliefs and intentions of the Company 

accurately reflect in all material respects the opinions, beliefs and intentions of its management as to such matters as 

of the date of this Prospectus, although the Company gives no assurance that such opinions or beliefs will prove to 

be correct or that such intentions will not change. This Prospectus discloses, under the section “Risk Factors” and 

elsewhere, important factors that could cause actual results to differ materially from the Company’s expectations. 

All subsequent written and oral forward-looking statements attributable to the Company or persons acting on behalf 

of the Company are expressly qualified in their entirety by the above cautionary statements. 

 

The Company, the Issue Manager, and the Joint Lead Underwriters have exercised due diligence in ascertaining that 

all material representations contained in the prospectus and any amendments and supplements are true and correct, 

and that no material information was omitted, which was necessary in order to make the statements contained in said 

documents not misleading. 
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GLOSSARY OF TERMS 

 

 

In this Prospectus, unless the context otherwise requires, the following terms shall have the meanings set forth 

below. 

 

AAB Authorized Agent Bank 

AFP Armed Forces of the Philippines 

AIB American Institute of Baking 

AMDG AMDG International Holdings Pte. Ltd. 

AMC Asiapro Multi-purpose Cooperative 

APH1 Always Progressive Holdings Inc. 

APH2 Apo Peak Holdings Inc. 

ARMM Autonomous Region in Muslim Mindanao 

ATL Authority to Load 

Banking Day means a day (except Saturdays, Sundays and holidays) on which banks in 

Makati City are open for business 

BBL Bangsamoro Basic Law 

BPI Capital BPI Capital Corporation 

BIFF Bangsamoro Islamic Freedom Fighters 

BIR The Philippine Bureau of Internal Revenue 

Board of Directors or Board or 

BOD 

The Board of Directors of the Company 

BOC  Bureau of Customs 

BOI Board of Investments 

BRC British Retail Consortium 

BSP Bangko Sentral ng Pilipinas, the central bank of the Philippines 

CAR Certificate Authorizing Registration 

CDA Cooperative Development Authority 

CDI Cocoderivatives, Inc. 

Charter Change To amend the Philippine Constitution primarily to change the form of 

Philippine government from a unitary one to a federal one 
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CNC Certificate of Non-Coverage 

CocoGold CocoGold Manufacturing Industries, Inc. 

Common Shares Common shares of the Company with par value of ₱1.00 per share 

Company or ARC or Axelum or 

Group 

Axelum Resources Corp. 

Congress Congress of the Philippines 

Constitution Philippine Constitution 

CPR Certificate of Product Registration 

CTPAT Customs Trade Partnership Against Terrorism 

CTRP Comprehensive Tax Reform Program 

DA Department of Agriculture 

DENR Department of Environment and Natural Resources 

DOH Department of Health 

DOLE Department of Labor and Employment 

DPA The Data Privacy Act of 2012 (R.A. No. 10173) 

DTI Department of Trade and Industry 

EBITDA Earnings before interests, taxes, depreciation and amortization 

ECC Environmental Compliance Certificate 

EEZ Philippines’ Exclusive Economic Zone in the West Philippine Sea 

EDCA Enhanced Defense Cooperation Agreement 

EIA Environmental Impact Assessment 

EIS Environmental Impact Statement 

EGF Environmental Guarantee Fund 

EMB Environmental Management Bureau 

EMF Environmental Monitoring Fund 

ETF Exchange Traded Funds 

FBI Fiesta Brands, Inc. 

FCDU Foreign currency deposit unit 
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FDA Food and Drug Administration 

FDI Foreign direct investment 

FDDC Act The Foods, Drugs and Devices, and Cosmetics Act, as amended by the 

FDA Act of 2009 (R.A. 3720, as amended) 

FFDI Fresh Fruit Drinks, Inc. 

FFII Fresh Fruit Ingredients Inc. 

FIA Fiesta Ingredients Australia Pty. Ltd. 

Fiesta Group Fiesta Group of Companies 

First Metro First Metro Investment Corporation 

Fitch Fitch Ratings 

GDP Gross Domestic Product 

GMP Good Manufacturing Practices 

GMO genetically modified organism 

GNP Gross National Product 

HACCP Hazard Analysis Critical Control Point 

HDIP Halal Development Institute of the Philippines 

HDMF Home Development Mutual Fund 

IDCP Islamic Da’wah Council of the Philippines 

ICT Information and Communications System 

IEE Initial Environmental Examination 

Issue Manager, Bookrunner and 

Joint Lead Underwriter 

First Metro Investment Corporation 

Joint Lead Underwriters First Metro Investment Corporation and BPI Capital Corporation 

IRO Investor Relations Office 

KPMG R.G. Manabat & Co., Independent Auditor 

LGC Local Government Code 

LGU local government unit 

LTO License to Operate 
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LSI Local Small Investors 

Metrobank Metropolitan Bank & Trust Company 

MILF Moro Islamic Liberation Front 

MIMI Muenster Ingredients Manufacturing, Inc. 

MT Metric tons 

NHIP National Health Insurance Program 

NPA New People’s Army 

NWRB National Water Resources Board 

Offer Price ₱5.00 per Offer Share 

Offer Shares (a) 700,000,000 Shares, consisting of: (i) 400,000,000 Treasury Shares, and 

(ii)  300,000,000 new Common Shares,  to be issued and offered by way of 

a primary offer; and  

(b) 100,000,000 existing Common Shares offered by CP Compass 

Singapore Pte. Ltd. (the “Selling Shareholder”) pursuant to a secondary 

offer. 

 

₱ or PHP or Peso Philippine Pesos, the lawful currency of the Republic of the Philippines 

PCA Philippine Competition Act 

PCC Philippine Competition Commission 

PCD Philippine Central Depository 

PCD Nominee PCD Nominee Corporation 

PDEA Philippine Drug Enforcement Agency 

PDTC Philippine Depository and Trust Corporation 

PDTC Participant A person who has applied for and has been approved as a participant by the 

PDTC 

PEISS Philippine Environmental Impact Statement System 

PFRS Philippine Financial Reporting Standards 

PHILCOA Philippine Coconut Authority 

PhilHealth Philippine Health Insurance Corporation 

PNP Philippine National Police 

Prospectus this Prospectus together with all its annexes, appendices and amendments, 

if any, for the offer and sale to the public of the Offer Shares 



6 

 

PSE The Philippine Stock Exchange, Inc. 

PSE EDGE The Philippine Stock Exchange’s Electronic Disclosure Generation 

Technology 

PSE Listing Rules The Philippine Stock Exchange Consolidated Listing and Disclosure Rules 

QIBs Qualified Institutional Buyers 

RBD Refined, bleached and deodorized 

RCIC Revised Coconut Industry Code 

Revised Corporation Code or 

RCC 

The Revised Corporate Code of the Philippines, Republic Act No. 11232 

RPS Redeemable Preferred Shares 

RTGS Real-time gross settlement 

RVF RV Foods Corp., formerly Red V Industries, Inc. 

R&D Research and Development 

SAF Special Action Force of the Philippines National Police 

Sanitation Code The Code on Sanitation of the Philippines (P.D. No. 856) 

SCCP Securities Clearing Corporation of the Philippines 

SEC Philippines Securities and Exchange Commission 

Senate Senate of the Philippines 

SO2 Sulfur Dioxide 

SRA Sugar Regulatory Administration 

SRC Securities Regulation Code of the Philippines, Republic Act No. 8788 

SSS Social Security System 

S&P Standard & Poor’s Ratings Services 

Tax Code National Internal Revenue Code of 1997 of the Philippines (Republic Act 

No. 9337) and its implementing rules, as amended 

TRAIN Tax Reform for Acceleration and Inclusion, Republic Act No. 10963 

UHT Ultra-high temperature 

UNCLOS United Nations Convention on the Law of the Sea 

U.S., USA, United States United States of America 
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USD United States Dollars, the lawful currency of the United States of America 

USAC Unilever Sustainable Agriculture Code 

VAT Value-added tax 

Vitacoco All Market, Inc. 

WHO World Health Organization 
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EXECUTIVE SUMMARY 

 

 

The following summary is qualified in its entirety by, and is subject to, the more detailed information presented in 

this Prospectus, including the Company’s audited financial statements and notes thereto appearing elsewhere in this 

Prospectus. Because it is a summary, it does not contain all of the information that a prospective purchaser should 

consider before investing. Prospective investors should read the entire Prospectus carefully, including the section 

entitled “Risk Factors” and audited financial statements and the related notes to those statements included in this 

Prospectus. 

 

OVERVIEW 

 

Axelum Resources Corp. is a fully-integrated manufacturer of high quality coconut products for domestic and 

international food & beverage companies, confectioneries, bakeries, private label supermarkets and grocery store 

chains, food service industries, coconut coffee creamer manufacturers, cosmetics and diet prepared food market. The 

Company uses all the parts of the coconut in its production resulting to a full-line of coconut products including 

coconut water, desiccated coconuts, coconut milk powder, coconut milk/cream, reduced fat coconut, sweetened 

coconut, coconut oil, and other coconut products.  

 

The Company’s main production facility is located in Medina, Misamis Oriental which is situated in a prime area for 

sourcing raw materials. The Company owns two manufacturing and distribution facilities strategically located in the 

USA and Australia. In addition, the Company’s products are also distributed through distribution agents in various 

key cities of the world that caters to desiccated and other coconut-meat based products. The Company’s 

manufacturing and production facilities are scalable and designed to produce a diversified range of high quality 

food-grade coconut products predominantly geared to the export market. The Company’s streamlined distribution 

network enables it to export and distribute its products in major markets around the world such as in the United 

States, Canada, Australia, New Zealand, Eastern Europe, Europe, Middle East, Japan, and major countries in Asia.  

 

The Company’s highly scalable production capabilities serve as an anchor to sustain economies of scale. This 

capability is seamlessly connected to three major channels: i.) company owned distribution networks in the United 

States and other established distribution networks, ii.) an anchor customer which takes up substantially all of the 

coconut water processed by the Company, and iii.) access to other supply chain network of customers. 

 

The Company prides itself in conforming to the unyielding standards of the most reputable names in the food 

industry which allowed it to continually build and expand its customer base to include prominent global brands like 

Vita Coco, The Hershey Co., ConAgra Foods, Kellogg’s, Quaker, Nestle, Russell Stover, Unilever, Kroger, 

Mondelez International, Ferrero, Kraft Foods, General Mills, Campbell’s, Mars, Cadbury Schweppes, and Calbee, 

among others. Aside from these well-known brands, the Company has also gained a huge share of the private label 

coconut business in the United States. 

 

The Company believes that its strong reputation and industry leadership are built on its extensive portfolio of high-

quality coconut products, excellent distribution capabilities, exceptional customer service and relationship, 

sustainable supply and quality, and commitment to world class standards. In recognition of the Company’s standards 

and efforts, it has been accredited with various certifications including British Retail Consortium (“BRC”) Global 

Standard for Food Safety Issue 7, Hazard Analysis Critical Control Point (“HACCP”) and Good Manufacturing 

Practices (“GMP”) by TÜV SÜD, Laboratory Quality Management System PNS ISO/IEC 17025:2005, Kosher 

Certification, Halal Certification, Organic and Sustainability Certifications, among others.  

 

Further, the Company is one of the very few selected companies in the world with a Customs-Trade Partnership 

Against Terrorism (“CT-PAT”) accreditation by the Homeland Security Agency of the United States of America.  

All shipments of the Company to the United States are on the Green Lane which means that shipments are pre-

cleared because it have passed the stringent audit and accreditation from Homeland Security Agency, a testament to 

the Company’s adherence to various quality and security measures from start of production all the way to the 

shipment and delivery of its products to its customers. 
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COMPETITIVE STRENGTHS 

 

The Company believes its main competitive strengths are composed of the following: 

 

Economies of scale and diversified product line catering to different markets 

 

The Company has a full line of coconut products that are mature and have existing established markets.  It can thus 

penetrate new markets/customers and increase sales to existing clients for very little incremental investment as the 

bulk of the Company’s production capabilities and distribution infrastructure are already in place.  This represents a 

significant barrier-to-entry to would-be competitors seeking to enter into the market. 

 

Additionally, the Company seeks to continually innovate to create more sellable products from its existing raw 

material inputs.  Originally the bulk of the coconut raw material was used to produce desiccated coconuts and the 

coconut water was disposed of as waste material.  The Company has since converted a significant portion of this 

former waste material into viable products such as coco water.  Together with its clients, the Company has worked 

to create and grow markets for such new products. 

 

Furthermore, the Company continues to seek to improve the yields on the raw material it processes.  To this end, it 

is seeking new production methods that can further reduce the remaining coco water still disposed as wastage into 

additional sellable products.  It is likewise developing possible construction material products that make use of 

wastage arising out of the packaging materials consumed by the Company. 

 

By seeking to produce and sell more products using the same manufacturing and distribution capabilities already in 

place the Company seeks to take advantage of and further grow its existing economies of scale to generate 

additional profits for shareholders. 

 

International network of customers  

 

The Company has a wide and deep portfolio of customers worldwide. The Company’s products are sold to domestic 

and international food & beverage companies, confectioneries, bakeries, private label supermarkets and grocery 

store chain, food service industry, coconut coffee creamer manufacturers, cosmetics and diet prepared food market. 

Notable customers include Vita Coco, The Hershey Co., ConAgra Foods, Kellogg’s, Quaker, Nestle, Russell Stover, 

Unilever, Kroger, Mondelez International, Ferrero, Kraft Foods, General Mills, Campbell’s, Mars, Cadbury 

Schweppes, and Calbee, among others. The Company believes that it has built a robust relationship with its 

customers through the provision of high quality and consistent delivery of products. From the time of its predecessor 

companies FBI and FFDI, the Company has been dealing with its major customers for over 30 years. 

 

In addition, the Company is one of the leading suppliers in the North America’s private label coconut business 

securing businesses from more than 25 of the top 72 biggest chain of supermarkets in the North American market.  

Some of the products of the Company are now being used as ingredients for cake and cake toppings, chocolate bars, 

cooking premixes, curry mixes, milk replacement alternatives, coffee creamers, piña colada  mixes and other bar 

drink mixes as well as for ice cream and biscuits. The Company also supplies majority of the domestic coconut milk 

powder being used by manufacturers of instant gata mix, curries, ginataan and other beverage drinks. 

 

The Company has been repeatedly recognized by its major customers as a preferred supplier.  The Company’s on-

the-ground presence enables it to judge local market trends and sentiments. The Company’s expertise, knowledge, 

and understanding of its customers’ concerns enables it to develop and deliver products based on their needs.  This 

has been vital in the Company’s success.  

 

In particular, one of the key customers of the Company has an exclusive manufacturing agreement in the coconut 

water segment, making the Company one of its top 3 coconut water supplier. This assures a solid and consistent 

demand for the Company’s coconut water output which exceeds thirty million liters per year.  
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Well-established global distribution network 

 

The Company’s distribution stems from its wholly-owned distribution facilities strategically located in the USA and 

in Australia as well as from its highly-skilled distribution and sales agents located in other major markets in the 

world.  These distribution facilities enable the Company to access a wide international customer base and access 

multiple supply-chains of marquee-named customers.  

 

The Company’s on-the-ground presence allows it to gain first-hand market information and to quickly adapt to 

changing market trends and preferences. In addition, the Company is able to alter its production schedule and 

efficiently allocate its inventory based on market demands.  

 

Highly experienced and dedicated management team 

 

The Company is led by an experienced and dedicated management team with a proven track record of success. The 

Company’s founders Mr. Romeo Chan, Mr. Henry Raperoga, Mr. Armand Nanawa, and Mr. Paul Rene Tayag still 

hold key positions in the management team. The Company’s founders and the rest of the management team have an 

average of over 30 years of industry experience. Over the Company’s long history, the management team has 

effectively led the Company both through times of strong economic development and through periods of economic 

downturn and political instability. The Company’s key officers’ and executives’ market experience and knowledge 

in the food manufacturing industry and distribution in the global markets, as well as the business relationships they 

have developed with suppliers and customers, will continue to benefit the Company’s profitability and market 

leadership in the long run. 

 

The Company also puts emphasis in developing high potential employees into future leaders for the Company 

through structured training programs (i.e. leadership trainings, career management programs, in-house soft and 

technical skills trainings) that equip its management trainees and supervisors with leadership and management skills, 

sales, marketing, customer service skills and other core values that are important to the Company. 

 

Multiple quality certifications   

 

The Company is able to capitalize on limited supplier switching by its customers due to their stringent quality 

control requirements. To qualify as a supplier to its key customers, the Company undergoes frequent quality and 

governance related audits and certification processes such as the British Retail Consortium (“BRC”) Global 

Standard for Food Safety Issue 7, Hazard Analysis Critical Control Point (“HACCP”) and Good Manufacturing 

Practices (“GMP”) by TÜV SÜD, Laboratory Quality Management System PNS ISO/IEC 17025:2005, Kosher 

Certification, Halal Certification, Organic and Sustainability Certifications, among others. Currently, the Company 

has more than 10 certifications which sets it apart from its competitors and represent a significant barrier to entry for 

them. These certifications are a testament to the utmost importance the Company gives to effective corporate 

governance, quality control, and inclusion. See “Business – Quality Certifications” on page 120 of this Prospectus. 

 

Long-standing relationship with its key suppliers 

 

Axelum sources its raw materials directly from farmers and nut dealers strategically located in various coconut 

producing regions near the Company’s manufacturing in Medina, Misamis, Oriental. The Company is a frequent 

repeat purchaser from farmers and traders covering a 200-sq. km. radius.  It has been dealing with most of its 

coconut suppliers for over 30 years. The Company has also accredited and certified thousands of hectares of coconut 

farm lands as organic and/or sustainable, under international accreditation bodies. On the other hand, Axelum 

sources its coconut oil from Malaysia and Sri Lanka. 

 

The Company’s scale of inventory procurement enables it to develop and maintain substantial long-term and robust 

relationships with its suppliers of equipment, raw materials, packaging materials, and services. This has benefited in 

terms of sourcing fresh and high quality harvest as well as ensuring ample supply of raw materials. Furthermore, the 

Company actively collaborates with its top suppliers to further improve the quality of their products.  

 

The Company pays a premium for its fresh coconut purchases as compared to copra prices to be prioritized by 

farmers and nut dealers. This is one way the Company helps the farmers and nut dealers increase their farm income 
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and profitability. The Company also provides coconut seedlings to farmers as replanting material to increase the 

population of coconut trees in its buying areas.  The Company and the local schools in its area of operations are in 

partnership to promote coconut tree planting program with its graduating students. The Company also helps the 

farmer, thru its Corporate Social Responsibility program, Medina Development Foundation and CS Foundation, do 

inter cropping of organic vegetables and other crops. 

 

Being able to source raw materials through key suppliers is valuable to the Company’s ability to produce full-range 

of high-quality coconut products. The long-standing relationship with its suppliers also shows the confidence they 

have in the Company’s management and business model.  

 

Ample Supply of Raw Materials/Availability of Organic Farms 

 

The Company is located within the proximity of the four most coconut populated regions of the country, Northern 

Mindanao, CARAGA, Lanao area and Davao. These coconut producing regions accounts for nearly 35% of the total 

Philippine coconut harvests.  These regions are also spared from most of the typhoons that hit the Philippines yearly. 

Northern Mindanao is almost a typhoon free region. 

 

Though it might look staggering that the Company’s coconut buying and usage is about six hundred metric tons a 

day or roughly 600,000 to 650,000 pieces of coconuts day, the Company is able to get its raw materials requirement 

regularly as six hundred metric tons of coconut is barely 8% to 12% of the total harvest of these four regions. This 

raw material, at the right buying price, is available and sustainable. A lot of the coconut planted areas in these 

regions are also certifiable as organic, potentially allowing the Company to produce more of the higher priced and 

sought after organic coconut products. 

 

Industry leader in the coconut industry 

 

Through the years, the Company established itself as one of the leading manufacturers and exporters of coconut 

products. The Company is one of the most complete players in the coconut industry given its access to raw material 

inputs, diversified portfolio of high-quality coconut products, exclusive and company-owned distribution facilities, 

and strong relationship with well-established customers.  

 

The Company has the distinct advantage of producing a wide array of products that utilizes almost all of the 

components of the coconut. As a result, the Company achieves economies of scale and is capable of spreading its 

cost across all product lines.  

 

The Company is poised to continue its market leadership as its customers associate its products with high quality 

standards. The Company has also positioned itself by expanding product segments and distribution network while 

focusing on high growth segments. 

 

KEY STRATEGIES 

 

The Company seeks to enhance and strengthen its market position and enhance its business operations by 

implementing the following business strategies: 

 

Further expand distribution network in the Philippines and in major export markets 

 

The Company shall further solidify its presence in existing markets and expand its foothold in other potential 

markets through the expansion of its distribution network while capitalizing on its existing presence in current 

markets. Locally, the Company intends to expand its local distribution network through deploying regional sales 

force to penetrate key cities in Visayas and Mindanao such as in Panay Islands, Cebu, Davao, General Santos, 

Zamboanga. The Company intends to strengthen and widen its presence in the North America market by expanding 

into the South American market as well as tapping additional well-known US retailers as new customers. The 

Company believes that by leveraging the existing long-standing relationships of its subsidiary, RVF, with its 

customers, the Company will be able to gain market share in the South American market and penetrate underserved 

retailers in the US market.  
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The Company likewise plans to focus on further penetrating potential markets by expanding its marketing, 

distribution and manufacturing operations in the West Coast of the USA, Canada, Europe, Eastern Europe, South 

America, the Middle East and other major Asian countries. The Company also intends to optimally allocate its 

products depending on its attractiveness and focus of the market it will enter. This is in line with the Company’s 

objective to remain as the leading supplier of coconut products in the world.   

 

Scale up and upgrade manufacturing facilities and distribution capabilities to keep pace with increased 

demand from existing customers and to service additional demand from new customers 

 

The Company intends to continue to upgrade existing facilities to be able to service its customers changing demands 

and preferences as well as accommodate increase in demand due to expansion of its client base. These efforts 

include, among others, continuous innovation of current plant facilities to ensure that the Company can 

accommodate increase in production while maintaining its quality and timely delivery, optimal distribution of 

products to be able to tap new customers and markets, constant upgrade on technology. These efforts constitute the 

Company’s desire to maintain and strengthen customer satisfaction and loyalty.  

 

Seek acquisitions with strategic fit    

 

The Company will continue to seek joint venture or acquisition opportunities to penetrate new market segments and 

to access supply-chain opportunities by itself or in cooperation or partnership with some of the Company’s key 

customers and suppliers. The Company intends to acquire companies that have non-operating plants, strong foothold 

in retail markets, and brands that have been neglected but have high growth potential. The Company’s target 

acquisitions must strategically fit its current operations and add value to the new businesses using its existing 

competitive strengths. In the event that this/these arrangements materialized, the Company will be able to secure 

presence in the critical market segments 

 

Further enhance export business to penetrate the private label/ in-house store brands  

 

The Company is one of the leading coconut product exporters and suppliers in the Philippines. It is well-positioned 

to increase its current market share by growing its customer base for private label brands and by introducing its in-

house brands to additional retailers in order to gain greater scale as well as improve profit margins. Currently, the 

Company has self-owned distribution plants in the USA and Australia. The Company has identified potential 

expansion opportunities in South America, Europe, Middle East, and major Asian countries which have demands for 

products of a similar nature as those from the Company’s current markets.  

 

The Company has also noticed growing demand of its products as alternative healthy options to other non-coconut 

food products.  This is being driven by the changing preferences of consumers who are evolving to become more 

health conscious. The Company intends to capitalize on this trend by increasing supply to its current customers for 

potential new products as well as launch in-house store brands with new retail distribution customers in the USA. 

The Company plans to enter into new distribution agreements with several large retailers in the USA who are 

currently not yet customers of the Company. 

 

Enter into new product categories 

 

In addition to growing and developing its existing product and brand portfolio and distribution, the Company plans 

to expand its industrial and retail product line-up by developing new products and new product variants, which cater 

to new market requirements. These new products shall complement the Company’s existing products.  

 

The Company has noticed that there is growing demand for healthier product options that may use coconuts as 

alternative ingredients.  This is being driven by the changing preferences of consumers who are evolving to become 

more health conscious. The Company intends to capitalize on this trend by sharing the Company’s new product 

ideas to its current customers as potential new products as well as launch its in-house brands with new retail 

distribution customers in the USA.  
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Continued improvement in operating efficiencies through cost-engineering and streamlining logistics  

 

The Company is focused on increasing the efficiency of its existing operations and implementing targeted cost-

saving initiatives in its businesses. To reduce waste materials, the Company has been actively innovating to produce 

new sellable products out of the by-products generated in the production of the Company’s established products. 

The Company’s research and development team has also identified ways to re-process waste materials particularly 

managing the tetra paper used in packaging, which are growing in volume as business grows. As an example of this 

initiative, the Company has identified that reprocessing tetra paper into tables and walls for low-cost housing.  This 

reprocessing operation drastically reduces the amount of waste materials going to landfills which contributes 

positively to the environment.   

  

The Company is also able to leverage its economies of scale to further rationalize its logistics costs. Realizing 

savings through cost reduction initiatives will improve the Company’s profit margins and enable the Company to 

continue growing its portfolios of brands and products. 
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SUMMARY OF FINANCIAL AND OPERATIONAL INFORMATION 

 

 

The following tables set forth summary financial information for the Group and should be read in conjunction with 

the auditors’ reports, the Group’s financial statements including the notes thereto included elsewhere in this 

Prospectus, and the section entitled “Management’s Discussion and Analysis of Financial Condition and Results of 

Operations”. The selected financial information set forth in the following table has been derived from the Group's 

financial statements for the fiscal years ended December 31, 2018, 2017, 2016, and for the three months ended  

March 31, 2019 and 2018, including the related notes, as examined and audited by R.G. Manabat & Co. in 

accordance with Philippine Financial Reporting Standards (“PFRS”). All of these information should be read in 

conjunction with the financial statements and notes thereto contained in this Registration Statement. The summary 

of financial information set out below does not purport to project the results of operations or financial condition of 

the Group for any future period or date. 

 

 

 

For the three months 

ended March 31, 
For the year ended December 31, 

 
2019 2018 2018 2017 2016* 2015* 

  (Audited) 

Consolidated Statements of Comprehensive Income (in Thousands)  

Sales ₱1,283,530 ₱1,391,184 ₱5,881,345 ₱5,793,472  ₱3,564,718  ₱464,378 

Cost of Sales 848,484 1,002,265 4,502,449 4,633,903  2,928,647  334,607 

Gross Profit 435,046 388,919 1,378,896 1,159,569  636,071  129,771 

Selling expenses 91,701 83,132 360,078 269,183  37,111  12,256 

General and 

administrative 

expenses 77,735 71,582 291,770 268,416  65,624  8,010 

Income from   

Operations  265,610 234,205 727,048 621,970  533,336  109,505 

Interest expense and 

other financing 

charges (16,372) (15,221) (173,312)  (86,984)  (34,706) (7,474) 

Interest income 6,197 959 12,273 2,082  918  134 

Loss on early 

retirement of debt - - (167,716) -  -    - 

Other income - net 7,158 7,179 34,773 45,139  13,973  6,169 

Income before income 

taxes 262,593 227,122 433,066 582,207  513,521  108,334 

Income tax expense (36,148) (27,928) (68,247)  (51,457)   46,050  - 

Net income 226,445 199,194 364,819 530,750 467,471 108,334 
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Other comprehensive 

income 
     

 

Item that will not be 

reclassified to profit 

or loss 

     

 

Remeasurement gain 

on defined benefit 

retirement obligation ₱   - ₱   - ₱5,106 ₱2,627 ₱   - ₱   - 

Income tax expense - - (1,532) (788) - - 

 - - 3,574 1,839 - - 

Item that may be 

reclassified to profit 

or loss       

Gain on exchange 

differences on 

translation of foreign 

operations 51,283 43,506 28,919 14,084 - - 

Income tax expense (15,376) (13,052) (8,676) (4,225) - - 

 35,907 30,454 20,243 9,859 - - 

Other comprehensive 

gain - net 35,907 30,454 23,817 11,698 - - 

Total comprehensive 

income ₱262,352 ₱229,648 ₱388,636 ₱542,448 ₱467,471 ₱108,334 

*Individual Financial Statements  
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For the three months 

ended March 31 
For the year ended December 31 

 
2019 2018 2017 2016* 2015* 

 (Audited) 

Consolidated Statements of Financial Position (in Thousands)  

Current Assets 

     

 

Cash and cash equivalents ₱259,306 ₱257,111 ₱439,260  ₱142,168  ₱348,514 

Trade and other 

receivables 470,753 615,987 742,861  611,632  31,798 

Inventories - net 1,390,981 1,194,078 1,323,096  611,606  134,676 

Prepaid expenses and other 

current assets 523,604 478,063 384,522  

                     

378,003  80,751 

Total Current Assets 2,644,644 2,545,239  2,889,739   1,743,409  595,739 

    

  

 

Noncurrent Assets    

  

 

Investment in bonds 362,907 305,332 - - - 

Property, plant, and 

equipment - net  3,174,158 3,070,470 2,718,039  1,962,910  390,186 

Goodwill and other 

intangible assets 1,673,388 1,673,303 1,664,184  1,055,346  - 

Deferred tax assets-net 9,143 27,566 - - - 

Income tax receivable - - - - - 

Other noncurrent assets 8,559 19,524 8,749  154  - 

Total Noncurrent Assets 5,228, 155 5,096,195 4,390,972  3,018,410  390,186 

Total Assets ₱7,872,799 ₱7,641,434 ₱7,280,711  ₱4,761,819  ₱985,925 

    

  

 

Current Liabilities    

  

 

Loans payable ₱876,890 ₱965,598 ₱1,302,407   ₱835,294  ₱230,255 

Accounts payable and 

accrued expenses 388,029 352,053 405,511   114,208  74,443 

Income tax payable 21,570 - 14,151   20,427  - 

Finance lease liabilities -

current portion 7,334 8,692 3,964   3,638  - 

Long-term debt - current 10,235 10,250 106,184   -    - 

Other current liabilities 1,350,042 1,350,042 421,366   295,169  159,900 

Total Current Liabilities 2,654,100 2,686,635 2,253,583   1,268,736  464,598 
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For the three months 

ended March 31 

For the year ended December 31 

 

 2019 2018 2017 2016* 2015* 

 (Audited) 

Noncurrent Liabilities    

  

 

Finance lease liabilities - 

net of current portion 113,696 114,903 2,686  6,642  - 

Retirement benefit 

liability 33,747 29,994 21,973  -    - 

Deferred tax liability - - 9,484  195  - 

Loans payable - net of 

current portion 5,145 5,153 11,384  -    - 

Long term debt-net of 

current portion 88,700 92,252 - - - 

Other noncurrent 

liabilities 65,573 63,011 668,251  927,514  

300,000 

Total Noncurrent 

Liabilities 306,861 305,313 713,778  934,351  300,000 

Total Liabilities 2,960, 961 2,991,948 2,967,361  2,203,087  764,598 

 
   

 
 

 

Equity    
 

 

 

Capital stock 3,700,000 2,400,000 2,400,000  2,000,000  5,000 

Redeemable preferred 

stock - 750,000 500,000  -    - 

Additional paid-in capital 559,670 559,670 362,170  -    - 

Treasury stock (500,000) (500,000)  (500,000) -    - 

Equity reserves 71,422 35,515 461,698  -    - 

Retained earnings       

Appropriated - - 300,000  105,000  210,000 

Unappropriated 1,080,746 1,404,301 789,482  453,732  6,327 

Total Equity 4,911,838 4,649,486 4,313,350  2,558,732  221,327 

Total Liabilities and 

Equity ₱7,872,799 ₱7,641,434 ₱7,280,711  ₱4,761,819  ₱985,925 

*Individual Financial Statements  

 

  



18 

 

 

 

For the three months 

ended March 31 
For the year ended December 31 

 
2019 2018 2018 2017 2016* 2015* 

 (Audited)  

Consolidated Statements of Cash Flows (in Thousands)  

Cash Flows from 

Operating Activities 

  

   

 

Income before income 

tax ₱262,593 ₱227,122 ₱433,066 ₱582,207  ₱513,521  ₱108,334 

Adjustments for:       

Depreciation and 

amortization 50,874 47,464 200,160 193,224  112,951  18,594 

Loss on early 

retirement of debt - - 167,716 - - - 

Interest expense and 

other financing 

charges 16,372   15,221 173,312 86,984  34,706  7,474 

Retirement benefit 

expense 3,753 5,496 13,126 24,600  - - 

Gain on disposal of 

equipment - - (16,312)  (169) -    - 

Provision for invty 

obsolescence - - - - - 82 

Interest income (6,197) (959) (12,273)  (2,082)  (918) (134) 

Foreign exchange 

gain - net 2,726 (830) 13,714  (10,806)  (651) (271) 

Operating income 

before working 

capital changes 330,121 293,514 972,509 873,958  659,609  134,079 

Changes in operating 

assets and liabilities      

 

Decrease (increase) in:       

Trade and other 

receivables 148,770 222,354 126,843 94,524  (560,473) (40,605) 

Inventories (196,903) (229,616) 129,018 (184,220) (476,931) (37,530) 

Prepaid expenses and 

other current assets (1,156) (17,182) (93,541)  (25,390) (297,252) (9,541) 

Increase (decrease) 

in:                                        

Accounts payable and 

accrued expenses 37,563 (93,199) (53,018) (132,344) 38,809  51,811 

Other current 

liabilities - - - (171,131) 18,997  - 

Cash generated from 

operations 318,395 175,871 1,081,811 455,397   (617,241) 98,214 

Interest received 6,197 (398) 10,916 1,811  918  134 

Interest paid - - -  (45,911)  (34,063) - 

Income tax paid - - (109,856)  (85,022)  (25,428) - 

Net cash flows 

provided by (used in) 

operating activities 324,592 175,473 982,871 326,275   (675,814) 98,348 
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Cash Flows from 

Investing Activities      

 

Increase in investment 

in bonds (₱58,005)  (₱ 226,720) (₱ 303,295) ₱   - ₱   - ₱   - 

Proceeds from disposal 

of asset - - 23,502 ₱612  -    - 

Additions of property, 

plant and equipment (159,280) (90,807) (559,781)  (672,442)  (1,685,674) (187,176) 

Acquisition of 

subsidiaries, net of 

cash and cash 

equivalents acquired - - -  (961,455) -    - 

Decrease in other 

noncurrent asset 10,965 (849) (10,775)  (7,586)  (154) - 

Net cash flows used in 

investing activities (206,320) (318,376) (850,349) (1,640,871) (1,685,828) (187,176) 

 

      

Cash Flows from 

Financing Activities       

Availment of loans 698,806 812,068 3,036,203 3,632,768  2,683,033  449,903 

Availment of finance 

lease - - 114,748 - - - 

Decrease in other 

noncurrent liabilities 2,562 (21,191) 59,551 (62,119) - - 

Issuance of shares - net - - (2,500) 1,712,170  1,869,935  - 

Repurchase of own 

shares - - -  (500,000) -    - 

Payment of:    

  

 

Finance lease 

liabilities (1,209) (962) (4,179)  (3,630)  (1,280) - 

Long-term debt (3,567) (2,413) (3,683)  (9,653) -    - 

Cash dividends - - (50,000) - - - 

Interest  (19,315) (16,034) (73,518)  (10,305) -    - 

Loans payable (802,882) (906,442) (3,392,044) (3,147,073) (2,396,660) (27,987) 

Net cash flows 

provided by (used in) 

financing activities (125,605) (134,974) (315,422) 1,612,158  2,155,028  421,916 

Effect of foreign 

exchange rate 

changes in cash 9,528 6,171 751  (470) 268  130 

Net increase (decrease) 

on cash and cash 

equivalents 2,195 (271,706) (182,149) 297,092  (206,346) 333,218 

Cash and Cash 

Equivalents at 

Beginning of Year 257,111 439,260 439,260 142,168  348,514  15,296 

Cash and Cash 

Equivalents at  End of 

Year ₱259,306 ₱167,554 ₱257,111 ₱439,260  ₱142,168  ₱348,514 

*Individual Financial Statements  
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SUMMARY OF THE OFFER 

 

 

The following does not purport to be a complete listing of all the rights, obligations, and privileges attaching to or 

arising from the Offer Shares. Some rights, obligations, or privileges may be further limited or restricted by other 

documents and subject to final documentation. Prospective investors are enjoined to perform their own independent 

investigation and analysis of the Company and the Shares. Each prospective investor must rely on its own appraisal 

of the Company and the Shares and its own independent verification of the information contained herein and any 

other investigation it may deem appropriate for the purpose of determining whether to invest in the Offer Shares and 

must not rely solely on any statement or the significance, adequacy, or accuracy of any information contained herein. 

The information and data contained herein are not a substitute for the prospective investor’s independent evaluation 

and analysis.  

 

 

Issuer Axelum Resources Corp. 

 

Issue Manager, Bookrunner 

and Joint Lead Underwriter 

First Metro Investment Corporation 

 

 

Joint Lead Underwriter BPI Capital Corporation 

 

Selling Agents PSE Trading Participants 

 

Stock Transfer Agent BDO Unibank, Inc. – Transaction Banking Group 

Receiving and Paying Agent Metropolitan Bank and Trust Company – Trust Banking Group  

Escrow Agent Metropolitan Bank and Trust Company – Trust Banking Group 

Independent Auditors R.G. Manabat & Co. 

Legal Counsel to the Issuer Picazo Buyco Tan Fider & Santos Law Offices 

Legal Counsel to the Issue 

Manager, Bookrunner,  and 

Joint Lead Underwriters 

 

Angara Abello Concepcion Regala & Cruz Law Offices 

The Offer Offer and sale of 800,000,000 Offer Shares, comprising of: (a) 700,000,000 

Shares, consisting of: (i) 400,000,000 Treasury Shares, and (ii) 300,000,000 

new Common Shares to be issued and offered by the Company; and (b) 

100,000,000 existing Common Shares to be offered by the Selling 

Shareholders.  

 

560,000,000 of the Offer Shares (or 70% of the Offer Shares) are being offered 

and sold to qualified institutional buyers (“QIBs”) and the general public in the 

Philippines at the Offer Price. 

 

160,000,000 of the Offer Shares (or 20% of the Offer Shares) are being offered 

to all of the PSE Trading Participants at the Offer Price.  Each PSE Trading 

Participant shall initially be allocated 1,240,300 of the Offer Shares and subject 

to reallocation as may be determined by the Joint Lead Underwriters. Based on 

the initial allocation for each trading participant, there will be a total of 1,300 

residual Offer Shares to be allocated as may be determined by the Joint Lead 

Underwriters. 

 

80,000,000 of the Offer Shares (or 10% of the Offer Shares) are being offered 

to local small investors (“Local Small Investors” or “LSIs”) in the Philippines.  

Local Small Investors is defined as a subscriber to the Offer who is willing to 

subscribe to a maximum of 20,000 Offer Shares under the LSI program. 

Should the total demand for the Offer Shares in the LSI program exceed the 
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maximum allocation, the Joint Lead Underwriters shall allocate the Offer 

Shares by balloting. 

 

Offer Shares not taken up by the QIBs, PSE Trading Participants and the LSIs 

shall be distributed by the Issue Manager and the Joint Lead Underwriters to 

their respective clients or to the general public. Offer Shares not taken up by 

the PSE Trading Participants, LSIs, and QIBs, Joint Lead Underwriters’ 

clients, or the general public shall be purchased by the Joint Lead Underwriters 

pursuant to the terms and conditions of the Underwriting Agreement. 

 

Offer Price ₱5.00 per Offer Share 

 

Offer Period  The Offer Period shall commence at 9:00 a.m., Manila time, on September 24, 

2019 and end at 12:00 p.m., Manila time, on September 30, 2019. The 

Company and the Issue Manager and the Joint Lead Underwriters reserve the 

right to extend or terminate the Offer Period with the approval of the SEC and 

the PSE. 

 

Applications must be received by the Receiving Agent by 12:00 p.m., Manila 

time on September 30, 2019, whether filed through a participating Selling 

Agent or filed directly with any of the Joint Lead Underwriters. Applications 

received thereafter or without the required documents will be rejected. 

Applications shall be considered irrevocable upon submission to a participating 

Selling Agent or the Joint Lead Underwriters, and shall be subject to the terms 

and conditions of the Offer as stated in this Prospectus and in the application. 

The actual purchase of the Offer Shares shall become effective only upon the 

actual listing of the Offer Shares on the PSE and upon the obligations of the 

Joint Lead Underwriters under the Underwriting Agreement becoming 

unconditional and not being suspended, terminated or cancelled on or before 

the Listing Date in accordance with the provisions of such agreement. 

 

Use of Proceeds The Company intends to use the net proceeds from the Primary Offer to fund 

strategic acquisitions, expand domestic and international distribution networks, 

install new manufacturing facilities for new products and improve and expand 

manufacturing facilities, retire loans and reduce payables, and for other capital 

expenditure requirements. See “Use of Proceeds” on page 45 of this Prospectus 

for details of how the total net proceeds are expected to be applied. 

 

Eligible Investors The Offer Shares may be purchased by any natural person of legal age residing 

in the Philippines, regardless of nationality, or any corporation, association, 

partnership, trust account, fund or entity residing in and organized under the 

laws of the Philippines and/or licensed to do business in the Philippines, 

regardless of nationality, subject to the Company’s right to reject an 

application or reduce the number of Offer Shares applied for subscription or 

purchase if the same will cause the Company to be in breach of the Philippine 

ownership requirements under relevant Philippine laws, as may be applicable. 

 

Minimum Subscription Each application must be for a minimum of 1,000 Offer Shares, and thereafter, 

in multiples of 100 Offer Shares. Applications for multiples of any other 

number of Common Shares may be rejected or adjusted to conform to the 

required multiple, at the Company’s discretion. 

 

Lock-up The PSE Consolidated Listing and Disclosure Rules (the “PSE Listing Rules”) 

require an applicant company for the Main Board to cause its existing 

shareholders owning at least 10% of the outstanding shares of the company not 

to sell, assign or in any manner dispose of their shares for a period of 180 days 
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after the listing of the shares. See “Principal Shareholders” and “Plan of 

Distribution—Lock-Up”.  

 

In addition, if there is any issuance of shares or securities (i.e., private 

placements, asset for shares swap or a similar transaction) or instruments 

which lead to issuance of shares or securities (i.e., convertible bonds, warrants 

or a similar instrument) completed and fully paid for within 180 days prior to 

the start of the offer period, and the transaction price is lower than that of the 

offer price in the initial public offering, all shares or securities availed of shall 

be subject to a lock-up period of at least 365 days from full payment of the 

aforesaid shares or securities.  

 

In accordance with the foregoing, the Common Shares held by the following 

shareholders will be subject to the lock-up periods specified below: 

 

Shareholder No. of Common Shares 

Held Subject to Lock-up 

Period 

Period of 

Lock-up (in 

days) 

CP Compass Singapore 

Pte. Ltd. 

799,999,999 180 days 

Theol Holdings, Inc. 1 365 days 

Greenridge East 

Holdings, Inc. 

1 365 days 

Laurito E. Serrano 1 365 days 

Raymundo N. Suarez 1 365 days 

Rosemarie P. Rafael 1 365 days 

 

To implement this lock-up requirement, the PSE requires the applicant 

company to lodge the shares with the PDTC through a Philippine Central 

Depository (“PCD”) participant for the electronic lock-up of the shares or to 

enter into an escrow agreement with the trust department or custodian unit of 

an independent and reputable financial institution. See “Principal 

Shareholders” and “Plan of Distribution—Lock-Up”. 

 

Registration, Listing and 

Trading  

The Company has filed an application with the SEC for the registration of the 

Offer Shares and an application with the PSE for the listing of all of its 

Common Shares (including the Offer Shares). The SEC issued an Order of 

Registration and Permit to Sell on September 23, 2019 and the PSE approved 

the listing application on August 28, 2019, subject to compliance with certain 

listing conditions. 

 

All of the Offer Shares to be issued are expected to be listed on the PSE under 

the symbol and company alias “AXLM”. See “Description of the Shares” 

beginning on page 169 of this Prospectus. All of the Offer Shares are expected 

to be listed on the PSE on or about October 7, 2019. Trading of the Offer 

Shares that are not subject to lock up is expected to commence on or about 

October 7, 2019. 

 

Dividends Each holder of Common Shares will be entitled to such dividends as may be 

declared by the Company’s Board of Directors (the “Board” or “Board of 

Directors”), provided, that any stock dividend declaration requires the approval 

of shareholders holding at least two-thirds of its total “outstanding capital 

stock”. The Revised Corporation Code of the Philippines, Republic Act No. 

11232 (the “Revised Corporation Code”), has defined “outstanding capital 
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stock” as the total shares of stock issued to subscribers or stockholders, 

whether paid in full or not, except for treasury shares. The Company has 

adopted a dividend policy of distributing 15% of the reported net income of the 

immediately preceding fiscal year, payable primarily in cash. However, the 

Board of Directors, in its discretion may decide to declare dividends to be 

payable in property or shares. Such periodic regular cash or stock dividend 

declaration shall be subject to exclusion of any retained earnings restricted for 

expansion, if any, or other purposes. Dividends shall at all times, be subject to 

the final approval of the Company's Board of Directors. In the case of stock 

dividends, it should have been approved by at least 2/3 of the Company’s total 

outstanding capital stock at a regular or special meeting called for the purpose.  

The Company shall likewise conduct a periodic review of the available 

unrestricted balance of retained earnings for purposes of earmarking surplus 

for future capital expenditures or for distributing the same as special cash or 

stock dividends. The Company's Board of Directors shall periodically review, 

amend, or update the foregoing dividend policy. Dividends must be approved 

by the Board (and shareholders in case of a stock dividend declaration) and 

may be declared only from the unrestricted retained earnings of the Company. 

The Company can give no assurance that it will pay any dividends in the 

future. See “Dividends and Dividend Policy” on page 50 of this Prospectus for 

more discussion. 

 

Form, Title and Registration of  

the Offer Shares  

The Offer Shares will be issued in scripless form through the electronic book-

entry system of BDO Unibank, Inc. – Transaction Banking Group as Registrar 

for the Offer, and lodged with the Philippine Depository & Trust Corp. as 

Depository Agent on Listing Date through PSE Trading Participants 

respectively nominated by the applicants.  For this purpose, applicants shall 

indicate in the proper space provided for in the Application Form the name of a 

PSE Trading Participant under whose name their shares will be registered.   

 

After Listing Date, shareholders may request the Registrar, through their 

respective nominated PSE Trading Participants, to (a) open a scripless registry 

account and have their holdings of the Offer Shares registered under their 

name, or (b) issue stock certificates evidencing their investment in the Offer 

Shares. Any expense that will be incurred in relation to such registration or 

issuance shall be for the account of the requesting shareholder. 

 

Legal title to the Offer Shares will be shown in an electronic register of 

shareholders (“Registry of Shareholders”) which shall be maintained by the 

Registrar. The Registrar shall send a transaction confirmation advice 

confirming every receipt or transfer of the Offer Shares effected in the Registry 

of Shareholders (at the cost of the requesting shareholder). The Registrar shall 

send (at the cost of the Company) at least once every year a statement of 

account to all shareholders named in the Registry of Shareholders, except 

certificated shareholders and depository participants, confirming the number of 

shares held by each shareholder on record in the Registry of Shareholders. 

Such statement of account shall serve as evidence of ownership of the relevant 

shareholder as of the given date thereof. Any costs and expenses with respect 

to the request by shareholders for certifications, reports or other documents 

from the Registrar, except as provided herein, shall be for the account of the 

requesting shareholder. 

 

Registration of Foreign 

Investments 

The BSP requires that investments in shares of stock funded by inward 

remittance of foreign currency be registered with the BSP only if the foreign 

exchange needed to service capital repatriation or dividend remittance will be 

sourced from the Philippine banking system. The registration with the BSP of 
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all foreign investments in the Offer Shares shall be the responsibility of the 

foreign investor. See “Philippine Foreign Exchange and Foreign Ownership 

Controls” beginning on page 190 of this Prospectus. 

 

Selling and Transfer 

Restrictions 

Initial placement and subsequent transfers of interests in the Offer Shares shall 

be subject to normal selling restrictions for listed securities as may prevail in 

the Philippines from time to time 

 

Existing shareholders who own an equivalent of at least 10% of the Company’s 

issued and outstanding Shares after the Offer are required under the PSE 

Listing Rules applicable to companies applying for listing on the PSE Main 

Board, not to sell, assign or otherwise dispose of their Shares for a minimum of 

180 days after the Listing Date. See “Lock-up” above, and “Principal 

Shareholders”, on page 165 of this Prospectus. 

 

In addition, if there is any issuance or transfer of Common Shares (i.e., private 

placements, asset for shares swap or a similar transaction) or instruments 

which lead to issuance of Common Shares (i.e., convertible bonds, warrants or 

a similar instrument) done and fully paid for within 180 days prior to the start 

of the Offer, and the transaction price is lower than that of the Offer Price, all 

such Common Shares issued or transferred shall be subject to a lock-up period 

of at least 365 days from full payment of such Common Shares. 

 

Except for the issuance of the Offer Shares or shares for distribution by way of 

stock dividends and certain option grants and issuances under employee 

incentive schemes, the PSE is expected to require the Company, as a condition 

to the listing of the Shares, not to issue new shares in capital or grant any rights 

to or issue any securities convertible into or exchangeable for, or otherwise 

carrying rights to acquire or subscribe to, any shares in its capital or enter into 

any arrangement or agreement whereby any new shares or any such securities 

may be issued for a period of 180 days after the Listing Date. 

 

Tax Considerations See “Philippine Taxation” beginning on page 184 of this Prospectus for further 

information on the Philippine tax consequences of the purchase, ownership and 

disposal of the Offer Shares. 

 

Procedure for Application for 

the Offer 

Application forms and signature cards may be obtained from the Joint Lead 

Underwriters or from any participating Selling Agent. Applicants shall 

complete the application form, indicating all pertinent information such as the 

applicant’s name, address, taxpayer’s identification number, citizenship and all 

other information as may be required in the application form. Applicants shall 

undertake to sign all documents and to do all necessary acts to enable them to 

be registered as holders of Offer Shares. Failure to complete the application 

form may result in the rejection of the application. 

 

If the applicant is a corporation, partnership or trust account, the application 

must be accompanied by the following documents: 

 

 a certified true copy of the applicant’s SEC certificate of registration, 

its latest articles of incorporation and by-laws (or articles of 

partnership in the case of a partnership) and other constitutive 

documents (each as amended to date) duly certified by its corporate 

secretary (or managing partner in the case of a partnership); 

 a duly notarized corporate secretary’s certificate (or certificate of the 

managing partner in the case of a partnership) setting forth the 

resolution of the applicant’s board of directors or equivalent body 
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authorizing the purchase of the Offer Shares indicated in the 

application, identifying the designated signatories authorized for the 

purpose, including his or her specimen signature, and certifying the 

percentage of the applicant’s capital or capital stock held by 

Philippine Nationals. Foreign corporate and institutional applicants 

who qualify as Eligible Investors, in addition to the documents listed 

above, are required to submit in quadruplicate, a representation and 

warranty stating that their purchase of the Offer Shares to which their 

application relates will not violate the laws of their jurisdictions of 

incorporation or organization, and that they are allowed, under such 

laws, to acquire, purchase and hold the Offer Shares; 

 two (2) specimen signature cards fully completed and signed by the 

applicant’s designated signatories, and certified by its corporate 

secretary (or equivalent officer); and, 

 

If the applicant is an individual, two (2) specimen signature cards duly 

authenticated by the applicant’s nominated PSE Trading Participant and 

photocopies of two (2) valid IDs must be attached to the Application. 

 

Payment Terms for the Offer The purchase price must be paid in full in Pesos upon the submission of the 

duly completed and signed application form and signature card together with 

the requisite attachments. Payment for the Offer Shares shall be made either 

by: (i) a personal or corporate check drawn against an account with a BSP 

authorized bank at any of its branches located in Metro Manila, or (ii) a 

manager’s or cashier’s check issued by a BSP authorized bank. All checks 

should be made payable to the order of “MBTC FAO AXELUM IPO”, 

crossed “Payee’s Account Only,” and dated the same date as the application. 

The applications and the related payments will be received at any of the offices 

of the Issue Manager and the Joint Lead Underwriters or the Selling Agents. 

Check payments for the Offer Shares must be cleared on or before October 1, 

2019. 

 

Applicants directly submitting their Application to a Joint Lead Underwriter 

may also remit payment for their Shares through the real-time gross settlement 

(“RTGS”) facility of the BSP or to a direct bank fund transfer for credit to the 

account of the Lead Underwriter to whom such Application was submitted. 

Applications and the related payments can be submitted to the Lead 

Underwriter at any of their respective offices.  

 

Cash payments shall not be accepted. 

 

Acceptance or Rejection of 

Applications for the Offer 

Application forms are subject to confirmation by the Issue Manager and the 

Joint Lead Underwriters and the final approval of the Company. The Company 

and the Issue Manager and the Joint Lead Underwriters reserve the right to 

accept, reject or scale down the number and amount of Offer Shares covered 

by any application. The Company and the Joint Lead Underwriters have the 

right to reallocate available Offer Shares in the event that the Offer Shares are 

insufficient to satisfy the total applications received. The Offer Shares will be 

allotted in such a manner as the Company and the Joint Lead Underwriters  

may, in their sole discretion, deem appropriate, subject to distribution 

guidelines of the PSE. Applications with checks dishonored upon first 

presentation and Application forms which do not comply with terms of the 

Offer will be automatically rejected. Notwithstanding the acceptance of any 

Application form, the actual subscription of the Offer Shares by the applicant 

will be effective only upon the listing of the Offer Shares at the PSE. 
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Refunds for the Offer In the event that the number of Offer Shares to be received by an applicant, as 

confirmed by the Joint Lead Underwriters, is less than the number covered by 

its application, or if an application is rejected by the Company, then the Joint 

Lead Underwriters shall refund, without interest, within five (5) Banking Days 

from the end of the offer period, all or a portion of the payment corresponding 

to the number of Offer Shares wholly or partially rejected. All refunds shall be 

made through the Receiving Agent with whom the applicant has filed the 

application, at the applicant’s risk. 

 

Expected Timetable The timetable of the Offer is expected to be as follows: 

 

Price setting date September 19, 2019 

Release of listing notice on final offer price September 20, 2019 

Start of offer period for trading participants, 

and the general investing public 

September 24, 2019 

Submission of firm commitments by PSE 

Trading Participants 

September 26, 2019 

End of offer period for trading participants, and 

the general investing public 

September 30, 2019 

Listing Date October 7, 2019 

 

The dates listed above are subject to market and other conditions and may be 

changed at the discretion of the Company and the Issue Manager and the Joint 

Lead Underwriters, subject to the approval of the PSE and SEC. 

 

Risks of Investing Before making an investment decision, prospective investors should carefully 

consider the risks associated with an investment in the Offer Shares. Some of 

these risks are discussed in the section entitled “Risk Factors” on page 27 of 

this Prospectus and include: risks relating to the Company’s business, risks 

relating to the Philippines, risks relating to the Offer and the Offer Shares, and 

risks relating to certain statistical information in this Prospectus. 
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RISK FACTORS 

 

 

An investment in the Offer Shares involves a number of risks. The price of securities can and does fluctuate, and any 

individual security is likely to experience upward or downward movements and may even become valueless. There is 

an inherent risk that losses may be incurred rather than profit made as a result of buying and selling securities. Past 

performance is not indicative of future performance and results, and there may be a large difference between the 

buying price and the selling price of the Offer Shares. For investors that deal in a range of investments, each 

investment carries a different level of risk. Investors should carefully consider all the information contained in this 

Prospectus, including the risk factors described below, before deciding to invest in the Offer Shares. The occurrence 

of any of the following events, or other events not currently anticipated, could have material adverse effect on the 

Company’s business, financial condition and results of operations and cause the market price of the Offer Shares to 

decline. All or part of an investment in the Offer Shares could be lost. 

 

The means by which the Company intends to address the risk factors discussed herein are principally presented 

under the captions “Business”, “Management’s Discussion and Analysis of Financial Condition and Results of 

Operations”, “Industry”, and “Board of Directors and Senior Management—Corporate Governance” of this 

Prospectus. The Company believes that its efforts to manage the risks relating to its business will help to alleviate 

the risks relating to the Philippines which the Company has not specifically addressed.  This risk factor discussion 

does not purport to disclose all of the risks and other significant aspects of investing in the Offer Shares. Investors 

should undertake independent research and study the trading of securities before commencing any trading activity. 

Investors should seek professional advice regarding any aspect of the securities such as the nature of risks involved 

in the trading of securities, and specifically those of high-risk securities. Investors may request publicly available 

information on the Common Shares and the Company from the Philippine SEC. 

 

The risk factors discussed in this section are of equal importance and are only separated into categories for ease of 

reference. 

 

RISKS RELATING TO THE COMPANY’S BUSINESS 

 

Any disruption in the supply or increases in the prices of raw materials may materially and adversely affect the 

Company’s financial performance. 

 

The Company’s production requires constant and adequate supply of raw materials. Disruption in the supply and 

fluctuations in prices of raw materials are affected by weather conditions particularly El Nino, decrease in harvest, 

changes in domestic and global demand, government controls, among others. Failure to source adequate supply or 

the required quality to meet Company’s standards, or purchase raw materials at the normal range of cost could 

materially affect the Company’s financial condition and/or operating results. In particular, Company’s production 

operations are affected by the availability and price of coconuts, which is the largest raw material requirement and a 

major cost of production item. The Company sells its product on a staggered basis over a 90-day period, thus the 

risk may be mitigated when there is an abrupt increase in raw material prices. In the event that there will be 

significant increase in coconut prices during that period, the Company’s already committed sales volume or 

production will be affected without the corresponding increase in selling price to their customers.  

 

Although the Company actively monitors the availability and prices of its raw materials, there can be no assurance 

that there will be adequate supply or quality to meet the Company’s production requirements, or that these raw 

materials will not be subject to significant price fluctuations in the future. Moreover, market prices of raw materials 

could increase significantly and there is no assurance that such increases can be passed on to the consumers. Any 

significant shortages or material increase in the market price of key raw materials could have a material adverse 

effect on the Company’s business, financial condition and results of operations. 

 

The Company has a designated team to primarily monitor, source, study, and forecast changes in supply and 

potential fluctuations in prices to mitigate its effects on the Company’s financial performance. Moreover, the 

Company has been strengthening its nut-buying department to further ensure that the Company will not only have 

enough supply at a pre-determined price, but also aligns with its required quality of coconuts. 
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The success of the Company’s business is reliant on its continuing capability to source high-quality raw materials 

at consistent excellent quality, and with reliability/sustainability of supply. 

 

The Company’s success is dependent on its ability to source products that meet the high quality standards and 

satisfy its customers’ unique preferences. It is worthy to note that the Philippines has the second largest population 

of coconut trees in the world, second only to Indonesia, according to “The World Leaders In Coconut Production” 

by World Atlas 2018. The Company’s production facilities are strategically located within or near four of the largest 

coconut producing regions in the country namely Northern Mindanao, CARAGA, Lanao, and Davao. The said areas 

have regular rainfalls all throughout the year, providing the needed irrigation for the coconut trees. These areas also 

have low incidences of typhoons.  Also, coconut trees are well-known for being a low maintenance plant.   

 

To ensure sustained sourcing of raw materials and reasonability of coconut prices, the Company operates, through 

its representatives, coconut buying stations located in strategic areas around its operating area. The Company has a 

policy of maintaining a sufficient inventory of key raw materials. In addition, the Company offers a premium price 

to key suppliers to ensure sufficient supply of high quality raw materials.  

 

The Company may not be able to maintain and develop good relationships with its current and future customers, 

and failure to do so may result in disruptions and adversely affect its business. 

 

The Company’s continuing ability to further strengthen existing relationships with current customers and to 

establish relationships with new customers is essential for the Company to sell its products on a continuing basis. 

The Company has established mutually beneficial business relationships with most of its major customers over the 

last thirty (30) years. Any disruption in the working relationship with the Company’s customers may adversely 

affect its business. In order to manage any potential disruption, the Company regularly meets with its customers to 

discuss and collaborate on ways to further improve the quality of their products, improve its customer service, 

tighten business relationship as well as have open and constant communication with its clients.  

 

The Company’s reputation and brand may be affected by actual or alleged contamination or deterioration of food 

products, safety concerns, product liability claims, consumer complaints, which may thus materially and 

adversely affect its business.  

 

The Company’s success is highly dependent upon customers’ perception of the quality of its products and its 

business could be adversely affected by the actual or alleged contamination or deterioration of its food products. The 

Company cannot guarantee that the internal controls and training will be fully effective in preventing all the food 

safety issues in the production line. In addition, the products may be tagged unfit for consumption due to 

contamination of ingredients, whether intentional or not, delays in delivery, poor handling, packaging rupture, poor 

condition of storage facilities of suppliers, distributors or retailers, or unauthorized tampering by distributors, 

retailers or third parties during the transit of the products. Moreover, the Company may be subject to product 

liability claims should the products be found to be unfit for consumption. The occurrence of such problems may 

result in recalls of its products, significant damage to the brand reputation and could materially and adversely affect 

the Company’s business, financial condition and results of operations. 

 

In addition, the international food industry requires that suppliers meet strict international quality standards. These 

entails food suppliers to undergo rigorous testing by world class testing organizations. The Company has been 

accredited by highest standards required by major buyers in the world and audited yearly to certify the level of 

technical superiority in its operations and the ability to supply high quality products to its markets continuously. 

There can be no assurance that the Company will continue to be able to pass the necessary audit and accreditations 

or that the same will not be revoked. If the Company is unable to obtain or renew these accreditations, it could have 

a material adverse effect on its business, financial condition and operations. 

 

The Company monitors all its production using a computer program that allows the Company to track each and 

every product produce from the time the raw coconut is processed until the finished product is produce on a per pack 

basis.  Every event or stage of the production cycle is monitored, documented to its minute details so that product 

quality traceability is maintained.  The use of the computer program allows the Company easy access to information 

and immediately addresses the quality concerns of its buyers, thus resolving any quality issues of its buyers.    
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Any infringement or failure to protect the Company’s brands and trademarks could materially and adversely 

affect its business. 

 

The Company is a licensee of various brand names, related trademarks and other intellectual property rights to 

prepare, package, advertise, distribute and sell its products, including Fiesta, Fiesta Tropicale, and, Red V. The 

Company must sustain the licenses for and protection of these brands and intellectual property rights to maintain the 

Company’s distinctive corporate and market identities. If there are parties that sell products using counterfeit 

versions of the Company’s brands or otherwise look like the Company’s brands, consumers may confuse the 

Company’s products with products that are inferior. This could negatively impact the Company’s brand image and 

sales.  

 

The Company’s licensed brands are registered and maintained in the relevant jurisdictions listed in page 124 on 

“Intellectual Property”. Certain trademarks are in the process of being renewed or assigned in the name of the 

Company. There are also oppositions to the application for registration and registration of certain trademarks of the 

Company. For details of these oppositions, please see page 195 on “Legal Matters”.     

 

The Company continues to exert efforts to defend its trademarks against opposition of various parties. While there 

are no guarantees that the Company will successfully defend the registration of its trademarks in the said cases, the 

Company seeks other legal avenues and remedies to protect its trademarks.   

 

The Company must sustain the licenses for and protection of these brands and intellectual property rights to 

maintain the Company’s distinctive corporate and market identities. Any failure to protect the Company’s 

proprietary rights may significantly harm the Company’s competitive position, which, in turn, could materially and 

adversely affect its business, financial condition, results of operations and prospects, as well as the Company’s 

reputation.  

 

The Company’s growth, including acquisitions and expanding distribution network in international markets, may 

not always be successful or may entail significant costs, which could adversely affect its business, financial 

condition and/or results of operations. 

 

As part of its long-term plans, the Company intends to evaluate acquisition opportunities, which may be local or 

international, and may proceed with such acquisition if suitable opportunities arise. This plan may require significant 

investments which may not result in favorable returns. In general, acquisitions involve risks associated with 

unforeseen contingent risks or latent liabilities relating to these businesses that may only become apparent after the 

acquisition is finalized, such as difficulties associated with integration and management of operations and systems, 

integration and retention of key personnel, coordination of sales and marketing efforts and diversion of 

management’s attention from other ongoing business concerns. The Company’s growth will depend on its ability to 

manage successfully the expansion of its operations and integrate the operations of any acquired businesses. There 

can be no assurance that any such expansion will be a success. 

 

The Company intends to expand the distribution network of its product categories locally and internationally. The 

Company may also experience losses in the expansion of its operations if it is unable to successfully introduce 

products which appeal to the customers’ preferences and establish relationships with reliable distributors. In 

addition, the Company may be subject to higher operating costs and price constraints due to the expansions, which 

may have an adverse effect on its operating income and profitability. 

 

To minimize the exposure and capital outlay for the expansion, the Company initially appoints distributors in newly 

entered markets. Where no suitable distributor can be appointed, the Company may establish a sales office. 

Production facilities in a new territory will be established only when a critical mass of business is already reasonably 

assured. 

 

The Company relies on the strength of its brand. 

 

The Company’s success and growth is dependent on the strength of its brands and on the Company’s ability to 

protect and promote its brands through marketing and promotional efforts. The Company’s ‘Fiesta’ brand has been 

in the market for over thirty (30) years. If the Company fails to protect and promote its brands, the market 
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perception of its products may deteriorate which may have a material adverse effect on the Company’s business, 

financial condition, results of operations and prospects. The Company will further enhance its marketing and 

promotional efforts through collaboration with its customers. 

 

Changes in the landscape of the Company’s international sales and network may adversely affect the financial 

condition of the Company. 

 

The Company is an export-oriented company and may be subject to a variety of risks and uncertainties associated 

with the international market including: 

 compliance with foreign laws, regulatory requirements and local industry standards, in particular, those 

related to food products; 

 exposure to increased litigation risks in overseas markets; 

 political and economic instabilities; 

 foreign exchange rate exposure and the risk of foreign exchange control; 

 unfamiliarity with local operating and market conditions; 

 cultural and language difficulties; 

 competition from companies in the foreign jurisdictions where the Company operates; 

 lack of control or monitoring of foreign distributors; and 

 foreign taxes;  

 

Any changes in the current landscape could adversely affect the Company’s sales and operations which in turn could 

adversely affect our financial condition and/or results of operations. 

 

The Company regularly coordinates with its offices and distributors/brokers to monitor the changing landscape 

where the Company operates. Any changes that can or will adversely affect the operations and sales of the 

Company’s products are properly evaluated and assessed regularly, appropriate actions taken, to mitigate potential 

problems and financial losses. 

 

The Company’s business and operations are dependent upon key executive and employees. 

 

Most of the members of the senior management team have been with the Company since incorporation and their 

knowledge, expertise, ability, and business relationships have propelled the business to success. If any of these key 

members decide to discontinue their term or transfer to a competitor, the Company may find it difficult to find a 

suitable replacement in a timely manner. 

 

Should a key officer depart, the Company has well-trained in-house personnel that can temporarily assume the 

position of the departed officer until suitable successors are appointed. The Company relies on key mid-level 

employees for its plant and administrative operations.  Given the geographic location of its manufacturing facilities, 

the availability of skilled employees is limited and other manufacturers have, in the past, poached key employees 

after the Company has invested in their training.  While the Company continually trains its personnel to upgrade 

their skills and abilities, there may, at times, be periods of disruption while key posts remain vacant pending 

replacement of key personnel. 

 

Succession plans are already in place and senior staff have been identified and are undergoing mentorship and 

training by key senior executive preparatory to internship and taking over the actual job in the future. 

 

Volatility in foreign currency exchange rates and commodity prices may expose the Company to fluctuation or 

losses. 

 

The Company is an export manufacturer that enters into transactions denominated in various foreign currencies. The 

Company is subject to transaction and translation exposures resulting from currency exchange rate fluctuations, 

especially between the Philippine Peso and U.S. dollar. If the Company fails to hedge, and prices, interest rates or 

currency rates subsequently increase or decrease, the Company’s cost may increase significantly from that 

anticipated or from those of its competitors, which may result to an adverse effect to the Company’s financial 

results. Considering that the revenues of the Company are mostly generated from exports, then should the Philippine 
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Peso significantly appreciate against the US Dollar or Australian Dollars, then the revenues may be adversely 

affected.  To further mitigate the foreign exchange risks, the Company does prudent cash management and also 

secures USD denominated working capital lines to match with their various purchase orders requirement.     

 

The changes in the valuation of certain intangible assets may have an adverse effect on the Company’s financial 

condition. 

 

If the Company changes its judgments or assumptions used in valuing its goodwill or other intangible assets in 

connection with any future impairment tests, it may conclude that the estimated recoverable value of its goodwill or 

an indefinite life trademark it owns, which is a trademark acquired as part of a business combination determined 

using the relief from royalty method, is less than the book value. This would result in a write down of its goodwill or 

indefinite life trademark book value to the estimated fair value and recognition of an impairment charge. Any such 

impairment charge would adversely affect the Company’s earnings and could be material. To mitigate this, the 

Company does an annual review and discusses necessary adjustments on possible revaluations of the goodwill and 

other intangible assets.  

 

Competition in the company’s product segments may adversely affect its financial condition and results of 

operation. 

 

The Company belongs to a highly competitive industry for both domestic and global operations for all the product 

segments. However, the degree of competition and principal competitive factors vary among the different products 

being manufactured by the Company. The Company believes that key competitive factors include price, product 

quality, brand awareness and loyalty, distribution network, foreign competition, and the introduction of new 

products quality certifications, customer service, sustainability, ethical standard, and the introduction of new 

products. 

 

In the Philippines, the Company’s competitors consist primarily of other large domestic corporations and, in certain 

cases, large multinational corporations which also focus on export manufacturing. There is an expected increase of 

competition in the Philippines due to the emergence of new domestic food companies and the potential entry of 

major foreign food companies. These global and domestic competitors may have substantially greater financial 

resources than the Company. Thus, the Company may not be able to compete effectively against its competitors, 

which could have a material adverse impact on its business, financial condition and results of operations. 

 

The Company and its management continuously deepen expertise on the industry as well as improve products and 

internal processes through technology development.  

 

The Company is subject to government regulations. Non-compliance may lead to fines, penalties and/or other 

legal sanctions, which may disrupt the operations of the Company. 

 

The business and operations of the Company are subject to a number of laws, rules and regulations governing the 

food and beverage industry in the Philippines. These laws and regulations impose requirements relating to food 

manufacturing and storage. In particular, the Company is subject to extensive regulation by the Food and Drug 

Administration (“FDA”) and the Department of Environment and Natural Resources (“DENR”). 

 

There is no assurance that the Government or its relevant administrative agencies will not impose additional or more 

stringent laws, regulations or government policies in the future, which may subject the Company to more onerous 

obligations. Any change or amendment to these laws, regulations or government policies may require the Company 

to incur substantial financial or other resources to adjust its production process, introduce new preventive or 

remedial measures, purchase new pollution control equipment and update the Company's compliance and 

monitoring systems in order to ensure compliance, which may have a negative impact on the Company's results of 

operations and financial condition. 

 

The Company continues to review and evaluate new environmental, occupational and safety compliance-related 

laws and regulations against its existing policies in order to ensure its continued compliance. The Company has 

designated employees who are tasked to monitor the Company’s compliance with such laws. 
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There is no assurance that the Company's business strategies and future plans will be successfully implemented. 

 

The successful implementation of the Company's business strategies and future plans will depend on various factors, 

which may not be entirely within the Company’s control. There is no assurance that the Company will be able to 

successfully implement its business strategies or future plans. Even if the Company's business strategies or future 

plans are implemented, there is no assurance that they will increase the Company's market share or enhance its 

market position. The Company's results of operations and financial position may be materially and adversely 

affected if its business strategies or future plans are not successfully implemented. 

 

To mitigate this risk, the Company will continuously evaluate its strengths and the risks to which its operations is 

exposed to and accordingly revise its key strategies to take advantage of its strengths and mitigate if not to eliminate 

the negative impact of the risks on its operations. 

 

The Company’s day-to-day manufacturing operations may be affected significantly by natural calamities or 

fortuitous events, such as fires. 

 

The Company’s ability to perform on a day-to-day basis is dependent on the capacity and efficiency of our 

manpower and infrastructure, there may be material interruptions in manpower because of natural calamities or 

fortuitous events such as in case of fires and earthquakes.  

 

The Company ensures that all of its employees are well-trained to adapt to situations which may materially interrupt 

the Company’s manufacturing operations. The Company regularly conducts trainings to educate its employees on 

the procedure to take in case of fires, earthquakes, and other natural calamities. 

 

The Company’s income tax holiday under the BOI registration as new export producer of tetra prisma packed 

coconut water and its variants will expire in February 2021. 
 

In 2011, the Company was granted a certificate of registration by the Board of Investment (“BOI”) as new export 

producer of tetra prisma packed coconut water and its variants. The said registration allows the Company to enjoy 

income tax holiday for a period of six years, from March 9, 2011 to March 8, 2017. On June 1, 2016, the BOI 

granted the Company an extension, as non-pioneer status and with the same registered product, of the income tax 

holiday entitlement for a period of four years from February 2017 or actual start of commercial operations, 

whichever is earlier. The certificate of registration also entitles the Company to zero duty free importation of capital 

equipment, spare parts or accessories within 5 years from date of registration, additional deduction from taxable 

income of 50% of the wages corresponding to the increment in number of direct labor for skilled and unskilled 

workers in the year of availment as against the previous year if the project meets the prescribed ratio of capital 

equipment to the number of workers set by the Board for the first 5 years from date of registration, importation of 

consigned equipment for a period of ten (10) years from date of registration, subject to posting of re-export bond, tax 

credit equivalent to the national internal revenue taxes and duties paid on raw materials and suppliers and semi-

manufactured products its export product and forming part thereof for a period of ten (10) years from start of 

commercial operations, and exemption from wharfage dues and any export tax, duty, impost and fee for a period of 

ten (10) years from date of registration. The Company commenced commercial operations for the production and 

sale of the tetra prisma packed coconut water and its variants in February 2017. Coconut water contributes 

approximately 20-30% to the Company’s gross revenues for the past three years.  In the event that the said income 

tax holiday expires on February 2021, the income of the Company may significantly be affected.   

 

To mitigate the risk, Axelum is working with AllCoco Development Corp., the owner of the land where Axelum’s 

manufacturing facilities in Medina, Misamis Oriental are located, for the latter’s application with the Philippine 

Economic Zone Authority (PEZA) in order to convert the land into an Economic Zone (“EcoZone”) wherein 

Axelum will be the sole registered locator of the EcoZone once approved.  As an EcoZone locator, Axelum shall be 

entitled to all the benefits accorded an EcoZone locator, such as tax-free importations, income tax holidays, and 

exemption from payment of any government fees, among others. On 27 September 2017, PEZA granted the pre-

qualification clearance to AllCoco for the conversion and declaration of an existing industrial complex into an Agri-

Industrial Economic Zone. However, said clearance is contingent on the submission of the transfer certificate of 

titles registered under the name of AllCoco of the remaining 24,954 sq.m. (out of the 191,508 sq.m. total aggregate 

area) which only have tax declarations. As soon as AllCoco has completed the transfer and titling of the remaining 
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land and submitted copies of the transfer certificate of titles to PEZA, the latter shall endorse the application to the 

Office of the President for Presidential Proclamation. 

 

The Company is exposed to inventory risk 

Axelum, in its normal course of business, can be exposed to inventory risks which include inventory losses due to 

obsolescence, theft, pilferage, spoilage, and other damage.  

 

If the Company fails to properly manage its inventory, it may suffer lower inventory turnover, which could have an 

adverse effect on the Company’s business, financial condition and results of operations. 

 

The Company ships its goods on a first-in, first-out basis using its Inventory Management system that tracks down 

all our production using bag numbers and production dates and other relevant information that allows quality audit 

trails.  Regular due diligence checks are being conducted also by the warehouse and logistic teams, including 

inspection of container vans. Annual physical inventory count is also being conducted and at, certain times, specific 

inventory or surprise inventory counts are being held as and when necessary.   

 

The Company engages third-party logistics service providers to deliver the Company’s products, and their failure 

to provide timely and high quality logistics services may adversely affect the Company’s brand image and 

financial conditions.  

 

The Company engages independent third-party logistics service providers to deliver the Company’s products to its 

customers either by sea or land, by sea or by air freight. Delivery disruptions such as transportation bottlenecks, 

inclement weather and natural disasters, social unrest, vehicle breakdown, labour strikes or other circumstances 

beyond the Company's control may result in delayed or lost deliveries. There is no assurance that the logistics 

service providers will be able to deliver the Company's products according to the delivery schedule. If the logistics 

service providers fail to deliver the Company's products to its customers on time or if the Company's products are 

damaged in the course of delivery, the Company's customers may refuse to accept its products and the Company's 

reputation and brand image may suffer as a result.   The Company may also be subject to penalties in the event of 

late delivery, which may materially and adversely affect its financial position. In addition, any significant increase in 

the cost of transportation, such as fuel cost, will increase the Company's operating expenses. 

 

In addition, there can be no assurance that the Company will be able to effectively coordinate its logistics strategy to 

the degree necessary for the realization of its growth plans. As the Company continue to expand, it needs to ensure 

that it is able to secure efficient service providers for its products. Any failure to establish such a network could have 

an adverse effect on the Company’s expansion plans, operating costs and results of operations.  

 

To mitigate this risk, the Company engages only in third party logistic companies that have proven track record in 

proper inventory handling, strictly implements the first-in first-out inventory movement, and regular conducts 

inventory in order to ensure that its product inventories are always newly produced. 

 

The Company may not be able to successfully expand through acquisitions.  

 

The Company intends to grow through opportunistic acquisitions and this may result in substantial demands on its 

management, operational and other resources. There can be no assurance that the Company will be able to identify 

suitable acquisition targets and implement its acquisition plans successfully. In addition, the Company may be 

unable to successfully integrate the new operations and the companies or business it acquires into its existing 

operational financial and management systems, procedures and controls. Such acquisitions involve numerous risks 

and uncertainties, including but not limited to: 

 

 inability to identify suitable acquisition targets or complete acquisitions at acceptable terms or prices; 

 the availability, terms and costs of any financing required to make an acquisition; 

 potential ongoing financial obligations and unforeseen or hidden liabilities of the acquisition targets; 

 failure to achieve the intended objectives or benefits, or to generate sufficient revenue to recover the costs 

and expenses, of an acquisition; 

 the diversion of resources and management attention from existing businesses; 
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 the costs of and difficulties in integrating acquired businesses and managing a larger business; and 

 delays in or inability to secure necessary governmental approvals, and third-party consents. 

 

If the Company fails to address or deal with any of the abovementioned risks and uncertainties successfully, its 

financial condition and results of operations may be materially and adversely affected. 

 

To mitigate this risk, the Company shall conduct thorough due diligence, engage third-party professionals for in-

depth analysis of its potential acquisition’s financial, operational and management models and records. The 

Company will also ensure that the target acquisition/s will have synergy with its current operation. 

 

The Company is a party to a number of related party transactions.  

 

The Company has significant commercial transactions with certain companies controlled by its principal 

shareholders, including lease of land, laboratory testing services and the like. The Company’s related party 

transactions are described in greater detail under “Related Party Transactions” and the notes to the financial 

statements appearing elsewhere in this Prospectus. 

 

The Company expects that it will continue to enter into transactions with companies directly or indirectly controlled 

by or associated with its principal shareholders. These transactions may involve potential conflicts of interest which 

could be detrimental to the Company or its shareholders.  

 

Under Section 50 of the National Internal Revenue Code, in the case of two or more businesses owned or controlled 

directly or indirectly by the same interests, the BIR Commissioner is authorized to distribute, apportion, or allocate 

gross income or deductions between or among such businesses upon determination of the necessity to prevent 

evasion of taxes or to clearly reflect the income of any such business. 

 

On January 23, 2013, the BIR issued Regulation No. 2-2013 on Transfer Pricing Regulations (the “Transfer Pricing 

Regulations”) which adheres to the arm’s length methodologies set out under the Organization for Economic 

Cooperation and Development Transfer Pricing Guidelines. The Transfer Pricing Regulations are applicable to 

cross-border and domestic transactions between related parties and associated enterprises. The BIR Transfer Pricing 

Regulations defines related parties as two or more enterprises where one enterprise participates directly or indirectly 

in the management, control, or capital of the other; or if the same persons participate directly or indirectly in the 

management, control, or capital of the enterprises.  The arm’s length principle requires the transaction with a related 

party to be made under comparable conditions and circumstances as a transaction with an independent party such 

that if two related parties derive profits at levels above or below comparable market levels solely by reason of the 

special relationship between them, the profits will be deemed as non-arm’s length. In such a case, the BIR can make 

the necessary adjustments to the taxable profits of the related parties so as to reflect the true value that would 

otherwise be derived on an arm’s length basis. 

 

The Company has a number of related party transactions that have been entered into on an arm’s length basis. 

However, there can be no assurance that the BIR will view these transactions as arm’s length on the basis of the 

Transfer Pricing Regulations. 

 

The Company can provide no assurance that its level of related party transactions will not have an adverse effect on 

its business or results of operations. To mitigate the risk,  the Company implements general policies and business 

practices that ensure the fair economic treatment of counter-parties (e.g., service providers like product testing, 

owners of leased spaces, and similar transactions) to arrive at arms-length pricing or commercial agreements 

associated thereto.  ARC follows a strict policy of ensuring that commercial agreement and other components 

thereto such as pricing, interest rates, penalties, and payment terms and conditions adhere to market conditions and 

standards.   Proper treatment of such transactions and other transactions that may be viewed or interpreted as related-

party transactions are also addressed in the Company's Corporate Governance Manual which was formally approved 

by the Board of Directors of the Company on March 20, 2019.  In addition, the Company, once it becomes a 

publicly listed company is required to comply with SEC Memorandum Circular No. 10 series of 2019 or the rules on 

material related party transactions.  
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RISKS RELATING TO THE PHILIPPINES 

 

To mitigate the risks identified below, the Company shall continue to adopt what it considers conservative financial 

and operational controls and policies within the context of the prevailing business, economic, and political 

environment taking into consideration the interests of its customers, Shareholders, and other stakeholders. 

 

The Company is exposed to business, political, operational, financial, and economic risks in the Philippines. 

 

There is no assurance that there will be no occurrence of an economic slowdown in the Philippines. Factors that may 

adversely affect the economy include but are not limited to: 

 

 decreases in business, industrial, manufacturing, or financial activity in the Philippines or in the global 

market; 

 scarcity of credit or other financing, resulting in lower demand for products and services; 

 the sovereign credit ratings of the country; 

 exchange rate fluctuations; 

 a prolonged period of inflation or increase in interest rates; 

 an increase in unemployment levels or decrease in consumer confidence; 

 a decrease in remittances from overseas Filipino workers; 

 changes in the relevant government's taxation policies; 

 natural disasters, including typhoons, earthquakes, fires, floods, and similar events; 

 political instability, terrorism, or military conflict in the Philippines, other countries in the region or 

globally; and, 

 other regulatory, political, or economic developments in or affecting the Company 

 

Changes in law including unexpected changes in regulatory requirements, affect the Company’s business plans. 

Increases in duties and taxation and a potential reversal of current tax or other currently favorable policies 

encouraging foreign investment or foreign trade by host countries may lead to the imposition of government 

controls, changes in tariffs, or trade restrictions on imported products.   

 

Actions which may be taken by foreign governments pursuant to any trade restrictions, such as “most favored 

nation” status and trade preferences, as well as potential foreign exchange and repatriation controls on foreign 

earnings, exchange rate fluctuations, and currency conversion restrictions may adversely affect the Company’s 

business and financial condition. 

 

Under existing foreign exchange controls in the Philippines, as a general rule, Philippine residents may freely 

dispose of their foreign exchange receipts and foreign exchange may be freely sold and purchased outside the 

Philippine banking system. Restrictions exist on the sale and purchase of foreign exchange in the Philippine banking 

system. In the past, the Government has instituted restrictions on the ability of foreign companies to use foreign 

exchange revenues or to convert Philippine pesos into foreign currencies to satisfy foreign currency- denominated 

obligations, and no assurance can be given that the Government will not institute such or other restrictive exchange 

policies in the future. 

 

The occurrence of natural disasters or other catastrophes, severe weather conditions, or outbreaks of contagious 

diseases may materially adversely affect the Philippine economy and disrupt the Company’s operations. 

 

The Philippines has experienced a number of major natural catastrophes including typhoons, droughts, floods, 

volcanic eruptions and earthquakes that could adversely affect the Company’s business. Some of the recent and 

notable calamities that hit the country were Typhoon Ondoy in 2009, Typhoons Pedring and Sendong in 2011, 

Typhoon Pablo in 2012, the Bohol and Cebu Earthquake in 2013, and Typhoon Yolanda in 2013. Recently, on April 

22, 2019, a magnitude 6.1 earthquake struck parts of Luzon, including Metro Manila. Likewise, any occurrence of 

pest infestations affecting coconut trees may adversely affect the supply of coconut for the Company’s products, 

which in turn may affect the costing and revenues of the Company. There can be no assurance that the occurrence of 

such natural catastrophes will not materially disrupt the Company’s operations or any assurance that the Company 

will be capable of dealing with or recovering from such situations. These factors, which are not within the 
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Company’s control, could potentially have significant effects on the Company’s operations. The Company’s 

property insurance may not cover all cases of loss of material property. Any such accident could have a material 

adverse effect on the Company’s business, financial condition and results of operations. 

 

Any political instability in the Philippines may adversely affect the business operations, plans, and prospects of 

the Company. 

 

The Philippines has from time to time experienced severe political and social instability. The Philippine Constitution 

provides that, in times of national emergency, when the public interest so requires, the Government may take over 

and direct the operation of any privately-owned public utility or business. In the last few years, there were instances 

of political instability, including public and military protests arising from alleged misconduct by the previous 

administration.  

 

On March 27, 2014, the Government and the Moro Islamic Liberation Front (“MILF”) signed a peace agreement, 

the Comprehensive Agreement on Bangsamoro. On September 10, 2014, the draft of the Bangsamoro Basic Law 

(“BBL”) was submitted by former President Benigno Aquino III to the Congress of the Philippines (“Congress”). 

The BBL is a draft law intended to establish the Bangsamoro political entity in the Philippines and provide for its 

basic structure of government, which would replace the existing Autonomous Region in Muslim Mindanao 

(“ARMM”). Following the Mamasapano incident where high-profile terrorists clashed with armed members of the 

Bangsamoro Islamic Freedom Fighters (“BIFF”) and MILF leading to the deaths of members of the Special Action 

Force of the Philippine National Police (“SAF”), MILF, the BIFF, and several civilians, the Congress stalled 

deliberations on the BBL. The Board of Inquiry on the Mamasapano incident and the Senate of the Philippines 

(“Senate”) then released their reports on the Mamasapano incident. On March 27, 2015, former President Aquino 

named a Peace Council consisting of five original members to study the draft BBL. Seventeen co-convenors were 

later named as part of the Peace Council. The Peace Council examined the draft law and its constitutionality and 

social impact. The Peace Council members testified before the House of Representatives and the Senate, and 

submitted their report, which endorsed the draft BBL but with some proposed amendments. On May 13 and 14, 

2015, the Senate conducted public hearings on the BBL in Zamboanga and Jolo, Sulu, with the Zamboanga City 

government and sultanate of Sulu opposing their inclusion in the proposed Bangsamoro entity. On June 6, 2017, the 

Bangsamoro Transition Commission approved the final draft of the BBL. The final draft was submitted to President 

Rodrigo Duterte in the presence of Congress on July 17, 2017. On September 20, 2017, President Duterte gave 

verbal commitments to certify as urgent the BBL in order to facilitate the immediate passage of the bill. On 

February 1, 2018, President Duterte gave further verbal commitments to have the BBL passed before any charter 

change to the Philippine Constitution (the “Constitution”), and the administration remains to expect the passage of 

the bill by March 2018. On May 30, 2018 and May 31, 2018, the House of Representatives and the Senate, 

respectively, approved their final version of the bill. Representatives from the two chambers of Congress met for the 

bicameral conference committee on July 9 to 13, 2018 to iron out differences in their versions of the BBL. On July 

27, 2018, President Rodrigo Duterte signed Republic Act No. 11054, approving the BBL, which was renamed the 

“Bangsamoro Organic Law.” The Bangsamoro plebiscite was held on January 21, 2019, and the Bangsamoro 

Organic Law was ratified. Further to said plebiscite, the people of the ARMM voted to ratify the law creating a new 

Bangsamoro region also known as the Bangsamoro Autonomous Region in Muslim Mindanao which will replace 

the ARMM. The next step is for President Duterte to appoint the chief minister and officials who will form the 

Bangsamoro Transition Authority. 

 

The Philippine presidential elections were held on May 9, 2016 and on June 30, 2016. President Rodrigo Duterte 

assumed the presidency with a mandate to advance his “Ten-Point Socio-Economic Agenda” focusing on policy 

continuity, tax reform, infrastructure spending, and countryside development, among others. The Duterte 

government has initiated efforts to build peace with communist rebels and other separatists through continuing talks 

with these banks. The shift to the federal parliamentary form of government is likewise targeted to be achieved in 

two years. 

 

On April 28, 2014, the Philippines and United States (“U.S.”) officials signed the Enhanced Defense Cooperation 

Agreement (“EDCA”) shortly before the visit to the Philippines of former U.S. President Barack Obama. This 

agreement was intended to foster the implementation of the Philippines and U.S. Mutual Defense Treaty and to 

allow a greater U.S. military presence in the Philippines. Activists criticized the move and held protests and some 

lawmakers argued that there was a lack of transparency in the preparation and signing of the agreement.  



37 

 

 

President Duterte has spoken publicly about the potential of the Philippines ending certain mutual defense treaties 

and agreements with the United States, including EDCA; however, no formal plans have been announced. In a 

written statement published on September 6, 2016, the Department of Foreign Affairs affirmed that President 

Duterte continues to value the alliance with the United States, noting that both countries share common goals in their 

pursuit of the war against drugs, terrorists, crime, and poverty. 

 

There can be no assurance that the current administration will continue to implement social and economic policies 

favored by the previous administration. Major deviation from the policies of the previous administration or 

fundamental change of direction, including with respect to Philippine foreign policy, may lead to an increase in 

political or social uncertainty and instability. The President’s unorthodox and radical methods may also raise risks of 

social and political unrest. Any potential instability could have an adverse effect on the Philippine economy and 

could cause interruption to all or part of our Company’s business. Any such political destabilization could materially 

and adversely affect our Company’s business, financial conditions, results of operations, and prospects. 

 

Unforeseen shifts in the Philippine economy could have a negative effect on the Company’s business. 

 

The Company’s manufacturing operations are presently conducted in the Philippines and our revenues are entirely 

sourced from such manufacturing operations in the Philippines. As such, our business, financial condition, and 

results of operations are subject to a significant degree to the general state of the Philippine economy. Over the 

years, the Philippines has experienced periods of slow or negative growth, high inflation, unforeseen devaluation of 

the Philippine currency, imposition of exchange controls, debt restructuring, and significant rise in oil prices. 

 

On March 27, 2013, Fitch Ratings (“Fitch’s”) upgraded the Philippines’ Long-Term Foreign-Currency IDR to 

‘BBB-’ from ‘BB+’, and the Long-Term Local-Currency IDR to ‘BBB’ from ‘BBB-’, both with stable outlooks. 

Fitch’s also upgraded the Country Ceiling to ‘BBB’ from ‘BBB-’ and the Short-Term Foreign-Currency IDR to ‘F3’ 

from ‘B’. The upgrade of Philippines’ sovereign ratings reflects the strength of the Philippines’ sovereign external 

balance sheet relative not only to ‘A’ range peers, but also to ‘BB’ and ‘BBB’ category medians. 

 

On May 8, 2014, Standard & Poor’s Ratings Services (“S&P”) upgraded the Philippines’ sovereign long-term credit 

rating to ‘BBB’ from ‘BBB-’ and the Philippines’ sovereign short-term credit rating to ‘A-2’ from ‘A-3’. S&P 

assigned a stable outlook on the new ratings, with the new ratings to hold for six months to one year. According to 

S&P, “based on our assessment that even though a change of administration after the presidential elections in 2016 

represents some uncertainty for reforms, the risks have shifted toward maintaining the impetus and direction of the 

process, away from a potential reversal or abandonment of advances achieved to date.” On April 30, 2019, S&P 

raised the Philippines sovereign long-term credit rating to BBB+, which is its highest rating to date. According to 

S&P, the upgrade was made on the basis of the Philippines’ consistent economic growth, solid fiscal accounts, and 

good position in the external environment. S&P stated that with the enactment of the first package of the 

Comprehensive Tax Reform Program under TRAIN Act, finances are expected to remain sustainable while the 

country addresses pressing infrastructure needs. 

 

Despite being hit by the worst typhoon in its history, the Philippine economy has maintained strong macroeconomic 

fundamentals and steady real GDP growth of 7.2% in 2013, an improvement from 6.8% achieved in 2012. While the 

damage from Typhoon Haiyan (Yolanda) pushed up inflation on a two-year high of 4.5% in May 2014 and darkened 

the medium-term economic forecast, the Philippines benefitted from a surge in foreign direct investment (“FDI”). 

Net FDI inflow for March 2014 was US$476 million, an increase of 78.5% as compared to March 2013. Cumulative 

FDI for the first three months of 2014 was US$1.9 billion. Equity placements reflected broader annual trends, with 

financing sourced from the U.S., Hong Kong, Japan, Singapore, and Taiwan. The majority of funds went into the 

financial, insurance, real estate, manufacturing, wholesale and retail trade, and mining sectors. 

 

In 2018, the Philippines boasted GDP growth of 6.2%, which was actually lower than the 6.7% growth recorded in 

2017. Despite the lower growth in 2018, the country still placed among the strongest growing economies in the 

world, alongside India, Vietnam, and China. The slower growth was attributed to a steep rise in inflation which hurt 

household consumption. Strong typhoons and poor irrigation also contributed to the slower growth. For 2019, 

analysts expect that the country will bounce back to 6.4% growth. However, this expected growth might be hindered 
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by both environmental and political causes such as changing weather conditions due to global warming and political 

destabilization due to the recently concluded elections. 

 

Although growth in FDI is expected to continue following Fitch’s, S&P’s, and Moody’s decision to upgrade the 

credit rating of the Philippines, no assurance can be given that Fitch’s, S&P’s, Moody’s or any other international 

credit rating agency will not in the future, downgrade the credit ratings of the Philippines, which will affect 

Philippine companies including our Company. Any such downgrade could have an adverse impact on the liquidity 

of the Philippine financial market, the ability of the Government and Philippine companies to raise additional 

financing, and the interest rates and other commercial terms at which such additional financing will be made 

available. Additionally, there can be no assurance that the Philippines will maintain strong economic fundamentals 

in the future. Unforeseen economic shifts could lead to economic downturns, which may have an adverse effect on 

our business or our results of operations. 

 

Acts of terrorism and violent crimes could destabilize the country and could have a material adverse effect in the 

Company’s business and financial condition. 

 

The Philippines has been subject to a number of terrorist attacks since 2000.  In recent years, the Philippine military 

has also been in conflict with the Abu Sayyaf organization, which claims to have ties to the al-Qaeda terrorist 

network and the ISIS, and has been identified as being responsible for certain kidnapping incidents and other 

terrorist activities, particularly in the southern part of the Philippines.  In September 2015, Canadians John Ridsdel 

and Robert Hall, Norwegian Kjartan Sekkingstad, and Filipina Marites Flor were kidnapped from a tourist resort on 

Samal Island in southern Philippines by the Abu Sayyaf which demanded ransom for the hostages’ release. Hall and 

Ridsdel were later beheaded on separate occasions in April and June 2016, respectively, after the ransom demands 

were not allegedly met. After almost a year in captivity, Sekkingstad and Flor were finally released. In September 

2016, the Abu Sayyaf abducted Jurgen Gustav Kantner and killed his wife while the couple were sailing off the 

waters of the southern Philippines. Kantner was beheaded in February 2017, after ransom demands were not 

allegedly met. An increase in the frequency, severity or geographic reach of these terrorist acts could destabilize the 

Philippines, and adversely affect the country’s economy.   

 

Moreover, isolated bombings have taken place in the Philippines in recent years, mainly in regions of the southern 

part of the Philippines, such as the province of Maguindanao. Although no one has claimed responsibility for these 

attacks, it is believed that the attacks were the work of various separatist groups, possibly including the Abu Sayyaf 

organization. An increase in the frequency, severity or geographic reach of these terrorist acts could destabilize the 

Philippines, and adversely affect the country’s economy. 

 

The Government and the Armed Forces of the Philippines (“AFP”) have clashed with members of several separatist 

groups seeking greater autonomy, including the Moro Islamic Liberation Front (“MILF”), the Moro National 

Liberation Front (“MNLF”) and the New People’s Army (“NPA”). On January 25, 2015, 44 members of the Special 

Action Force of the Philippine National Police were killed in an operation intended to capture or kill wanted 

Malaysian terrorist and bomb-maker Zulkifli Abdhir and other Malaysian terrorists and/or high-ranking members of 

the Bangsamoro Islamic Freedom Fighters and the MILF. These continued conflicts between the Government and 

separatist groups could lead to further injuries or deaths by civilians and members of the military, which could 

destabilize parts of the country and adversely affect the country’s economy.  

 

On September 2, 2016, a bombing that killed 15 and injured 71 took place in Davao City, Mindanao. It is believed 

that the Abu Sayyaf organization and/or their allies are responsible for the bombing. In May 2017, members of the 

Maute group, a local terrorist group with alleged allegiances to the Islamic State of Iraq and Syria, captured parts of 

Marawi City in Lanao del Sur to allegedly establish an Islamic State caliphate in Mindanao. In response, President 

Duterte issued Proclamation No. 216 declaring martial law and suspended the writ of habeas corpus over the whole 

island of Mindanao, allowing arrests for those connected with the crisis. The Congress granted the request of 

President Duterte to extend martial law in Mindanao until December 31, 2017. The Congress subsequently approved 

a second extension of martial law until December 31, 2018, and a third extension until December 31, 2019. On 

October 17, 2017, President Duterte declared the liberation of Marawi City from terrorists and the beginning of the 

rehabilitation of Marawi City. As of October 30, 2017, more than 1,000 people including at least 165 soldiers, 919 

Maute group fighters, and 47 civilians have been killed since fighting broke out. Currently, several fund-raising 
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activities are being held by local government units to help rebuild Marawi City as well as aid families of the soldiers 

and policemen who were killed in the campaign to retake Marawi City from terrorists. 

 

Similar attacks or conflicts between the Government and armed or terrorist groups could lead to further injuries or 

deaths of civilians and police or military personnel, which could destabilize parts of the country and adversely affect 

the country’s economy. Any increase in the frequency, severity, or geographic reach of terrorist acts could adversely 

affect the country’s economy. Any such destabilization could cause interruption to parts of the Company’s business 

and materially and adversely affect its financial conditions, results of operations, and prospects. 

 

Public health epidemics or outbreaks of diseases could have an adverse effect on economic activity in the 

Philippines, and could materially and adversely affect the Company’s business, financial condition, and results 

of operations. 

 

In April 2009, an outbreak of the H1N1 virus, commonly referred to as “swine flu,” occurred in Mexico and spread 

to other countries, including the Philippines. In August 2014, the World Health Organization (“WHO”) declared the 

Ebola outbreak that originated in West Africa as an international health emergency in view of the rising death toll 

due to the disease. That month, a Filipino seaman in Togo was quarantined for exhibiting symptoms of Ebola virus 

infection but was later released after testing negative for the disease. While still Ebola-free, the Philippines, 

however, remains vulnerable to exposure and spread of the disease for the following reasons: a) the considerable 

number of overseas Filipino workers in the Ebola-hit West African countries; b) the impact of international travel 

which raises the probability of transmission; and c) lack of the necessary infrastructure to contain the spread of the 

disease. In March 2016, the Director-General of WHO terminated the Public Health Emergency of International 

Concern on the Ebola Virus Disease outbreak.  

 

In February 2015, a Filipina nurse who arrived from Saudi Arabia tested positive for the MERS-CoV (i.e., the 

Middle East Respiratory Syndrome-Corona virus). She was quarantined, received medical treatment, and later 

discharged and cleared of the disease by the Department of Health. All known contacts of the said nurse, including 

some passengers in the same flight that arrived from Saudi Arabia, were also cleared of the infection, putting the 

country once again free of an active case of the disease. 

 

In March 2016, reports of an American woman who stayed in the Philippines for four weeks in January 2016, tested 

positive for the Zika virus upon returning home, indicating the local transmission of the disease through the Aedes 

aegypti mosquito. In May 2016, a South Korean national was reported to have acquired the infection while visiting 

the Philippines, following earlier reports of two other confirmed cases of the viral infection in the country. All of the 

patients had recovered, indicating that the Zika viral infection acquired in the country was self-limiting. 

 

In August 2017, an outbreak of bird flu from a poultry farm in Central Luzon was confirmed, and the avian 

influenza strain was later found to be transmissible to humans. In response to the outbreak, restrictions on the 

transport and sale of birds and poultry products outside a seven-kilometer radius control area surrounding the 

affected site were imposed. The Philippines has since been cleared of any human infection of the avian influenza 

virus. 

 

If the outbreak of the Ebola virus, MERS-CoV, Zika virus, bird flu or any public health epidemic becomes 

widespread in the Philippines or increases in severity, it could have an adverse effect on economic activity in the 

Philippines, and could materially and adversely affect the Company’s business, financial condition and results of 

operations. 

 

The proposed amendment of the Constitution, advocated by the Duterte Administration, has caused, and may 

continue to cause, political unrest which could adversely affect the Company’s financial condition, results of 

operations, and cash flows. 

 

Despite constitutional reform being a divisive issue in the Philippines, the Duterte Administration has considered it a 

legislative priority to amend the Philippine Constitution primarily to change the form of Philippine government from 

a unitary one to a federal one (“Charter Change”). The shift to a federal form of government was among President 

Duterte’s key promises during his election campaign in 2016. President Duterte believes that the shift would 
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promote peace most especially in conflict-torn Mindanao, curb poverty nationwide, and empower local government 

units in the Philippines. 

 

The House of Representatives has already taken the initial steps toward the establishment of a Philippine federal 

structure of government. On January 16, 2018, the House of Representatives passed Joint Resolution No. 9, 

proposing that both the Senate and the House of Representatives transform into a Constitutional Assembly with the 

authority to amend the Constitution. On January 17, 2018, the subcommittee on constitutional amendments of the 

House of Representatives presented its proposed amendments to political provisions of the current Constitution, 

including the establishment of a Federal Republic divided into five states: Luzon, Metro Manila, Visayas, 

Bangsamoro, and Mindanao. Each state, under the said proposal, would have a unicameral state assembly with 

legislative powers and a premiere with executive powers. The subcommittee likewise proposed to establish a 

parliament with a 300-member Federal Assembly as national legislative department and a Senate as the regional 

legislative body. Meanwhile, the president would remain as head of state under the proposal and would have a term 

of five years with one re-election, whereas a prime minister would be constituted as the head of the Philippine 

government, and would be elected by members of the Philippine parliament.  

 

With respect to proposed amendments to economic provisions of the current Constitution, the House of 

Representatives subcommittee also proposed to delete certain provisions in the current Constitution providing 

foreign nationality restrictions, particularly in the following areas: exploitation, development and utilization of 

natural resources, ownership of alienable lands, franchise on public utilities, practice of profession, ownership of 

educational institutions, mass media, and advertising. Business groups in the Philippines believe that such 

amendments will enable the Government to achieve its goal of sustainable and inclusive economic growth, and that 

an increase in foreign investments would create more job opportunities for Filipinos. 

 

The Speaker of the House of Representatives has posited that the House of Representatives alone may proceed to 

amend the Constitution even without the concurrence of the Senate, but senators insist that the lower house of 

Congress must wait for Senate concurrence to formally begin proposing amendments to the Constitution. The 

impasse between the two chambers has resulted to a crisis of government administration, causing conflicts among 

different political groups. In addition, while President Duterte has stated that he wishes to step down from office at 

the end of his six-year term in 2022, critics believe that Charter Change would pave the way for Duterte to 

perpetuate his political power and begin an authoritarian regime over the archipelago. 

 

On May 13, 2019, the Philippines held its national elections for 12 seats in the Senate, all the seats in the House of 

Representatives, and numerous positions in local governments. There can be no assurance that the elected officials 

will continue to implement the economic, development, and regulatory policies of their predecessors, including 

those policies that may have an effect on the Company’s assets and operations. 

 

Due to the Company’s business being subject to extensive regulation from the Government and dependence on 

economic stability, the potential for instability and unrest may have a material adverse effect on the Company and its 

financial condition, results of operations, and prospects. 

 

Territorial disputes with China and a number of Southeast Asian countries may disrupt the Philippine economy 

and business environment. 

 

The Philippines, China, and several Southeast Asian nations have been engaged in a series of long-standing 

territorial disputes over certain islands in the West Philippine Sea, also known as the South China Sea. The 

Philippines maintains that its claim over the disputed territories is supported by recognized principles of 

international law consistent with the United Nations Convention on the Law of the Sea (“UNCLOS”). The 

Philippines made several efforts during the course of 2011 and 2012 to establish a framework for resolving these 

disputes, calling for multilateral talks to delineate territorial rights and establish a framework for resolving disputes. 

 

Despite efforts to reach a compromise, a dispute arose between the Philippines and China over a collection of small 

islands and reefs known as the Scarborough Shoal. In April and May 2012, the Philippines and China accused each 

other of deploying vessels to the shoal in an attempt to take control of the area, and both sides unilaterally imposed 

fishing bans at the shoal later that year. These actions threatened to disrupt trade and other ties between the two 

countries, including a temporary ban by China on Philippine banana imports, as well as a temporary suspension of 
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tours to the Philippines by Chinese travel agencies. Since July 2012, Chinese vessels have reportedly turned away 

Philippine fishing boats attempting to enter the shoal, and the Philippines has continued to protest China’s presence 

there. In January 2013, the Philippines sent notice to the Chinese embassy in Manila that it intended to seek 

international arbitration to resolve the dispute under UNCLOS. China rejected and returned the notice sent by the 

Philippines to initial arbitral proceedings. 

 

On May 9, 2013, a Philippine Coast Guard ship opened fire on a Taiwanese fisherman’s vessel in a disputed 

exclusive economic zone between Taiwan and the Philippines, killing a 65-year old Taiwanese fisherman. Although 

the Philippine government maintained that the loss of life was unintended, Taiwan imposed economic sanctions on 

the Philippines in the aftermath of the incident. Taiwan eventually lifted the sanctions in August 2013 after the 

Government of the Philippines issued a formal apology. 

 

In September 2013, the Permanent Court of Arbitration in The Hague, Netherlands issued rules of procedure and 

initial timetable for the arbitration in which it would act as a registry of the proceedings. On July 12, 2016, the five-

member Arbitral Tribunal at the Permanent Court of Arbitration in The Hague, unanimously ruled in favor of the 

Philippines on the maritime dispute over the West Philippine Sea. The Arbitral Tribunal’s landmark decision 

contained several rulings, foremost of which invalidated China’s “nine-dash line”, or China’s alleged historical 

boundary covering about 85% of the South China Sea, including 80% of the Philippines Exclusive Economic Zone 

(“EEZ”) in the West Philippine Sea. Despite the decision, the Chinese government has maintained its position that 

the Arbitral Tribunal had no jurisdiction over the dispute, and thus, the decision is not binding on the Chinese 

government. In recent years, the Chinese Government successfully registered names for five undersea features found 

in the Philippine Rise (formerly Benham Rise) with the International Hydrographic Organization. This is despite the 

decision that the United Nations Commission on the Limits of the Continental Shelf had already granted the 

Philippines full territorial claim to the Philippine Rise in April 2012. While the Philippine Government downplays 

the Chinese names, the Philippines’ central mapping agency is seeking the assistance of the Department of Foreign 

Affairs for the nullification of the Chinese names for underwater features from the International Hydrographic 

Organization-Intergovernmental Oceanographic Commission General Bathymetric Chart of the Oceans (“IHO-IOC 

GEBCO”) Sub-Committee on Undersea Feature Names (“SCUFN”). 

 

Should territorial disputes between the Philippines and other countries in the region continue or escalate further, the 

Philippines and its economy may be disrupted, and the Company’s operations could be adversely affected as a 

result. In particular, further disputes between the Philippines and other countries may lead to reciprocal trade 

restrictions on the other’s imports or suspension of visa-free access and/or overseas Filipinos permits. Any impact 

from these disputes in countries in which the Company has operations could materially and adversely affect the 

Company’s business, financial condition, and results of operations. 

 

RISKS RELATING TO THE OFFER AND OFFER SHARES  

 

There can be no guarantee that the Offer Shares will be registered with the SEC and listed on the PSE, or that 

there will be no other regulatory action that could delay or affect the Offer. 

 

Purchasers of Offer Shares will be required to pay for such Offer Shares on the Settlement Date, which is expected 

to be on October 1, 2019.  Although the PSE is expected to approve the Company’s applications to list the Offer 

Shares because the Listing Date is scheduled to occur after the Settlement Date, there can be no guarantee that 

listing will occur on the anticipated Listing Date or at all. Furthermore, there is no guarantee that the shares will be 

registered with the SEC. Delays in registration with the SEC and admission and the commencement of trading in 

shares on the PSE have occurred in the past. If the SEC does not approve the registration of the shares and the PSE 

does not admit the Offer Shares onto the PSE, the market for the Offer Shares would be illiquid and shareholders 

may not be able to trade the Offer Shares. This may materially and adversely affect the value of the Offer Shares. 

 

There has been no prior market for the Shares, so there may be no liquidity in the market for the Offer Shares 

and the price of the Offer Shares may fall. 

 

As there has been no prior trading in the Common Shares, there can be no assurance that an active market for the 

Offer Shares will develop following the Offer or, if developed, that such market will be sustained. As there may be 
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limited liquidity in the Common Shares, there can be no assurance that an active market for the Offer Shares will 

develop following the Offer or, if developed, that such market will be sustained. 

 

The Offer Price has been determined after taking into consideration a number of factors including, but not limited to, 

the Company’s prospects, the market prices for shares of companies engaged in related businesses similar to the 

Company’s and prevailing market conditions. The price at which the Common Shares will trade on the PSE at any 

point in time after the Offer may vary significantly from the Offer Price. 

 

The Offer Shares may not be a suitable investment for all investors. 

 

Each prospective investor in the Offer Shares must determine the suitability of that investment in light of its own 

circumstances. In particular, each prospective investor should: 

 

 have sufficient knowledge and experience to make a meaningful evaluation of the Company and its 

businesses, the merits and risks of investing in the Offer Shares and the information contained in this 

Prospectus; 

 have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular 

financial situation, an investment in the Offer Shares and the impact the Offer Shares will have on its 

overall investment portfolio; 

 have sufficient financial resources and liquidity to bear all of the risks of an investment in the Offer Shares, 

including where the currency for purchasing and receiving dividends on the Offer Shares is different from 

the potential investor’s currency; 

 understand and be familiar with the behavior of any relevant financial markets; and 

 be able to evaluate (either alone or with the help of a financial advisor) possible scenarios for economic, 

interest rate and other factors that may affect its investment and its ability to bear the applicable risks. 

 

The market price of the Common Shares may be volatile, which could cause the value of investors’ investments 

in the Company to decline. 

 

The market price of securities can and does fluctuate, and it is impossible to predict whether the price of the 

Common Shares will rise or fall or even lose all of its value. The market price of Common Shares could be affected 

by several factors, including: 

 

 general market, political and economic conditions; 

 changes in earnings estimates and recommendations by financial analysts; 

 changes in market valuations of listed shares in general and other retail shares in particular; 

 the market value of the assets of the Company; 

 changes to Government policy, legislation or regulations; and 

 general operational and business risks. 

 

In addition, many of the risks described elsewhere in this Prospectus could materially and adversely affect the 

market price of the Common Shares. 

 

In part as a result of the global economic downturn, the global equity markets have experienced price and volume 

volatility that has affected the share prices of many companies. Share prices for many companies have experienced 

wide fluctuations that have often been unrelated to the operating performance of those companies. Fluctuations such 

as these may adversely affect the market price of the Common Shares. 

 

Developments in other markets and countries may adversely affect the Philippine economy and, therefore, the 

market price of the Shares.  

 

In the past, the Philippine economy and the securities of Philippine companies have been, to varying degrees, 

influenced by economic and market conditions in other countries, especially other countries in Southeast Asia, as 

well as investors’ responses to those conditions. Although economic conditions are different in each country, 

investors’ reactions to adverse developments in one country may affect the market price of securities of companies 



43 

 

in other countries, including the Philippines. For example, the recent economic crisis in the United States and 

Europe triggered market volatility in other countries’ securities markets, including the Philippines. Accordingly, 

adverse developments in the global economy could lead to a reduction in the demand for, and market price of, the 

Common Shares. 

 

Shareholders may be subject to limitations on minority shareholders’ rights. 

 

The obligation under Philippine law of majority shareholders and directors with respect to minority shareholders 

may be more limited than those in certain other countries such as the United States or United Kingdom. 

Consequently, minority shareholders may not be able to protect their interests under current Philippine law to the 

same extent as in certain other countries. There can be no assurance that legal rights or remedies of minority 

shareholders will be the same, or as extensive, as those available in other jurisdictions or sufficient to protect the 

interests of minority shareholders. 

 

The Revised Corporation Code, however, provides for certain protective rights to minority shareholders by requiring 

a vote by the shareholders representing at least two-thirds of the Company’s outstanding capital stock for certain 

corporate acts. 

 

Investors may incur immediate and substantial dilution as a result of purchasing Offer Shares. 

 

The Offer Price of the Common Shares may be substantially higher than the net tangible book value of net assets per 

share of the Company’s outstanding Common Shares. Therefore, purchasers of Offer Shares may experience 

immediate and substantial dilution and the Company’s existing shareholders may experience a material increase in 

the net tangible book value of net assets per share of the Common Shares they own. See “Dilution” on page 54 of 

this Prospectus. 

 

Future changes in the value of the Philippine Peso against the U.S. dollar or other currencies will affect the 

foreign currency equivalent of the value of the Common Shares and any dividends. 

 

The price of the Common Shares is denominated in Philippine Pesos. Fluctuations in the exchange rate between the 

Peso and other currencies will affect the foreign currency equivalent of the Peso price of the Common Shares on the 

PSE. Such fluctuations will also affect the amount in foreign currency received upon conversion of cash dividends 

or other distributions paid in Pesos by the Company on, and the Peso proceeds received from any sales of, the Offer 

Shares, as well as the book value of foreign currency assets, and income and expenses and cash flows in the 

Company’s financial statements. 

 

The Company may be unable to pay dividends on the Common Shares. 

 

Dividends declared by the Company on its shares of stock are payable in cash or in additional shares of stock.  

 

The Company has adopted a dividend policy of distributing 15% of the reported net income of the immediately 

preceding fiscal year, payable primarily in cash. However, the Board of Directors, in its discretion may decide to 

declare dividends to be payable in property or shares.  Such periodic regular cash or stock dividend declaration shall 

be subject to exclusion of any retained earnings restricted for expansion, if any, or other purposes. Dividends shall at 

all times, be subject to the final approval of the Company's Board of Directors.  In the case of stock dividends, it 

should have been approved by at least 2/3 of the Company’s total outstanding capital stock at a regular or special 

meeting called for the purpose.  The Company shall likewise conduct a periodic review of the available unrestricted 

balance of retained earnings for purposes of earmarking surplus for future capital expenditures or for distributing the 

same as special cash or stock dividends. The Company's Board of Directors shall periodically review, amend, or 

update the foregoing dividend policy. 

 

Dividends must be approved by the Board (and shareholders in case of a stock dividend declaration) and may be 

declared only from the unrestricted retained earnings of the Company. The Company can give no assurance that it 

will pay any dividends in the future. 
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Declaration of cash dividends by the Company requires the approval of the Board. The declaration of stock 

dividends by the Company requires the approval of its Board and the approval of stockholders representing at least 

2/3 of the outstanding capital stock. 

 

RISKS RELATING TO CERTAIN STATISTICAL INFORMATION IN THIS PROSPECTUS 

 

Certain information contained herein is derived from unofficial publications. 

 

Certain information in this Prospectus relating to the Philippines, the industries in which the Company competes and 

the markets in where the Company operates, including statistics relating to market size, are derived from various 

Government and private publications. This Prospectus also contains industry information which was prepared from 

publicly available third-party sources. Industry publications generally state that the information they contain has 

been obtained from sources believed to be reliable but that the accuracy and completeness of that information is not 

guaranteed. The information contained in the Industry section may not be consistent with other information. 

Similarly, industry forecasts and other market research data, including those contained or extracted herein, have not 

been independently verified by the Company, the Issue Manager, the Joint Lead Underwriters, nor any of their 

respective affiliates or advisors, and may not be accurate, complete, up-to-date or consistent with other information 

compiled within or outside the Philippines. Prospective investors are cautioned accordingly. 

 

Non-verification of Certain Information. 

 

The section of this Prospectus entitled “Industry” was not independently verified by the Company, the Issue 

Manager, and the Joint Lead Underwriters, or any of their respective affiliates or advisors. The information 

contained in this section may not be consistent with other information regarding the Philippine coconut and export 

industry. This section does not present the opinions of the Company, the Issue Manager, and Joint Lead 

Underwriters or any of their respective affiliates. Much of the information set out in this section is based on 

estimates, judgments, opinions and beliefs of the named sources therein and should be regarded as indicative only 

and treated with the appropriate caution. 
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USE OF PROCEEDS 

 

 

The Company estimates that its gross proceeds from the Primary Offer, based on the Offer Price of ₱5.00 per Offer 

Share, will be approximately to ₱3,500 million. We estimate that the net proceeds from the Primary Offer will be 

approximately ₱3,220 million after deducting the applicable costs and expenses for the Primary Offer payable by the 

Company. The Company will not receive any of the proceeds from the sale of Secondary Shares by the Selling 

Shareholder. Costs and expenses pertaining to the sale of Secondary Shares by the Selling Shareholders will be paid 

by the Selling Shareholders on a pro-rata basis. 

 

Based on the Offer Price of ₱5.00 per Offer Share, details on the proposed use of proceeds are as follows:  

 

 

Use of Proceeds  

Estimated 

Amount 

₱ Millions 

 Percentage  
Estimated Timing of 

Disbursement 

Fund strategic acquisitions  820  25%  2020 - 2022 

Expansion of domestic and international 

distribution network 
 530  16%  2020 - 2021 

Installation of new manufacturing facilities and 

improvement and expansion of manufacturing 

facilities 

 470  15%  2020 - 2021 

Retirement of loans and reduction of payables  800  25%  2020 

Other capital expenditure requirements  600  19%  2022 

Total  3,220     

Note:      

*Amounts and/or Percentages are mere estimates and may be subject to change. 

**Timing of disbursement are mere estimates and may be subject to change. 

 

In the event that the Offer proceeds are less than the expected amount, the Company intends to allocate the proceeds 

in order of priority as follows: 

 

1. Fund strategic acquisitions 

2. Expansion of domestic and international distribution network  

3. Installation of new manufacturing facilities for new products and improvement and expansion of 

manufacturing facilities to increase capacity 

4. Retirement of loans and reduction of payables 

5. Other capital expenditure requirements 

 

Fund Strategic Acquisitions 

 

The Company intends to initially allocate ₱820 million to fund strategic acquisitions. The Company’s potential 

target acquisitions should be able to market coconut and other related products in the Company’s markets which 

include the USA, Europe, Eastern Europe, Middle East and major countries in Asia. Some potential target 

acquisitions are located in Vietnam, Indonesia, and Sri Lanka to name a few. 

 

The Company’s potential target acquisitions’ markets must have a strategic fit with the Company’s current 

operations and present opportunities for it to explore other business segments such that it can add value to the new 

markets and/or products using the Company’s existing competitive strengths. The Company is still in the early 

stages of evaluating these options and no definitive agreements have been signed. 

 

The target acquisitions should have brand/s and/or product/s that are now available in major stores and retail outlets 

or are well established outfits dealing with industrial users, traders and the food service industry in the Americas, 

Europe, Asia, Middle East and the Eastern European countries. This includes possible facilities in Poland, Hungary, 

Oregon, or Washington State in the USA. The Company will leverage using the target acquisition brand/s and/or 
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product/s allocated store shelf space access to promote the Company’s existing products as the acquired brands’ 

product extensions.  This will increase the Company’s marketing network in lucrative retail markets and potentially 

allow it to make additional inroads to the private label business via the target acquisition’s distribution outlets. 

 

The target acquisitions must provide the opportunity to increase the Company’s sales revenue base in the shortest 

possible time. The target acquisitions must also provide the Company cashflow benefits as well as profitability 

within a short period of time.  The target acquisitions may be in the coconut product business or other food business 

whose retail and/or distribution/marketing channels could be applied to the coconut product business. The 

acquisition will allow the Company to use its expertise in efficient manufacturing practices, quality certifications, 

and extensive marketing networks to improve the target acquisition’s production efficiencies, product quality, 

shipping and logistics costs, access to international and domestic markets, and ultimately profitability.  

 

The Company is currently in negotiations with several parties to promote the Company’s products as well as express 

potential joint venture on buy-in arrangements to further strengthen existing business relationships, expand supply 

chain arrangements, and vertically integrate the business of the Company by having a firmer foothold in the 

marketing side through these possible business arrangements.  In the event that this/these arrangements materialize, 

the Company will be able to secure presence in additional critical market segments. 

 

The Company emphasized that it is still in the early stages of negotiations with companies for any acquisition. 

 

Expansion of domestic and international distribution network  

 

In line with the Company’s expansion plans, the Company intends to set aside around ₱530 million for establishing 

new domestic and international distribution networks and broaden its supply chain network. The Company intends 

to expand its domestic distribution network through the deployment of a regional sales force and/or the appointment 

of regional distributors to penetrate key areas in the Visayas and in Mindanao such as the Panay Islands, Cebu, 

Davao, General Santos, Zamboanga. The Company likewise intends to strengthen and widen its presence in the 

North Americas by establishing a marketing and distribution office in the West Coast expanding in the South. The 

Company is also looking at establishing marketing and distribution office in Chile and other South American 

countries to promote and market its products beyond Brazil, as well as in Central Europe, for easier access to 

Eastern and Western Europe. In addition, the Company is planning to set-up a semi manufacturing facility with a 

coconut sweetening operation and marketing operation in Canada, similar to its facility in Atlanta, Georgia. With the 

establishment of new marketing, distribution, and manufacturing operations, the Company will not only be able to 

tap markets that are not currently being serviced by the Company but also improve margins as a result of lower 

logistics expenses and supply-chain costs.  

 

Installation of new manufacturing facilities for new products and improvement and expansion of 

manufacturing facilities 

 

The Company plans to allocate a portion of the proceeds from the Primary Offer amounting to ₱470 million to scale-

up production through of new and updated equipment, technology improvements, expansion of manufacturing 

facilities to include boilers, warehouses, trucks, to accommodate increasing volume and the production of new 

products.  

 

The Company intends to put up new coconut manufacturing facilities that will produce emerging coconut products 

in the market. These products have already been marketed in the market and have been growing in volumes in major 

countries in the world. With the Company’s extensive experience in coconut processing, the brand owners of these 

emerging products are seeking to tap the Company to co-manufacture these products. In addition, the Company 

intends to improve and expand current manufacturing facilities. The planned expansion of manufacturing capacity 

will allow the Company to address this additional demand for new coconut products as well as growing demand 

from current and new customers.  

  

Retirement of loans and reduction of payables 

 

The Company intends to use a portion of the proceeds amounting to ₱800 million to retire outstanding interest 

bearing financial obligations and to reduce certain payables thus minimizing interest cost and improving 
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profitability, namely the loan with Metropolitan Bank & Trust Company which is subject to an interest rate of 6% 

per annum and maturing on December 13, 2019. The loan was availed for the Company’s various working capital 

expenditures.  

 

Metropolitan Bank & Trust Company is the parent of First Metro, the Issue Manager, Bookrunner and Joint Lead 

Underwriter of the Offer. 

 

The intention of the Company is to use more than 10% of the net proceeds to retire the loan with Metropolitan Bank 

and Trust Corporation. First Metro was engaged independently by the Company as Issue Manager, Lead 

Underwriter and Bookrunner, and the Offer Price is determined via book building process and the Offer Shares are 

being offered to the general public. Therefore, the potential conflict of interest on the part of First Metro given that it 

is affiliated with Metropolitan Bank and Trust Corporation has been mitigated. 

 

Other capital expenditure requirements 

 

The Company expects to use the remaining net proceeds from the Primary Offer for other capital expenditures, 

which include: 

 

1. Expansion of coconut water filling and processing line expansion 

 

At the appropriate time and when the coconut water market demands increase beyond the Company’s 

current manufacturing capacity, the Company intends to install additional filling and processing lines in its 

manufacturing facility. 

 

Each additional processing line will increase the capacity of the Company to produce coconut water by 

another one million liters a month bringing the Company’s production capacity to four million liters a 

month or forty-eight million liters a year.  This will generate a substantial sales revenue increase as well as 

increased profitability. 

 

2. Others 

 

Similar to the above described increase in coconut water manufacturing capacity, the Company will 

consider installing additional equipment and machineries to increase its manufacturing capacities of its 

other products such as concentrated coconut water should future demand overtake the Company’s capacity 

to produce such products. 

 

The proposed use of proceeds described above represents a best estimate of the use of the net proceeds of the 

Primary Offer based on the Company’s current plans and expenditures. Other than as described above, no part of the 

net proceeds from the Primary Offer shall be used to acquire assets outside of the ordinary course of business or 

finance the acquisition of other businesses, or to reimburse any officer, director, employee or shareholder of the 

Company for services rendered, assets previously transferred, money loaned or advanced, or otherwise. No amount 

of the net proceeds of the Primary Offer will be lent to subsidiaries.  

 

To the extent that the gross proceeds are insufficient to finance the above-mentioned purposes, additional financing 

from loans and internally-generated cash flows will be utilized as necessary. 

 

The actual amount and timing of disbursement of the net proceeds from the Primary Offer for the uses stated above 

will depend on various factors which include, among others, changing market conditions or new information 

regarding the cost or feasibility of the Company’s expansion projects. The Company’s cost estimates may change as 

plans develop, and actual costs may be different from the Company’s budgeted costs. To the extent that the net 

proceeds from the Primary Offer are not immediately applied to the above purpose, the Company will invest the net 

proceeds in interest-bearing short-term demand deposits and/or money market instruments. Aside from underwriting 

and selling fees, the Issue Manager, and the Joint Lead Underwriters will not receive any of the net proceeds from 

the Offer. 
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In the event of any material deviation or substantial adjustment in the planned use of proceeds, the Company shall 

inform its shareholders, the SEC and the PSE in writing at least 30 days before such deviation or adjustment is 

implemented. Any material or substantial adjustments to the use of proceeds, as indicated above, will be approved 

by the Company’s Board of Directors and disclosed to the SEC and the PSE. In addition, the Company shall submit 

via the PSE’s Electronic Disclosure Generation Technology (“PSE EDGE”) the following disclosure to ensure 

transparency in the use of proceeds: 

 

i. any disbursements made in connection with the planned use of proceeds from the Offer; 

ii. Quarterly Progress Report on the application of the proceeds from the Offer on or before the first 15 days 

of the following fiscal quarter, the quarterly progress reports should be certified by the Company’s Chief 

Financial Officer or Treasurer and external auditor; 

iii. annual summary of the application of the proceeds on or before 31 January of the following year,  the 

annual summary report should be certified by the Company’s Chief Financial Officer or Treasurer and 

external auditor; and 

iv. approval by the Company’s Board of Directors of any reallocation on the planned use of proceeds, or of 

any change in the Work Program. The actual disbursement or implementation of such reallocation must be 

disclosed by the Company at least 30 days prior to the said actual disbursement or implementation. 

 

The quarterly and annual reports required in items (ii) and (iii) above must include a detailed explanation for any 

material variances between the actual disbursements and the planned use of proceeds in the Prospectus, if any. The 

detailed explanation must state the approval of the Board as required in item (iv) above.  

 

The Company shall submit an external auditor’s certification on the accuracy of the information reported by the 

Company to the PSE in the Company’s quarterly and annual reports as required in items (ii) and (iii) above. 

 

EXPENSES 

 

Based on the Offer Price of ₱5.00 per Offer Share, the Company estimates that the gross proceeds, expenses, and the 

net proceeds from the Primary Offer will be: 

 
Estimated Amounts 

(₱ millions) 

Total gross proceeds from the Primary Offer 3,500.00 

Less: Expenses  

Underwriting and selling fees  

(including fees to be paid to the PSE Trading Participants, incl. GRT) 
94.09 

Documentary Stamps Tax 7.00 

SEC fees 4.03 

PSE fees (inclusive of VAT) 14.65 

IPO Tax  140.00 

Estimated professional fees  

(including legal, audit, and financial advisory fees) 
17.50 

Others 2.41 

Total estimated expenses from the Primary Offer 279.68 

Estimated net proceeds from the Primary Offer 3,220.32 

  



49 

 

Based on the Offer Price of ₱5.00 per Offer Share, the Company estimates that the gross proceeds, expenses, and the 

net proceeds from the Secondary Offer will be: 

 

 
Estimated Amounts 

(₱ millions) 

Total gross proceeds from the Secondary Offer 500.00 

Less: Expenses  

Underwriting and selling fees  

(including fees to be paid to the PSE Trading Participants, incl. GRT) 
13.44 

Documentary Stamps Tax - 

SEC fees 0.58 

PSE fees 9.00 

IPO Tax 20.00 

Estimated professional fees  

(including legal, audit, and financial advisory fees) 
2.50 

Others 0.34 

Total estimated expenses from the Secondary Offer 39.06 

Estimated net proceeds from the Secondary Offer 454.14 
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DIVIDENDS AND DIVIDEND POLICY 

 

 

Limitations and Requirements 

 

Under Philippine law, dividends may be declared out of a corporation’s Unrestricted Retained Earnings which shall 

be payable in cash, in property, or in stock to all stockholders on the basis of outstanding stock held by them. The 

amount of retained earnings available for declaration as dividends may be determined pursuant to regulations issued 

by the SEC. The approval of the Board of Directors is generally sufficient to approve the distribution of dividends, 

except in the case of stock dividends which requires the approval of stockholders representing not less than two-

thirds of the outstanding capital stock at a regular or special meeting duly called for the purpose. From time to time, 

the Company may reallocate capital among its Subsidiaries, if any, depending on its business requirements. 

 

The Revised Corporation Code prohibits stock corporations from retaining surplus profits in excess of 100% of their 

paid-in capital stock, except when justified by definite corporate expansion projects or programs approved by the 

Board of Directors, or when the corporation is prohibited under any loan agreement with any financial institution or 

creditor from declaring dividend without its consent, and such consent has not yet been secured, or when it can be 

clearly shown that such retention is necessary under special circumstances obtaining in the corporation. 

 

The Revised Corporation Code generally requires a Philippine corporation with retained earnings in excess of 100% 

of its paid-in capital to declare and distribute as dividends the amount of such surplus. Notwithstanding this general 

requirement, a Philippine corporation may retain all or any portion of such surplus in the following cases: (i) when 

justified by definite expansion plans approved by the board of directors of the corporation, (ii) when distribution is 

prohibited under any loan agreement with any financial institution or creditor without its consent, and such consent 

has not been secured, (iii) when retention is necessary under special circumstances, such as when there is a need for 

special reserves for probable contingencies, or (iv) when the non-distribution of dividends is consistent with the 

policy or requirement of a Government office. 

 

Record Date 

 

Pursuant to existing SEC rules, cash dividends declared by the Company must have a record date not less than 10 

nor more than 30 days from the date of declaration. In case no record date is specified, it is deemed to be fixed at 15 

days after the company’s declaration. For stock dividends, the record date should not be less than 10 nor more than 

30 days from the date of the shareholders’ approval, provided however, that the set record date is not to be less than 

10 trading days from receipt by the PSE of the notice of declaration of stock dividend. In the event that a stock 

dividend is declared in connection with an increase in authorized capital stock, the corresponding record date is to be 

fixed by the SEC. 

 

Dividend History 

 

The Company was incorporated on August 19, 2010 and has declared the following dividends: 

 Stock dividends of ₱55 million on June 10, 2014;  

 Stock dividends of ₱50 million on September 30, 2015; 

 Cash dividends of ₱50 million on August 01, 2018; and 

 Stock dividends of ₱550 million on February 7, 2019. 

 

Dividend Policy 

 

The Company is authorized under Philippine law to declare dividends, subject to certain requirements. The payment 

of dividends, either in the form of cash or shares, will depend upon the Company’s earnings, cash flow and financial 

condition, among other factors. The Company may declare dividends only out of its unrestricted retained earnings. 

These represent the net accumulated earnings of the Company with its unimpaired capital, which are not 

appropriated for any other purpose. The Company may pay dividends in cash, by the distribution of property, or by 

the issue of shares. Dividends paid in cash or property is subject to the approval by the Board of Directors. 

Dividends paid in the form of additional shares are subject to approval by both the Board of Directors and at least 

two-thirds of the outstanding share capital of the shareholders at a shareholders’ meeting called for such purpose. 
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The Redeemable Preferred Shares shall be entitled to participate pro-rata in any regular dividend declared for the 

common shares to be paid out of the unrestricted retained earnings at the same rate and upon the same terms as 

declared and paid to the common shareholders. 

 

The Redeemable Preferred Shareholders shall also be entitled to such other dividends as may be determined and 

approved by the Board of Directors. 

 

Unless dividends on all outstanding Redeemable Preferred Shares shall have been paid or declared and set apart for 

payment, (i) no dividends shall be paid or declared and set apart for payment in respect of the Common Shares; (ii) 

no distribution shall be made in respect of the Common Shares as to distribution upon liquidation, dissolution or 

winding-up of the corporation; (iii) nor shall any Common Shares, upon liquidation, dissolution or winding up of the 

corporation, be redeemed, purchased or otherwise acquired for any consideration (or any payment made to or made 

available for a sinking fund for the redemption of shares of such stock) by the corporation.  

 

In the event of any voluntary or involuntary liquidation, dissolution or winding up of the corporation, (but not on 

redemption of any of the Redeemable Preferred Shares or any repurchase by the corporation of any of the 

Redeemable Preferred Shares), the redeemable preferred shareholders shall be entitled to receive out of the assets of 

the Company available for distribution to the shareholders of the Company, before any distributions in the amount 

of the issue value per outstanding redeemable preferred shares, plus declared and unpaid dividends to the date of 

distribution. 

 

The Company has adopted a dividend policy of distributing 15% of the reported net income of the immediately 

preceding fiscal year, payable primarily in cash. However, the Board of Directors, in its discretion may decide to 

declare dividends to be payable in property or shares. Such periodic regular cash or stock dividend declaration shall 

subject to exclusion of any retained earnings restricted for expansion, if any, or other purposes. Dividends shall at all 

times, be subject to the final approval of the Company's Board of Directors. In the case of stock dividends, it should 

have been approved by at least 2/3 of the Company’s total outstanding capital stock at a regular or special meeting 

called for the purpose. The Company shall likewise conduct a periodic review of the available unrestricted balance 

of retained earnings for purposes of earmarking surplus for future capital expenditures or for distributing the same as 

special cash or stock dividends. The Company's Board of Directors shall periodically review, amend, or update the 

foregoing dividend policy. 

 

Dividends must be approved by the Board (and shareholders in case of a stock dividend declaration) and may be 

declared only from the unrestricted retained earnings of the Company. The Company can give no assurance that it 

will pay any dividends in the future. 
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DETERMINATION OF THE OFFER PRICE 

 

 

The Offer Shares shall be listed and traded on the Main Board of the PSE under the symbol “AXLM”. For a 

description of the PSE, see “The Philippine Stock Market” beginning on page 178. Since the Offer Shares have not 

been listed on any stock exchange, there has been no market price for the Offer Shares derived from day-to-day 

trading. 

 

The Offer Price has been set at ₱5.00 per Offer Share. The final Offer Price was determined through a book-building 

process and discussions among the Company, the Issue Manager, and the Joint Lead Underwriters.  

 

The factors considered in determining the Offer Price were, among others, the Company’s ability to generate 

earnings and cash flow, its short and long term prospects, the level of demand from institutional investors, overall 

market conditions at the time of launch of the Offer and the market price of listed comparable companies, with 

reference to the relevant country’s stock market index. The Offer Price does not have any correlation to the book 

value of the Offer Shares. 
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CAPITALIZATION AND INDEBTEDNESS 

 

 

The following table sets forth the balances of consolidated liabilities and shareholders’ equity of the Group as shown 

in the examined consolidated interim financial statements of the Group as of March 31, 2019 and as adjusted to give 

effect to the issuance of the Offer Shares, after payment of the estimated offering fees and expenses.  This table 

should be read in conjunction with the Group’s consolidated interim financial statements, including the notes 

thereto, included elsewhere in this Prospectus. 

 

 

 

(In Thousands) 

As of 

March 31, 2019 
 

As of March 31, 2019 

As adjusted after giving effect to 

the Offer 

Liabilities    

Current Liabilities  ₱2,654,100  ₱2,654,100 

Noncurrent Liabilities  306,861  306,861 

Stockholders’ Equity    

Common stock 3,700,000  4,000,000 

Additional paid-in capital 559,670  2,979,990 

Treasury stock (500,000)  - 

Equity reserves 71,422  71,422 

Retained earnings  1,080,746  1,080,746 
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DILUTION 

 

  

The book value attributable to the Company’s Common Shareholders, based on the Company’s equity shown in the 

examined consolidated interim financial statements as of March 31, 2019, was ₱4,912 million. The Company’s book 

value per share is computed by dividing the book value attributable to the Company’s shareholders by the equivalent 

number of Common Shares corresponding to the total equity as of March 31, 2019. Without taking into account any 

other changes in such book value after March 31, 2019 other than the sale of 800,000,000 Offer Shares at the Offer 

Price of ₱5.00 per Offer Share, and after deduction of the underwriting discounts and commissions and estimated 

offering expenses of the Offer payable by the Company, the Company’s net book value as of listing would increase 

to ₱8,131 million, or ₱2.03 per Common Share. This represents an immediate increase in net book value of ₱0.54 

per Common Share to existing shareholders, and an immediate dilution of ₱2.97 per Common Share to purchasers of 

Offer Shares at the Offer Price of ₱5.00 per Offer Share.  

 

Dilution in book value per share to investors of the Offer Shares represents the difference between the Offer Price 

and the book value per share immediately following the completion of the Offer. The book value per share 

immediately following the completion of the Offer represents the book value per share as of March 31, 2019 after 

giving effect to the Offer. 

 

The following table illustrates dilution on a per share basis based on the Offer Price of ₱5.00 per Offer Share: 

 

Offer Price per Offer Share ₱5.00 

Book value per Common Share as of March 31, 2019  ₱1.49 

Difference in Offer Price per Offer Share and book value per Offer Share as of March 31, 2019 ₱3.51 

Book value per Common Share immediately following completion of the Offer ₱2.03 

Dilution in book value per Common Share to investors of the Offer Shares ₱2.97 

 

The following table sets forth the shareholdings and percentage of Common Shares outstanding of existing and new 

shareholders of the Company immediately after completion of the Offer of 800,000,000 Offer Shares: 

 

 Common Shares 

 Number % 

Existing shareholders 3,200,000,000 80.00 

New investors 800,000,000 20.00 

Total 4,000,000,000 100.00 
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SELECTED FINANCIAL AND OPERATING INFORMATION 

 

 

The following tables set forth summary financial information for the Group and should be read in conjunction with 

the auditors’ reports, the Group’s financial statements including the notes thereto included elsewhere in this 

Prospectus, and the section entitled “Management’s Discussion and Analysis of Financial Condition and Results of 

Operations”. The selected financial information set forth in the following table has been derived from the Group's 

financial statements for the fiscal years ended December 31, 2018, 2017, 2016, and for the three months ended  

March 31, 2019 and 2018, including the related notes, as examined and audited by R.G. Manabat & Co. in 

accordance with Philippine Financial Reporting Standards (“PFRS”). All of these information should be read in 

conjunction with the financial statements and notes thereto contained in this Registration Statement. The summary 

of financial information set out below does not purport to project the results of operations or financial condition of 

the Group for any future period or date. 

 

 

For the three months 

ended March 31, 
For the year ended December 31, 

 
2019 2018 2018 2017 2016* 2015* 

(Audited) 

Consolidated Statements of Comprehensive Income (in Thousands)  

Sales ₱1,283,530 1,391,184 5,881,345 5,793,472  3,564,718  464,378 

Cost of Sales 848,484 1,002,265 4,502,449 4,633,903  2,928,647  334,607 

Gross Profit 435,046 388,919 1,378,896 1,159,569  636,071  129,771 

Selling expenses 91,701 83,132 360,078 269,183  37,111  12,256 

General and 

administrative 

expenses 77,735 71,582 291,770 268,416  65,624  8,010 

Income from 

Operations  265,610 234,205 727,048 621,970  533,336  109,505 

Interest expense and 

other financing 

charges (16,372) (15,221) (173,312)  (86,984)  (34,706) (7,474) 

Interest income 6,197 959 12,273 2,082  918  134 

Loss on early 

retirement of debt - - (167,716) -  -    - 

Other income - net 7,158 7,179 34,773 45,139  13,973  6,169 

Income before income 

taxes 262,593 227,122 433,066 582,207  513,521  108,334 

Income tax expense (36,148) (27,928) (68,247)  (51,457)   46,050  - 

Net income 226,445 199,194 364,819 530,750 467,471 108,334 
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Other comprehensive 

income 
     

 

Item that will not be 

reclassified to profit 

or loss 

     

 

Remeasurement gain 

on defined benefit 

retirement 

obligation ₱   - ₱   - ₱5,106 ₱2,627 ₱   - ₱   - 

Income tax expense - - (1,532) (788) - - 

 - - 3,574 1,839 - - 

Item that may be 

reclassified to profit 

or loss       

Gain on exchange 

differences on 

translation of 

foreign operations 51,283 43,506 28,919 14,084 - - 

Income tax expense (15,376) (13,052) (8,676) (4,225) - - 

 35,907 30,454 20,243 9,859 - - 

Other comprehensive 

gain - net 35,907 30,454 23,817 11,698 - - 

Total comprehensive 

income ₱262,352 ₱229,648 ₱388,636 ₱542,448 ₱467,471 ₱108,334 

*Individual Financial Statements  
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For the three months 

ended March 31, 
For the year ended December 31, 

 
2019 2018 2017 2016* 2015* 

 (Audited) 

Consolidated Statements of Financial Position (in Thousands)  

Current Assets 

     

 

Cash and cash equivalents ₱259,306 ₱257,111 ₱439,260  ₱142,168  ₱348,514 

Trade and other 

receivables 470,753 615,987 742,861  611,632  31,798 

Inventories - net 1,390,981 1,194,078 1,323,096  611,606  134,676 

Prepaid expenses and 

other current assets 523,604 478,063 384,522  

                     

378,003  80,751 

Total Current Assets 2,644,644 2,545,239  2,889,739   1,743,409  595,739 

    

  

 

Noncurrent Assets    

  

 

Investment in bonds 362,907 305,332 - - - 

Property, plant, and 

equipment-net 3,174,158 3,070,470 2,718,039  1,962,910  390,186 

Goodwill and other 

intangible assets 1,673,388 1,673,303 1,664,184  1,055,346  - 

Deferred tax assets - net 9,143 27,566 - - - 

Income tax receivable - - - - - 

Other noncurrent assets 8,559 19,524 8,749  154  - 

Total Noncurrent Assets 5,228, 155 5,096,195 4,390,972  3,018,410  390,186 

Total Assets ₱7,872,799 ₱7,641,434 ₱7,280,711  ₱4,761,819  ₱985,925 

    

  

 

Current Liabilities    

  

 

Loans payable ₱876,890 ₱965,598 ₱1,302,407   ₱835,294  ₱230,255 

Accounts payable and 

accrued expenses 388,029 352,053 405,511   114,208  74,443 

Income tax payable 21,570 - 14,151   20,427  - 

Finance lease liabilities -

current portion 7,334 8,692 3,964   3,638  - 

Long-term debt- current 10,235 10,250 106,184   -    - 

Other current liabilities 1,350,042 1,350,042 421,366   295,169  159,900 

Total Current Liabilities 2,654,100 2,686,635 2,253,583   1,268,736  464,598 

    

  

 

Noncurrent Liabilities    

  

 

Finance lease liabilities - 

net of current portion ₱113,696 ₱114,903 ₱2,686  ₱6,642  ₱   - 

Retirement benefit 

liability 33,747 29,994 21,973  -    - 

Deferred tax liability - - 9,484  195  - 

Loans payable - net of 

current portion 5,145 5,153 11,384  -    - 

Long term debt-net of 

current portion 88,700 92,252 - - - 

Other noncurrent 

liabilities 65,573 63,011 668,251  927,514  300,000 
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Total Noncurrent 

Liabilities 306,861 305,313 713,778  934,351  300,000 

Total Liabilities 2,960, 961 2,991,948 2,967,361  2,203,087  764,598 

 
   

   

Equity    
   

Capital stock 3,700,000 2,400,000 2,400,000  2,000,000  5,000 

Redeemable preferred 

stock - 750,000 500,000  -    - 

Additional paid-in capital 559,670 559,670 362,170  -    - 

Treasury stock (500,000) (500,000)  (500,000) -    - 

Equity reserves 71,422 35,515 461,698  -    - 

Retained earnings       

Appropriated - - 300,000  105,000  210,000 

Unappropriated 1,080,746 1,404,301 789,482  453,732  6,327 

Total Equity 4,911,838 4,649,486 4,313,350  2,558,732  221,327 

Total Liabilities and 

Equity ₱7,872,799 ₱7,641,434 ₱7,280,711  ₱4,761,819  ₱985,925 

*Individual Financial Statements  
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For the three months 

ended March 31, 
For the year ended December 31, 

 
2019 2018 2018 2017 2016* 2015* 

 (Audited) 

Consolidated Statements of Cash Flows (in Thousands)  

Cash Flows from 

Operating Activities 

  

   

 

Income before income 

tax ₱262,593 ₱227,122 ₱433,066 ₱582,207  ₱513,521  ₱108,334 

Adjustments for:       

Depreciation and 

amortization 50,874 47,464 200,160 193,224  112,951  18,594 

Loss on early 

retirement of debt - - 167,716 - - - 

Interest expense and 

other financing 

charges 16,372   15,221 173,312 86,984  34,706  7,474 

Retirement benefit 

expense 3,753 5,496 13,126 24,600  - - 

Gain on disposal of 

equipment - - (16,312)  (169) -    - 

Provision for invty 

obsolescence - - - - - 82 

Interest income (6,197) (959) (12,273)  (2,082)  (918) (134) 

Foreign exchange gain 

- net 2,726 (830) 13,714  (10,806)  (651) (271) 

Operating income before 

working capital 

changes 330,121 293,514 972,509 873,958  659,609  134,079 

Changes in operating 

assets and liabilities       

Decrease (increase) in:       

Trade and other 

receivables 148,770 222,354 126,843 94,524  (560,473) (40,605) 

Inventories (196,903) (229,616) 129,018 (184,220) (476,931) (37,530) 

Prepaid expenses and 

other current assets (1,156) (17,182) (93,541)  (25,390) (297,252) (9,541) 

Increase (decrease) in:                                        

Accounts payable and 

accrued expenses 37,563 (93,199) (53,018) (132,344) 38,809  51,811 

Other current 

liabilities - - - (171,131) 18,997  - 

Cash generated from 

operations 318,395 175,871 1,081,811 455,397   (617,241) 98,214 

Interest received 6,197 (398) 10,916 1,811  918  134 

Interest paid - - -  (45,911)  (34,063) - 

Income tax paid - - (109,856)  (85,022)  (25,428) - 

Net cash flows provided 

by (used in) operating 

activities 324,592 175,473 982,871 326,275   (675,814) 98,348 
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Cash Flows from 

Investing Activities      

 

Increase in investment 

in bonds (₱58,005) (₱226,720) (₱303,295) ₱   - ₱   - ₱   - 

Proceeds from disposal 

of asset - - 23,502 612  -    - 

Additions of property, 

plant and equipment (159,280) (90,807) (559,781)  (672,442) (1,685,674) (187,176) 

Acquisition of 

subsidiaries, net of 

cash and cash 

equivalents acquired - - -  (961,455) -    - 

Decrease in other 

noncurrent asset 10,965 (849) (10,775)  (7,586)  (154) - 

Net cash flows used in 

investing activities (206,320) (318,376) (850,349) (1,640,871) (1,685,828) (187,176) 

 

      

Cash Flows from 

Financing Activities       

Availment of loans 698,806 812,068 3,036,203 3,632,768  2,683,033  449,903 

Availment of finance 

lease - - 114,748 - - - 

Decrease in other 

noncurrent liabilities 2,562 (21,191) 59,551 (62,119) - - 

Issuance of shares - net - - (2,500) 1,712,170  1,869,935  - 

Repurchase of own 

shares - - -  (500,000) -    - 

Payment of:    

  

 

Finance lease 

liabilities (1,209) (962) (4,179)  (3,630)  (1,280) - 

Long-term debt (3,567) (2,413) (3,683)  (9,653) -    - 

Cash dividends - - (50,000) - - - 

Interest  (19,315) (16,034) (73,518)  (10,305) -    - 

Loans payable (802,882) (906,442) (3,392,044) (3,147,073) (2,396,660) (27,987) 

Net cash flows 

provided by (used in) 

financing activities (125,605) (134,974) (315,422) 1,612,158  2,155,028  421,916 

Effect of foreign 

exchange rate 

changes on cash and 

cash equivalent 9,528 6,171 751  (470) 268  130 

Net increase (decrease) 

in cash and cash 

equivalents 2,195 (271,706) (182,149) 297,092  (206,346) 333,218 

Cash and Cash 

Equivalents at 

Beginning of Year 257,111 439,260 439,260 142,168  348,514  15,296 

Cash and Cash 

Equivalents at  End of 

Year ₱259,306 ₱167,554 ₱257,111 ₱439,260  ₱142,168  ₱348,514 

*Individual Financial Statements  
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

RESULTS OF OPERATIONS 

 

 

The following discussion of the Group’s recent financial results should be read in conjunction with the auditors’ 

reports, selected financial and operating information of the Group, and the corresponding notes thereto, contained 

in this Prospectus and the section entitled “Selected Financial and Operating Information”.  

 

The Group’s selected financial data as of and for the years ended December 31, 2018 and  2017 were derived from 

the audited financial statements of the Group, and the Group’s selected financial data as of March 31,2019 and 

2018 was derived from the audited consolidated financial statements of the Group prepared in accordance with 

PFRS.  

 

The selected financial data as of and for the years ended December 31, 2016 and 2015 are based on individual 

financial statements of the Company, prior to the reorganization of the Group in 2017 which involved the Company 

acquiring APH1, APH2, RVF and FIA as subsidiaries, As such, the selected financial data presented below may not 

be comparable on a year-on-year basis. 

 

Factors Affecting the Company’s Results of Operations and Financial Condition 

 

Axelum’s main raw materials (coconuts) are sourced directly from farmers or traders. Axelum’s ability in obtaining 

these raw materials, as well as getting the best prices, are affected by a number of factors beyond its control such as 

natural disasters and weather conditions, changes in supply and demand, volatility of copra prices, and interruptions 

in production by suppliers.   

 

Axelum’s cost of sales will be affected by the changes in the prices of raw materials and may affect as well the 

pricing of its products. In situations when there was an increase in the cost of raw materials, Axelum, in several 

occasions, was able to adjust the selling prices of sales contracts that were closed before the substantial increase in 

raw material prices. Axelum, consciously and diligently monitoring regularly any possibility of raw material cost 

increases, are able to immediately increase its selling prices to its customers when the need arises. 

 

Economic, Social and Political Conditions in the Philippines  
 

Axelum is predominantly an exporter selling to major clients all over the world.  Around 51.58% of the gross 

revenue of Axelum comes from sales to the domestic Philippine market.  Majority of manufacturing and production 

of Axelum’s products are also done in the Philippines. As a result, the Group’s business, financial condition, result 

of operations and prospects are affected by political, social and economic developments in the Philippines.    

 

Philippine economy has experienced stable growth in recent years but has also experienced slow growth, high 

inflation, devaluation of the Peso, and has been affected by economic volatilities in the Asia-Pacific region.  

 

Also, in the past, there have been periods of political instability in the Philippines, including impeachment 

proceedings against two former presidents and the chief justice of the Supreme Court of the Philippines, and public 

and military protests arising from alleged misconduct by previous administrations. 

 

Sales of most of Axelum’s products being exported are directly affected by such volatilities in the Philippines.   

 

In the domestic market, in most cases, consumer prices of supermarket items such as coconut milk powder, liquid 

coconut milk, and desiccated coconut, sold by Axelum, stays stable and may, in certain instances even experience 

increases in prices on a year on year basis, to recover any increase of domestic cost of materials, fuel and transport 

costs labor cost, packaging materials and other cost related or used in the manufacture of the products.    
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Competition  

 

The Group faces selling competitions in the international market.  It competes with a number of multi-national, 

national, regional and local competitors.  

 

Some of Axelum’s products have significant market shares in the Philippines and in many cases are market leaders 

in their respective product categories in the international market such as the Americas, Australia and Japan. Axelum 

expects to face increasing competition as it continues to grow its business. Competitive factors generally affecting 

Axelum’s businesses include price, product quality and product quality, sustainability, brand awareness and 

customer loyalty and excellent relationship, distribution coverage, customer service and the ability to effectively 

respond to shifting consumer tastes and preferences. For a more detailed discussion on competition, please see 

“Business” and “Industry” sections of this Prospectus. 

 

Seasonality  
 

Axelum’s sales are affected by seasonality in customer purchase patterns. The seasonality is due to observance of 

such major events such as such as Thanksgiving, Christmas, summer vacations or spring breaks, school opening and 

the likes. In the Philippines, similar to most food products sold in the domestic market, products produced and sold 

by Axelum, experience increased sales during the Christmas, summer and fiesta seasons. As a result, seasonality 

could affect Axelum’s financial condition and results of operations from one quarter to another. 

 

Introduction of New Products and Marketing Initiatives  
 

Axelum believes that most of the products it is selling are suited for a lot of consumer food products applications, as 

coconut is a very good flavor enhancer, healthy and has a generally accepted taste profile. A key element in 

maintaining its market share in the highly competitive food market has been for Axelum to consistently product 

excellent quality products, provide top notch customer service and provide reliable and sustainable supply, maintain 

good client relationships, and continuously introduce new products and product extensions  

 

In addition to introducing new products, Axelum will undertake marketing initiatives using organized advertising 

campaigns to differentiate its products and further expand market share. The development and introduction of new 

products and the use of marketing initiatives can substantially increase Axelum’s operating costs. Although Axelum 

believes that these higher costs are justified by increased sales from new and existing products, there is typically a 

delay between the incurrence of these costs and any such increase in sales. Furthermore, Axelum cannot be assured 

of when, if ever, these expenditures will result in increased revenues. 

 

Critical Accounting Policies 

 

Critical accounting policies are those that are both (i) relevant to the presentation of Axelum’s financial condition 

and results of operations and (ii) require management’s most difficult, subjective or complex judgments, often as a 

result of the need to make estimates about the effect of matters that are inherently uncertain. As the number of 

variables and assumptions affecting the possible future resolution of the uncertainties increase, those judgments 

become even more subjective and complex. 

 

The accounting policies set out below have been applied consistently to all periods presented in the consolidated 

financial statements, except for the changes in accounting policies as explained below. 

 

Adoption of New and Amended Standards and Interpretation 

The FRSC approved the adoption of a number of new and amended standards and interpretation as part of PFRS. 

 

The Group has adopted the following PFRS starting January 1, 2019 and accordingly, changed its accounting 

policies in the following areas: 

 

 PFRS 16, Leases, supersedes PAS 17, Leases, and the related Philippine Interpretations. The new standard 

introduces a single lease accounting model for lessees under which all major leases are recognized on-

balance sheet, removing the lease classification test. Lease accounting for lessors essentially remains 
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unchanged except for a number of details including the application of the new lease definition, new sale-

and-leaseback guidance, new sub-lease guidance and new disclosure requirements. Practical expedients and 

targeted reliefs were introduced including an optional lessee exemption for short-term leases (leases with a 

term of 12 months or less) and low-value items, as well as the permission of portfolio-level accounting 

instead of applying the requirements to individual leases. New estimates and judgmental thresholds that 

affect the identification, classification and measurement of lease transactions, as well as requirements to 

reassess certain key estimates and judgments at each reporting date were also introduced. 

 

The Group has adopted PFRS 16 using the modified retrospective approach and therefore the comparative 

information has not been restated and continues to be reported under PAS 17. At the date of initial 

application, the Group recognizes right-of-use (ROU) assets and lease liabilities for all leases qualified 

under PFRS 16, except for the leases which the Group applies practical expedients. Subsequent to initial 

recognition, the Group depreciates ROU assets over the shorter of the useful life of the ROU assets or the 

lease term. The Group also recognizes interest expense on the lease liabilities.  

 

As a lessee, the Group recognized right-of-use assets and lease liabilities for leases classified as operating 

leases under PAS 17, except for short-term leases and leases of low-value assets. The right-of-use assets are 

measured based on the carrying amount as if PFRS 16 had always been applied, discounted using the 

incremental borrowing rate at the date of initial application. Lease liabilities are measured at the present 

value of the remaining lease payments, discounted using the incremental borrowing rate of 5.67% as of 

January 1, 2019. 

 

The Group used the following practical expedients for leases previously classified as operating leases under 

PAS 17: 

 

o applied the exemption not to recognize right-of-use assets and liabilities for leases with lease term that 

ends within 12 months at the date of initial application; 

 

o excluded initial direct costs from measuring the right-of-use asset at the date of initial application; and 

 

o used hindsight in determining the lease term where the contract contains options to extend or terminate 

the lease. 

 

For leases previously classified as finance leases, the Group determined the carrying amount of the lease 

assets and lease liabilities immediately before the transition as the carrying amount of the right-of-use 

assets and lease liabilities at the date of initial application.  

 

The details of the significant changes and quantitative impact of the changes are set out below: 

 

 Philippine Interpretation IFRIC 23, Uncertainty over Income Tax Treatments. The interpretation clarifies 

how to apply the recognition and measurement requirements in PAS 12, Income Taxes, when there is 

uncertainty over income tax treatments. Under the interpretation, whether the amounts recorded in the 

consolidated interim financial statements will differ to that in the tax return, and whether the uncertainty is 

disclosed or reflected in the measurement, depends on whether it is probable that the tax authority will 

accept the chosen tax treatment. If it is not probable that the tax authority will accept the chosen tax 

treatment, the uncertainty is reflected using the measure that provides the better prediction of the resolution 

of the uncertainty - either the most likely amount or the expected value. The interpretation also requires the 

reassessment of judgments and estimates applied if facts and circumstances change - e.g., as a result of 

examination or action by tax authorities, following changes in tax rules or when a tax authority’s right to 

challenge a treatment expires. 

 

 Prepayment Features with Negative Compensation (Amendment to PFRS 9). The amendment clarifies that 

a financial asset with a prepayment feature could be eligible for measurement at amortized cost or fair 

value reported in comprehensive income (“FVOCI”) irrespective of the event or circumstance that causes 

the early termination of the contract, which may be within or beyond the control of the parties, and a party 

may either pay or receive reasonable compensation for the early termination. 
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 Plan Amendment, Curtailment or Settlement (Amendments to PAS 19, Employee Benefits). The 

amendments clarify that on amendment, curtailment or settlement of a defined benefit plan, an entity now 

uses updated actuarial assumptions to determine its current service cost and net interest for the period. The 

effect of the asset ceiling is disregarded when calculating the gain or loss on any settlement of the plan and 

is dealt with separately in other comprehensive income.  

 

 Annual Improvements to PFRS Cycles 2015 - 2017 contain changes to four standards of which only two 

standards are applicable to the Group: 

 

 Income Tax Consequences of Payments on Financial Instrument Classified as Equity (Amendments to  

PAS 12). The amendments clarify that all income tax consequences of dividends, including payments 

on financial instruments classified as equity, are recognized consistently with the transactions that 

generated the distributable profits - i.e., in profit or loss, other comprehensive income or equity. 

 

 Borrowing Costs Eligible for Capitalization (Amendments to PAS 23, Borrowing Costs). The 

amendments clarify that the general borrowings pool used to calculate eligible borrowing costs 

excludes borrowings that specifically finance qualifying assets that are still under development or 

construction. Borrowings that were intended to specifically finance qualifying assets that are now 

ready for their intended use or sale, or any non-qualifying assets, are included in that general pool. 

 

Except as otherwise indicated, the adoption of the new and amended standards and interpretation did not have a 

material effect on the consolidated interim financial statements. 

 

New and Amended Standards and Interpretation Not Yet Adopted 

A number of new and amended standards and interpretation are effective for annual periods beginning after   

January 1, 2019 and have not been applied in preparing the consolidated interim financial statements. Unless 

otherwise indicated, none of these is expected to have a significant effect on the consolidated interim financial 

statements. 

 

The Group will adopt the following new and amended standards and interpretation on the respective effective dates: 

 

 Amendments to References to Conceptual Framework in PFRS sets out amendments to PFRS, their 

accompanying documents and PFRS practice statements to reflect the issuance of the revised Conceptual 

Framework for Financial Reporting in 2018 (2018 Conceptual Framework). The 2018 Conceptual 

Framework includes: (a) a new chapter on measurement; (b) guidance on reporting financial performance; 

(c) improved definitions of an asset and a liability, and guidance supporting these definitions; and  

(d) clarifications in important areas, such as the roles of stewardship, prudence and measurement 

uncertainty in financial reporting. 

 

Some standards, their accompanying documents and PFRS practice statements contain references to, or 

quotations from, the International Accounting Standards Committee’s Framework for the Preparation and 

Presentation of Financial Statements adopted by the IASB in 2001 or the Conceptual Framework for 

Financial Reporting issued in 2010. The amendments update some of those references and quotations so 

that they refer to the 2018 Conceptual Framework, and makes other amendments to clarify which version 

of the Conceptual Framework is referred to in particular documents. 

 

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

 

 Definition of Material (Amendments to PAS 1, Presentation of Financial Statements and PAS 8). The 

amendments refine the definition of what is considered material. The amended definition of what is 

considered material states that such information is material if omitting, misstating or obscuring it could 

reasonably be expected to influence the decisions that the primary users of general purpose financial 

statements make on the basis of those financial statements, which provide financial information about a 

specific reporting entity. The amendments clarify the definition of what is considered material and its 
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application by: (a) raising the threshold at which information becomes material by replacing the term 

‘could influence’ with ‘could reasonably be expected to influence’; (b) including the concept of ‘obscuring 

information’ alongside the concept of ‘omitting’ and ‘misstating’ information in the definition;  

(c) clarifying that the users to which the definition refers are the primary users of general purpose financial 

statements referred to in the Conceptual Framework; (d) clarifying the explanatory paragraphs 

accompanying the definition; and (e) aligning the wording of the definition of what is considered material 

across PFRS and other publications. The amendments are expected to help entities make better materiality 

judgments without substantively changing existing requirements. 

 

The amendments apply prospectively for annual periods beginning on or after January 1, 2020, with early 

application permitted. 

 

Current versus Noncurrent Classification 

The Group presents assets and liabilities in the consolidated interim statements of financial position based on current 

and noncurrent classification. An asset is current when it is: (a) expected to be realized or intended to be sold or 

consumed in the normal operating cycle; (b) held primarily for the purpose of trading; (c) expected to be realized 

within 12 months after the reporting period; or (d) cash or cash equivalent unless restricted from being exchanged or 

used to settle a liability for at least 12 months after the reporting period.  

 

A liability is current when: (a) it is expected to be settled in the normal operating cycle; (b) it is held primarily for 

trading; (c) it is due to be settled within 12 months after the reporting period; or (d) there is no unconditional right to 

defer the settlement of the liability for at least 12 months after the reporting period.  

 

The Group classifies all other assets and liabilities as noncurrent. Deferred tax assets and liabilities are classified as 

noncurrent. 

 

Financial Instruments 

Recognition and Initial Measurement. A financial instrument is any contract that gives rise to a financial asset of one 

entity and a financial liability or equity instrument of another entity. 

 

The Group recognizes a financial asset or a financial liability in the consolidated interim statements of financial 

position when it becomes a party to the contractual provisions of the instrument. 

 

A financial asset (unless a trade receivable without a significant financing component) or financial liability is 

initially measured at the fair value of the consideration given or received.  The initial measurement of financial 

instruments, except for those designated as at fair value through profit or loss (“FVPL”), includes transaction costs. 

A trade receivable without a significant financing component is initially measured at the transaction price. 

 

Financial Assets 

Classification and Subsequent Measurement 

The Group classifies its financial assets, at initial recognition, as subsequently measured at amortized cost, FVOCI 

and FVPL. The classification depends on the contractual cash flow characteristics of the financial assets and the 

business model of the Group for managing the financial assets. 

 

Subsequent to initial recognition, financial assets are not reclassified unless the Group changes the business model 

for managing financial assets. All affected financial assets are reclassified on the first day of the reporting period 

following the change in the business model. 

 

The business model refers to how the Group manages the financial assets in order to generate cash flows. The 

business model determines whether cash flows will result from collecting contractual cash flows, selling the 

financial assets, or both. The Group considers the following information in assessing the objective of the business 

model in which a financial asset is held at a portfolio level, which reflects the way the business is managed and 

information is provided to management: 

 

 the stated policies and objectives for the portfolio and the operation of those policies in practice; 

 how the performance of the portfolio is evaluated and reported to the Group’s management; 
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 the risks that affect the performance of the business model (and the financial assets held within that 

business model) and how those risks are managed; 

 how employees of the business are compensated; and 

 the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such sales and 

expectations about future sales activity. 

 

The Group considers the contractual terms of the instrument in assessing whether the contractual cash flows are 

solely payments of principal and interest. For purposes of this assessment, “Principal” is defined as the fair value of 

the financial asset on initial recognition. “Interest” is defined as consideration for the time value of money and for 

the credit risk associated with the principal amount outstanding during a particular period of time for other basic 

lending risks and costs (e.g. liquidity risk and administrative costs), as well as profit margin. The assessment 

includes whether the financial asset contains a contractual term that could change the timing or amount of 

contractual cash flows such that it would not meet this condition. The Group considers the following in making the 

assessment: 

 

 contingent events that would change the amount or timing of cash flows; 

 terms that may adjust the contractual coupon rate, including variable rate features; 

 prepayment and extension features; and 

 terms that limit the Group’s claim to cash flows from specified assets. 

 

A prepayment feature is consistent with the solely payments of principal and interest criterion if the prepayment 

amount substantially represents unpaid amounts of principal and interest on the principal amount outstanding, which 

may include reasonable additional compensation for early termination of the contract. Additionally, for a financial 

asset acquired at a discount or premium to its contractual par amount, a feature that permits or requires prepayment 

at an amount that substantially represents the contractual par amount plus accrued (but unpaid) contractual interest 

(which may also include reasonable additional compensation for early termination) is treated as consistent with this 

criterion if the fair value of the prepayment feature is insignificant at initial recognition. 

 

For purposes of subsequent measurement, financial assets are classified in the following categories: financial assets 

at amortized cost, financial assets at FVOCI (with or without recycling of cumulative gains and losses) and financial 

assets at FVPL. 

 

The Group has no financial assets at FVOCI as at March 31, 2019 and December 31, 2018. 

 

Financial Assets at Amortized Cost. A financial asset is measured at amortized cost if it meets both of the following 

conditions and is not designated as at FVPL: 

 

 it is held within a business model with the objective of holding financial assets to collect contractual cash 

flows; and 

 its contractual terms give rise on specified dates to cash flows that are solely payments of principal and 

interest on the principal amount outstanding. 

 

Financial assets at amortized cost are subsequently measured using the effective interest method and are subject to 

impairment. Gains and losses are recognized in the consolidated interim statements of comprehensive income when 

the financial asset is derecognized, modified or impaired. 

 

The Group’s cash and cash equivalents, trade and other receivables and other noncurrent assets are included under 

this category. 

 

Financial Assets at FVPL. All financial assets not classified as measured at amortized cost or FVOCI are measured 

at FVPL. Financial assets that are held for trading or are managed and whose performance is evaluated on a fair 

value basis are measured at FVPL. 

 

At initial recognition, the Group may irrevocably designate a financial asset as at FVPL if the designation eliminates 

or significantly reduces an accounting mismatch that would otherwise arise from measuring assets or liabilities or 

recognizing the gains and losses on different bases. 
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The Group carries financial assets at FVPL using their fair values. Attributable transaction costs are recognized in 

the consolidated interim statements of comprehensive income as incurred. Changes in fair value and realized gains 

or losses are recognized in the consolidated interim statements of comprehensive income. Any interest earned from 

investment in debt instrument designated as at FVPL is recognized in the consolidated interim statements of 

comprehensive income. 

 

The Group’s investment in bonds is classified under this category. 

 

Financial Liabilities 

The Group classifies its financial liabilities, at initial recognition, in the following categories: financial liabilities at 

FVPL and other financial liabilities. All financial liabilities are recognized initially at fair value and, in the case of 

loans and borrowings, net of directly attributable transaction costs. 

 

The Group has no financial liabilities at FVPL as at March 31, 2019 and December 31, 2018. 

 

Other Financial Liabilities.  This category pertains to financial liabilities that are not designated or classified as at 

FVPL. After initial measurement, other financial liabilities are carried at amortized cost using the effective interest 

rate method.  Amortized cost is calculated by taking into account any premium or discount and any directly 

attributable transaction costs that are considered an integral part of the effective interest rate of the liability. The 

effective interest rate amortization is included in “Interest expense and other financing charges” account in the 

consolidated interim statement of comprehensive income. Gains and losses are recognized in the consolidated 

interim statements of comprehensive income when the liabilities are derecognized as well as through the 

amortization process. 

 

Debt issue costs are considered as an adjustment to the effective yield of the related debt and are deferred and 

amortized using the effective interest method. When a loan is paid, the related unamortized debt issue costs at the 

date of repayment are recognized in the consolidated interim statements of comprehensive income. 

 

The Group’s liabilities arising from its trade or borrowings such as accounts payable and accrued expenses, loans 

payable, long-term debt, finance lease liabilities, other current liabilities and other noncurrent liabilities are included 

under this category. 

 

Derecognition of Financial Assets and Financial Liabilities 

Financial Assets. A financial asset (or, where applicable, a part of a financial asset or part of a group of similar 

financial assets) is primarily derecognized when: 

 

 the rights to receive cash flows from the asset have expired; or 

 

 the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay 

them in full without material delay to a third party under a “pass-through” arrangement; 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 risks and rewards of ownership. When it has 

neither transferred nor retained substantially all 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 the associated liability. The transferred asset and the associated liability are 

measured on the 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 is required to repay. 

 

Financial Liabilities. A financial liability is derecognized when the obligation under the liability is discharged or 

cancelled, or expires.  When an existing financial liability is replaced by another from the same lender on 
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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 the consolidated interim statements of comprehensive 

income. 

 

Impairment of Financial Assets 

The Group recognizes allowance for expected credit losses (“ECL”) on financial assets at amortized cost. 

 

ECLs are probability-weighted estimates of credit losses. Credit losses are measured as the present value of all cash 

shortfalls (i.e., the difference between the cash flows due to the Group in accordance with the contract and the cash 

flows that the Group expects to receive), discounted at the effective interest rate of the financial asset, and reflects 

reasonable and supportable information that is available without undue cost or effort about past events, current 

conditions and forecasts of future economic conditions. 

 

The Group recognizes an allowance for impairment based on either 12-month or lifetime ECLs, depending on 

whether there has been a significant increase in credit risk since initial recognition. 

 

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and 

when estimating ECLs, the Group considers reasonable and supportable information that is relevant and available 

without undue cost or effort. This includes both quantitative and qualitative information and analysis, based on the 

Group’s historical experience and informed credit assessment and including forward-looking information. 

 

The Group recognizes lifetime ECLs for receivables that do not contain significant financing component. The Group 

uses provision matrix that is based on the Group’s historical credit loss experience, adjusted for forward-looking 

factors specific to the borrowers and the economic environment. 

 

At each reporting date, the Group assesses whether these financial assets at amortized cost and investments in debt 

instruments at FVOCI are credit-impaired. A financial asset is credit-impaired when one or more events that have a 

detrimental impact on the estimated future cash flows of the financial asset have occurred. Evidence that a financial 

asset is credit-impaired includes observable data about the following events: 

 

(a) significant financial difficulty of the issuer or the borrower; 

 

(b) a breach of contract, such as a default or past due event; 

 

(c) the lender(s) of the borrower, for economic or contractual reasons relating to the borrower's financial 

difficulty, having granted to the borrower a concession(s) that the lender(s) would not otherwise consider; 

 

(d) it is becoming probable that the borrower will enter bankruptcy or other financial reorganization; 

 

(e) the disappearance of an active market for that financial asset because of financial difficulties; or 

 

(f) the purchase or origination of a financial asset at a deep discount that reflects the incurred credit losses. 

 

The Group considers a financial asset to be in default when a counterparty fails to pay its contractual obligations, or 

there is a breach of other contractual terms, such as covenants. 

 

The Group directly reduces the gross carrying amount of a financial asset when there is no reasonable expectation of 

recovering the contractual cash flows on a financial asset, either partially or in full. This is generally the case when 

the Group determines that the borrower does not have assets or sources of income that could generate sufficient cash 

flows to repay the amounts subject to the write-off. However, financial assets that are written off could still be 

subject to enforcement activities in order to comply with the Group's procedures for recovery of amounts due. 

 

The ECLs on financial assets at amortized cost are recognized as allowance for impairment losses against the gross 

carrying amount of the financial asset, with the resulting impairment losses (or reversals) recognized in the 

consolidated interim statements of comprehensive income.  
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Significant Increase in Credit Risk 

In assessing whether the credit risk on a financial instrument has increased significantly since initial recognition, the 

Group compares the risk of a default occurring on the financial instrument at the end of reporting period with the 

risk of a default occurring on the financial instrument at the date of initial recognition. In making this assessment, 

the Group considers both quantitative and qualitative information that is reasonable and supportable, including 

historical experience and forward-looking information that is available without undue cost or effort.  

 

In particular, the following information is taken into account when assessing whether credit risk has increased 

significantly since initial recognition: 

  

 an actual or expected significant deterioration in the financial instrument’s external (if available) or internal 

credit rating; 

 

 significant deterioration in external market indicators of credit risk for a particular financial instrument, e.g. 

the extent to which the fair value of a financial asset has been less than its amortized cost; 

 

 existing or forecast adverse changes in business, financial or economic conditions that are expected to 

cause a significant decrease in the debtor’s ability to meet its debt obligations; 

 

 an actual or expected significant deterioration in the operating results of the debtor; 

 

 significant increases in credit risk on other financial instruments of the same debtor; and 

 

 an actual or expected significant adverse change in the regulatory, economic, or technological environment 

of the debtor that results in a significant decrease in the debtor’s ability to meet its debt obligations. 

 

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk on a financial asset has 

increased significantly since initial recognition when contractual payments are more than thirty (30) days past due, 

unless the Group has reasonable and supportable information that demonstrates otherwise. 

 

Despite the foregoing, the Group assumes that the credit risk on a financial instrument has not increased 

significantly since initial recognition if the financial instrument is determined to have low credit risk at the end of 

reporting period. A financial instrument is determined to have low credit risk if: 

  

 the financial instrument has a low risk of default; 

 

 the debtor has a strong capacity to meet its contractual cash flow obligations in the near term; and 

 

 adverse changes in economic and business conditions in the longer term may, but will not necessarily, 

reduce the ability of the borrower to fulfill its contractual cash flow obligations. 

 

The Group considers a financial asset to have low credit risk when the asset has external credit rating of ‘investment 

grade’ in accordance with the globally understood definition or if an external rating is not available, the asset has an 

internal rating of ‘High grade accounts’. High grade accounts are those counterparties that have a very remote 

likelihood of default and have consistently exhibited good paying habits. 

 

The Group regularly monitors the effectiveness of the criteria used to identify whether there has been a significant 

increase in credit risk and revises them as appropriate to ensure that the criteria are capable of identifying significant 

increase in credit risk before the amount becomes past due. 

 

Write-off Policy 

The Group writes off a financial asset when there is information indicating that the debtor is in severe financial 

difficulty and there is no realistic prospect of recovery, e.g. when the debtor has been placed under liquidation or has 

entered into bankruptcy proceedings.  
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Financial assets written off may still be subject to enforcement activities under the Group’s recovery procedures, 

taking into account legal advice where appropriate. Any recoveries made are recognized in profit or loss. 

  

The Group has concluded that there are no differences in the carrying amounts of financial assets based on the 

recognized allowance for impairment against all of its financial assets at amortized cost. Therefore, the adoption of 

the standard did not have an impact on the Group’s consolidated interim financial statements. 

 

The maximum exposure to credit risk at the reporting date is the carrying value of each class of financial assets 

disclosed. 

 

Classification of Financial Instruments between Liability and Equity 

Financial instruments are classified as liability 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. 

 

A financial instrument is classified as liability if it provides for a contractual obligation to: 

 

 deliver cash or another financial asset to another entity; 

 

 exchange financial assets or financial liabilities with another entity under conditions that are potentially 

unfavorable to the Group; or 

 

 satisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset for a 

fixed number of own equity shares. 

 

If the Group does not have an unconditional right to avoid delivering cash or another financial asset to settle its 

contractual obligation, the obligation meets the definition of a financial liability. 

 

The components of issued financial instruments that contain both liability and equity elements are accounted for 

separately, with the equity component being assigned the residual amount after deducting from the instrument as a 

whole or in part, the amount separately determined as the fair value of the liability component on the date of issue. 

 

Debt Issue Costs 

Debt issue costs are considered as an adjustment to the effective yield of the related debt and are deferred and 

amortized using the effective interest rate method.  When a loan is paid, the related unamortized debt issue costs at 

the date of repayment are recognized in the consolidated interim statements of comprehensive income. 

 

Offsetting Financial Instruments 

Financial assets and financial liabilities are offset and the net amount is reported in the consolidated interim 

statements of financial position if, and only if, there is a currently enforceable legal right to offset the recognized 

amounts and there is an intention to settle on a net basis, or to realize the assets and settle the liabilities 

simultaneously. 

Inventories 

Finished goods and materials and supplies are valued at the lower of cost and net realizable value. 

 

Costs incurred in bringing each inventory to its present location and condition are accounted for as follows: 

 

Finished goods  - at cost, which includes direct materials and labor and a 

proportion of manufacturing overhead costs based on normal 

operating capacity but excluding borrowing costs; costs are 

determined using the moving-average method.  

Materials and supplies  - at cost, using the moving-average method. 
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Finished Goods. Net realizable value is the estimated selling price in the ordinary course of business, less the 

estimated costs necessary to make the sale. 

 

Materials and Supplies.  Net realizable value is the current replacement cost.  

 

Any write-down of inventories to net realizable value and all losses of inventories are recognized as expense in the 

year of write-down or loss occurrence. The amount of reversals, if any, of write-down of inventories arising from an 

increase in net realizable value are recognized as reduction in the amount of inventories recognized as expense in the 

year in which the reversal occurs. 

 

Prepaid Expenses and Other Current Assets 

Prepaid expenses represent expenses not yet incurred but already paid in cash. These are initially recorded as assets 

and measured at the amount of cash paid. Subsequently, these are recognized in the consolidated interim statements 

of comprehensive income as they are consumed or expire with the passage of time. 

 

Other current assets pertain to assets which are expected to be realized within 12 months after the reporting period. 

Otherwise, these are classified as noncurrent assets. 

 

Business Combination  

Business combinations are accounted for using the acquisition method as at the acquisition date. The cost of an 

acquisition is measured as the aggregate of the consideration transferred, measured at acquisition date fair value. 

 

An asset or group of assets acquired including any liabilities assumed that constitute a business qualifies as a 

business combination. PFRS 3 defined business as an integrated set of activities and assets that is capable of being 

conducted and managed for the purpose of providing a return in the form of dividends, lower costs or other 

economic benefits directly to investors or other owners, members or participants. 

 

When the Group acquires a business, it assesses the financial assets and financial liabilities assumed for appropriate 

classification and designation in accordance with the contractual terms, economic circumstances and pertinent 

conditions as at the acquisition date.   

 

The Group measures goodwill at the acquisition date as the fair value of the consideration transferred less the net 

recognized amount (generally fair value) of the identifiable assets acquired and liabilities assumed.  When the excess 

is negative, a bargain purchase gain is recognized immediately in the consolidated interim statements of 

comprehensive income. Subsequently, goodwill is measured at cost less any accumulated impairment in value.  

Goodwill is reviewed for impairment, annually or more frequently, if events or changes in circumstances indicate 

that the carrying amount may be impaired. 

 

The consideration transferred does not include amounts related to the settlement of pre-existing relationships. Such 

amounts are generally recognized in the consolidated interim statements of comprehensive income. Costs related to 

the acquisition, other than those associated with the issuance of debt or equity securities that the Group incurs in 

connection with a business combination, are expensed as incurred. Any contingent consideration payable is 

measured at fair value at the acquisition date. If the contingent consideration is classified as equity, it is not 

remeasured and settlement is accounted for within equity. Otherwise, subsequent changes to the fair value of the 

contingent consideration are recognized in the consolidated interim statements of comprehensive income. 

 

Goodwill in a Business Combination 

Goodwill acquired in a business combination is, from the acquisition date, allocated to each of the cash-generating 

units, or groups of cash-generating units that are expected to benefit from the synergies of the combination, 

irrespective of whether other assets or liabilities are assigned to those units or groups of units.  Each unit or group of 

units to which the goodwill is allocated: 

 

 represents the lowest level within the Group at which the goodwill is monitored for internal management 

purposes; and 

 

 is not larger than an operating segment determined in accordance with PFRS 8, Operating Segments. 
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Impairment is determined by assessing the recoverable amount of the cash-generating unit or group of cash-

generating units, to which the goodwill relates. Where the recoverable amount of the cash-generating unit or group 

of cash-generating units is less than the carrying amount, an impairment loss is recognized.  Where goodwill forms 

part of a cash-generating unit or group of cash-generating units and part of the operation within that unit is disposed 

of, the goodwill associated with the operation disposed of is included in the carrying amount of the operation when 

determining the gain or loss on disposal of the operation.  Goodwill disposed of in this circumstance is measured 

based on the relative values of the operation disposed of and the portion of the cash-generating unit retained.  An 

impairment loss with respect to goodwill is not reversed. 

 

Intangible Assets Acquired in a Business Combination 

The cost of an intangible asset acquired in a business combination is the fair value as at the date of acquisition, 

determined using discounted cash flows as a result of the asset being owned.  

 

Following initial recognition, intangible asset is carried at cost less any accumulated amortization and impairment 

losses, if any.  The useful life of an intangible asset is assessed to be either finite or indefinite. 

 

The Group assessed the useful lives of other intangible assets to be indefinite. Based on our analysis of all the 

relevant factors, there is no foreseeable limit to the period over which the assets are expected to generate cash 

inflows for the Group.  

 

Intangible assets with indefinite useful life are tested for impairment annually, either individually or at the cash-

generating unit level. Such intangibles are not amortized. The useful life of an intangible asset with an indefinite life 

is reviewed annually to determine whether indefinite life assessment continues to be supportable. If not, the change 

in the useful life assessment from indefinite to finite is made on prospective basis. 

 

Gains or losses arising from the disposal of an intangible asset are measured as the difference between the net 

disposal proceeds and the carrying amount of the asset, and are recognized in the consolidated interim statements of 

comprehensive income when the asset is derecognized. 

 

Property, Plant and Equipment 

Property, plant and equipment are stated at cost less accumulated depreciation and amortization and any 

accumulated impairment in value.  Such cost includes the cost of replacing part of the property, plant and equipment 

at the time the cost is incurred, if the recognition criteria are met, and excludes the costs of day-to-day servicing. 

 

The initial cost of property, plant and equipment comprises of its construction cost or purchase price, including 

import duties, taxes and any directly attributable costs in bringing the asset to its working condition and location for 

its intended use. Expenditures incurred after the asset has been put into operation, such as repairs, maintenance and 

overhaul costs, are normally recognized as expense in the period the costs are incurred.  Major repairs are 

capitalized as part of property, plant and equipment only when it is probable that future economic benefits 

associated with the items will flow to the Group and the cost of the items can be measured reliably. 

 

Construction in progress (CIP) represents structures under construction and is stated at cost.  This includes the costs 

of construction and other direct costs.  Borrowing costs that are directly attributable to the construction of property, 

plant and equipment, if any, are capitalized during the construction period.  CIP is not depreciated until such time 

that the relevant assets are ready for use. 

 

Depreciation and amortization, which commence when the assets are available for their intended use, are computed 

using the straight-line method over the following estimated useful lives of the assets: 

 Number of Years 

Site improvements 2 -20 

Buildings 22 - 30 

Machinery 5 - 25 

Delivery and transportation equipment 5 - 8 

Office furniture and equipment 2 - 5 

Tools and water system 1 - 2 
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The remaining useful lives, residual values, and depreciation and amortization methods are reviewed and adjusted 

periodically, if appropriate, to ensure that such periods and methods of depreciation and amortization are consistent 

with the expected pattern of economic benefits from the items of property, plant and equipment. 

 

The carrying amounts of property, plant and equipment are reviewed for impairment when events or changes in 

circumstances indicate that the carrying amounts may not be recoverable. 

 

Fully depreciated assets are retained in the accounts until they are no longer in use. 

 

An item of property, plant and equipment is derecognized when either it has been disposed of or when it is 

permanently withdrawn from use and no future economic benefits are expected from its use or disposal. Any gain or 

loss arising from the retirement and disposal of an item of property, plant and equipment (calculated as the 

difference between the net disposal proceeds and the carrying amount of the asset) is recognized in the consolidated 

interim statements of comprehensive income in the period of retirement and disposal. 

 

Impairment of Non-financial Assets 

The carrying amount of property, plant and equipment and goodwill and other intangible assets are reviewed for 

impairment when events or changes in circumstances indicate that the carrying amount may not be recoverable. 

Intangible assets with indefinite useful lives are tested for impairment annually either individually or at the cash-

generating unit level. If any such indication exists, and if the carrying amount exceeds the estimated recoverable 

amount, the assets or cash-generating units are written down to their recoverable amounts.  The recoverable amount 

of the asset is the greater of fair value less costs to sell and value in use.  The fair value less costs to sell is the 

amount obtainable from the sale of an asset in an arm’s length transaction between knowledgeable, willing parties, 

less costs of disposal. 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 asset. 

For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for the 

cash-generating unit to which the asset belongs. Impairment losses are recognized in the consolidated interim 

statements of comprehensive income in those expense categories consistent with the function of the impaired asset. 

 

An assessment is made at each reporting date as to whether there is any indication that previously recognized 

impairment losses may no longer exist or may have decreased. If such indication exists, the recoverable amount is 

estimated. A previously recognized impairment loss is reversed only if there has been a change in the estimates used 

to determine the asset’s recoverable amount since the last impairment loss was recognized. If that is the case, the 

carrying amount of the asset is increased to its recoverable amount. That increased amount cannot exceed the 

carrying amount that would have been determined, net of depreciation and amortization, had no impairment loss 

been recognized for the asset in prior years.  Such reversal is recognized in the consolidated interim statements of 

comprehensive income. After such a reversal, the depreciation and amortization charge is adjusted in future periods 

to allocate the asset’s revised carrying amount, less any residual value, on a systematic basis over its remaining 

useful life. An impairment loss with respect to goodwill is not reversed. 

 

Fair Value Measurements 

The Group measures a number of financial and non-financial assets and liabilities at fair value at each reporting 

date. 

 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 

between market participants at the measurement date.  The fair value measurement is based on the presumption that 

the transaction to sell the asset or transfer the liability takes place either: (a) in the principal market for the asset or 

liability; or (b) in the absence of a principal market, in the most advantageous market for the asset or liability. The 

principal or most advantageous market must be accessible to the Group. 
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The fair value of an asset or liability is measured using the assumptions that market participants would use when 

pricing the asset or liability, assuming that market participants act in their best economic interest. 

 

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are 

available to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of 

unobservable inputs. 

 

All assets and liabilities for which fair value is measured or disclosed in the consolidated interim financial 

statements are categorized within the fair value hierarchy, described as follows, based on the lowest level input that 

is significant to the fair value measurement as a whole: 

 

 Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;  

 

 Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset 

or liability, either directly or indirectly; and  

 

 Level 3: inputs for the asset or liability that are not based on observable market data.  

 

For assets and liabilities that are recognized in the consolidated interim financial statements on a recurring basis, the 

Group determines whether transfers have occurred between levels in the hierarchy by re-assessing the categorization 

at the end of each reporting period. 

 

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of 

the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy. 

 

Provisions  

Provisions are recognized when: (a) the Group has a present obligation (legal or constructive) as a result of past 

events; (b) it is probable (i.e., more likely than not) that an outflow of resources embodying economic benefits will 

be required to settle the obligation; and (c) a reliable estimate of the amount of the obligation can be made. Where 

some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 

reimbursement is recognized as a separate asset only when it is virtually certain that reimbursement will be received. 

The amount recognized for the reimbursement shall not exceed the amount of the provision.  Provisions are 

reviewed at each reporting date and adjusted to reflect the current best estimate. 

 

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 the risks specific 

to the liability.  Where discounting is used, the increase in the provision due to the passage of time is recognized as 

interest expense. 

 

Capital Stock and Additional Paid-in Capital 

Common Shares.  Common shares are classified as equity. Incremental costs directly attributable to the issue of 

common shares are recognized as a deduction from equity, net of any tax effects. 

 

Redeemable Preferred Shares. Redeemable preferred shares are classified as equity if it is redeemable only at the 

Group’s option, and any dividends are discretionary.  Discretionary dividends thereon, if any, are entitled to 

participate pro-rata in any regular dividend declared for the common shares to be paid out of the Group’s 

unrestricted retained earnings at the same rate and upon the same terms as declared and paid to common 

shareholders. 

 

Preferred shares are classified as a liability if they are redeemable on a specific date or at the option of the 

shareholders, or if dividend payments are not discretionary.  Dividends thereon are recognized as interest expense in 

the consolidated interim statements of comprehensive income as accrued. 

 

A contract that will be settled by the Group by delivering a fixed number of its own equity instrument in exchange 

for a fixed amount of cash or another financial asset is an equity instrument. 
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Additional Paid-in Capital.  When the shares are sold at premium, the difference between the proceeds and the par 

value is credited to the “Additional Paid-in Capital” account. 

 

Treasury Shares 

When share capital recognized as equity is reacquired, the amount of the consideration paid, which includes directly 

attributable costs, net of any tax effects, is carried at cost and recognized as a deduction from equity.  Repurchased 

shares are classified as treasury shares and are presented separately in the consolidated interim financial statements. 

No gain or loss is recognized on the purchase, sale or reissuance or cancellation of the Parent Company’s own 

equity instruments. When treasury shares are sold or reissued subsequently, the amount received is recognized as an 

increase in equity, and the resulting surplus or deficit on the transaction is presented in additional paid-in capital. 

When the shares are retired, the capital stock account is reduced by its par value and the excess of cost over par 

value upon retirement is debited to additional paid-in capital to the extent of the specific or average additional paid-

in capital when the shares were issued and to retained earnings for the remaining balance. 

 

Retained Earnings 

Retained earnings represent the cumulative balance of net income or loss, dividend contributions and other capital 

adjustments. Appropriated retained earnings represent the portion which is restricted and therefore not available for 

any dividend declaration. 

 

Revenue Recognition 

The Group recognizes revenue from contracts with customers when control of the goods or services are transferred 

to the customer at an amount that reflects the consideration to which the Group expects to be entitled in exchange 

for those goods or services, excluding amounts collected on behalf of third parties.  

 

The transfer of control can occur over time or at a point in time. Revenue is recognized at a point in time unless one 

of the following criteria is met, in which case it is recognized over time: (a) the customer simultaneously receives 

and consumes the benefits as the Group performs its obligations; (b) the Group’s performance creates or enhances 

an asset that the customer controls as the asset is created or enhanced; or (c) the Group’s performance does not 

create an asset with an alternative use to the Group and the Group has an enforceable right to payment for 

performance completed to date. 

 

The Group assesses its revenue arrangements to determine if it is acting as principal or agent. The Group has 

concluded that it acts as a principal as it controls the goods or services before transferring to the customer. 

 

The following specific recognition criteria must also be met before revenue is recognized: 

 

Revenue from Sale of Goods 

Revenue is generally recognized at the point in time when control of the goods is transferred to the customer, which 

is normally upon delivery of the goods. Sales returns do not result to significant variable consideration and are 

generally determined based on concluded sales transactions at the end of each period. Payment is generally due 

within 30 to 60 days from delivery.  

 

Commission Income 

Commission Income is recognized at a certain percentage based on the production volume during the period. 

Payment is generally due within 30 to 60 days from invoice date. 

 

Rent Income  

Rent income from operating leases is recognized on a straight-line basis over the lease term. Lease incentives 

granted are recognized as an integral part of the total rent income over the term of the lease. 

 

Interest Income 

Interest income is recognized as the interest accrues, taking into account the effective yield on the asset. 

 

Other Income 

Other income is recognized when earned. 
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Costs and Expenses 

Costs and expenses are decreases in economic benefits during the accounting period in the form of outflows or 

decrease in assets or incurrence of liabilities that result in decreases in equity, other than those relating to 

distributions to equity participants.  Expenses are recognized when incurred. 

 

Leases  

Policy Applicable from January 1, 2019 

At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or contains, a 

lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange for 

consideration. To assess whether a contract conveys the right to control the use of an identified asset, the Group 

assesses whether: 

 The contract involves the use of an identified asset - this may be specified explicitly or implicitly, and should 

be physically distinct or represent substantially all of the capacity of a physically distinct asset. If the supplier 

has a substitution right, then the asset is not identified; 

 

 The Group has the right to obtain substantially all of the economic benefits from use of the asset throughout 

the period of use; and  

 

 The Group has the right to direct the use of the asset. The Group has this right when it has the decision-making 

rights that are most relevant to changing how and for what purpose of the asset is used. In rare cases where the 

decision about how and for what purpose the asset is used is predetermined, the Group has the right to direct 

the use of the asset if either: 

 

 The Group has the right to operate the asset; or 

 

 The Group designated the asset in a way that predetermines how and for what purpose it will be used. 

 

The Group recognizes a ROU asset and a lease liability at the lease commencement date. The ROU asset is 

initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease 

payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of 

costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on which it is 

located, less any lease incentives received. 

 

The ROU asset is subsequently depreciated using the straight-line method from the commencement date to the 

earlier of the end of useful life of the ROU asset or the end of the lease term. The estimated useful lives of ROU 

assets are determined on the same basis as those of property and equipment. In addition, the right of use asset is 

periodically reduced by impairment losses, if any, and adjusted for certain re-measurements of the lease liability. 

 

This policy is applied to contracts entered into, or changed, on or after January 1, 2019. 

  

Policy Applicable before January 1, 2019 

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 the 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 an extension is 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), and at the date of renewal or extension 

period for scenario (b) above. 
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Finance Lease 

Group as Lessee. Finance leases, which transfer to the Group substantially all the risks and rewards incidental to 

ownership of the leased item, are capitalized at the inception of the lease at the fair value of the leased property or, if 

lower, at the present value of the minimum lease payments.  Obligations arising from leased assets under finance 

lease agreement are classified in the consolidated interim statements of financial position as finance lease liabilities. 

 

Lease payments are apportioned between financing charges and reduction of the lease liability so as to achieve a 

constant rate of interest on the remaining balance of the liability.  Financing charges are recognized in the 

consolidated interim statements of comprehensive income. 

 

Capitalized leased assets are depreciated over the estimated useful lives of the assets when there is reasonable 

certainty that the Group will obtain ownership by the end of the lease term. 

 

Operating Lease 

Group as Lessee. Leases which do not transfer to the Group substantially all the risks and rewards of ownership of 

the asset are classified as operating leases.  Operating lease payments are recognized as an expense in the 

consolidated interim statements of comprehensive income on a straight-line basis over the lease term. Associated 

costs such as maintenance and insurance are expensed as incurred. 

 

Group as Lessor. Leases where the Group does not transfer substantially all the risks and rewards of ownership of 

the assets are classified as operating leases.  Rent income from operating leases is recognized as income on a 

straight-line basis over the lease term.  Initial direct costs incurred in negotiating an operating lease are added to the 

carrying amount of the leased asset and recognized as an expense over the lease term on the same basis as rent 

income.  

 

Employee Benefits 

Short-term Employee Benefits 

Short-term employee benefits are expensed as the related service is provided. A liability is recognized for the 

amount expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a result 

of past service provided by the employee and the obligation can be estimated reliably. 

 

Defined Benefit Retirement Plan 

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The net defined 

benefit retirement liability or asset is the aggregate of the present value of the amount of future benefit that 

employees have earned in return for their service in the current and prior periods, reduced by the fair value of plan 

assets (if any). 

 

The calculation of defined benefit retirement obligation is performed annually by a qualified actuary using the 

projected unit credit method. Projected unit credit method reflects services rendered by employees to the date of 

valuation and incorporates assumptions concerning projected salaries of employees. Actuarial gains and losses are 

recognized in full in the period in which they occur in other comprehensive income. Such actuarial gains and losses 

are also immediately recognized in equity and are not reclassified to profit or loss in subsequent period. When the 

calculation results in a potential asset for the Group, the recognized asset is limited to the present value of economic 

benefits available in the form of any future refunds from the plan or reductions in future contributions to the plan.  

To calculate the present value of economic benefits, consideration is given to any applicable minimum funding 

requirements. 

 

Defined benefit costs comprise the following: 

 Service costs 

 Net interest on the defined benefit retirement liability or asset 

 Remeasurements of defined benefit retirement 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 the consolidated interim statements of comprehensive income. Past service costs are 

recognized when plan amendment or curtailment occurs. These amounts are calculated periodically by independent 

qualified actuary. 
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Remeasurements of the net defined benefit retirement liability or asset, which comprise actuarial gains and losses, 

the returns on plan assets (excluding interest) and the effect of the asset ceiling (if any, excluding interest), are 

recognized immediately in the other comprehensive income. Remeasurements are not reclassified to profit or loss in 

subsequent periods. The Group determines the net interest expense (income) on the net defined benefit obligation for 

the period by applying the discount rate used to measure the defined benefit obligation at the beginning of the annual 

period to the then net defined benefit liability (asset), taking into account any changes in the net defined benefit 

liability (asset) during the period as a result of contributions and benefit payments.  Net interest expense and other 

expenses related to defined benefit plans are recognized in the profit or loss. 

 

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit that related to 

past service or the gain or loss on curtailment is recognized immediately in profit or loss.  The Group recognizes 

gains and losses on the settlement of a defined benefit plan when the settlement occurs. 

 

Defined Contribution Plan   

A defined contribution plan is a post-employment plan under which the Group pays fixed contributions into an 

independent entity. The Group has no legal or constructive obligations to pay further contributions after payment of 

the fixed contribution. The contributions recognized in respect of defined contribution plans are expensed as they 

fall due. Liabilities and assets may be recognized if underpayment or prepayment has occurred and are included in 

current liabilities or current assets as they are normally of a short-term nature. 

 

Foreign Currency 

Foreign Currency Translations 

Transactions in foreign currencies are translated to the respective functional currencies of the Group entities at 

exchange rates at the dates of the transactions.  Monetary assets and monetary liabilities denominated in foreign 

currencies are retranslated at the functional currency rate of exchange ruling at the reporting date. The foreign 

currency gain or loss on monetary items is the difference between amortized cost in the functional currency at the 

beginning of the year, adjusted for effective interest and payments during the year, and the amortized cost in foreign 

currency translated at the exchange rate at the reporting date. 

 

Nonmonetary assets and nonmonetary liabilities denominated in foreign currencies that are measured at fair value 

are translated to the functional currency at the exchange rate at the date the fair value was determined.  

Nonmonetary items in foreign currencies that are measured in terms of historical cost are translated using the 

exchange rate at the date of the transaction. 

 

Foreign currency differences arising on translation are recognized in the consolidated interim statements of 

comprehensive income. 

 

Foreign Operations 

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on acquisition, 

are translated to Philippine peso at exchange rates at the reporting date. The income and expenses of foreign 

operations, excluding foreign operations in hyperinflationary economies, are translated to Philippine peso at average 

exchange rates for the period. 

 

Foreign currency differences are recognized in other comprehensive income and presented in the “Translation 

reserve” account in the consolidated interim statements of changes in equity.  However, if the operation is not a 

wholly-owned subsidiary, then the relevant proportionate share of the translation difference is allocated to the non-

controlling interests.  When a foreign operation is disposed of such that control, significant influence or joint control 

is lost, the cumulative amount in the translation reserve related to that foreign operation is reclassified to the profit 

or loss as part of the gain or loss on disposal.   

 

When the Group disposes of only part of its interest in a subsidiary that includes a foreign operation while retaining 

control, the relevant proportion of the cumulative amount is reattributed to non-controlling interests.  When the 

Group disposes of only part of its investment in shares of stock of an associate or joint venture that includes a 

foreign operation while retaining significant influence or joint control, the relevant proportion of the cumulative 

amount is reclassified to profit or loss. 
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When the settlement of a monetary item receivable from or payable to a foreign operation is neither planned nor 

likely to occur in the foreseeable future, foreign exchange gains and losses arising from such a monetary item are 

considered to form part of a net investment in a foreign operation and are recognized in other comprehensive income 

and presented in the “Translation reserve” account in the consolidated interim statements of changes in equity. 

 

Taxes 

Current Tax. Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using 

tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of 

previous years. 

 

Current tax relating to items recognized directly in equity is recognized in equity and not in profit or loss. The Group 

periodically evaluates positions taken in the tax returns with respect to situations in which applicable tax regulations 

are subject to interpretations and establishes provisions where appropriate. 

 

Deferred Tax. Deferred tax is recognized using the liability method in respect of temporary differences between the 

carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation 

purposes.   

Deferred tax liabilities are recognized for all taxable temporary differences, except: 

 

 where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in a 

transaction that is not a business combination and, at the time of the transaction, affects neither the 

accounting profit nor taxable profit or loss; and 

 

 with respect to taxable temporary differences associated with investments in shares of stock of subsidiaries 

where the timing of the reversal of the temporary differences can be controlled and it is probable that the 

temporary differences will not reverse in the foreseeable future. 

 

Deferred tax assets are recognized for all deductible temporary differences, carryforward benefits of unused tax 

credits - Minimum Corporate Income Tax (MCIT) and unused tax losses - Net Operating Loss Carry Over 

(NOLCO), to the extent that it is probable that taxable profit will be available against which the deductible 

temporary differences, and the carryforward benefits of MCIT and NOLCO can be utilized, except: 

 

 where the deferred tax asset relating to the deductible temporary difference arises from the initial 

recognition of an asset or liability in a transaction that is not a business combination and, at the time of the 

transaction, affects neither the accounting profit nor taxable profit or loss; and 

 

 with respect to deductible temporary differences associated with investments in shares of stock of 

subsidiaries, associates and interests in joint ventures, deferred tax assets are recognized only to the extent 

that it is probable that the temporary differences will reverse in the foreseeable future and taxable profit 

will be available against which the temporary differences can be utilized. 

 

The carrying amount of deferred 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 tax asset to be 

utilized. Unrecognized deferred 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 tax asset to be recovered. 

 

The measurement of deferred tax reflects the tax consequences that would follow the manner in which the Group 

expects, at the end of the reporting period, to recover or settle the carrying amount of its assets and liabilities. 

 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year 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 the reporting date.  

 

In determining the amount of current and deferred tax, the Group takes into account the impact of uncertain tax 

positions and whether additional taxes and interest may be due.  The Group believes that its accruals for tax 
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liabilities are adequate for all open tax years based on its assessment of many factors, including interpretation of tax 

laws and prior experience. This assessment relies on estimates and assumptions and may involve a series of 

judgments about future events. New information may become available that causes the Group to change its 

judgment regarding the adequacy of existing tax liabilities; such changes to tax liabilities will impact tax expense in 

the period that such a determination is made. 

 

Current tax and deferred tax are recognized in the consolidated interim statements of comprehensive income except 

to the extent that it relates to a business combination, or items recognized directly in equity or in other 

comprehensive income. 

 

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current tax 

assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation 

authority. 

 

Value-added Tax (VAT).  Revenues, expenses and assets are recognized net of the amount of VAT, except: 

 

 where the tax incurred on a purchase of assets or services is not recoverable from the taxation authority, in 

which case the tax is recognized as part of the cost of acquisition of the asset or as part of the expense item 

as applicable; and 

 

 receivables and payables that are stated with the amount of tax included. 

 

The net amount of tax recoverable from, or payable to, the taxation authority is included as part of “Prepaid 

expenses and other current assets”, “Income tax payable” and “Accounts payable and accrued expenses” accounts in 

the consolidated interim statements of financial position. 

 

Related Parties 

Parties are considered to be related if 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 operating decisions.  Parties are also 

considered to be related if they are subject to common control and significant influence.  Related parties may be 

individuals or corporate entities.  

 

Contingencies 

Contingent liabilities are not recognized in the consolidated interim financial statements.  They are disclosed in the 

notes to the consolidated interim financial statements unless the possibility of an outflow of resources embodying 

economic benefits is remote.  Contingent assets are not recognized in the consolidated interim financial statements 

but are disclosed in the notes to the consolidated interim 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 reporting date 

(adjusting events) are reflected in the consolidated interim financial statements. Post year-end events that are not 

adjusting events are disclosed in the notes to the consolidated interim financial statements when material. 
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RESULTS OF OPERATION 

 

Three months ended March 31, 2019 compared with three months ended March 31, 2018 

 

Our consolidated operating results for the three-month periods ended March 31, 2019 and 2018 in absolute terms 

and expressed as a percentage of total sales are compared below: 

 

 

Sales 

Axelum generated sales of ₱1,284 million for the three months ended March 31, 2019, down by 8% year on year, 

due global decline in oil prices (i.e. palm oil, crude oil) in 2018. Average selling prices in Q1 2019 ranges from 

$0.85 to $0.90 as compared to Q1 2018 which ranges from $1.05 to $1.09. Axelum needed to lower its average 

selling prices to its customers to compete in the global coconut market to maintain its market share resulting into a 

lower Q1 2019 sales compared to Q1 2018 sales where raw material prices and also selling prices were a lot higher. 

Product sales volume of some of the major products such as desiccated coconut (by 1%) and toasted coconut (by 

5%) sold by Axelum did increase in some markets for Q1 2019 as compared to Q1 2018, however the lower average 

selling prices greatly impacted the sales for Q1 2019.   

 

The related party transactions that were eliminated in the consolidated financial statements for the three months 

ended March 31, 2019 and March 31, 2018 pertain to sales made to RVF amounting to ₱334,172 and ₱460,206, 

respectively, and FIA amounting to ₱116,093 and ₱153,737.   

 

Cost of Sales 

Cost of sales for the three months ended March 31, 2019 closed at ₱848 million, resulting in a gross profit margin of 

₱435 million for the first quarter of operations, primarily due to lower coconut raw material prices, as compared to 

same period in 2018. Coconut prices dropped significantly by 60% in 2018 starting at ₱10k per MT of nuts in 

January 2018 to as low as ₱8k levels in March 2018 up to as low to mid ₱6k levels per MT in December 2018.  

During the first quarter of 2019, coconut prices still continue to drop to as low to mid ₱5k levels per MT. 

 

Cost of sales for Q1 2019 was down to 66% of gross sales as compared to 72% on same period in 2018 or a cost of 

sales reduction of 15%. 

 

 

 (Audited)  

 
For the three-months ended March 31  

  2019 
% of 

Sales 
2018 

% of  

Sales 
% Change 

 (₱ in Thousands, except percentages) 

Sales ₱1,283,530 100 ₱1,391,184 100 (8) 

Cost of Sales 848,484 66 1,002,265 72 (15) 

Gross Profit 435,046 34 388,919 28 12 

Selling Expenses 91,701 7 83,132 6 10 

General and Administrative Expenses 77,735 6 71,582 5 8 

Income from Operations 265,610 21 234,205 17 13 

Interest Income 6,197 0 959 0 546 

Interest Expense and Other Finance 

Charges 
(16,372) 1 (15,221) 1 8 

Other Income  7,158 0 7,179 1 0 

Income before Income Taxes 262,593 20 227,122 17 16 

Income Tax Expense (36,148) 3 (27,928) 2 29 

Net Income ₱226,445 17 ₱199,194 14 14 
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Gross Profit 

In spite of sales reduction of 8% in Q1 2019 as compared to same period in 2018, Axelum gross profit increased to 

34% of sales as compared to 28% to same period in 2018 or an increase of ₱46 million in the first quarter of 2019 

due to product mix sold in Q1 2019 vs Q1 2018 wherein Axelum sold more volumes of products with lower 

processing costs and higher profitability margin. 

 

Selling Expenses 

Selling expenses represent 7% and 6% sales of sales in Q1 2019 and Q1 2018, respectively. It increased by 10% 

from ₱83 million in Q1 2018 to ₱92 million in Q1 2019. There was an unusual increase in shipping, freight, trucking 

and other related delivery cost, particularly in the international markets, towards the latter part of 2018. This 

continued in early 2019 due to port congestions, shortage of trucking facilities, increase in fuel costs and other 

related expenses in the major shipping destinations, wherein these markets contribute more than 80% of sales. Some 

of these costs have started to come down and are now normalizing. In addition, advertising expenses significantly 

increased by ₱6 million due to RVF’s aggressive marketing strategies on rebranding and improving Amazon sales 

including attendance to various food shows. 

  

General and Administrative Expenses 

General and administrative expenses represent 6% of sales in Q1 2019 and 5% of sales in Q1 2018. It increased by 

9% from ₱72 million in Q1 2018 to ₱78 million in Q1 2019. Accounted for most of the increase in costs due to 

additional legal and audit expenses services related to preparations for public listing.   

 

Interest Income 

Interest income in Q1 2019 represents mainly interest income earned from Axelum’s investment in bonds.  Axelum 

only started investing in Republic of the Philippines (“ROP”) bonds in Q1 2018. Interest income earned from ROP 

bonds in Q1 2019 amounted to ₱6 million as compared to ₱0.9 million only in Q1 2018. 

 

Interest Expense and Other Financing Charges 

Interest expense and other financing charges mainly represent interest incurred from Axelum’s short term 

borrowings (packing credit loans) and RVF’s long-term bank loans for its land, building and machineries used in 

operations in Atlanta, Georgia.   

 

Income Tax Expense 

Income tax expense increased to ₱36 million (3% of sales) in Q1 2019 from ₱28 million (2% of sales) in Q1 2018 

due to higher earnings in Q1 2019 as compared to Q1 2018. 

 

Net Income 

Net income for the period ended March 31, 2019, as a result, reached ₱226 million for an 18% net profit margin.   

 

Location provisionally approved as Export Processing Zone 

Allcoco Development Corp., the owner of the land where the Company’s manufacturing facilities in Medina, 

Misamis Oriental are located, has applied for the registration of the land as an Export Processing Zone (“EcoZone”), 

which was provisionally approved by the PEZA. The potential EcoZone shall cover an aggregate area of  

191,508 square meters (19.1508 hectares) where the Company will be the sole registered locator of the EcoZone if 

the Company registers with the PEZA. 

 

Should this be approved, the Company as the sole registered EcoZone locator will be entitled to all the benefits 

accorded an EcoZone locator, such as tax-free importations, years of tax holidays, and exemption from payment of 

any government fees, among others. On 27 September 2017, PEZA granted the pre-qualification clearance to 

AllCoco for the conversion and declaration of an existing industrial complex into an Agri-Industrial Economic 

Zone. However, said clearance is contingent on the submission of the transfer certificate of titles registered under the 

name of AllCoco of the remaining 24,954 sq.m. (out of the 191,508 sq.m. total aggregate area) which only have tax 

declarations. As soon as AllCoco has completed the transfer and titling of the remaining land and submitted copies 

of the transfer certificate of titles to PEZA, the latter shall endorse the application to the Office of the President for 

Presidential Proclamation. 
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Year ended December 31, 2018 compared with year ended December 31, 2017 

 

The Company’s consolidated operating results for the years ended December 31, 2018 and December 31, 2017 in 

absolute terms and expressed as a percentage of total sales are compared below: 

 

  

 

Sales  

Sales for the year ended December 31, 2018 amounted to ₱5,881 million, an increase of 2% as compared to ₱5,793 

million for the year ended December 31, 2017. Market volume demand grew in 2018 but market prices went down 

due to continuing decrease in the nut prices. Average selling prices in 2017 range from $1.07 to $1.15 as compared 

to 2018 which ranges from $1.00 to $1.05. Also in 2018, instead of producing and selling RBD oil to compete in the 

local market with lower palm oil prices, Axelum decided to curtail RBD oil and rather sold it as coconut oil with 

lower processing costs and higher margin. While there was a general decline in sales value of almost all coconut 

products, particularly RBD Oil and reduced fat coconut which both significantly dropped by 33%, Axelum was able 

to sell about 25 million liters of coconut water in 2018 as compared to about 19 million liters in 2017, a hefty 

increase of about 31% as compared to 2017 volume and increase of about 28% in value. Moreover, in 2018, RVF 

gained new buyers for desiccated coconut (i.e. Kraft Heinz and Nestle Brazil) thus increasing our RVF’s sales 

volume in desiccated by approximately 18%. 

 

The related party transactions that were eliminated in the consolidated financial statements for the years ended 

December 31, 2018 and 2017 pertain to sales made to RVF amounting to ₱1,380 million and ₱1,295 million 

respectively, and FIA amounting to ₱468 million and ₱572 million.   

 

Cost of Sales 

Cost of sales went down primarily due to decrease in coconut raw material prices and some production efficiencies. 

 

Coconut prices gradually went from ₱10k per MT in January 2018 to as low as ₱6k in December resulting to a lower 

production cost. Axelum was also able to maximize its production, especially in its coconut water production line 

resulting to its highest coconut water production of 25 million liters in 2018. 

 

  

 (Audited)  

 
For the years ended December 31  

  2018 
% of 

Sales 
2017 

% of 

Sales 

% 

Change 

 (₱ in Thousands, except percentages) 

Sales ₱5,881,345 100 ₱5,793,472 100 2 

Cost of Sales 4,502,449 77 4,633,903 80 (3) 

Gross Profit 1,378,896 23 1,159,569 20 19 

Selling Expenses 360,078 6 269,183 5 34 

General and Administrative Expenses 291,770 5 268,416 5 9 

Income from Operations 727,048 12 621,970 11 17 

Interest Income 12,273 0 2,082 0 489 

Interest Expense and Other Finance 

Charges 
(173,312) 3 (86,984) 2 99 

Loss on Early Retirement of Debt (167,716) 3 - - - 

Other Income  34,773 1 45,139 1 22 

Income before Income Taxes 433,066 7 582,207 10 (26) 

Income Tax Expense (68,247) 1 (51,457) 1 33 

Net Income ₱364,819 6 ₱530,750 9 (31) 
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Gross Profit  

In spite of selling price reduction as cost of raw materials also drastically went down as discussed above, gross profit 

is higher in 2018 at 23% as compared to 20% in 2017. 

 

Selling Expenses 

Selling expenses increased to 6% of sales as compared to 5% in 2017. The slight increase in selling expense was 

primarily due to an increase in the volume of business in 2018 as compared to 2017 coupled with increases in 

shipping, trucking delivery charges, brought about by port congestion, fuel price increases experienced in both the 

local but more significantly in the international market in 2018 resulting to an increase in freight expense from  

₱131 million in 2017 to ₱199 million in 2018.  Advertising also increased mainly due to the Group’s efforts in 

increasing its market share in e-commerce thru Amazon. 

 

General and Administrative Expenses 

General and administrative expenses also increased by 9% from ₱268 million in 2017 to ₱292 million in 2018.  The 

increase in general and administrative expenses was primarily due to an increase in manpower related expenses as a 

result of increase in business volume and professional fees as well as additional legal and audit services related to 

preparations for public listing. 

 

Income from Operations 

Axelum earned ₱727 million in consolidated income from operations in 2018 as compared to Ᵽ622 million in 2017 

or an increase of ₱105 million more in 2018, a 17% increase year on year basis. 

 

This was achieved by Axelum due to lower coconut prices in 2018 as compared to 2017 as well as improvement in 

operational efficiencies and increased sales volumes. 

 

Interest Income 

The significant increase in interest income is mainly due to Axelum’s investment in ROP bonds which earns annual 

interests ranging from 5% to 10% in 2018 as compared to interest income earned from time deposits with banks 

ranging from 0.5% to 2.0% in 2017.  

 

Loss on Early Retirement of Debt  

This is a non-recurring charge resulted from the accelerated settlement of certain obligations relating to the 

acquisition of assets necessary for the furtherance of its business. On December 20, 2018, Axelum and the 

predecessor entities entered into a final settlement agreement wherein Axelum fully disengaged (instead of paying 

future compensation or royalties) by way of a simple lump-sum settlement in the amount of ₱1,350 million, 

representing full and final settlement of all the fixed and variable considerations, interest and other incidental 

charges, so that Axelum can take full advantage of the ownership and use of the intangible assets moving forward 

without future charges, payments, or similar obligations to the selling shareholders. The difference between the 

settlement amount and the outstanding obligation as carried in the books prior to the final settlement resulted to a 

one-time loss on retirement of debt amounting to ₱168 million as reflected in the audited financial statements of 

2018. 

 

Interest Expense and Other Financing Charges 

Interest expenses are primarily financial charges for availing packing credit loans from banks to finance its 

manufacturing operations covered by purchase order or contracts from its buyer and distributors as well as interests 

for loans taken to fund partly its programs to improve and expand its manufacturing operations. Axelum also 

accrued interest and penalty relating to its certain obligations that were settled as discussed above under Loss on 

Early Retirement of Debt. 

 

Other Income 

Axelum’s other income represents commission income earned from a third party at a fixed percentage, gain on 

disposal of equipment, rent income, net foreign exchange gain and other miscellaneous items recovered and saved 

by the Company in the course of its operations.  
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Net Income 

As a result of the foregoing, net income was ₱365 million in 2018, as compared to ₱531 million for 2017. Without 

the one-time loss on early retirement of debt charge of ₱168 million , net income before income tax in 2018 would 

have been ₱601 million  as compared to ₱531 million in 2017 or an increase of ₱70 million. 

 

Year ended December 31, 2017 compared with year ended December 31, 2016 

 

In 2017, Axelum acquired two (2) entities in Singapore – Always Progressive Holdings Inc. (APH1) and Apo Peak 

Holdings Inc. (APH2) – with the aim to achieve high growth potential in domestic and international market 

including United States of America, through APH1’s subsidiary - Red V Foods Corp (RVF), and Australia, through 

APH2’s subsidiary – Fiesta Ingredients Australia (FIA).  The acquisition required Axelum therefore to prepare 

consolidated financial statements starting 2017.  Prior to 2017, Axelum only prepared its own individual financial 

statements as it had no subsidiaries.  The acquisition resulted to an increase in Axelum’s business volume causing 

the increase in all major revenue and expense accounts.  

 

Below shows Axelum’s consolidated operating results for the year ended December 31, 2017 and individual 

operating results for the year ended December 31, 2016 in absolute terms and expressed as a percentage of total 

sales are compared below:   

 

 (Audited)  

 
For the years ended December 31  

  2017 
% of  

Sales 
 2016 

% of  

Sales 
% Change 

 (₱ in Thousands, except percentages) 

Sales ₱5,793,472 100 ₱3,564,718 100 63 

Cost of Sales 4,633,903 80 2,928,647 82 58 

Gross Profit 1,159,569 20 636,071 18 82 

Selling Expenses 268,277 5 37,111 1 623 

General and Administrative Expenses 269,322 5 65,624 2 310 

Income from Operations 621,970 11 533,336 15 17 

Interest Income 2,082 0 918 0 127 

Interest Expense and Other Finance 

charges 
(86,984) (2) (34,706) 1 151 

Other income – net 45,139 1 13,973 0 223 

Income before Income taxes 582,207 10 513,521 14 13 

Income Tax Expense (51,457) 1 (46,050) (1) 12 

Net Income ₱530,750 9 ₱467,471 13 14 

 

Sales 

Sales for the year ended December 31, 2017 amounted to ₱5,793 million, an increase of 63% as compared to ₱3,565 

million for the year ended December 31, 2016.    

 

The sales of two acquired companies (APH1 and APH2) amounting to ₱2,846 million, when consolidated with 

Axelum in 2017, allowed Axelum to increase its sales by leaps and bounds in 2017 as compared to its sales in 2016. 

Sweetened coconut sales which only represent less than half of 1% of sales in 2016 increased by about ₱870 million 

and contributed to 15% of the group’s sales in 2017 as this is the main product of RVF, a subsidiary of APH1. 

Moreover, sales from other products which are catered only by RVF (i.e. coconut oil and coconut milk in retail cans) 

and FIA (i.e. fruits, nuts and seeds) contributed ₱142 million to the increase in sales. 

 

The related party transactions that were eliminated in the consolidated financial statements for the year ended 

December 31, 2017 pertain to sales made to RVF amounting to ₱1,295 million and FIA amounting to ₱572 million 

respectively.   
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Cost of Sales 

Cost of sales as a percentage of sales improved to 80% in 2017 as compared to 82% of 2016.  This was achieved 

through lower buying price of coconut, operational efficiencies, increase in yields, cost cutting and introduction of 

automation in some parts of manufacturing operations, resulting to lower cost and higher volume of production. 

 

Axelum’s consolidated gross profit in 2017 jumped to ₱1,160 million as compared to ₱636 million in 2016.  With a 

bigger revenue base as a result of the acquisition of APH1 and APH2, coupled with lower cost of coconuts, 

operational efficiencies, increase in yields, cost cutting and automation in some parts of manufacturing operations, 

Axelum was able to achieve economies of scale, establish new markets for its products and have a foothold in major 

markets in the coconut industry. 

 

Selling Expenses 

Selling expenses jumped to 5% of the consolidated sales in 2017 as compared to 1% of 2016 due primarily to higher 

cost of selling in the international market. The higher selling expenses in the international market though was offset  

by the much higher selling prices as compared to Axelum’s 2016 average selling prices and margins.  

 

The consolidated sales of 2016 basically represent the Parent company’s financial performance before the 

acquisition of APH1 and APH2. The Parent company’s selling expenses were limited mostly to selling expenses up 

to shipment by container load on FOB basis, ex-Philippine ports.  

 

However, the business model of the acquired companies APH1 and APH2 is more encompassing that included 

brokers/distributors commissions, warehousing, palletizing, repackaging into smaller packaging sizes, trucking, 

local shipping, quality testing and audits in order to be accredited as a certified supplier. Selling expenses of 

subsidiaries make up ₱197 million out of the ₱268 million total selling expenses. 

 

General and Administrative Expenses 

General and administrative expenses increased to 5% of sales in 2017 as compared to 2% in 2016. The increase in 

general and administrative expenses was primarily due to an increase in manpower related expenses brought about 

by increase in volume of business activities in the international market due to APH1 and APH2 acquisitions as well 

as general inflationary cost of most expenses particularly  fuel, utilities and other cost items  in  2017 as compared to 

2016. The general and administrative expenses of acquired companies (APH1 and APH2) in 2017 which amounted 

to ₱124 million accounted for most of the increase in general and administrative expenses in 2017. 

 

Interest Expense and Other Financing Charges 

Interest expense and other financing charges in 2017 included interest cost of loans for the manufacturing, 

warehousing and office facilities of APH1 and APH2, packing credit loan interest as well as accrual of interest and 

penalty for its certain obligations relating to the acquisition of assets.     

 

Axelum’s other income represents commission income earned from a third party at a fixed percentage, gain on 

disposal of equipment, rent income, net foreign exchange gain and other miscellaneous items recovered and saved 

by the Company in the course of its operations..  

 

Net Income 

Axelum’s consolidated net income after tax for the year 2017 was ₱531 million as compared to ₱467 million in 

2016 or an increase of ₱64 million, a 14% increase year on year basis.  
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Year ended December 31, 2016 compared with year ended December 31, 2015 

 

In 2016 and prior years, Axelum only prepared its own separate financial statements as it had no subsidiaries.  

Below shows Axelum’s individual operating results for the years ended December 31, 2016 and 2015 in absolute 

terms and expressed as a percentage of total sales are compared below:   

 

 (Audited)  

 
For the years ended December 31  

  2016 
% of  

Sales 
 2015 

% of  

Sales 
% Change 

 (₱ in Thousands, except percentages) 

Sales ₱3,564,718 100 ₱464,378 100 668 

Cost of Sales 2,928,647 82 334,607 72 775 

Gross Profit 636,071 18 129,771 28 390 

Selling Expenses 37,111 1 12,256 3 203 

General and Administrative Expenses 65,624 2 8,010 2 719 

Income from Operations 533,336 15 109,505 23 387 

Interest Income 918 0 134 0 585 

Interest Expense and Other Finance 

charges 
(34,706) 1 (7,474) 2 364 

Other income - net 13,973 0 6,169 1 127 

Income before Income taxes 513,521 14 108,334 22 374 

Income Tax Expense (46,050) (1) (-) 0 100 

Net Income ₱467,471 13 ₱108,334 22 332 

 

Sales 

Sales for the year ended December 31, 2016 amounted to ₱3,565 million, an increase of 668% as compared to ₱464 

million for the year ended December 31, 2015.    

 

In 2015, Axelum is purely coconut water operations. In 2016, Axelum purchased all of the assets of FBI, FFII, 

MIMI, and CDI including property (except land), plant, and equipment and assignment of trademarks, brand names, 

and logos through an agreement entitled Assignment of Goodwill and Intellectual Properties. The acquisition 

expanded Axelum’s product offerings to include desiccated coconut, coconut milk powder, coconut cream, as 

among others, resulting to significant growth of 668% in its sales in 2016 as compared in 2015. 

 

Cost of Sales 

Cost of sales significantly increased by 775% in 2016 as compared in 2015 due to the costs of products added to 

Axelum’s portfolio. Similarly, cost of sales represented 82% of sales in 2016 which is higher than in 2015 of 72% 

primarily because of higher processing costs of all products other than coconut water.  

 

Gross Margin 

Axelum’s gross profit in 2016 jumped to ₱636 million as compared to ₱130 million in 2015. With a bigger revenue 

base as a result of the acquisition of the assets from other companies, Axelum was able to establish new markets for 

its products and have a foothold in major markets in the coconut industry. On the other hand, gross margin was 

down from 28% in 2015 to 18% in 2016 because of higher processing costs of other products as compared to that of 

coconut water. 

 

Selling Expenses 

Selling expenses are down from 3% of sales to 1% of sales in 2015 due to bigger revenue base but jumped by 203% 

from 2015 to 2016 due to higher volume of products produced and sold resulting to more business processes such as 

shipped containers, related delivery expenses, commissions paid to brokers, distributors and warehouse, etc. 

Significant increases in selling expenses include freight from ₱12 million in 2015 to ₱33 million in 2016, and other 
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selling expenses which were only incurred by Axelum in 2016 after the acquisition of other business such as 

advertising of ₱1.4 million, insurance of ₱1.3 million, as among others. 

 

General and Administrative Expenses 

General and administrative expenses though significantly increased by 719% from 2015 to 2016 due to higher 

volume of products produced and sold but still represented at 2% of sales. Significant component of general and 

administrative expenses (representing 5% and above of total general and administrative expenses in 2016) include 

the following: 

 

- Salaries, wages and employee benefits – from ₱5 million in 2015 to ₱35 million in 2016 

- Professional fees – from ₱0.4 million in 2015 to ₱8 million in 2016 

- Travel and transportation – from ₱0.2 million in 2015 to ₱6.6 million in 2016 

- Insurance – from ₱0.6 million in 2015 to ₱3.6 million in 2016 

 

Interest Expense and Other Financing Charges 

Interest expense and other financing charges in 2016 and 2015 included packing credit loan interest.    

 

Other income-net 

Axelum’s other income represents commission income earned from a third party at a fixed percentage (increased 

from ₱5.8 million 2015 to ₱13 million in 2016) and net foreign exchange gain.   

 

Income Tax Expense 

Axelum, as a BOI registered enterprise, is entitled to income tax holiday covering coconut water operations only, 

thus in 2015, Axelum has no income tax expense in 2015. Income tax expense in 2016 mainly pertains to tax on 

income from operations other than coconut water operations.  

 

Net Income 

Axelum’s net income after tax for the year 2016 was ₱467 million as compared to ₱108 million in 2015 or an 

increase of ₱359 million, a 331% increase year on year basis mainly due to the results of those acquired businesses. 

 

FINANCIAL POSITION  

 

As discussed in the above section, prior to 2017, Axelum only prepared its own individual financial statements as it 

had no subsidiaries.  The acquisition in 2017 resulted to an increase in Axelum’s business volume causing the 

increase in all major statement of financial position accounts.  

 

Consolidated Financial Position as of March 31, 2019, December 31, 2018 and December 31, 2017 

 

Current Assets 

 

Cash and cash equivalents as of December 31, 2016 and 2015 represent only cash on hand and in banks. In 2016, 

cash dropped mainly because Axelum purchased the assets of FBI, FFII, MIMI, and CDI including property (except 

land), plant, and equipment. In 2017, there was an equity infusion by a Redeemable Preferred Shares (RPS) 

 Audited 

 Consolidated Individual* 

(in Thousands) 

March 31, 

2019 

December 31, 

2018 

December 31, 

2017 

December 31, 

2016* 

December 31, 

2015* 

Cash and cash equivalents ₱259,306 ₱257,111 ₱439,260 ₱142,168 ₱348,514 

Trade and other receivables  470,753 615,987 742,861 611,632 31,798 

Inventories 1,390,981 1,194,078 1,323,096 611,606 134,676 

Prepaid expenses and other 

current assets 

 

523,604 478,063 384,522 378,003 80,751 

Total Current Assets ₱2,644,644 ₱2,545,239 ₱2,889,739 ₱1,743,409 ₱595,739 
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shareholder (refer to Section on Equity for discussion) that was put into interest-bearing time deposits with banks 

with original maturities not exceeding three months with a balance of ₱165 million as of December 31, 2017. In 

2018, Axelum purchased ROP bonds maturing in various dates from 2030 to 2034. These ROP bonds were then 

separately classified as part of Noncurrent Assets in the 2018 consolidated financial statements. 

 

Trade and other receivables are mainly from customers and other non-trade receivables and represents about 18% to 

35% of the total current assets.  In 2015, Axelum is purely coconut water operations with only All Market Inc. as its 

customer.  The acquisition of assets of FBI, FFII, MIMI and CDI expanded Axelum’s product offerings and 

customer base resulting to an increase in receivables by leaps and bounds in 2016 while the acquisition of APH1 and 

APH2 also brought additional customer base to Axelum through RVF and FIA resulting to an increase in receivables 

by 116% in 2017.  Trade receivables are generally on a 30-60 day term.  However, due to the decline in market 

prices that led to the drop in the sales for 2018 up to Q1 2019, trade and receivables also dropped by 17% and 24% 

in 2018 and Q1 2019, respectively. 

 

Inventories are stated at cost which approximates its net realizable value as of the reporting dates.  Finished goods 

represent 8% to 76% of the total inventories.  In 2015, finished goods represent only coconut water.  In 2016, 

inventories increased in leaps and bounds since Axelum is already producing products other than coconut water, 

such as desiccated coconut, coconut milk powder, coconut cream, as among others.  In 2017, inventories increased 

by 116% as it already includes those that are being held by RVF and FIA.  In 2018 and 2019, the continuing 

decrease in the nut prices resulted to lower processing costs and inventory costs and longer holding period.   

 

Prepaid expenses and other current assets represent the Group’s input VAT, advances to suppliers and other 

prepayments.  Total prepaid expenses and other current assets in 2016 amounted to ₱378 million, of which ₱226 

million represents input VAT which increased by ₱204 million from only ₱22 million in 2015.  The increase in 

input VAT is mainly related to the acquisition of the assets of FBI, FFII, MIMI and CDI.   

 

Noncurrent Assets 

 

 (Audited) 

 Consolidated Individual* 

(in Thousands) 

March 31, 

2019 

December 31, 

2018 

December 31, 

2017 

December 

31, 

2016* 

December 31, 

2015* 

Noncurrent Assets      

Investment in bonds ₱362,907 ₱305,332 ₱ -    ₱ -    ₱ -    

Property, plant and equipment - 

net 3,174,158 3,070,470 2,718,039 1,962,910 390,186 

Goodwill and other intangible 

assets 1,673,388 1,673,303 1,664,184 1,055,346 - 

Deferred tax assets - net 9,143 27,566 -      - - 

Other noncurrent assets 8,559 19,524 8,749 154 - 

Total Noncurrent Assets ₱5,228,155 ₱5,096,195 ₱4,390,972 ₱3,018,410 ₱390,186 

 

Of the Group’s total consolidated assets, noncurrent assets comprise 66% as of March 31, 2019, 67% as of 

December 31, 2018 and 60% as of December 31, 2017.   

 

In 2018, Axelum purchased ROP bonds maturing in various dates from 2030 to 2034. ROP bonds are in a way 

liquid as these can be converted to cash within three to four working days.   

 

Property, plant and equipment include buildings and site improvements, plant machinery and equipment, as among 

others.  It accounts for 60% to 65% of the total consolidated noncurrent assets. In 2015, Axelum is purely coconut 

water operations.  In 2016, Axelum purchased the assets of FBI, FFII, MIMI, and CDI including property (except 

land), plant, and equipment resulting to a significant increase by leaps and bounds from 2015 to 2016. 
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Goodwill and other intangible assets represent the difference between the total fair value of identifiable assets 

purchased and the total consideration paid by Axelum in 2016 (Refer to Note on Goodwill and other Intangibles in 

the consolidated financial statements).   

 

Assignment of Goodwill and Intellectual Properties 

 

On January 27, 2016, Fiesta Brands, Inc., Fresh Fruit Ingredients, Inc., Muenster Ingredients Mfg Inc., and 

Cocoderivatives Inc. (Assignors) assigned their all their trademarks, brand names, logos and other devices, through 

close personal and on-going business relationships, trade secrets and knowledge in connection with their sale and 

provision for services related to various coconut products for more than 30 years otherwise known as the goodwill 

and intellectual properties to Axelum Resources Corp. The assignment took effect on January 27, 2016. The 

assignment was made for consideration. 

 

The Assignment was thereafter amended on May 23, 2017. The amendment pertained to a change in the terms of 

payment and the corresponding rights of the parties in case of failure to pay.  

 

Liabilities 

 

 (Audited) 

 Consolidated Individual* 

(in Thousands) 

March 31, 

2019 

December 31, 

2018 

December 31, 

2017 

December 

31, 

2016* 

December 31, 

2015* 

Loans payable  ₱882,035 ₱970,751 ₱1,313,791 ₱835,294 ₱230,255 

Accounts payable and 

accrued expenses 388,029 352,053 405,511 114,208 74,443 

Income tax payable 21,570 -     14,151 20,427 - 

Finance lease liabilities  121,030 123,595 6,650 10,280 - 

Retirement benefit 

obligation 33,747 29,994 21,973 - - 

Deferred tax liability - - 9,484 195 - 

Long-term debt  98,935 102,502 106,184 - - 

Other current liabilities 1,350,042 1,350,042 421,366 295,169 159,900 

Other noncurrent liabilities 65,573 63,011 668,251 927,514 300,000 

Total Liabilities ₱2,960,961 ₱2,991,948 ₱2,967,361 ₱2,203,087 ₱764,598 

 

Loans payable representing 30% (₱882 million), 32% (₱971 million) and 44% (₱1,314 million) of the total 

consolidated liabilities as of March 31, 2019, December 31, 2018 and 2017, respectively, pertain to short-term 

borrowings, particularly packing credit loans, availed by the Group from various banks.  Similarly, loans payable 

representing 38% (₱835 million) and 30% (₱230 million) of the total liabilities of Axelum as of December 31, 2016 

and 2015, respectively, pertain to packing credit loans availed by Axelum from various banks.  

 

Other current liabilities closed at ₱1,350 million as of March 31, 2019 and December 31, 2018 due to the 

accelerated settlement of certain obligations relating to the acquisition of assets necessary for the furtherance of its 

business.  Amount payable as of December 31, 2017 is ₱1,089 million (₱421 million as part of other current 

liabilities and Ᵽ668 million as part of other noncurrent liabilities), and as of December 31, 2016 is ₱1,223 million  

(Ᵽ295 million as part of other current liabilities and ₱928 million as part of other noncurrent liabilities).. In 2015, 

Axelum obtained a bank loan amounting to ₱300 million which was fully paid in 2016. 

 

Other liabilities include trade payables, accrued expenses, finance lease liabilities, retirement benefit obligation and 

other liabilities. 
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Equity  

 (Audited) 

 Consolidated Individual 

(in Thousands) 

March 31, 

2019 

December 31, 

2018 

December 31, 

2017 

December 

31, 

2016* 

December 31, 

2015* 

Common stock ₱3,700,000 ₱2,400,000 ₱2,400,000 ₱2,000,000 ₱5,000 

Redeemable preferred 

stock  - 750,000 500,000 - - 

Additional paid-in capital 559,670 559,670 362,170 - - 

Treasury stock (500,000) (500,000) (500,000) - - 

Equity reserves 71,422 35,515 461,698 - - 

Retained earnings 1,080,746 1,404,301 1,089,482 558,732 216,327 

Total Equity ₱4,911,838 ₱4,649,486 Ᵽ 4,313,350 ₱2,558,732 ₱221,327 

 

In 2017, Axelum issued 400 million shares, of which 170 million shares were exchanged for the acquisition of 

APH1 and APH2. Axelum also acquired 400 million of its own common shares from stockholders on August 7, 

2017 at P1.25 per share or a total cost of P500 million. The shares are held as “Treasury stock” and have been 

deducted from equity. The Parent Company has the right to reissue these shares at a later date 

 

On February 10, 2017, the Parent Company entered into a Subscription agreement for the subscription of 

redeemable preferred shares (“RPS”) with a par value of ₱1.00 per share at an initial price of US$0.054 or ₱2.70 per 

share (“Original Share Price”) under the terms of the RPS subscription. If the Group does not achieve a consolidated 

earnings before interests, taxes, depreciation and amortization (EBITDA) of at least ₱1,200 million for the financial 

year ended December 31, 2017, the issue price will be adjusted subject to a floor of US$0.036 or ₱1.80 per share 

(“Adjusted Share Price”) which will result in the issuance of a maximum of 250 million additional RPS, subject to 

the terms and conditions as set forth in the Subscription Agreement. 

 

On August 4, 2017, the Parent Company received $27 million or ₱1,350 million for the subscription of RPS at the 

original share price of US$0.054 or ₱2.70 per share, subject to certain condition as provided for in the subscription 

agreement.  

 

In 2018, the condition as set forth in the subscription agreement pertaining to the achievement of certain 

consolidated EBITDA was not met.  As a result, the Parent Company made an adjustment to the subscription price 

using the adjusted share price of US$0.036 or ₱1.80 per share as set forth in the Subscription Agreement and issued 

an additional 250 million of RPS to the subscriber.  

 

During 2018, the Parent Company made retroactive adjustments to the comparative information for the year ended 

December 31, 2018 to appropriately reflect the adjusted share price of US$0.036 or ₱1.80 per share pertaining to the 

originally issued 500 million RPS or a total subscription price of ₱900 million and reflected the value of the 

contingent preferred stock amounting to ₱450 million as part of “Equity reserves” account in the consolidated 

interim statement of financial position.   

 

On November 12, 2018, upon the approval by the BOD of the Parent Company, additional 250 million RPS was 

issued with a total subscription price of ₱450 million.  As a result, the amount reflected as part of “Equity reserves” 

account was reclassified to RPS amounting to ₱250 million and additional paid-in capital amounting to  

₱200 million, net of stock issuance cost amounting to ₱2.5 million. 

 

On January 23, 2019, the BOD approved the conversion of 750 million RPS into common shares at the rate of one 

(1) RPS share to one (1) common share, to be issued out of the Unissued Common Stock of the Corporation.  

Accordingly, the BOD also approved the conversion of any and all stock dividends in the form of RPS, which may 

accrue to the aforementioned 750 million RPS after the date of the approval, into Common shares to be issued also 
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out of the Unissued Common Stock of the Corporation.  All of the RPS shares, including additional 150 million 

shares issued as stock dividends shall be converted at the rate of one RPS to one Common share.  On March 20, 

2019, the BOD approved and/or ratified the conversion of all the 900 million RPS into common shares.   

 

Dividend Declaration 

 

Cash Dividend 

On August 1, 2018, the Parent Company’s BOD approved the declaration of cash dividends in the amount of ₱0.02 

per share or a total of ₱50 million out of the unrestricted retained earnings of the Parent Company as at December 

31, 2017 payable to stockholders (common and redeemable preferred shares) of record as of July 31, 2018, and to be 

paid on or before September 15, 2018. 

 

Stock Dividend 

On February 7, 2019, the Parent Company’s BOD approved the declaration of a total 550 million shares of stock 

dividends to common and RPS stockholders (at par value of ₱1.00 per share), in proportion to their respective 

shareholdings, out of the Parent Company’s unissued common and RPS stock.  The stock dividend is payable to 

Common and RPS stockholders of record as at December 31, 2018 and issued on or after March 20, 2019 but in no 

event later than March 31, 2019. On July 2, 2019, the SEC acknowledged and duly noted the stock dividend 

declaration and attached the relevant documentation to the records of the Company on file with the SEC. 

 

LIQUIDITY AND CAPITAL RESOURCES 

 

The Group’s principal sources of liquidity are from internally generated cash from operations and short-term 

packing credit loans. For the three months ended March 31, 2019, the Group’s total current assets amounted to 

₱2,645 million, of which cash and cash equivalents accounted for 10% or ₱259 million. This was against the 

Group’s total current liabilities of ₱2,654 million, 15% of which, or ₱388 million, were non-interest bearing trade 

payables. 

 

The Group may also, from time to time, seek other sources of funding, which may include debt or equity financing, 

depending on its financing needs and market conditions. In the course of conducting its business, the Group has, and 

will continue, to incur short-term debt from several banking institutions.  

 

The following table sets forth the selected information from the Group’s statements of cash flows for the period 

indicated: 

 

 (Audited) 

 Consolidated Individual* 

(in Thousands)  

March 31, 

2019 

December 

31, 2018 

December 31, 

2017 

December 

31,  

2016* 

December 

31,  

2015* 

Net cash provided by (used in):      

operating activities ₱324,592 ₱982,871 ₱326,275 ₱(675,814) ₱98,348 

investing activities (206,320) (850,349) (1,640,871) (1,685,828) (187,176) 

financing activities (125,605) (315,422) 1,612,158 2,155,028 421,916 

Effect of foreign exchange rate 

changes in cash and cash 

equivalents 9,528 751 (470) 268 130 

Net increase (decrease) in cash 

and cash equivalents 2,195 (182,149) 297,092 (206,346) 333,218 

Beginning balance 257,111 439,260 142,168 348,514 15,296 

Ending balance ₱259,306 ₱257,111 ₱439,260 ₱142,168 ₱348,514 
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Cash flows from operating activities 

The net cash generated from the Group’s operations for the period ended March 31, 2019 was ₱325 million which 

consisted of cash generated from operations of ₱318 million. The biggest contributor to the cash generated from 

operations was the decrease in trade and other receivables which reached ₱149 million for the first three months of 

2019. 

 

Cash flows from investing activities 

For the period ended March 31, 2019, the Group’s net cash used in investing activities comprising of ₱206 million. 

The bulk of this amount is ₱159 million which pertain to capital expenditures of Axelum during the first three 

months.   

 

Cash flows from financing activities 

The net cash used in financing activities for the period ended March 31, 2019 totaled ₱126 million. 

 

 

 CAPITAL EXPENDITURES 

 

The table below sets forth the components of the capital expenditures of Axelum for the periods indicated.  

 

 (Audited) 

 Consolidated Individual 

(in Thousands)  
March 31, 

2019 

December 31, 

2018 

December 31, 

2017 

December 31, 

2016 

Site Improvements ₱179 ₱5,411 ₱1,050 ₱5,468 

Buildings 100 52,553 111,955   10,098 

Machinery 14,130 296,430 230,707 166,121 

Delivery & Transportation 280 14,513 13,756 31,570 

Office Furniture & Equipment 2,229 7,756 14,551 23,012 

Tools and Water System - 1,029 1,528 - 

Construction in Progress 142,362 199,505 298,895 339,941 

 

₱159,280 ₱577,197 ₱672,442 ₱576,210 

 

The Group has historically sourced funding for capital expenditures through internally generated cash from 

operations and short-term bank loans. 

 

Contractual Obligations and Commitments 

 

The following table sets forth the Group’s contractual obligations and commitments as of March 31, 2019. 

 

Principal Payments Due by Period Contractual Obligations and Commitments 

(in Thousands) 

Carrying 

Amount 1 year or less 

More than 1 

year but less 

than 5 years 

More 

than 5 

years 

Loans payable ₱882,035 ₱880,943 ₱   - ₱5,145 

Accounts payable and accrued 

expenses 380,863 380,863 - - 

Finance lease liabilities 121,030 12,636 146,494 - 

Long-term debt 98,935 15,001 14,068 95,026 

Other current liabilities 1,350,042 1,350,042 - - 

Other noncurrent liabilities 65,573 - - 65,573 

Total ₱2,894,478 ₱2,639,485 ₱160,562 ₱165,744 
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Debt Obligations and Facilities 

Axelum’s total amount of short-term debt as of March 31, 2019 was ₱2,237 million which was comprised certain 

obligations relating to the acquisition of assets  as discussed in previous sections as well as packing credit loans, and 

RVF’s revolving and capital expenditure lines of credit.  The total amount of long-term debt as of March 31, 2019 

was ₱94 million which was comprised of RVF’s term loan. 

 

The following table sets forth Axelum’s total indebtedness as of the periods indicated: 

 

 Consolidated Individual 

₱ Thousands  2019 2018 2017 2016 

Short-term debt ₱2,237,125 ₱2,325,848 ₱1,829,879 ₱1,130,463 

Long-term debt 93,845 97,405 679,635 927,514 

Total ₱2,330,970 ₱2,423,253 ₱2,509,514 ₱2,057,977 

 

KEY PERFORMANCE INDICATORS 

 

Below are the major performance measures that Axelum uses. Axelum employs analyses using comparisons and 

measurements based on the financial data for current periods against the same period of the previous year. 

 Audited 

 
Three months ended  

March 31 
Year ended December 31 

(In Thousands)  2019 2018 2018 2017 2016 

Sales  1,283,530 1,391,184 5,881,345 5,793,472 3,564,718 

Sales Growth (%) (7.7%) - 1.5% 62.5% - 

Gross Profit    435,046 388,919 1,378,896 1,159,569 636,071 

Gross Profit Margin (%) 33.9% - 23.4% 20.0% - 

Net Income  226,445 199,194 364,819 530,750 467,471 

Net Income Growth (%) 13.7% - (31.3%) 13.5% - 

Current Ratio (x) 1.0x - 0.9x 1.3x 1.4x 

Debt to Equity Ratio (x) 0.6x - 0.6x 0.7x 0.9x 

*Individual Financial Statement 

 
FINANCIAL RISK DISCLOSURE 

 

The Group is not aware of any known trends, demands, commitments, events, or uncertainties that will have a 

material impact on the Group’s liquidity. 

 

The Group is not aware of any event that will trigger direct or contingent financial obligation that is material to the 

Group, including default or acceleration of any obligation. 

 

The Group does not have any off-balance sheet transactions, arrangements, obligations (including contingent 

obligations), and other relationships with unconsolidated entities or other persons created during the reporting 

period. 

 

The Group is not aware of any trends, events, or uncertainties that have had or that are reasonably expected to have a 

material favorable or unfavorable impact on net sales/revenues/income from continuing operations. 

 

The Group does not have any significant elements of income or loss that did not arise from its continuing operations. 
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The Group does not have any seasonal aspects that had a material effect on the financial conditions or results of 

operations. 

 

 

QUALITATIVE AND QUANTITATIVE DISCLOSURE OF MARKET RISK 

 

Credit Risk 

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to 

meet its contractual obligations, and arises principally from trade and other receivables. 

 

The Group controls this risk through monitoring procedures and regular coordination with the customers.  

Receivable balances are monitored on an ongoing basis with the risks of exposure to bad debts are not significant. 

 

Liquidity Risk 

Liquidity risk pertains to the risk that the Group will encounter difficulty to meet payment obligations when they fall 

due under normal and stress circumstances. 

 

The Group seeks to manage its liquidity profile to be able to finance its capital expenditures and cover its operating 

costs.  The Group’s objective is to maintain a balance between continuity of funding and flexibility through 

valuation of projected and actual cash flow information.  Additional short-term funding is obtained from related 

party advances when necessary. 

 

Interest Rate Risk 

Interest rate risk is the risk that future cash flows from a financial instrument (cash flow interest rate risk) or its fair 

value (fair value interest rate risk) will fluctuate because of changes in market interest rates.  The Group’s exposure 

to changes in interest rates relates primarily to its loan payable, long-term debt, finance lease liabilities and other 

noncurrent liabilities.  Borrowings issued at fixed rates expose the Group to fair value interest rate risk.  On the other 

hand, borrowings issued at variable rates expose the Group to cash flow interest rate risk.  

 

The Group manages its interest cost by using an optimal combination of fixed and variable rate debt instruments.  

Management is responsible for monitoring the prevailing market-based interest rate and ensures that the mark-up 

rates charged on its borrowings are optimal and benchmarked against the rates charged by other creditor banks. 

 

In managing interest rate risk, the Group aims to reduce the impact of short-term fluctuations on the earnings.  Over 

the longer term, however, permanent changes in interest rates would have an impact on profit or loss.  

 

The management of interest rate risk is also supplemented by monitoring the sensitivity of the Group’s financial 

instruments to various standard and non-standard interest rate scenarios.   

 

Foreign Currency Risk 

The Group closely monitors the movements in the exchange rate and makes a regular assessment of future foreign 

exchange movements. The Group then manages the balance of its foreign currency denominated assets and 

liabilities based on this assessment. 
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BUSINESS 

 

 

OVERVIEW 

 

Axelum Resources Corp. is a fully-integrated manufacturer of high quality coconut products for domestic and 

international food & beverage companies, confectioneries, bakeries, private label supermarkets and grocery store 

chains, food service industries, coconut coffee creamer manufacturers, cosmetics and diet prepared food market. The 

Company uses all the parts of the coconut in its production resulting to a full-line of coconut products including 

coconut water, desiccated coconuts, coconut milk powder, coconut milk/cream, reduced fat coconut, sweetened 

coconut, coconut oil, and other coconut products.  

 

The Company’s main production facility is located in Medina, Misamis Oriental which is situated in a prime area for 

sourcing raw materials. The Company owns two manufacturing and distribution facilities strategically located in the 

USA and Australia. In addition, the Company’s products are also distributed through distribution agents in various 

key cities of the world that caters to desiccated and other coconut-meat based products. The Company’s 

manufacturing and production facilities are scalable and designed to produce a diversified range of high quality 

food-grade coconut products predominantly geared to the export market. The Company’s streamlined distribution 

network enables it to export and distribute its products in major markets around the world such as in the United 

States, Canada, Australia, New Zealand, Eastern Europe, Europe, Middle East, Japan, and major countries in Asia.  

 

The Company’s highly scalable production capabilities serve as an anchor to sustain economies of scale. This 

capability is seamlessly connected to three major channels: i.) company owned distribution networks in the United 

States and other established distribution networks, ii.) an anchor customer which takes up substantially all of the 

coconut water processed by the Company, and iii.) access to other supply chain network of customers. 

 

The Company prides itself in conforming to the unyielding standards of the most reputable names in the food 

industry which allowed it to continually build and expand its customer base to include prominent global brands like 

Vita Coco, The Hershey Co., ConAgra Foods, Kellogg’s, Quaker, Nestle, Russell Stover, Unilever, Kroger, 

Mondelez International, Ferrero, Kraft Foods, General Mills, Campbell’s, Mars, Cadbury Schweppes, and Calbee, 

among others. Aside from these well-known brands, the Company has also gained a huge share of the private label 

coconut business in the United States. 

 

The Company believes that its strong reputation and industry leadership are built on its extensive portfolio of high-

quality coconut products, excellent distribution capabilities, exceptional customer service and relationship, 

sustainable supply and quality, and commitment to world class standards. In recognition of the Company’s standards 

and efforts, it has been accredited with various certifications including British Retail Consortium (“BRC”) Global 

Standard for Food Safety Issue 7, Hazard Analysis Critical Control Point (“HACCP”) and Good Manufacturing 

Practices (“GMP”) by TÜV SÜD, Laboratory Quality Management System PNS ISO/IEC 17025:2005, Kosher 

Certification, Halal Certification, and Organic and Sustainability Certifications, among others.  

 

Further, the Company is one of the very few selected companies in the world with a Customs-Trade Partnership 

Against Terrorism (“CT-PAT”) accreditation by the Homeland Security Agency of the United States of America.  

All shipments of the Company to the United States are on the Green Lane which means that shipments are pre-

cleared because it have passed the stringent audit and accreditation from Homeland Security Agency, a testament to 

the Company’s adherence to various quality and security measures from start of production all the way to the 

shipment and delivery of its products to its customers. 

 

HISTORY AND CORPORATE STRUCTURE 

 

Axelum Resources Corp. traces its history to Fiesta Brands, Inc. (“FBI”), which together with the other companies 

are referred to as Fiesta Group of Companies (“Fiesta Group”), an established manufacturer of quality coconut 

products. FBI began operations in October 16, 1986 when the Company’s founding shareholders, and still its current 

management team, successfully took over the manufacturing facility of Red V Coconut Products Ltd. (“Red V”) in 

Medina, Misamis Oriental, Philippines.  
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In October 26, 1986, FBI began its operation with two production lines producing desiccated coconut and coconut 

milk powder, the first of its kind in the world, under the brand name Fiesta. It was in the 90’s when FBI’s business 

gained footing. In 1990, FBI introduced the very first ultra-high temperature (“UHT”) coconut producing plant in 

the Philippines under Fresh Fruit Drinks, Inc. (“FFDI”). FFDI’s products include coconut water and coconut milk. 

Coconut water was exported to Taiwan, Canada, and the United Kingdom, while coconut cream was exported to 

France. In the same year, CocoGold Manufacturing Industries, Inc. (“CocoGold”), also one of the companies under 

the Fiesta Group, took over under a lease agreement a bigger coconut manufacturing plant in Oroquieta, Misamis 

Occidental, Philippines, together with the marketing and manufacturing facility in New Jersey, USA owned by Red 

V Coconut Products Inc.  (now known as Red V Foods Corp. (“RVF”). RVF was incorporated in New Jersey, 

U.S.A. on February 24, 1992.  In 1997, CocoGold fully paid the Oroquieta plant, including trademarks and Red V’s 

brand.  With these developments, the Fiesta Group strengthened its market foothold in the USA and Canada, as well 

as in parts of South America. 

 

In 2002, FBI’s coconut milk powder operations were integrated and consolidated under FFDI, which was then 

renamed to Fresh Fruit Ingredients Inc. (“FFII”). This enabled FBI to focus on expanding the distribution of 

desiccated coconuts globally while FFII handled emerging new products and markets.  

 

In 2003, due to growing volume, FBI widened its international footprint by setting up Fiesta Ingredients Australia 

Pty. Ltd. (“FIA”) to distribute and market high-quality coconut products, dried fruits, seeds, and nuts in Australia 

and New Zealand. FIA was incorporated and registered with the Australian Securities and Investment Commission 

on January 30, 2004. RVF and FIA enabled each facility to focus on understanding its customer need, adjust 

production requirements, and adapt to changing preferences per region.  

 

In 2008, Muenster Ingredients Manufacturing, Inc. (“MIMI”) was incorporated to handle the manufacturing of 

desiccated coconuts and other coconut products for specific export markets.  

 

On August 19, 2010, the Company was incorporated primarily to house operations of the coconut water and enter 

into a manufacturing contract with All Market, Inc. (“Vitacoco”). The Company signed a contract with Vitacoco to 

be one of its major coconut water suppliers, which makes it the second largest coconut water supplier of Vitacoco in 

the world after a company in Brazil. The coconut water is packaged using a PrismaTetra packing machine (bottle 

like hold tetra packaging as compared to the traditional rectangular brick shaped tetra packaging commonly seen 

worldwide), a first of its kind in the Philippines.  

 

In 2007, Cocoderivatives, Inc. (“CDI”) was incorporated to handle the processing of by-products produced by the 

operating companies into crude coconut oil and eventually into coconut cooking oil. A new building was built to 

house the manufacturing facilities of the oil milling and oil refinery plants. 

 

On January 27, 2016, the Company took on the flagship role and purchased all of the assets of FBI, FFII, MIMI, and 

CDI  including property (except land), plant, and equipment and assignment of trademarks, brand names, and logos 

through an agreement entitled Assignment of Goodwill and Intellectual Properties. On December 20, 2018, the 

parties agreed to a full settlement of the fixed and variable purchase price, interest and other incidental charges, 

which arose from the aforementioned acquisition. 

 

The contract will also be discussed under “Material Contracts” on page 196 of this Prospectus. 

 

In July 2017, AMDG subscribed to 170 million shares of the Company. In turn, the Company acquired from AMDG 

100% equity interests in APH1 and APH2 through a share transfer agreement. The Company’s acquisition of APH1 

and APH2 consolidated the latter as its subsidiaries, to hold its two distribution facilities, RVF and FIA. This 

acquisition by the Company aims to achieve high growth potential in the international market including in the 

United States of America and Australia through RVF and FIA. AMDG agreed to the transfer of beneficial and 

economic ownership interests in APH1 and APH2 in favor of the Company, and consequently, together with the 

equity ownership interests in both RVF and FIA as at the agreed starting control date of January 1, 2017.  

 

APH1, which was incorporated and registered with the Singapore Accounting and Corporate Regulatory Authority 

on February 18, 2016, holds 100% equity investment in RVF which is a manufacturer and distributor of imported 

coconut products, including desiccated coconut, coconut milk powder, coconut cream and coconut oil. RVF sells the 
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coconut products as such or utilizes them in the production of sweetened or toasted coconut flakes. RVF was 

incorporated in New Jersey, United States of America in 1992. 

 

APH2, which was incorporated and registered with the Singapore Accounting and Corporate Regulatory Authority 

on February 18, 2016, holds 100% equity investment in FIA which is a distributor of imported coconut products, 

including desiccated coconut, coconut milk powder, coconut cream, toasted coconut, reduced fat coconut, coconut 

water as well as dried fruits, nuts and seeds. FIA was incorporated in Victoria, Australia in 2004. 

 

Over the years of operations, the Company was able to make a name for itself as a leading manufacturer of high-

quality food products. The Company buys and processes over 600 metric tons of coconuts daily and ensures that 

these raw materials meet the standards required to produce high-end products and meet customers’ quality 

standards.  

 

Below is the current corporate structure of the Company.  

 

 

 

COMPETITIVE STRENGTHS 

 

The Company believes its main competitive strengths are composed of the following: 

 

Economies of scale and diversified product line catering to different markets 

 

The Company has a full line of coconut products that are mature and have existing established markets.  It can thus 

penetrate new markets/customers and increase sales to existing clients for very little incremental investment as the 

bulk of the Company’s production capabilities and distribution infrastructure are already in place.  This represents a 

significant barrier-to-entry to would-be competitors seeking to enter into the market. 

 

Additionally, the Company seeks to continually innovate to create more sellable products from its existing raw 

material inputs.  Originally the bulk of the coconut raw material was used to produce desiccated coconuts and the 

coconut water was disposed of as waste material.  The Company has since converted a significant portion of this 

former waste material into viable products such as coco water.  Together with its clients, the Company has worked 

to create and grow markets for such new products. 

 

Furthermore, the Company continues to seek to improve the yields on the raw material it processes.  To this end, it 

is seeking new production methods that can further reduce the remaining coco water still disposed as wastage into 

Always Progressive  
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additional sellable products.  It is likewise developing possible construction material products that make use of 

wastage arising out of the packaging materials consumed by the Company. 

 

By seeking to produce and sell more products using the same manufacturing and distribution capabilities already in 

place the Company seeks to take advantage of and further grow its existing economies of scale to generate 

additional profits for shareholders. 

 

International network of customers  

 

The Company has a wide and deep portfolio of customers worldwide. The Company’s products are sold to domestic 

and international food & beverage companies, confectioneries, bakeries, private label supermarkets and grocery 

store chain, food service industry, coconut coffee creamer manufacturers, cosmetics and diet prepared food market. 

Notable customers include Vita Coco, The Hershey Co., ConAgra Foods, Kellogg’s, Quaker, Nestle, Russell Stover, 

Unilever, Kroger, Mondelez International, Ferrero, Kraft Foods, General Mills, Campbell’s, Mars, Cadbury 

Schweppes, and Calbee, among others. The Company believes that it has built a robust relationship with its 

customers through the provision of high quality and consistent delivery of products. From the time of its predecessor 

companies FBI and FFDI, the Company has been dealing with its major customers for over 30 years. 

 

In addition, the Company is one of the leading suppliers in the North America’s private label coconut business 

securing businesses from more than 25 of the top 72 biggest chain of supermarkets in the North American market.  

Some of the products of the Company are now being used as ingredients for cake and cake toppings, chocolate bars, 

cooking premixes, curry mixes, milk replacement alternatives, coffee creamers, piña colada  mixes and other bar 

drink mixes as well as for ice cream and biscuits. The Company also supplies majority of the domestic coconut milk 

powder being used by manufacturers of instant gata mix, curries, ginataan and other beverage drinks. 

 

The Company has been repeatedly recognized by its major customers as a preferred supplier.  The Company’s on-

the-ground presence enables it to judge local market trends and sentiments. The Company’s expertise, knowledge, 

and understanding of its customers’ concerns enables it to develop and deliver products based on their needs.  This 

has been vital in the Company’s success.  

 

In particular, one of the key customers of the Company has an exclusive manufacturing agreement in the coconut 

water segment, making the Company one of its top 3 coconut water supplier. This assures a solid and consistent 

demand for the Company’s coconut water output which exceeds thirty million liters per year.  

 

Well-established global distribution network 

 

The Company distribution network stems from its wholly-owned distribution facilities strategically located in the 

USA and in Australia as well as from its highly-skilled distribution and sales agents located in other major markets 

in the world.  These distribution facilities enable the Company to access a wide international customer base and 

access multiple supply-chains of marquee-named customers.  

 

The Company’s on-the-ground presence allows it to gain first-hand market information and to quickly adapt to 

changing market trends and preferences. In addition, the Company is able to alter its production schedule and 

efficiently allocate its inventory based on market demands.  

 

Highly experienced and dedicated management team 

 

The Company is led by an experienced and dedicated management team with a proven track record of success. The 

Company’s founders Mr. Romeo Chan, Mr. Henry Raperoga, Mr. Armand Nanawa, and Mr. Paul Rene Tayag still 

hold key positions in the management team. The Company’s founders and the rest of the management team have an 

average of over 30 years of industry experience. Over the Company’s long history the management team has 

effectively led the Company both through times of strong economic development and through periods of economic 

downturn and political instability. The Company’s key officers’ and executives’ market experience and knowledge 

in the food manufacturing industry and distribution in the global markets, as well as the business relationships they 

have developed with suppliers and customers, will continue to benefit the Company’s profitability and market 

leadership in the long run. 
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The Company also puts emphasis in developing high potential employees into future leaders for the Company 

through structured training programs (i.e. leadership trainings, career management programs, in-house soft and 

technical skills trainings) that equip its management trainees and supervisors with leadership and management skills, 

sales, marketing, customer service skills and other core values that are important to the Company. 

 

Multiple quality certifications   

 

The Company is able to capitalize on limited supplier switching by its customers due to their stringent quality 

control requirements. To qualify as a supplier to its key customers, The Company undergoes frequent quality and 

governance related audits and certification processes such as the British Retail Consortium (“BRC”) Global 

Standard for Food Safety Issue 7, Hazard Analysis Critical Control Point (“HACCP”) and Good Manufacturing 

Practices (“GMP”) by TÜV SÜD, Laboratory Quality Management System PNS ISO/IEC 17025:2005, Kosher 

Certification, Halal Certification, and Organic and Sustainability Certifications, among others. Currently, the 

Company has more than 10 certifications which sets it apart from its competitors and represent a significant barrier 

to entry for them. These certifications are a testament to the utmost importance the Company gives to effective 

corporate governance, quality control, and inclusion. See “Business – Quality Certifications” on page 120 of this 

Prospectus. 

 

Long-standing relationship with its key suppliers 

 

Axelum sources its raw materials directly from farmers and nut dealers strategically located in various coconut 

producing regions near the Company’s manufacturing in Medina, Misamis, Oriental. The Company is a frequent 

repeat purchaser from farmers and traders covering a 200-sq. km. radius.  It has been dealing with most of its 

coconut suppliers for over 30 years. The Company has also accredited and certified thousands of hectares of coconut 

farm lands as organic and/or sustainable, under international accreditation bodies. On the other hand, Axelum 

sources its coconut oil from Malaysia and Sri Lanka. 

 

The Company’s scale of inventory procurement enables it to develop and maintain substantial long-term and robust 

relationships with its suppliers of equipment, raw materials, packaging materials, and services. This has benefited in 

terms of sourcing fresh and high quality harvest as well as ensuring ample supply of raw materials. Furthermore, the 

Company actively collaborates with its top suppliers to further improve the quality of their products.  

 

The Company pays a premium for its fresh coconut purchases as compared to copra prices to be prioritized by 

farmers and nut dealers. This is one way the Company helps the farmers and nut dealers increase their farm income 

and profitability. The Company also provides coconut seedlings to farmers as replanting material to increase the 

population of coconut trees in its buying areas.  The Company and the local schools in its area of operations are in 

partnership to promote coconut tree planting program with its graduating students. The Company also helps the 

farmer, thru its Corporate Social Responsibility program, Medina Development Foundation and CS Foundation, do 

inter cropping of organic vegetables and other crops. 

 

Being able to source raw materials through key suppliers is valuable to the Company’s ability to produce full-range 

of high-quality coconut products. The long-standing relationship with its suppliers also shows the confidence they 

have in the Company’s management and business model.  

 

Ample Supply of Raw Materials/Availability of Organic Farms 

 

The Company is located within the proximity of the four most coconut populated regions of the country, Northern 

Mindanao, CARAGA, Lanao area and Davao. These coconut producing regions accounts for nearly 35% of the total 

Philippine coconut harvests.  These regions are also spared from most of the typhoons that hit the Philippines yearly. 

Northern Mindanao is almost a typhoon free region. 

 

Though it might look staggering that the Company’s coconut buying and usage is about six hundred metric tons a 

day or roughly 600,000 to 650,000 pieces of coconuts day, the Company is able to get its raw materials requirement 

regularly as six hundred metric tons of coconut is barely 8% to 12% of the total harvest of these four regions. This 

raw material, at the right buying price, is available and sustainable. A lot of the coconut planted areas in these 
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regions are also certifiable as organic, potentially allowing the Company to produce more of the higher priced and 

sought after organic coconut products. 

 

Industry leader in the coconut industry 

 

Through the years, the Company established itself as one of the leading manufacturers and exporters of coconut 

products. The Company is one of the most complete players in the coconut industry given its access to raw material 

inputs, diversified portfolio of high-quality coconut products, exclusive and company-owned distribution facilities, 

and strong relationship with well-established customers.  

 

The Company has the distinct advantage of producing a wide array of products that utilizes almost all of the 

components of the coconut. As a result, the Company achieves economies of scale and is capable of spreading its 

cost across all product lines.  

 

The Company is poised to continue its market leadership as its customers associate its products with high quality 

standards. The Company has also positioned itself by expanding product segments and distribution network while 

focusing on high growth segments. 

 

KEY STRATEGIES 

 

The Company seeks to enhance and strengthen its market position and enhance its business operations by 

implementing the following business strategies: 

 

Further expand distribution network in the Philippines and in major export markets 

 

The Company shall further solidify its presence in existing markets and expand its foothold in other potential 

markets through the expansion of its distribution network while capitalizing on its existing presence in current 

markets. Locally, the Company intends to expand its local distribution network through deploying regional sales 

force to penetrate key cities in Visayas and Mindanao such as in Panay Islands, Cebu, Davao, General Santos, 

Zamboanga. The Company intends to strengthen and widen its presence in the North America market by expanding 

into the South American market as well as tapping additional well-known US retailers as new customers. The 

Company believes that by leveraging the existing long-standing relationships of its subsidiary, RVF, with its 

customers, the Company will be able to gain market share in the South American market and penetrate underserved 

retailers in the US market.  

 

The Company likewise plans to focus on further penetrating potential markets by expanding its marketing, 

distribution and manufacturing operations in the West Coast of the USA, Canada, Europe, Eastern Europe, South 

America, the Middle East and other major Asian countries. The Company also intends to optimally allocate its 

products depending on its attractiveness and focus of the market it will enter. This is in line with the Company’s 

objective to remain as the leading supplier of coconut products in the world.   

 

Scale up and upgrade manufacturing facilities and distribution capabilities to keep pace with increased 

demand from existing customers and to service additional demand from new customers 

 

The Company intends to continue to upgrade existing facilities to be able to service its customers changing demands 

and preferences as well as accommodate increase in demand due to expansion of its client base. These efforts 

include, among others, continuous innovation of current plant facilities to ensure that the Company can 

accommodate increase in production while maintaining its quality and timely delivery, optimal distribution of 

products to be able to tap new customers and markets, constant upgrade on technology. These efforts constitute the 

Company’s desire to maintain and strengthen customer satisfaction and loyalty.  

 

Seek acquisitions with strategic fit    

 

The Company will continue to seek joint venture or acquisition opportunities to penetrate new market segments and 

to access supply-chain opportunities by itself or in cooperation or partnership with some of the Company’s key 

customers and suppliers. The Company intends to acquire companies that have non-operating plants, strong foothold 
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in retail markets, and brands that have been neglected but have high growth potential. The Company’s target 

acquisitions must strategically fit its current operations and add value to the new businesses using its existing 

competitive strengths. In the event that this/these arrangements materialized, the Company will be able to secure 

presence in the critical market segments 

 

Further enhance export business to penetrate the private label/ in-house store brands  

 

The Company is one of the leading coconut product exporters and suppliers in the Philippines. It is well-positioned 

to increase its current market share by growing its customer base for private label brands and by introducing its in-

house brands to additional retailers in order to gain greater scale as well as improve profit margins. Currently, the 

Company has self-owned distribution plants in the USA and Australia. The Company has identified potential 

expansion opportunities in South America, Europe, Middle East, and major Asian countries which have demands for 

products of a similar nature as those from the Company’s current markets.  

 

The Company has also noticed growing demand of its products as alternative healthy options to other non-coconut 

food products.  This is being driven by the changing preferences of consumers who are evolving to become more 

health conscious. The Company intends to capitalize on this trend by increasing supply to its current customers for 

potential new products as well as launch in-house store brands with new retail distribution customers in the USA. 

The Company plans to enter into new distribution agreements with several large retailers in the USA who are 

currently not yet customers of the Company. 

 

Enter into new product categories 

 

In addition to growing and developing its existing product and brand portfolio and distribution, the Company plans 

to expand its industrial and retail product line-up by developing new products and new product variants, such as 

concentrated coconut water, which cater to new market requirements. These new products shall complement the 

Company’s existing products.  

 

 

The Company has noticed that there is growing demand for healthier product options that may use coconuts as 

alternative ingredients.  This is being driven by the changing preferences of consumers who are evolving to become 

more health conscious. The Company intends to capitalize on this trend by sharing the Company’s new product 

ideas to its current customers as potential new products as well as launch its in-house brands with new retail 

distribution customers in the USA.  

 

Continued improvement in operating efficiencies through cost-engineering and streamlining logistics  

 

The Company is focused on increasing the efficiency of its existing operations and implementing targeted cost-

saving initiatives in its businesses. To reduce waste materials, the Company has been actively innovating to produce 

new sellable products out of the by-products generated in the production of the Company’s established products. 

The Company’s research and development team has also identified ways to re-process waste materials particularly 

managing the tetra paper used in packaging, which are growing in volume as business grows. As an example of this 

initiative, the Company has identified that reprocessing tetra paper into tables and walls for low-cost housing.  This 

reprocessing operation drastically reduces the amount of waste materials going to landfills which contributes 

positively to the environment.   

  

The Company is also able to leverage its economies of scale to further rationalize its logistics costs. Realizing 

savings through cost reduction initiatives will improve the Company’s profit margins and enable the Company to 

continue growing its portfolios of brands and products. 

 

PRODUCTS 
 

The Company focuses on manufacturing and distributing high-quality coconut products including coconut water, 

desiccated coconuts, coconut milk powder, coconut milk/cream, reduced fat coconut, sweetened coconut, coconut 

oil, and other coconut products. The products are mostly distributed to domestic and international food & beverage 

companies, confectioneries, bakeries, private label supermarkets and grocery store chain, food service industry, 
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coconut coffee creamer manufacturers, cosmetics and diet prepared food market. The Company’s products are 

generally consumed by consumers year round and are not subject to seasonality.  

 

The Company’s products are supplied to leading brands including Vita Coco, The Hershey Co., ConAgra Foods, 

Kellogg’s, Quaker, Nestle, Russell Stover, Unilever, Kroger, Mondelez International, Ferrero, Kraft Foods, General 

Mills, Campbell’s, Mars, Cadbury Schweppes, and Calbee. It also carries its in-house brands namely Fiesta, 

Cocorich, Romantika, and Red V. To be able to meet its customer’s preferences, the Company packages its products 

both for industrial and retail use.  The summary process flow diagram below shows the step-by-step procedure for 

each product that the Company manufactures. 

 

 
 

 

The Company uses all the parts of the coconut it is using as raw materials.  The pre-selected whole fresh coconut is 

drilled and drained of coconut water which is accumulated and processed into coconut water. The coconut shell is 

used as feed stock for its boilers that supplies the food grade steam for its manufacturing process.  The brown 

covering (testa or paring) of the white meat of the coconut is pared and together  with the spoiled or broken coconut 

NUT RECEIVING 

Receiving/ 

Inspection 

Shelling 
and 

Paring 

Water 

Extraction COCONUT WATER 

WHITE MEAT 

UHT 

Processing 

Milk 

Extraction & 

Filtration 

Packaging & 
Storage 

Pasteurization 

Coconut Milk/ 

Cream 
Coconut Milk 

Powder 

Desiccated 

Coconut 

Filtration 

Oil Receiving Paring 

Cake 

Coconut 

RBD Oil 

Reduced Fat 

Coconut 

Washing 

& 

Inspection 
Grinding Processing/ 

Formulation Sterilization Cooling 

Coconut 

Water 

Spray 

Drying 
Packaging 

& Storage Sifting 

Packaging 

& Storage 

Blanching Drying Screening Metal 

Detection 
Packaging 

& Storage 

Blanching Drying Screening Metal 

Detection 
Packaging 

& Storage 

Blending Sifting/Screening Metal 

Detection 
Packaging 

& Storage Toasted Coconut 

Bleaching Filtering Heating 

Packaging 

& Storage Polishing 

Deodorizing 

Cooling Storage Metal 

Contraption Filling 



104 

 

meat and sweepings that is unusable in primary coconut products, is sent to the oil mill plant (Cocoderivatives, Inc. 

or “CDI”) to be converted into crude coconut cooking oil and paring/copra cake.  The white meat of the coconut is 

either used to produce desiccated coconut or using mechanical presses and grinders, squeezed to take out the high 

grade coconut milk that is then converted into either coconut milk powder or liquid coconut milk. After squeezing 

the coconut milk out of the white meat of the coconut, the residual fiber is then dried and processed to be sold as 

reduced fat coconut.  The Company converts into premium finished coconut products and uses the coconut shell as 

renewable fuel for its operations. The Company prides itself that there is nothing wasted in the coconut raw 

materials that it uses.  

 

Product Segments and Brands 

The Company’s main product segment is divided into coconut water, white meat, and other products. To remain 

competitive, the Company continues to develop new products and continuously strive to expand private label 

brands. Each segment is described below.  

 

Coconut Water  

 

Coconut water is the clear liquid inside the fresh coconut. The product makes a nutritiously delicious thirst-

quenching drink and can be used as a juice base for beverages and be mixed with other fruit flavors as well as 

provide an alternative healthy beverage option.  

 

Coconut water is processed using advanced UHT-technology to preserve the quality and flavor of natural coconut 

water. Locally, the Company was the pioneer of coconut processing using UHT-technology when it began 

operations in 1991. Currently, the plant has two processing lines that produce approx. 132,000 liters per day. On a 

monthly basis, approx. 2.8 million liters is produced while packaging capacity is approx. 3 million liters. The 

products are packed in Tetra Prisma Aseptic 330mL carton and Tetra Prisma Aseptic 500mL carton for retail 

customers while it is aseptically packed in 25kg aseptic bag in double walled corrugated carton and 200kg aseptic 

bag in steel drum for industrial customers.  

 

Brand Sizes and Variants Product Type Catered Market Packaging 

Fiesta Coconut Water 

 

25kg aseptic bag in 

double walled corrugated 

carton 

200kg aseptic bag in steel 

drum 

 

 

Industrial International  

Fiesta Tropicale 

Coconut Water and  

Fiesta Tropicale 

Coconut Water 

Lychee Flavor 

 

330 ml tetra prisma in a 

carton 

 

Retail International  

 

 

 

The Company also produces Pure Coconut Water for Vita Coco and Costco Kirkland Brand as well as other private 

label brands for export market only. As of March 31, 2019, coconut water accounted for approximately 24% of the 

Company’s revenues. 

 

White Meat 

 

The white meat segment produces desiccated coconut, coconut milk powder, coconut milk/cream, reduced fat 

coconut, and coconut oil. Each of these products is explained below. 
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Desiccated Coconut 

Desiccated coconut is made from shredded high-quality pure white coconut meat and is dried to retain the natural 

flavor and aroma of coconut. It is high in fiber and carries a maximum fat of 70%. The product is an ideal ingredient 

for confectioneries and bakeries. The Company offers desiccated in various variants such as with or without sulfur 

dioxide (“SO2”), organic, toasted, roasted, sweetened toasted and sweetened variants. In addition, the Company 

offers these in granulated cuts – medium, fine, and extra fine, and special cuts – flakes, shred, regular chips, thick 

chips and organic varieties. 

 

The Company has been manufacturing, supplying, and distributing desiccated coconuts in the Philippines and in 

major countries such as the United States, Europe, Eastern Europe, Asia, the Middle East, Australia, and New 

Zealand.  

 

As of date, the Company has four dryers that produce desiccated coconuts in various sizes. Each dryer can produce 

up to 550hpe per day. The Company packages desiccated coconuts in 10kg cartons, 25lbs bag, 50lbs bag, and 100lbs 

bag. This product is marketed under the Company’s in-house brand name Fiesta and Red-V. Aside from this, The 

Company supplies desiccated coconuts to local customers such as SM Bonus and Goldilocks. As of March 31, 2019, 

desiccated coconut accounted for approximately [38]% of the Company’s revenues. 

 

 

Brand Sizes and Variants Product Type Catered Market Packaging 

Fiesta Desiccated 

Coconut 

 

 

 

 

25-lb, 50-lb, and 100-

lb in multiwall Kraft 

paper bag with inner 

polyethylene liner. 

Industrial Domestic and 

International 

 

Red V Desiccated 

Coconut 

 

 

 

25-lb, 50-lb, and 100-

lb in multiwall Kraft 

paper bag with inner 

polyethylene liner. 

Industrial Domestic and 

International 
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Desiccated Coconut - Granulated Cuts and its food application 

 

Medium Fine or Macaroon Extra Fine 

 

 

 

 

 

 

Medium is utilized in many baked 

products and cereal or granola 

applications. 

 

 

 

 

 

 

 

 

 

 

 

 

Fine or Macaroon is used in cookies, 

biscuits, candies, and other baked 

products. 

 

 

 

 

 

 

Extra Fine performs best in cookie, 

biscuit, and food sanding 

applications. 

 

 

Coconut Milk Powder 

 

Coconut milk powder is a fine, creamy white powder produced from freshly squeezed coconut milk blended with 

natural stabilizers, developed and perfected to address the need of manufacturers, food service chefs and even busy 

homemakers for spray-dried coconut milk that is readily available, shelf stable and easy to use. It is packed in space 

saving foil pouches and corrugated cartons or kraft paper bags with special high barrier liners that allow the product 

to retain its superb flavor and aroma. This product is non-GMO and comes only from pure and freshly squeezed 

coconut milk combined with natural stabilizers. Coconut milk powder is used in many Southeast Asian cuisines. It is 

also used in sweet and savory dishes and is a key ingredient for a wide variety of recipes such curries, meat dishes, 

baked goods, and confectioneries. Coconut milk powder is excellent for dry applications, confectionery items and 

other applications where control of viscosity is critical. It is also used as a flavoring ingredient for ice cream, yogurt, 

Desiccated Coconut – Special Cuts and its food application 

 

Flake Fancy Shred Chip Thick Chip 

 

 

 

 

 

 

Flake is used in sweetened 

form as decorative cake 

topping and as batter for 

baked or fried seafood. 

 

 

 

 

 

 

 

 

 

 

 

 

Fancy Shred is likewise 

used in baked products as 

decorative topping. 

 

 

 

 

 

 

 

Chip works well as an 

ingredient in trail mixes 

and granolas. 

 

 

 

 

 

 

 

 

Thick Chip is also used in 

trail mixes and as distinct 

ingredient in breakfast 

cereal mixes. 
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bakery products, packed food sauces and beverages. For chefs and homemakers, it is an ideal ingredient for 

preparing curries, exotic flavored sauces and desserts. 

 

The Company offers coconut milk powder as traditional/regular, dairy free and gluten free variants under the brand 

name Fiesta and Red-V. The Company has 3 spray dryers that produce 4,000-8,000kg of coconut milk powder per 

day. It is packaged in either a 15kg Kraft bag or 15kg corrugated carton. As of March 31, 2019, coconut milk 

powder accounted for approximately 12% of the Company’s revenues. 

 

 

Brand Sizes and Variants Product Type Catered Market Packaging 

Fiesta Coconut Milk 

Powder GMO free 

 

 

 

 

15-kg corrugated 

carton or kraft paper 

bag with inner high-

barrier liner 

 

Industrial International 

 

 

Fiesta Coconut Milk 

Powder 

 

 

 

 

 

15-kg corrugated 

carton or kraft paper 

bag with inner high-

barrier liner 

50 grams: 144 packs in 

a master carton  

150 grams: 36 packs in 

a master carton  

500 grams: 24 packs in 

a master carton 

 

Industrial and 

Retail 

Domestic and 

International 

 

 

Coconut Milk/Cream 

 

Coconut milk/cream is the pure extract of coconut meat, combined with natural stabilizers and UHT processed to 

preserve the freshness and natural flavor of newly squeezed coconut milk. The UHT process technology provides 

superb flavor alternative to retort-processed coconut milk in cans. This product is best used in beverages and other 

liquid applications as it allows an even more convenient processing by eliminating the need to hydrate or dissolve a 

powdered product before use. Coconut milk/cream is a versatile food ingredient and an excellent milk alternative. 

 

Cooking with coconut cream is also made quick and easy by simply opening the pack and pouring the product into 

the preparation. In addition, it is a non-GMO ingredient and is also available in stabilizer-free, dairy-free, and 

sweetened variants (with high brix) to satisfy the increasing needs and preferences of manufacturers and consumers. 

 

Aside from the coconut milk/cream, the Company also offers creamed coconut which is also known as coconut 

paste or creamed desiccated coconut. Creamed coconut is unsweetened desiccated coconut finely processed to semi-

solid or shortening-like consistency. It is primarily used in confectionary items, sauces and other similar applications 

where fiber and textured mouthfeel is desired. Creamed coconut has an intense coconut flavor with viscosity that 

can be adjusted by adding water. 

 

The Company produces coconut milk/cream for industrial and retail customers. Its daily production is approximately 

26,000 kgs. per day for bulk orders and 28,000 kgs. per day for retail. Coconut milk/cream can be packaged in 20 

kgs. aseptic bag/carton, 25 kgs. aseptic bag/carton, 200 kgs. aseptic bag/steel drum, Tetra Edge 200mL, and Tetra 

Edge 250mL. The product is marketed under the brands Fiesta, Red-V, and Fiesta Tropicale. 
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Brand Sizes and Variants Product Type Catered Market Packaging 

Fiesta Coconut Cream 

 

 

 

 

 

 

25 liter aseptic bag in a 

carton and 200 liters 

aseptic bag in drum 

50 ml or 200 ml tetra 

bricks in a master 

carton  

Industrial Domestic and 

International 

  

Fiesta Tropicale 

Coconut Cream 

 Retail Domestic and 

International 

 

Fiesta Tropical 

Coconut milk 

 

 Retail International  

Fiesta Creamed 

Coconut 

 

 

 

 

 

25-kg special liner in a 

double-walled 

corrugated carton 

(can also be made 

available in 45-lb 

plastic pails) 

Industrial International  

Fiesta Coconut Milk 200 ml tetra bricks Retail Domestic and 

International 

 

 

Reduced Fat Coconut 
 

Reduced fat coconut is made from shredded high quality pure white coconut meat, defatted and dried to 45% – 55% 

fat. It is best used for applications that require low fat but high fiber, adding an exciting texture and chewy quality to 

a host of bakery products such as biscuits, cookies, pastries and doughnuts. 

 

Brand Sizes and Variants Product Type Catered Market Packaging 

Cocorich Reduced Fat 

Coconut 

 

10 kgs. (22.04 lbs) and 

25kgs (55.04lbs) 

multiwall Kraft paper 

bag with inner 

polyethylene liner 

 

 

Industrial International 
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Coconut Cooking Oil 

 

Coconut cooking oil is extracted from the dried white meat of the coconut. The Company produces approx. 

15,000kgs per day and is marketed under the brand name Romantika. The Company offers this to both industrial and 

retail customers. 

 

Brand Sizes and Variants Product Type Catered Market Packaging 

Fiesta Romantika 

Pure Coconut 

Cooking Oil 

 

1 liter PET bottle and 

17 liter plastic carboy  

 

Industrial and 

Retail 

Domestic  

  

 

Other Products 

 

The Company also produces the following coconut by-products by order basis. 

 

Toasted Coconut 

Toasted coconut is made from desiccated coconut. It is available in both sweetened and unsweetened 

varieties. This textural nutty ingredient can be used in anything from baked goods, cereals and granolas or 

decorative cake toppings. The Company offers this product in granulated or specialized cuts.  

 

Sweetened Coconut 

Using the shredded flesh of a ripened coconut, this sweetened variety is soft and chewy. Available in flakes 

and our unique fancy shred, it’s used in its sweetened form as decorative cake topping and as batter for 

baked and fried seafood or baked sweet goods.  

 

Coconut Flour 

High in fibre, protein and healthy fats, the Company’s coconut flour is made by dehydrating and finely 

grinding the coconut flesh after the oil has been extracted. It is free from wheat and other grains, low in 

sugar and digestible carbohydrates.  

 

CUSTOMERS 

 

The Company caters its products to end customers including multinational food & beverage companies, 

confectioneries, and bakeries. The Company also provides customized products to various international and local 

brands including Vita Coco, The Hershey Co., ConAgra Foods, Kellogg’s, Quaker, Nestle, Russell Stover, Unilever, 

Kroger, Mondelez International, Ferrero, Kraft Foods, General Mills, Campbell’s, Orion, Vitasoy, among others. 

These customers can be classified into retail and industrial segments where each has its own preferred purchase 

process for the Company’s products.  

 

Most of the Company’s coconut milk and coconut milk powder customers include major Philippine companies that 

offer products such as ginataang gulay, ginataang mais, coconut milk, halo-halo, curries, and other ready-made 

coconut mixes. The major buyers of the Company’s desiccated and reduced fat coconut products in the Philippines 

include well-known bakeries and pastry shops, reputable donut retailers, biscuit manufacturers and virgin coconut 

oil producers. 

 

These customers purchase goods on a per order basis through purchase orders issued to the Company. These 

purchase orders become the binding contracts between and among the Company and its customers. A purchase order 

provides the customer details, terms of payment, entry date of order, delivery date and cancellation date, if any.  
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Since the Company is an export-oriented company, its key customers are located in major countries in the world 

such as the USA, Europe, Eastern Europe, Middle East and  Australia, New Zealand, and major countries in Asia. 

The Company’s relationship with major customers has been ongoing for over 20 years.  

 

SUPPLIERS 

 

The Company sources majority of its raw materials directly from approximately 10,000 farmers and through 

strategically located nut buying outlets. In addition, the Company’s plant is strategically located in Northern 

Mindanao which also enables it to access supply within a 200 km. radius. The Company also operates, through its 

representatives, eight strategically located nut buying stations within the raw buying areas of the company, 

supplying up to 30% of the daily raw material needs of the Company and at the same time ensuring the continuous 

and regular supply of the raw material for the Company’s operations.  

 

The Company’s scale of inventory procurement enables it to develop and maintain substantial long-term 

relationships with its suppliers. This has benefited the Company in terms of sourcing newly harvested and high-

quality coconuts, competitive pricing, and obtaining required amount of supply. Furthermore, the Company offers 

premium pricing to its farmers to assure the plant first priority in the supply of high-quality and newly harvested 

coconuts.   

 

COMPETITION 

  

The Company’s competitive landscape consists of key players from the Philippines, Malaysia, Sri Lanka, Vietnam, 

and Indonesia. Competition within a particular product category tends to differ as there are perceived differences 

such as product quality, technical expertise, reliable supply, and certifications.  

 

The Company’s competitors in the Philippines include Franklin Baker, Primex Coco, Sunripe, Celebes, Peter Paul, 

and Superstar. Recently there have been new players planning to enter or have recently entered the coconut 

processing industry; however, their scale of operations remains relatively small and some have either stopped or 

barely operating. The Company competes with these entities primarily in terms of the volume and quality of 

products, distribution network, pricing, customer service, relationship with customers, and target market. 

 

DISTRIBUTION 

 

The Company’s wide distribution footprint stems from its company-owned manufacturing and distribution facilities 

strategically located in the USA and Australia, as well as its well-equipped local and international distribution 

agents. Currently, the Company exports and distributes its products in major markets around the world including the  

United States, Canada, Australia, New Zealand, Eastern Europe, Europe, Middle East, Japan, and major countries in 

Asia. Through the Company’s ground operations, the Company is able to establish a strong relationship with its 

customers as it is able to provide the required volume and quality of products on a timely basis and can quickly 

adjust on an as needed basis. 

 

Below is the estimated revenue contribution per market for the years ended 2018, 2017, and 2016. 

 

 2018 2017 2016 

United States 65% 59% 56% 

Philippines 11% 13% 18% 

Australia 9% 11% 8% 

Europe 10% 9% 8% 

Others   5% 8% 10% 

 

The Company’s international distribution networks are under its subsidiaries described below. 

 

Red V Foods Corp. 

 

RVF, located in Atlanta, Georgia is primarily engaged in the exclusive distribution of the Company’s products 

across the United States. RVF offers USDA-certified organic and non-GMO coconut food products including 
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special cuts of desiccated coconut, coconut milk powder, coconut cream, coconut milk, sweetened coconut, toasted 

coconut, coconut. RVF was incorporated in New Jersey on  February 24, 1992. 

 

RVF is equipped with diversified technologies and state-of-the-art sweetening and packaging plant, as well as a 

superior supply chain, which enables it to deliver the quality coconut food products across the United States. The 

products are offered to large organizations in the industrial sector, retail, and private label.  

 

RVF continuously drives industry standards higher while maintaining all quality requirements over its many years in 

the business. RVF has multiple international quality certifications including British Retail Consortium (“BRC” 

Global Standard for Food Safety Issue 7, Hazard Analysis Critical Control Point (“HACCP”) and Good 

Manufacturing Practices (“GMP”) by TÜV SÜD, Custom Trade Partnership Against Terrorism (“CT-PAT”), 

Kosher Certification, Halal Certification, Organic and Sustainability Certifications, among others. In addition, RVF 

has been audited yearly by the American Institute of Baking (“AIB”) and has been given a superior rating for its 

facility. 

 

 
(RVF, Atlanta) 

 

 

Fiesta Ingredients Australia Pty. Ltd. 

 

FIA has been distributing its products to Australia and New Zealand for over 30 years. As a result of the growing 

demand, FIA was incorporated to work more closely with local food manufacturing and to ensure its customers 

enjoy quality coconut products, timely delivery with consistent supply. It was incorporated and registered with the 

Australian Securities and Investment Commission on January 30, 2004. 

 

FIA offers coconut products including desiccated coconut, reduced fat coconut, coconut cream, coconut water, 

coconut milk, sweetened coconut, toasted coconut, organic coconut sugar, coconut flour, and coconut oil. It also 

offers regular and organic seeds such as sunflower seeds, pepitas (pumpkin seeds), buckwheat and organic 

buckwheat flour, and dried tropical fruits.  
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(FIA, Australia) 

 

MATERIAL PERMITS AND LICENSES 

 

All government approvals and permits issued by the appropriate government agencies or bodies which are material 

and necessary to conduct the business and operations of the Company have been obtained and are in full force and 

effect. 

 

Set out below are all the material permits and licenses of the Company necessary to operate its business as currently 

conducted, and the failure to possess any of which would have a material adverse effect on the business and 

operations of the Company. 

 

Based on the legal opinion dated 24 June 2019 issued by an independent counsel, Adario Caoile and Associates Law 

Office, and unless otherwise indicated below, the material permits and licenses required for the Company’s 

operations are valid and subsisting. 

 

Name of Permit / License Issuing Agency Permit / License No. Issue Date Expiry Date 

1. Certificate of 

Incorporation  

 

SEC CS201013282 August 19, 

2010 

Not applicable 

2. Certificate of 

Registration as export 

producer of tetra 

prisma packed coconut 

water and its variants 

 

BOI 2016-109 June 1, 2016 Not applicable 

3. Certificate of 

Registration  

 

BIR OCN2RC0001330532 October 15, 

2010 

Not applicable 

4. Certificate of 

Registration 

 

HDMF Member-Employer No. 

2024-0737-003 

June 19, 

2019 

Not applicable 

5. Employer’s Data 

Record 

 

PhilHealth 015040000152 Not 

applicable 

Not applicable 

6. Certificate of 

Registration 

 

SSS Employer No. 08-

0956493-8-000 

March 1, 

2011 

Not applicable 
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Name of Permit / License Issuing Agency Permit / License No. Issue Date Expiry Date 

7. Certificate of 

Registration 

 

DOLE EIN No. 2019-0071 June 24, 

2019 

Not applicable 

8. License to Operate  

 

FDA 

 

CFRR-RX-FM-1133 May 13, 

2016 

February 17, 

2021 

9. Certificate of 

Registration as a 

Manufacturer of DCN, 

CMP, CW, Coco 

Cream and RBDO 

PHILCOA 20622 January 10, 

2019 

January 15, 

2020 

10. Deep well Water 

Extraction 

NWRB Applications for two (2) 

water permits have been 

filed with NWRB. 

Payments representing  

fees for the use of water 

for plant processing, 

washing and cleaning 

have been made on  

March 12, 2019.  

Pending issuance of 

permits from NWRB. 

Pending Pending 

11. License to Handle 

Controlled Precursors 

and Essential 

Chemicals 

PDEA P6-036930001-R065-K; 

P3-036930001-R062-K 

March 01, 

2019 

November 23, 

2019 

 

Makati Office 

Name of Permit / License Issuing Agency Permit / License No. Issue Date Expiry Date 

1. Business Permit Business Permits Office 

– City of Makati 

26911 January 29, 

2019 

December 31, 

2019 

2. Barangay Clearance Barangay Magallanes, 

City of Makati 

20191256 January 16, 

2019 

Not Applicable 

3. Greenhouse Gas 

Inventory Clearance  

Department of 

Environmental Services 

– City of Makati. 

Pollution Control and 

Regulation Division 

IC-GHG-2019-03493 February 28, 

2019 

 

 

 

 

December 31, 

2019 

4. Sanitary Permit  Environmental Health 

& Sanitation Section – 

City of Makati 

013672 January 29, 

2019 

December 31, 

2019 

5. Certificate of 

Registration  

BIR OCN 9RC0000536058 June 28, 

2019 

Not Applicable 

 

Misamis Oriental Plant/Office 

Name of Permit / License Issuing Agency Permit / License No. Issue Date Expiry Date 

1. Business Permit Municipality of 

Medina, Misamis 

Oriental 

MEI-001 January 14. 

2019 

January 20, 

2020 

2. Certificate of 

Registration  

BIR OCN2RC0000939184 November 

13, 2015 

Not applicable 

3. Permit to Operate Air 

Pollution Source and 

Control Installations 

DENR-EMB 10 2019-POA-C-1043-085 

(1/2) 

March 5, 

2019 

March 10, 2020 
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Name of Permit / License Issuing Agency Permit / License No. Issue Date Expiry Date 

(for Boiler Power 

Plant 1) 

4. Permit to Operate Air 

Pollution Source and 

Control Installations 

(for Boiler Power 

Plant 2) 

DENR-EMB 10 2019-POA-C-1043-085 

(2/2) 

March 5, 

2019 

March 10, 2020 

5. Permit to Operate Air 

Pollution Source and 

Control Installations 

(for 1 unit 509 hp or 

64,000 lbs./hr. steam 

capacity coconut shell 

fired “Cleaver 

Brooks” Boiler #8) 

DENR-EMB 10 2019-POA-C-1043-677  March 5, 

2019 

March 10, 2020 

6. Permit to Operate Air 

Pollution Source and 

Control Installations 

(for three units 1200 

HP/18 TPH Biomass – 

Fired “COMBI” 

Boilers No. 1, 2 & 3) 

DENR-EMB 10 2018-POA-I-1043-2162  October 17, 

2018 

September 6, 

2019 

7. Foreshore Lease 

Agreement Rental 

DENR Pending issuance of 

signed agreement  from 

DENR, Gingoog City. 

Payment for the rental 

for the use of foreshore 

lands was made by the 

Company as evidenced 

by OR#6571585 dated 

21 May 2019. 

Not 

applicable. 

 Not applicable. 

8. Certification of Sugar 

Requirements of 

Processors//Manufactu

rers of Sugar-Based 

Products for Export 

SRA CBMW CGY-18 May 10, 

2019 

Valid for 2019 

or until 

allocation is 

completely 

consumed. 

 

Cagayan de Oro Plant/Office 

Name of Permit / License Issuing Agency Permit / License No. Issue Date Expiry Date 

1. Business Permit – 

Manufacturing 

Coconut Water / 

Coconut Products 

 

City of Cagayan de Oro 2019-12346 January 24, 

2019 

December 31, 

2019 

2. Business Permit – 

Importer/Exporter 

City of Cagayan de Oro 2019-12347 January 24, 

2019 

 

December 31, 

2019 

3. Certificate of 

Accreditation as 

Importer 

BOC IM0007194196 April 26, 

2019 

April 16, 2020 

4. Environmental 

Compliance 

Certificate 

 

DENR ECC-R10-1301-0016 January 25, 

2013 

Not applicable. 
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Name of Permit / License Issuing Agency Permit / License No. Issue Date Expiry Date 

5. License to Operate – 

International Sugar 

Trader 

 

SRA ST-2020-014-F August 27, 

2019 

August 31, 

2020 

6. Certification of 

Imported Sugar 

Requirements (High 

Fructose Corn Syrup 

and Chemically Pure 

Fructose (480 MT) 

 

SRA None indicated. January 4, 

2019 

Valid for 2019 

or until 

allocation is 

completely 

consumed. 

7. Purchaser’s License PNP PJD20-081116-04335 December 5, 

2018 

November 16, 

2019 

8. Permit to Operate as 

Manufacturer of 

Sweetened Beverages 

BIR SB1-01-12-00001 December 4, 

2018 

 

Not applicable. 

 

Certificates of Product Registration 

Product Issuing 

Agency 

Permit/License Grantee Issue Date Expiration 

1. Coconut 

Water Agua 

de Coco 

under the 

brand name 

Fiesta 

Tropicale  

 

FDA FR-4000001671683 Axelum Resources Corp. August 27, 

2017 

November 

13, 2022 

2. Coconut 

Cream under 

the brand 

name Fiesta 

Tropicale 

 

FDA FR-4000002047030 Axelum Resources Corp. November 

29, 2017 

November 

29, 2019 

3. Coconut Milk 

under the 

brand name 

Fiesta 

Tropicale 

FDA FR-4000002047043 Axelum Resources Corp. November 2, 

2017 

November 2, 

2019 

4. Coconut 

Cooking Oil 

under the 

brand name 

Fiesta 

Romantika 

FDA FR-4000001312421 Cocoderivatives, Inc. 

 

Based on an assignment 

agreement dated 

January 27, 2016, as 

amended, the trademark 

was assigned by 

Cocoderivatives, Inc. to 

the Company. 

 

May 2, 2017 July 29, 2022 

5. Coconut 

Cooking Oil 

under the 

brand name 

Fiesta 

FDA FR-4000001310702 Cocoderivatives, Inc. 

 

Based on an assignment 

agreement dated 

January 27, 2016, as 

June 23, 2017 July 29, 2022 
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Product Issuing 

Agency 

Permit/License Grantee Issue Date Expiration 

Romantika amended, the trademark 

was assigned by 

Cocoderivatives, Inc. to 

the Company. 

 

6. Desiccated 

Coconut 

under the 

brand name 

SM Bonus 

 

FDA FR-4000002526610 Axelum Resources Corp. January 30, 

2019 

January 30, 

2024 

7. Desiccated 

Coconut – 

Medium 

under the 

brand name 

Fiesta  

 

FDA FR-4000002525109 Axelum Resources Corp. August 9, 

2018 

August 9, 

2023 

8. Desiccated 

Coconut – 

Granulated 

under the 

brand name 

Fiesta 

FDA FR-4000001043574 Axelum Resources Corp. July 26, 2019 

 

 

February 1, 

2024 

9. Desiccated 

Coconut – 

Fancy Shred 

under the 

brand name 

Fiesta 

 

FDA FR-4000002524715 Axelum Resources Corp. March 19, 

2018 

March 9, 

2023 

10. Desiccated 

Coconut – 

Flakes under 

the brand 

name Fiesta 

 

FDA FR-4000002524571 Axelum Resources Corp. December 21, 

2017 

March 7, 

2023 

11. Desiccated 

Coconut – 

Fine/Macaroo

n under the 

brand name 

Fiesta 

 

FDA FR-4000002522995 Axelum Resources Corp. February 23, 

2018 

March 7, 

2023 

12. Desiccated 

Coconut – 

Extra Fine 

under the 

brand name 

Fiesta 

 

FDA FR-4000002527280 Axelum Resources Corp. September 

27, 2018 

September 

27, 2023 

13. Pure Coconut 

Water (for 

FDA FR-4000002652467 Axelum Resources Corp. April 18, 

2018 

August 4, 

2023 
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Product Issuing 

Agency 

Permit/License Grantee Issue Date Expiration 

export market 

only) under 

the brand 

name Vita 

Coco Brand 

 

14. Coconut 

Water under 

the brand 

name Fiesta 

 

FDA FR-4000002654623 Axelum Resources Corp. April 3, 2018 August 4, 

2023 

15. Coconut Milk 

Powder under 

the brand 

name SM 

Bonus 

 

FDA FR-4000002627062 Axelum Resources Corp. March 16, 

2018 

March 7, 

2023 

16. Coconut Milk 

Powder under 

the brand 

name Fiesta 

Tropicale 

 

FDA FR-4000001510320 Axelum Resources Corp. January 24, 

2019 

July 11, 2024 

17. Coconut 

Cream 

Powder under 

the brand 

name bücό 

 

FDA FR-4000002655509 Axelum Resources Corp. June 7, 2018 July 28, 2023 

18. Coconut Milk 

Powder under 

the brand 

name Fiesta 

 

FDA FR-4000002516361 Axelum Resources Corp. February 22, 

2018 

March 21, 

2023 

19. Coconut Milk 

Powder 

(Gluten-free 

& Dairy free) 

under the 

brand name 

Fiesta 

 

FDA FR-4000001600595 Axelum Resources Corp. January 30, 

2019 

June 17, 2024 

20. Coconut 

Cream under 

the brand 

name Fiesta 

 

FDA FR-4000002520843 Axelum Resources Corp. March 19, 

2018 

March 2, 

2023 

21. Coconut Milk 

under the 

brand name 

Fiesta 

 

FDA FR-4000002521905 Axelum Resources Corp. April 3, 2018 March 2, 

2023 

22. Sweet and FDA FR-4000002536419 Axelum Resources Corp. March 16, June 28, 2023 
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Product Issuing 

Agency 

Permit/License Grantee Issue Date Expiration 

Crunchy 

Coconuts 

Sugar 

Toasted Coco 

Bits under the 

brand name 

bücό 

 

2018 

23. Creamy, 

White Grated 

Medium Cut 

Desiccated 

Coconut 

under the 

brand name 

bücό 

 

FDA FR-4000002654896 Axelum Resources Corp. August 7, 

2018 

August 3, 

2023 

24. Thick Chip 

Desiccated 

Coconut 

under the 

brand name 

Red V 

 

FDA FR-4000002535490 Axelum Resources Corp. September 4, 

2018 

June 20, 2023 

25. Desiccated 

Coconut – 

Macaroon-

Fine under 

the brand 

name Red V 

 

FDA FR-4000002536060 Axelum Resources Corp. April 4, 2018 June 16, 2023 

26. Desiccated 

Coconut – 

Flakes under 

the brand 

name Red V 

 

FDA FR-4000002535979 Axelum Resources Corp. April 4, 2018 June 12, 2023 

27. Desiccated 

Coconut – 

Fancy Shred 

under the 

brand name 

Red V 

 

FDA FR-4000002535663 Axelum Resources Corp. March 28, 

2018 

June 24, 2023 

28. Toasted 

Unsweetened 

Coconut 

under the 

brand name 

Red V 

 

FDA FR-4000002536347 Axelum Resources Corp. April 4, 2018 July 18, 2023 

29. Desiccated 

Coconut – 

FDA FR-4000002656078 Axelum Resources Corp. May 24, 2018 August 3, 

2023 
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Product Issuing 

Agency 

Permit/License Grantee Issue Date Expiration 

Regular Chip 

under the 

brand name 

Red V 

 

30. Desiccated 

Coconut – 

Medium 

under the 

brand name 

Red V 

 

FDA FR-4000002536187 Axelum Resources Corp. May 22, 2018 June 23, 2023 

31. Desiccated 

Coconut – 

Extra Fine 

under the 

brand name 

Red V 

 

FDA FR-4000002535618 Axelum Resources Corp. May 21, 2018 June 28, 2023 

32. Reduced Fat 

Coconut 

under the 

brand name 

Cocorich 

 

FDA FR-4000002535399 Axelum Resources Corp. March 16, 

2018 

June 28, 2023 

33. Organic 

Coconut 

Cream under 

the brand 

name Fiesta 

Tropicale 

 

FDA FR-4000002488895 Axelum Resources Corp. March 19, 

2018 

March 19, 

2020 

34. Sweetened 

Coconut 

Flake (for 

export) under 

the brand 

name Red V 

 

FDA FR-4000002230089 Axelum Resources Corp. December 22, 

2017 

December 22, 

2019 

35. Sweetened 

Coconut 

Cream under 

the brand 

name Fiesta 

 

FDA FR-4000002231239 Axelum Resources Corp. November 

28, 2017 

November 

28, 2019 

36. Desiccated 

Coconut – 

Granulated 

under the 

brand name 

Red V 

FDA FR-4000001043705 Axelum Resources Corp. July 26, 2019 

 

 

March 29, 

2024 

37. Coconut Milk 

Powder under 

FDA FR-4000002528209 Axelum Resources Corp. July 10, 2019 July 10, 2024 
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Product Issuing 

Agency 

Permit/License Grantee Issue Date Expiration 

the brand 

name Fiesta 

 

38. Toasted 

Sweetened 

Coconut 

under the 

brand name 

Fiesta 

 

FDA FR-4000000503558 Axelum Resources Corp. April 25, 

2019 

March 2, 

2023 

 

QUALITY CONTROL, HEALTH, SAFETY AND ENVIRONMENTAL MATTERS 

 

The Company is subject to a number of laws and regulations relating to the protection of the environment and 

human health and safety, including those governing food safety, air emissions, water and wastewater discharges, and 

odor emissions and the management and disposal of hazardous materials. 

 

The Company applies its quality standards uniformly across all of its production facilities and quality assurance 

personnel conduct periodic operational audits. The Company seeks to reduce the risk of contamination of its 

products through strict sanitation procedures and constant monitoring and response. The Company conducts quality 

analysis and quality control on each batch of products. 

 

As of March 31, 2019, the Company is in material compliance with applicable health, safety and environmental 

laws. Expenses incurred by the Company for purposes of complying with environmental laws consist primarily of 

investments in waste treatment and payments for government regulatory fees that are standard in the industry. Costs 

incurred by the Company for purposes of complying with environmental laws consist primarily of investments in 

waste treatment and payments for standard government regulatory fees, including foreshore lease. Furthermore, the 

Company has no pending material case in relation to any environmental laws identified in the section on 

“Regulatory and Environmental Matters”. See “Regulatory and Environmental Matters” for a more detailed 

discussion of applicable health, safety and environmental laws.  

 

QUALITY CERTIFICATIONS 

 

In addition, the Company earned a number of international accreditations for food safety and quality, such as the 

British Retail Consortium (“BRC”) Global Standard for Food Safety Issue 7, Hazard Analysis Critical Control Point 

(“HACCP”) and Good Manufacturing Practices (“GMP”) by TÜV SÜD, Laboratory Quality Management System 

PNS ISO/IEC 17025:2005, Kosher Certification, and Halal Certification, Organic Certification. Moreover, all the of 

the Company’s processing facilities apply the HACCP plan, a management system which addresses food safety 

through the analysis and control of biological, chemical and physical hazards from raw material production, 

procurement and handling to manufacturing, distribution and consumption of the finished product.  

 

Set out below are the quality certifications maintained by the Company for its business and operations. 

 

Certification Accrediting Body Customer Expiry Remarks 

1. Global Standard for 

Food Safety Issue 7 

 

BRC (British Retail 

Consortium) 

Certification Body 

SGS-UKAS 

 December 30, 

2019 

Certified 

Grade AA 

2. General Principles 

of Food Hygiene 

and Hazard 

Analysis and 

Critical Control 

Points (HACCP) 

TUV SUD PSB 

Philippines Inc. 

 January 12, 

2021 

Certified 
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Certification Accrediting Body Customer Expiry Remarks 

System 

3. Good 

Manufacturing 

Practices (GMP) 

TUV SUD PSB 

Philippines Inc. 

 January 12, 

2021 

Certified 

4. Kosher 

Certification 

  August 31, 

2019 

Due for renewal 

on/before 31 Aug 

2019 

5. Halal Certification Islamic Da’wah 

Council of the 

Philippines (IDCP) 

 

 July 16, 2020 

 

Certified 

6. Halal Certification Halal Dev’t Institute of 

the Philippines (HDIP) 

 January 30, 

2020 

Certified 

7. Organic 

Certification 

according to 

USDA, EU and 

JAS Standards. 

Control Union 

Inspections (PVT) Ltd. 

 July 1, 2019 

(USDA-NOP) 

 

July 20, 2019 

(EU) 

 

January 22, 

2019 (JAS) 

Due for renewal. 

Ongoing audit 

renewal/ 

certification. 

8. Responsible 

Sourcing Audit 

SMETA (Sedex 

Members Ethical Trade 

Audit) 6.0 

Costco/Vita 

Coco 

May 23, 2018 

w/ follow up 

audit Nov 2018 

Due for renewal “un-

announced” audit 

9.  URSA (Unilever 

Responsible Sourcing 

Audit) 

Unilever May 23, 2019 On-going processing 

for renewal.  

10.  Safe Supply (General 

Mills Responsible 

Sourcing) 

General Mills January 21, 

2019-2020 

New supplier 

accreditation 

requirement for 

General Mills 

11. Sustainable 

Certified Supplier-

Coconut 

Unilever Sustainable 

Agriculture Code 

(USAC) 

Unilever June 30, 2020 Declared a 

sustainable supplier at 

the advanced level 

12. Trip Report for 

International 

Suppliers 

Customs-Trade 

Partnership Against 

Terrorism (C-TPAT) 

Red V Foods 

Corp (RV 

Industries Inc.) 

June 23, 2018-

2019 

Company is audited 

as part of Red V 

Foods certification. 

Voluntary security 

program designed to 

enhance supply chain 

and border security. 

 

MARKETING AND ADVERTISING 

 

Currently, the Company’s marketing and advertisement is achieved through the efforts of its customers. The 

Company has accredited distributors across the globe who actively markets the products. For the domestic 

distribution, the Company engaged various sales people to sell the products directly to the supermarket chains. 

 

Moving forward, the Company plans to establish its own marketing and advertising strategies to further enhance its 

market share for both domestic and international markets. These efforts include utilizing various advertisements 

such as print and broadcast. The Company also participates in national and regional food conventions to increase 

market visibility. 

 

EMPLOYEES 
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As of March 31, 2019, the Company has 356 direct employees. The following table sets forth the breakdown of the 

Company’s employees by function: 

 

Function No. of Employees 

Executive 5 

Managerial 27 

Supervisory 83 

Rank and File 246 

Total 356 

 

The Company does not anticipate and has no plans to hire additional employees based on the present level of 

business. The skills possessed by the current manpower are sufficient to meet the daily operations of the Company. 

  

The Company has an engagement with three cooperatives to provide toll manufacturing services. The Company has 

engaged Asiapro Multi-purpose Cooperative as its toll manufacturer for the processing of its raw coconut to recover 

the white meat and coconut water. The Company also engaged Paceman Multi-purpose Cooperative, 

Cocoderivatives, Inc. and Jobnet Multi-purpose Cooperative as contract packers for its tolling, packing, and other 

services. For a more detailed discussion of the toll manufacturing agreement, please refer to sections “Material 

Contracts” or “Related Party Transactions”. 

 

Personnel Training 

The Company puts importance in developing its employees into future leaders for the Company through structured 

training programs. The Company requires its customers to take leadership trainings, career management programs, 

in-house soft and technical skills trainings to equip management trainees and supervisors with leadership and 

management skills, marketing, customer service skills and other core values that are important to the Company. This 

enables employees to realize their career aspirations through career development plans and interventions.  To 

support the Company’s expansion plans, this program was created identifying the critical posts or positions in every 

department and the selection of high potential candidates. The candidates are place in the career management 

pipeline for future needs of the company.   

 

INVENTORY AND LOGISTICS MANAGEMENT 

 

The Company partly manages its logistics and distribution services. The Company engages private truckers to haul 

its finished goods and raw materials on a regular basis. The Company pre-sells its products normally on a 90-day 

forward arrangement.  The Company manufactures its products based on orders mostly but also produces more 

when opportunities arises such as when raw materials are cheap and abundant. 

 

The normal finished goods inventory level is around 90 to 120 days. The finished goods are shipped on a first in first 

out basis using the Company’s inventory management system that tracks down all of its production using bag 

numbers and production dates and other relevant information that allows quality audit trails.  

 

Raw materials and packaging materials, other than some imported raw materials and tetra pack materials, inventory 

level is around 60 days while imported raw materials and packaging materials is around 120 days to 150 days, 

depending on production and shipping time from where the materials will be coming from.  

 

The Company uses sales order and shipping systems that enables the Company to identify which product/s, order 

number/s and from whose buyer is due for shipment at least 3 to 4 days ahead of schedule.  The logistics team 

coordinates with accredited truckers (and issues an authority to pull out a container for the Company’s use) to go the 

shipping line presenting the authority to pull out a container van for and in behalf of the Company. The shipping line 

will provide the history of cargo load of the container van for the approval of the Company.  The van has to be 

clean, free of insects and foreign materials, no strong odor or smell and container van load history does not show 

that the van was previously loaded with grains, chemicals, tires or rubber and other odorous materials. The trucker 

will preposition these containers for loading in the Company’s warehouse at least two days before actual shipping 
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day. The Company’s logistics team will do the due diligence check of the container. The container vans are again 

inspected for presence of holes, insects, foreign matters, cleanliness and strong smell. 

 

Then, the logistics team will then remove from the Company’s warehouse management system the products per 

pallet and bag numbers that will be loaded onto the container/s as specified in the Authority to Load (ATL) given by 

the logistics head.  Once identified and loaded, the container van is transported via a truck to the international 

container port and loaded on an international shipping vessel. A bill of lading is issued to the Company and used as 

the basis for preparing the sales invoice and notifying the buyer of shipping details. 

 

PROPERTIES 

 

As of March 31, 2019, the Company does not own land in the Philippines. The Company leases several properties, 

including the land where its manufacturing facilities are located and head office in Makati City. The Company 

entered into lease agreements with other third parties to lease the land and/or buildings where its plant and principal 

office are situated.  For a more detailed discussion of the lease agreements, please refer to sections “Material 

Contracts” or “Related Party Transactions”. 

 

Manila Office 

 

The Company leases an aggregate area of 738.51 square meters of office space in Makati City from Metro 

Properties, Inc. Rent is ₱511.12 per square meters for the office space, ₱750.00 for each of the two parking slots, 

and ₱1,500.00 for each of its seven parking slots. The term of the lease is two years and will expire on  December 

31, 2020. 

 

Location provisionally approved as Export Processing Zone 

 

Allcoco Development Corp., the owner of the land where the Company’s manufacturing facilities in Medina, 

Misamis Oriental are located, has applied for the registration of the land as an Export Processing Zone (“EcoZone”), 

which was provisionally approved by the PEZA. The potential EcoZone shall cover an aggregate area of 191,508 

square meters (19.1508 hectares) where the Company will be the sole registered locator of the EcoZone if the 

Company registers with the PEZA. The Company has entered into a lease agreement with Allcoco Development 

Corp. for the lease of the land for a lease term that will expire 25 years from the time that the property is declared as 

EcoZone, and shall be automatically renewed for another 25 years. 

 

Should this be approved, the Company as the sole registered EcoZone locator will be entitled to all the benefits 

accorded an EcoZone locator, such as tax-free importations, years of tax holidays, exemption from payment of any 

government fees, among others.  

 

While the property is not yet PEZA Zone certified, the Company shall pay a rent of ₱6,000,000.00 per year starting 

July 1, 2019 until such time that the property is declared a PEZA Zone. Three months after the property becomes 

PEZA Zone certified, the rent shall increase to ₱3,000,000.00 per month. 

 

Allcoco Development Corp. is controlled by the Company’s principal shareholders. Notwithstanding, the 

aforementioned lease contract had been entered into on an arm’s length basis and on normal commercial terms, 

which are generally no more favorable that those extended to unrelated third parties.  

 

The Company implements general policies and business practices that ensure the fair economic treatment of 

counter-parties to arrive at arms-length pricing or commercial agreements associated thereto. The Company also 

follows a strict policy of ensuring that the commercial agreement and other components thereto such as pricing, 

interest rates, penalties, and payment terms and conditions adhere to market conditions and standards. Proper 

treatment of such transactions and other transactions that may be viewed or interpreted as related-party transactions 

are also addressed in the Company's Corporate Governance Manual which was formally approved by the Board of 

Directors of the Company on March 20, 2019.  In addition, the Company, once it becomes a publicly listed company 

is required to comply with SEC Memorandum Circular No. 10 series of 2019 or the rules on material related party 

transactions.  
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Lot Owned by RVF 

 

RVF, a subsidiary of APH1, is the owner of a lot in Georgia. The property houses the sweetening plant, oil refiling 

line, a warehouse and the canned milk relabeling plant.  
 

 

INTELLECTUAL PROPERTY 

 

The Company’s brands, trademarks, patents, and other related intellectual property relating to its principal products 

are either registered or pending registration in the Philippines and foreign countries in which the Company sells, or 

intends to sell, its products. Trademarks and other intellectual property rights are important in the aggregate because 

brand name recognition is a key factor in the success of many of the Company’s product lines. 

 

The Company’s products have the following registered trademarks in other countries. 

 

Trademark Country Date of Registration Validity 

FIESTA TROPICALE 

(n°006140198) 

France / 

European Union 

July 13, 2010 July 18, 2027 

FIESTA TROPICALE 

(n°006140768) 

France / 

European Union 

July 13, 2010 July 18, 2027 

FIESTA TROPICALE 

(IDM000279549) 

Indonesia November 22, 2006 November 19, 2020 

FIESTA TROPICALE 

(TM Reg Nos. 06018056 and 

No. 060118057) 

(Classes 29 and 32) 

Malaysia April 10, 2006 April 10, 2026 

FIESTA TROPICALE 

(TM Reg Nos. 

272287/TM272726) 

(Classes 29 and 32) 

Thailand October 3, 2006 October 29, 2026 

FIESTA TROPICALE 

(TM Reg No. No. 1106080 

(Classes 29, 30 and 32) 

Australia March 26, 2006 March 28, 2026 

FIESTA TROPICALE 

(TM Reg. No. 3,636,897) 

(Classes 29 and 32) 

USA June 9, 2009 April 2, 2029 

RED V 

(TM No. 2085845) 

USA August 15, 1997 August 5, 2027 

 

The Company’s products have the following registered trademarks in the Philippines. 

 

Trademark Date of Filing/ 

Registration 

Validity Status 

FIESTA 
TM Appln. No. 4-2009-

010831 

  

Registered:  

08 March 2012 

  

08 March 2022 Valid 

FIESTA 

(NEW LABEL) 
TM Appln. No. 4-2014-

014862 

Registered:  

15 April 2016 

  

15 April 2026 Valid 

FIESTA BRANDS AND 

DEVICE 

(BLACK & WHITE) 
TM Appln. No. 4-2009-

Registered:  

27 October 2011 

27 October 2021 Registered but pending with 

opposition 



125 

 

Trademark Date of Filing/ 

Registration 

Validity Status 

010832 

FIESTA TROPICALE 
TM Reg. No. 4-2006-

003241 

  

Registered:  

08 September 2017 

  

08 September 2027 Valid 

FIESTA TROPICALE & 

DEVICE (BLACK & 

WHITE) 
TM Appln. No. 4-2010-

008234 

  

Registered:  

14 July 2011 

  

14 July 2021 Valid 

FIESTA TROPICALE 
TM Appln. No. 4-2014-

014863 

  

Registered:  

15 April 2016 

  

15 April 2026 Valid 

FIESTA TROPICALE & 

COLORED DEVICE 
TM Appln. No.4-2010-

008236 

  

Filed: 

28 July 2010 
  Application filed but 

pending with opposition 

  

FIESTA TROPICALE 

(NEW LABEL – 

BLACK & WHITE) 
TM Appln. No. 4-2016-

002079 

  

Filed: 

26 February 2016 
  Application filed but 

pending with opposition 

  

FIESTA TROPICALE 

(NEW LABEL – 

COLORED) 
TM Appln. No. 4-2015-

014183 

Filed:  

14 December 2015 
  Application filed but 

pending with opposition 

  

FIESTA ROMANTIKA 
TM Appln. No. 4-2014-

502347 

  

Filed:  

29 May 2014 
  Application filed but 

pending with opposition; 

[trademark will be assigned 

by Mr. Raperoga to the 

Company]  

  

COCORICH & DEVICE 
TM Reg. No. 4-1996-

108009D 

  

Registered:  

27 February. 2002 

  

27 February 2022 Valid 

 

RESEARCH AND DEVELOPMENT (“R&D”) 

 

The Company has a dedicated in-house R&D team which focuses on the development and innovation of products to 

be able to adapt to changing consumer preferences and global market conditions. The R&D team is responsible for 

continuously expanding the Company’s existing product lines through development, reformulation, quality 

improvement, and customize and test of current and new products and equipment. The Company’s R&D team works 

closely with the sales and marketing team to understand the specific needs of its customers as well as develop new 

products based on market behavior. The Company ensures that R&D team members possess the technical 

knowledge to offer in-house solutions and develop tailor-made product formulations in order to suit the specific 

needs of our various customers. The Company spends less than 1% of its revenues on R&D related expenses. 
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In addition, the Company on a regular basis researches new processes, tests new equipment, and engages in 

discussions with its customers, suppliers, and market players to gain first-hand information to improve the 

Company’s productivity, efficiency, and competitiveness by identifying cost improvements that can be made to its 

current production process. In the past, new products and production processes are primarily developed internally, 

but it has also purchased new technologies and processes from independent research and development facilities. 

 

INSURANCE 

 

The Company carries insurance of the types and in amounts that are customary in the food processing and 

distribution industry and that it believes will reasonably protect its interests, including industrial all-risks insurance, 

political violence insurance, marine insurance, and motor vehicle insurance. The Company’s insurance providers 

include AIG Philippines Insurance, Inc., MAA General Assurance Phils., Inc., and Phil Pacific Insurance Brokers 

and Managers Inc. The Company’s insurance policies are generally renewable annually. 

 

The Company considers that its insurance coverage is consistent with industry practice and is adequate for its 

business operations. From time to time, the Company reviews and assesses its risk and adjusts its insurance coverage 

as appropriate.  

 

LEGAL PROCEEDINGS 

 

As of the date of this Prospectus, the Company is involved in various civil and intellectual property lawsuits and 

legal actions arising in the ordinary course of business. However, save as disclosed below, the Company does not 

consider any of these as material as these legal proceedings will not affect the daily operations of its business nor 

will it have any material effect on the financial position of the Company. Also, these cases are not expected to 

exceed 10% of the current assets of the Company. 

 

Southeast Asia Food, Inc./Nutri-Asia, Inc. (SAFI-NAI) vs. FRESH FRUIT INGREDIENTS, INC. 

IPC No. 14-2011-00491 

Philippine Intellectual Property Office 

 

On November 25, 2011, SAFI-NAI filed an opposition before the Philippine Intellectual Property Office opposing 

the application for registration of the Company’s trademark FIESTA BRANDS AND DEVICE (BLACK & 

WHITE) with TM Registration No. 4-2009-010832 on the ground that it is confusingly similar to SAFI-NA’s 

FIESTA Brands. On May 3, 2012, the Respondent-Applicant filed an Answer to such opposition. On November 10, 

2015, the Philippine Intellectual Property Office rendered Decision No. 2015-268 dismissing the opposition filed by 

SAFI-NAI. On October 13, 2016, via registered mail, Appellant filed an Appeal Memorandum seeking the reversal 

of the decision issued by the Director of Bureau of Legal Affairs dismissing the Appellant’s opposition to 

Trademark Application No. 4-2009-010832. Appeal is still pending decision of the Director General. The case is 

undergoing mediation  which began on September 18, 2019.  

  

Southeast Asia Food, Inc./Nutri-Asia, Inc. (SAFI-NAI) vs. FRESH FRUIT INGREDIENTS, INC.  

IPC No. 14-2010-00331 

Appeal No. 14-2015-0029 (Office of the Director General) 

Philippine Intellectual Property Office 

 

On December 28, 2010, SAFI-NAI filed an opposition before the Philippine Intellectual Property Office opposing 

the application for registration of the Company’s trademark FIESTA & DEVICE (COLORED) with TM 

Registration No. 4-2009-010903 on the ground that it is confusingly similar to SAFI-NA’s FIESTA Brands. On June 

15, 2011, the Company filed an Answer to such opposition. On May 8, 2015, the Philippine Intellectual Property 

Office rendered Decision No. 2015-75 dismissing the opposition filed by SAFI-NA. On June 17, 2015, the 

Appellant filed an Appeal through registered mail. On January 7, 2016, the Appellee received an Order to submit 

Comment on the Appeal Memorandum which the Appellee filed on June 6, 2016. Appeal is now pending decision 

of the Director General.  The case is undergoing mediation which began on September 18, 2019. 

 

Southeast Asia Food, Inc./Nutri-Asia, Inc. (SAFI-NAI) vs. FRESH FRUIT INGREDIENTS, INC. 

IPC No. 14-2011-00394  
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Appeal No. 14-2016-0005 (Office of the Director General) 

Philippine Intellectual Property Office 

 

On October 17, 2011, SAFI-NA filed an opposition before the Philippine Intellectual Property Office opposing the 

application for registration of the Company’s trademark FIESTA TROPICALE & COLORED DEVICE with TM 

Registration No. 4-2010-008236 on the ground that it is confusingly similar to SAFI-NA’s FIESTA Brands. On May 

21, 2012, the Company filed an Answer to such opposition. On December 1, 2015, the Philippine Intellectual 

Property Office rendered Decision No. 2015-0273 dismissing the opposition filed by SAFI-NAI. On October 18, 

2016, Appellee received the Memorandum filed by the Appellant reversing and setting aside the Bureau of Legal 

Affairs’ (“BLA”) Decision No. 2015-273 dated December 1, 2015 and rejecting Appellee’s trademark application 

for Fiesta Tropicale & Colored Device under application Serial No. 4-2010-008236. As of this date, the parties 

are awaiting the decision on the appeal. The case is undergoing mediation which began on September 18, 2019.  

   

San Miguel Purefoods Company Inc.  vs. Axelum Resources Corp. 

IPC No. 14-2016-00711 

Philippine Intellectual Property Office 

  

On December 22, 2016, San Miguel filed an opposition before the Philippine Intellectual Property Office opposing 

the application for registration of the Company’s trademark FIESTA TROPICALE with TM Registration No. 4-

2016-002079 on the ground that it is confusingly similar to San Miguel’s FIESTA Ham mark. On June 22, 2017, the 

Company filed a Motion to Admit Attached Verified Answer to such opposition. On January 23, 2019, the Company 

received a favorable Decision No. 2018-493 dated December 21, 2018 from Adjudication Officer dismissing the 

opposition. On February 4, 2109, San Miguel filed an appeal with Bureau Director of Trademark of the Philippine 

Intellectual Property Office. On 14 March 2019, the Company filed a Comment to San Miguel’s appeal. As of this 

date, the parties are awaiting the decision on the appeal.  

  

Nutri-Asia Inc. (NAI) vs. Axelum Resources Corp. 

IPC No. 14-2016-00719   

Philippine Intellectual Property Office 

         

On January 24, 2017, NAI filed a Consolidated Notice of Opposition before the Philippine Intellectual Property 

Office opposing the application for registration of the Company’s trademark FIESTA TROPICALE with TM 

Registration No. 4-2015-014183 on the ground that it is confusingly similar to NAI’s  FIESTA Brands. On June 6, 

2017, the Company filed Verified Answer to the Opposer’s Verified Notice of Opposition. The case was set for 

preliminary conference with the BLA on June 18, 2019. The case is undergoing mediation which began on 

September 18, 2019.  

 

Nutri-Asia Inc. (NAI) vs. Axelum Resources Corp. 

IPC No. 12-2016-00614     

Philippine Intellectual Property Office 

        

On January 24, 2017, NAI filed a Consolidated Notice of Opposition before the Philippine Intellectual Property 

Office opposing the application for registration of the Company’s trademark FIESTA TROPICALE with TM 

Registration No. 4-2016-002079  on the ground that it is confusingly similar to NAI’s                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 

FIESTA Brands. On June 6, 2017, the Company filed Verified Answer to the Opposer’s Verified Notice of 

Opposition. The case was set for preliminary conference with the BLA on June 18, 2019. The case is undergoing 

mediation which began on September 18, 2019. 

  

Nutri-Asia, Inc. (NAI) V. Henry Raperoga (FIESTA ROMANTIKA) 

IPC Case No. 14-2015-00339  

Philippine Intellectual Property Office 

 

        On September 21, 2015, NAI filed an opposition before the Philippine Intellectual Property Office opposing the 

application for registration of Mr. Raperoga’s trademark FIESTA ROMANTIKA with TM Registration No. 4-

2014-502347 on the ground that it is confusingly similar to NA’s FIESTA Brands. On January 11, 2016, Mr. 

Raperoga filed its Verified Answer to Opposer’s Verified Notice of Opposition. On May 16, 2018, IPO BLA 
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rendered its Decision No. 2018-80 dated May 8, 2018 dismissing the opposition. On February 7, 2019, NAI filed an 

Appeal Memorandum before the Office of the Director General of the Philippine Intellectual Property Office. Henry 

J. Raperoga filed Comment on Opposer-Appellant’s Appeal Memorandum on March 14, 2019. The case is 

undergoing mediation which began on April 19, 2019. 

 

Axelum Resources Corp. (ARC) vs. Commissioner of Internal Revenue (CTA Case No. 9699) 
Second Division, Court of Tax Appeals 
  
On 29 June 2018, ARC filed a claim for refund of unutilized input taxes in relation to its value added tax (VAT) 

zero rated transactions for the period covering 01 April 2016 to 30 June 2016 in the amount of ₱43,713,177.11 

before the Bureau of Internal Revenue (BIR). On 10 October 2018, ARC received a copy of the VAT Refund Notice 

dated 25 September 2018 issued by the BIR through the Office of the Assistant Commissioner (Assessment Service) 

partially granting the claim for refund in the amount of ₱2,768,079.51 and denying the balance of ₱40,945,097.60. 
  
ARC recomputed the refundable amount based on existing provisions of the Tax Code and had arrived at 

₱34,253,645.58 as the amount which should be claimed as a refund from the BIR.  
  
On 12 October 2018, ARC filed a reply to the VAT Refund Notice of BIR assistant Commissioner (Assessment 

Service).  
  
On 5 November 2018, ARC filed a petition for review before the Court of Tax Appeals appealing the partial denial 

of the refund arguing that: (a) the petition for review and claim for refund was filed within the prescribed deadline 

and (b) the sales were zero-rated sales for which input taxes were incurred by the Company. ARC is set to present its 

evidence before the commissioned Independent Certified Public Accountant of the Court of Tax Appeals on July 1, 

2019. 
 

There are no existing claims or encumbrances on any of the Offer Shares. Except as otherwise disclosed in this 

prospectus, none of the members of the Board of Directors, executive officers and shareholders of the Company is 

involved in any material criminal, bankruptcy or insolvency investigations or proceedings.  

 

CORPORATE SOCIAL RESPONSIBILITY 

 

The Company has committed itself to uplift the quality of life of the people in Medina, Misamis Oriental, its area of 

operation, through extending its services to the community. The Company is the single biggest employer in Medina, 

ands since it is a fourth class municipality, most of its people rely on the Company for livelihood.  As a result, the 

Company together with its management team focuses on providing support in projects relating to education, 

livelihood, medical and medical missions, such as building a hospital, school building, rehabilitation of abandoned 

school building/rooms, and spiritual needs. The Company also supports a thirteen (13) hectare model farm located in 

Medina to teach farmers how to plant more high-value products. The Company believes that through these 

community projects it will be able to maintain a warm relationship with its employees and develop a stronger bond 

with the Medina Community.   

 

 

INVESTOR RELATIONS OFFICE 

 

The Investor Relations Office will be tasked with (a) the creation and implementation of an investor relations 

program that reaches out to all shareholders and informs them of corporate activities and (b) the formulation of a 

clear policy for accurately, effectively and sufficiently communicating and relating relevant information to the 

Company’s stakeholders as well as to the broader investor community. 

 

The IRO will also be responsible for ensuring that the Company’s shareholders have timely and uniform access to 

official announcements, disclosures and market-sensitive information relating to the Company. As the Company’s 

officially designated spokesperson, the IRO will be responsible for receiving and responding to investor and 

shareholder queries. In addition, the IRO will oversee most aspects of the Company’s shareholder meetings, press 

conferences, investor briefings, management of the investor relations portion of the Company’s website and the 

preparation of its annual reports. The IRO will also be responsible for conveying information such as the Company’s 
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policy on corporate governance and corporate social responsibility, as well as other qualitative aspects of the 

Company’s operations and performance. The Company’s Investor Relations Office will be located in 1052 Epifanio 

de los Santos Ave, Makati, 1232 Metro Manila. The Company’s Investor Relations Officer, Karilagan Imelda Z. 

Gorospe, may be contacted at imelda.gorospe@axelum.ph or +63-8510731. 

  

mailto:donna_minimo.finance@wilcon.com.ph
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INDUSTRY 

 

 

THE PHILIPPINE ECONOMY: A GENERAL OVERVIEW 

 

The Philippine economy is in an unprecedented growth trajectory, expanding above 6% annually in eight of the past 

nine years, buoyed by robust consumption spending and rising investments. The economy is poised again to expand 

above 6% this year, boosted by consumer spending recovery, and the ramp up in government spending, especially 

infrastructure spending. Growth is expected to further accelerate to 6.5-7.5% for 2020 and 7-8% in 2021-2022, 

driven by the government’s massive ₱9 trillion infrastructure spending and the landmark tax reform that will fund 

the envisioned “Golden Age of Infrastructure”.   

 

Relative to its ASEAN peers, the Philippines has surged since 2012, averaging 6.5% a year, faster than Vietnam. 

 

GDP growth rate of selected countries 

 
 

Consumer spending, which comprised nearly 70% of the country’s gross domestic product (GDP), will be a key 

growth driver this year as inflation continues to drop and fall within the Bangko Sentral ng Pilipinas’ (BSP) lower 

end target of 2-4%.  Government efforts to rein in food prices from last year’s increases, especially rice prices, and 

the slump in global oil prices have contributed to the sustained deceleration in inflation, which the BSP expects to 

settle at 2.7% this year from last year’s high of 5.2%.  Other key drivers of consumer spending also remained 

resilient. Overseas Filipino workers (OFW) remittances sustained growth, with the first five months expanding by 

4.5%, while the business process outsourcing (BPO) sector continued to expand, clocking in at least 5% growth in 

2018. 

 

Government has also committed to accelerate its spending for the rest of the year to pump prime the economy that 

was slowed in the first quarter by the delay in the passage of the 2019 budget.  It aims to spend P1 trillion for 

infrastructure for 2019, in line with the thrust of the government’s Build, Build, Build program to bring 

infrastructure spending-to-GDP to 7% by 2022.  Several big-ticket projects are now ongoing including the first 

tranche of the Metro Manila subway, and phase 1 of the North-South Commuter Railway (Tutuban-Malolos 

railway), among others.  

 

As of April, the nominal deficit is at ₱3.4 Billion, which represents a small percentile of the nominal deficit target of 

₱631.5 billion in 2019, which is equivalent to 3.2% of GDP. In this regard, this will help generate new jobs and 

bring more disposable income for Filipinos. Latest employment statistics showed an additional 433,000 additional 

job generated over a one year period, which results to a lower unemployment level. These jobs generated mostly 

came from the service sector which accounts for more than half of the total employed.  The unemployment data 

improved from 5.5% to 5.1% vis-à-vis April 2018. Given this turnaround, the underemployment rate declined to 

around 13.5% compared from 17% same period last year. 
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Philippine exports in 2019 remained lackluster given the consistent negative growth in exports since January 2019, 

which was started in 2018. According to the PSA, total Philippine export value amounted to USD 67.49 billion. The 

growth slowed by 1.78% and showed a decline versus the year-on-year 2017 export of USD 68.71 billion. It is 

observed that the trend of the international trade to be erratic as it does not follow a concrete downward or upward 

trend. 

 

Exports and imports growth rates 

 
 

Central bank’s accommodative stance will also help propel growth as they guided for more policy rates and banks’ 

reserve ratios cuts in the coming months as inflation continues to improve.  These moves will help cheapen the cost 

of money, encourage borrowings, spur consumption spending and secure the ability of people to pay for loans and 

debts.  

 

The Philippine’s recent credit rating upgrade from S&P to BBB+, a notch lower than A, is also a positive for the 

country as it improves investors sentiment on the Philippines’ attractiveness as an investment destination to 

encourage more foreign investments in the country. An upgrade indicates that the overall capacity of the country to 

pay for its debts and the level at which investors can safely invest in the country. This is also coupled with the 

Moody’s rating Baa2 with a stable outlook in 2018.  
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PHILIPPINE AGRICULTURE OVERVIEW 

 

Agriculture is an important sector of the Philippine economy. In 2018, the gross value added in agriculture reached 

₱1,618 billion at current prices, equivalent to almost eight % of the country’s GDP. The share to GDP was about 

seven % at constant prices. The sector employed around 10 million people, or about a fourth of the country’s labor 

force during the same year. 

 

Agriculture: Share of Production value by sub-sector at constant prices 

 

Source: PSA  

 

Crops corned the biggest chunk with half of the total production value in 2018 at constant prices. Poultry and 

livestock had shares of 17% each and fisheries at 16%. Poultry managed to increase its shares of from only 13% in 

2009 while fisheries posted a decline from 20%. For crops value, the dominant commodity is rice, followed by corn 

and banana. Coconut accounted for nearly 4% of the total value of agricultural production and a little over 7% of the 

total value of crop production. By area planted, it is rice, coconut, corn and sugarcane. Livestock consisted mainly of 

hogs, poultry by chicken and fisheries by milkfish, tilapia, tiger prawn and skip jack. 

 

The production is dispersed in various parts of the country. The leading regional producers are Central Luzon, 

Cagayan Valley and Western Visayas for rice, Cagayan Valley, Northern Mindanao and Soccsksargen for corn, and 

Davao Region and Northern Mindanao for banana. Western Visayas dominates sugarcane while Davao and 

Northern Mindanao leads in coconut. 

 

Agriculture grew by 0.9% in 2018 from 4% the previous year. Growth was pulled down by adverse weather 

conditions. Over the past 10 years, sector growth averaged 1.3% per annum. Aside from unfavorable weather 

conditions, the overall lackluster performance during the past 10 years may be attributed to low farm productivity, 

lack of diversification and value adding, among other factors. 

 

Agriculture growth GVA at constant prices 

 
 

The sector is projected to grow by 1.5% in 2019 and 2.0-2.5% per year from 2020-2023. Growth will be driven by 

area expansion, higher productivity, improved markets and hopefully, better weather conditions.  
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PHILIPPINE AGRI-EXPORTS ON COCONUT PRODUCTS 

 

The country’s agricultural exports reached USD 6.0 billion in 2018, or about 9% of the country’s total exports. 

Growth averaged 9.2% per year over the past 10 years.  

 

The leading export is banana, with value of almost USD 1.4 billion in 2018, mainly destined to China, Japan and 

Korea. It was followed by coconut oil with value of a little over USD 1 billion, primarily to the US and the 

Netherlands. Tuna is a far third with USD 493 million with major markets in the United Kingdom, Japan, Germany, 

Spain and the USA. The other exports in the top ten are pineapple and products, desiccated coconut, centrifugal 

sugar, tobacco manufactured, seaweeds and carrageenan, tobacco manufactured and unmanufactured, rubber, copra 

oil cake and food preparation for infant use. The leading markets are the US, the European Union and Asia. The 

aggregate value of these exports reached almost USD 4.4 billion in 2018, with share of about 73% to the total value 

of Philippine agricultural exports. 

 

COCONUT PRODUCT EXPORTS 

 

The country exports a wide variety of coconut products. In 2017, the value of traditional coconut exports reached 

almost USD 2 billion while the non-traditional product exports were worth USD 309.3 million, or a total of USD 2.3 

billion. 

 

Philippine coconut product exports 

 

Traditional Non-traditional 

 Copra 

 Coconut oil (crude, 

RBD/Cochin) 

 Copra meal 

 Desiccated coconut 

 Coco shell charcoal 

 Activated carbon 

 Oleochemicals (coco fatty 

alcohol, coco fatty acid 

and coco methyl ester) 

 Glycerin 

 Alkanolamide 

 Fresh coconuts 

 Grated coconut meat 

 Nata de coco (processed) 

 Nata de coco (raw) 

 Coco flour 

 Coco milk powder 

 Liquid coco milk 

 Coconut cream 

 Makapuno 

 Frozen coconut meat 

 Coco chips 

 Bukayo 

 Coco sugar 

 Lambanog 

 Coconut water 

 Coco vinegar 

 Baled coir 

 Coco peat/dust 

 Coir twine 

 Coir biologs 

 Coco husk cubes 

 Shampoo 

 Toilet/Bath soap 

 Laundry soap 

 Soap chips 

 Virgin coconut oil 

 Coco diethanolamide 

 Hydrogenated coconut oil 

Source: UCAP 

 

Over the past 10 years, coconut export values fluctuated but generally grew by an average of nearly 10% per year. 

The traditional exports expanded by 9% per annum while the non-traditional exports moved up at a much faster rate 

of almost 25% per year during the same period. Consequently, the share of traditional exports to the total value of 

coconut exports declined to 86% in 2017 from 96 % in 2008 while the share of non-traditional exports increased to 

14% from only 4% during the same period. 
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Value of coconut exports 

 
 

 

The traditional exports are dominated by coconut oil (CNO), with a share of 75% to the total value in 2017. CNO 

includes both crude and refined. The next biggest is desiccated coconut which accounted for 13%. Both products are 

among the country’s top agricultural exports. The others (copra, copra meal, coco shell charcoal, activated carbon 

and oleochemicals) cornered the remaining 12%. The shares have not changed substantially since 2008. 

 

RBD/Cochin oil exports fluctuated over the past 10 years (2008-2017) with average growth of two % per year, 

based on United Coconut Association of the Philippines (UCAP) data. In 2018, refined oil (cochin) exports totaled 

254,800 tons worth USD 307 million with the USA as the major destination, distantly followed by Japan, based on 

PSA data. RBD oil exports stood at 41,600 tons with value of USD 51 million in 2018, based on official data. The 

biggest buyers were the USA and China. 

 

Desiccated coconut (DCN) is an ingredient used in various food industries such as bakery, confectionery, culinary, 

beverages, etc. DCN exports were volatile but on average grew by 0.1% per annum on volume and a better 8.5% per 

year on value from 2008-2017, based on UCAP data. In 2018, exports amounted to 145,100 tons valued at USD 

338.4 million according to government data. The leading destinations were the USA and the Netherlands. DCN 

export prices generally increased from 2013 to 2018, with a compounded annual growth rate 8.35%. 

 

Desiccated coconut exports value and prices, Philippines 
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Exports of non-traditional products grew by almost 25% per year from USD 64 million in 2008 to USD 309 million 

in 2017. Growth was driven mainly by coconut water, which expanded by 132 times on volume and 172 times on 

value during the same period. By product type, virgin coconut oil (VCO) and coconut water led with shares of 30% 

each to the total value of non-traditional coconut exports in 2017. Hydrogenated coconut was a far third with 10%, 

followed by glycerin with nine % and coco milk powder with 4%. 

 

Major non-traditional coconut product exports by value in 2017, total value USD 309.3 million 

 
 

 

Coconut water is one of the fastest growing beverage categories in the global market. Exports grew by an impressive 

154% per year on volume and 159% per year on value over the past 10 years, driven by consumer demand for 

healthy, functional and plant-based hydration solutions. In 2018, exports slid to 63 million liters valued at USD 89 

million, based on data from PSA. The biggest market was the USA. Far behind were Brazil, UK, Australia and 

Canada. The average export price in 2017 was USD 1.07 per liter in 2017. Prices improved by compounded annual 

growth rate of 0.30% from 1.11 

 

Coconut water exports value and prices, Philippines 

 
 

 

VCO has varied applications in food, manufacturing and pharmaceutical industries. VCO exports increased by 46 % 

per annum on volume and 53 % per annum on value during the 10-year period. In 2018, exports totaled 18,400 tons 

valued at $64M, based on PSA data. The USA absorbed the bulk of exports. Export prices averaged USD 3,441 per 

ton in 2017. Prices increased by 2.1% per year from USD 3,259 per ton in 2008. 
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Virgin coconut oil exports value, Philippines 

 

 
 

 

 

Coconut milk powder has growing applications in the food and beverage industries, and agriculture. CMP exports 

grew by 38% per year on volume and 60% per year on value from 2008-2017. In 2018, exports stood at almost 

2,300 tons worth USD 8.5 million. The main markets were the Netherlands, Japan, USA, France, and Australia. The 

available data for coconut cream were only for 2016 and 2017 as prior years data were included under coconut milk. 

Exports declined from almost 4,800 tons valued at USD 13.8 million in 2016 to only 330 tons worth USD 394,800 

in 2017. Average export prices grew by 5.6% per annum over the past 10 years. In 2017, it reached USD 4,295 per 

ton from only ISD 3,426 per ton in 2008. In 2018, the export price amounted to USD 3,708 per ton based on PSA 

data. 

 

Coconut milk exports value, Philippines 

 
 

 

  

Source: UCAP based on data from PCA and PSA 

 

Source: UCAP based on data from PCA and PSA 
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COCONUT GLOBAL INDUSTRY: GLOBAL DEMAND AND SUPPLY 

 

Global coconut production in 2017 reached 61 million tons in nut terms from 61 million in 2008 based on data from 

Food and Agriculture Organization. Average annual growth rate has been flat over the last ten years. Similarly, area 

harvested has grown slowly over the period from 11.4 million hectares in 2008 to 12.3 million hectares in 2017. 

 

World production is dominated by three countries, accounting for 73% of volume in 2017, led by Indonesia with 

almost 19 million tons or a share of 31%. The Philippines ranked second with 14 million tons (23%) followed by 

India with 11.5 million tons (19%). Far next was Sri Lanka with 2.6M tons and Brazil, 2.3 million tons, both with 

4%. 

 

Coconuts: Key producing countries, 2017 

 
 

Over the last 10 years, production has not grown much in Indonesia, with average annual growth rate of 0.9 %. India 

and Sri Lanka managed to grow by a higher 1.5 % and 2.5 % per annum, respectively. The Philippines and Brazil 

posted declines of 0.9 % per year and 3.4 % per year during the same period. 

 

Coconut production by country, 2008-2017 

 
 

Based on UN Trademap, desiccated coconut export volume reached 369,500 tons in 2018 coming mainly from the 

Philippines and Indonesia with 33% and 30% shares, respectively. 

 

Vita Coco is the global leader in coconut water with a 26 % share of a market, according to Euromonitor 

International. With an estimated volume of 120 M liters in 2018 for Vita Coco, this will bring global coconut water 

volume to 461.5 million liters (Reuters article in May 2017). 
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Coconut milk powder exports experienced a 7% average annual growth rate from 2006-2015 based on Asian and 

Pacific Coconut Community (“APCC”) export volumes. Using this growth rate to 2018, the product is estimated to 

grow to 17,500 tons in 2018 from 14,250 tons in 2015. 

 

Based on average annual growth from 2006-2015 export volumes of APCC and calibrated to an industry source 

growth figure, it is estimated that the product may grow by 12% annually to 69,000 tons in 2018 from 49,100 tons in 

2015. 

 

The study assumed that The Harmonized Commodity Description and Coding System (“HS code”) 151319 of 

coconut oil and its fractions (whether or not refined but not chemically modified excluding crude) generally 

comprises RBD/cochin oil. Based on UN Trademap exports of 1.1 million tons in 2018 and the Philippines’ average 

annual exports over the past ten years, it is estimated that world RBD oil will be around 950,000-1,000,000 tons. 

 

A trade press, Professional Survey Report, dated August 2018 indicated that the value of global VCO market in 

2017 was US$650M to reach USD 780 million by 2025 based on a CAGR of 2.3% from 2018-2025. Based on these 

figures and export value of USD 3,440 per ton from the Philippines, it is estimated that the 2018 global volume may 

reach 193,000 tons. 

 

TOP GLOBAL EXPORTERS AND IMPORTERS 

 

The main suppliers of desiccated coconut, tonnage-wise, are the Philippines (30%) and Indonesia (24%). Other 

players include Sri Lanka (8%) and Vietnam (6%) and Malaysia (4%). In Latin America, small exporters comprise 

Dominican Republic, Mexico and Costa Rica (5%). 

 

The main export destinations comprise the high-income countries of North America -USA and Canada (15%) and 

Europe (30%). The importers-exporters include traders like Netherlands, Singapore and Malaysia. 

 

The major exporters of coconut milk powder were Malaysia, Sri Lanka and Philippines while Sri Lanka was the 

major source of coconut milk/cream in 2015 with over 50% of volume followed by Indonesia and the Philippines at 

a far third. It should be noted that Indonesia has been the major supplier in most of the years although export volume 

from Sri Lanka has continuously increased since 2006 from 6,800 tons to 24,800 tons in 2015 when it overtook 

Indonesia. 

 

The major suppliers of RBD/cochin oil were the Philippines, Indonesia and Netherlands, which accounted for over 

70% of export quantity and value. It should be noted that while the Netherlands is not a coconut producing country, 

it is a large importer of crude coconut oil and a re-exporter catering mostly to the European market. 

 

The country-importers of RBD/cochin oil in 2018 were led by the USA, China, South Korea, Germany and 

Belgium. The USA has been the leading importer over the last ten years averaging 270,000 tons a year. China, 

however, was the biggest gainer growing its imports from 40,000 tons in 2009 to 137,000 tons in 2018. 

 

GROWTH PROSPECTS 

 

According to the study done by University of Asia and the Pacific Center for Food and Agri Business (UA&P-CFA) 

last July 2019, imports of DCN by various countries from the Philippines are projected to increase by 8.6% per year 

from 2019-2023. Meanwhile, exports of the Philippines to key countries are forecasted to grow proportionately 

during the same period. The USA, Netherlands, Australia, United Kingdom and Canada will remain to be the largest 

markets. 

 

In the case of Axelum, it is experiencing a high double-digit growth of 28% per annum as it is getting more market 

share from other players with their advantage of having operations in the USA. 

 

Axelum is also into retail, especially under private labels (supermarkets) with the shift in market buying attitude as 

more people are cooking their own meals. The retail sector captures the millennial market who buys more natural 

products. 
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Coconut water demand growth ranges from 12-20%. Vita Coco, the world’s largest coconut water brand, has a 

market volume of 120 million liters per year supplied by eight to nine manufacturers including Axelum (20%) and 

Century Pacific. Vita Coco is targeting 150 million liters in 2019 and it is planning to trim down the supply to only 

five manufacturers in the future. The biggest global market is the USA with 50% of total sales followed by Australia 

with a share of 15-20 %. A related product which has potential is coconut water concentrate which is growing at 

10%. 

 

Coconut milk is now being used as an alternative coffee creamer with Axelum now packing and selling in the USA. 

Gluten and dairy-free coconut milk is a growing and an acceptable substitute to cow’s milk for consumers who are 

lactose-intolerant. 

 

CUSTOMERS AND THE SUPPLY VALUE CHAIN 

 

The customers cover practically every aspect of the food and non-food market including manufacturers, consumers 

and users of products in such industries as vegetable oils and fats, oilseeds and meals, animal feeds, bakery, 

confectionery, beverage, condiments and mixes, cosmetics, soaps, shampoos, personal care, air and water 

purification, pharmaceuticals, and biofuel. 

 

The customers can be categorized into retail and industrial. Retail customers include supermarkets while industrial 

customers include food processors/manufacturers, pharmaceutical companies, personal care product companies, etc. 

The industry’s supply chain consists of input supply (i.e., seednut varieties, fertilizers, and pesticides), farm 

production, primary processing (copra making), and secondary and tertiary processing into other processed coconut 

products and by-products for the domestic and export markets. Its related industries are the service providers 

(logistics – trucking, warehousing, marketing and distribution). These are vital in the efficient agro-industrial 

transformation of the chain from upstream to downstream value adding of coconut-based products, from seed nut to 

shelf or from farm to plate. 

 

The value and profitability of coconut increases as it is developed and further processed into products other than 

copra and coconut oil. This is especially true for the export-oriented products. 

 

While there is potential for the coconut products in the domestic and international markets, there are supply chain 

issues which impact on competitiveness. These issues include supply reliability due to low productivity/senility of 

trees, extreme weather disturbances, limited replanting and fertilization, lack of good clones, health concerns raised 

by other oilseeds, non-adherence to standards by a few producers. 

 

COMPETITION 

 

In desiccated coconut, the Philippines has a dominant presence in the USA and Canada (72 to 80%) but it has price 

discounts compared to Sri Lanka which is a smaller player. The former has 82% of the import volume as compared 

to 7% for the latter. 

 

In Australia, the Philippines, despite its dominant volume share of 88%, still commands an 18% price premium. 

Across Europe, the Philippines is the strongest player and enjoys a price premium of 13 to 25% over Indonesia. In 

Russia, Turkey and China, the Philippines enjoys high price premium and high market shares versus Indonesia. 

 

The market shares of coconut milk powder and coconut milk/cream were based on APCC global export data for 

2015 which was the more recent data. The global export market for coconut milk powder was dominated by 

Malaysia with a share of 45% in 2015. Sri Lanka came next with 39% and the Philippines with 16%. World coconut 

milk/cream exports were supplied by only four countries in 2015. The biggest was Sri Lanka with 51% share of the 

export market, followed by Indonesia with 41%. The Philippines was a far third with 8% and Samoa, less than 1%. 

 

BARRIERS TO ENTRY 

 

The barriers to entry especially for processed coconut products include plant scale, raw material supply, plant 

distance to the coconut production areas, available network of traders, reliable supply and cost of electricity, supply 
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of skilled labor, proximity to international ports, capital investments, manufacturing expertise and linkages with 

global brands. 

 

SOURCES OF RAW MATERIALS  
 

Bulk of the raw materials for coconut-based products come from the major coconut-producing countries like 

Indonesia, Philippines, India, Sri Lanka, Brazil, Vietnam, Papua New Guinea, Mexico, Thailand and Malaysia.  

Considerations for sourcing the raw materials include price, product quality, taste, certifications, fair trade, supply 

reliability, traceability and food safety, among others. The considerations vary depending on the buyer. 

 

CLOSE PRODUCT SUBSTITUTES  
 

Palm kernel oil is a close substitute for coconut RBD oil as both are lauric oils although it is competing in the large 

vegetable oils market. 

 

DCN is sometimes substituted with ground nuts in recipes depending on the preference of the person preparing the 

food. Coconut water is in the non-alcoholic beverage category so its substitutes can include fruit juices, energy 

drinks, vitamin water and other hydration beverages. 

 

Coconut milk is a substitute for cow’s milk as a coffee creamer like almond milk and rice milk. Coconut cream is a 

replacement for dairy-based and soya-based cream products. 

 

VCO substitutes include virgin olive oil, virgin palm kernel oil, virgin red palm oil and virgin soybean oil. Several 

oilseeds are now being processed and sold as virgin oils. 

 

MAJOR INDUSTRY COMPETITORS 
 

The major competitors generally come from the major coconut producing countries particularly the Philippines, 

Indonesia, Sri Lanka, India and Thailand. Some of these companies which have similar product offerings include 

Axelum Resources Corp., Century Pacific Agricultural Ventures Inc., Franklin Baker, Peter Paul Philippine 

Corporation, PT Pulau Sambu (Kuala Enok, Guntung, PT Riau Sakti United Plantations (Factory)) and Silvermill 

Group to name a few.  

 

FACTORS INFLUENCING THE MARKET 
 

The coconut industry markets have undergone transformation in the past 15 years. From the dominance of coconut 

oil as main product, the market profile has shifted into multi-product industry. Product-market niches have higher 

growth trajectories: desiccated coconut, coconut water, coconut cream, and virgin coconut oil. From bulk exports to 

retail packs from countries of origin. The migration into retail packs and market niches has helped moderate price 

volatilities. 

 

The market is influenced mainly by supply and demand factors. The supply factors include the limited number of 

countries accounting for world coconut production, low productivity due to senile trees, climate change, price 

volatility of nuts, pests and logistics. Moreover, small and scattered smallholdings influence economies of scale of 

assembly and transport. 

 

Demand factors include shift to nut quality, product-market niches, quality standards, organic certification, and 

market competition.  

 

WORLD MARKET PROSPECTS 
 

Coconut water has vast export possibilities. Demand is seen to increase 25% year-on-year in the next four years to 

USD 8.3 billion, based on a March 2018 article of the Bangkok Post. Estimating backwards would give a market 

demand of USD 3.4 billion in 2017. The same article cited that Coca-Cola expects the global coconut water demand 

to grow more than 50% in the next two years. 
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The global coconut water market is projected to grow from 134.2 million gallons (536.9 million liters) in 2016 to 

332.8 million gallons (1,331.2 million liters) in 2021, based on estimates by Technavio. This was based on a 26.75% 

compound annual growth rate driven by growing media buzz and celebrity endorsements. This led to packaging 

innovations and new product launches from 2011-2016. 

 

KEY INDUSTRY TRENDS 

 

The key trends that will drive the industry include: the need for certifications and audits from different certifying 

bodies especially for big markets like the US and EU; health and wellness concerns; increasing preference and 

premium for organic products; traceability down to the farm and production practices; and the growing concern for 

the environment, especially the campaign for a plastic waste-free world. 

 

High quality products need to be supported by extensive and international standards, licenses, food safety 

certifications and other related benchmarks such as ISO 9001 & 22000, FDA, Good Manufacturing Process 

(GMP),Hazard Analysis Critical Control Points (HACCP), Halal, Kosher, JAS Organic, EU Organic, USDA 

Organic, Fair Trade, Eco Cert, Naturland, Sedex Members Ethical Trade (SMETA), SGS, British Retail Consortium 

(BRC), Non-GMO project, Ukas, and certifications on Customs Trade Partnership Against Terrorism (CTPAT), 

quality management system, food safety management system and laboratory management system. These 

certifications cover the entire supply chain from the raw materials, final products, manufacturing plants, systems, 

labor practices and farmer welfare. 

 

OPPORTUNITIES, THREATS AND CHALLENGES 

 

The key opportunities include: continuing R&D on the various uses of coconut-based products and byproducts to 

benefit medicinal, dietary, agro-ecological and bio-energy related purposes for diversifying revenue streams along 

the coconut value chain away from the dominant and traditional crude coconut oil; consumers’ willingness to pay 

for new, dietary products especially in high-income countries; and intercropping to increase farm incomes. 

 

A threat is the aging of trees especially senility causing low productivity. The desire for organic products can be 

seen as both an opportunity and a challenge. Coconuts by default can be claimed as organic since fertilization has 

been limited to salt application if at all. Inorganic fertilization has been given on a very limited scale mostly 

resulting from the effects of fertilizers applied to intercrops. Organic products have a price premium especially in 

the world market. However, this may restrict the planting of intercrops which will need inorganic fertilizers to reach 

the productivity potential of the intercrop which can consequently increase coconut yields. 

 

The challenges include: planting/replanting of better and high-yielding varieties; the availability of enough good 

quality seed nuts; diversifying the revenue streams from other parts of the coconut tree such as the water, husks, 

fiber, shell and the waste; and addressing economies of scale; climate change (e.g. drought, typhoons); and 

occurrence of pests and diseases. 
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REGULATORY AND ENVIRONMENTAL MATTERS 

 

The information in this section has been derived from various Government and private publications or obtained 

from communications with various Government agencies unless otherwise indicated and has not been prepared or 

independently verified by us, the Issue Manager, the Joint Lead Underwriters, or any of the Company's respective 

subsidiaries, affiliates or advisors in connection with the Offer and sale of the Offer Shares. 

 

The Revised Coconut Industry Code 

 

The Revised Coconut Industry Code (P.D. 1468) (“RCIC”) was passed with the objective of promoting the rapid 

integrated development and growth of the coconut and other palm oil industry in all its aspects, and to ensure that 

the coconut farmers become direct participants in, and beneficiaries of, such development and growth. It is the 

charter of the Philippine Coconut Authority (“PHILCOA”). 

 

The RCIC imposes a levy to be known as the Coconut Consumers Stabilization Fund Levy, on every one hundred 

kilos of copra rececade, or its equivalent in other coconut products delivered to, and/or purchased by, copra 

exporters, oil millers, desiccators and other end-users of copra or its equivalent in other coconut products. All 

collections of the Coconut Consumers Stabilization Fund Levy shall be utilized to, among others, provide a subsidy 

for coconut-based products, finance projects such as scholarships for the benefit of deserving children of the coconut 

farmers and the establishment and operation of industries and commercial enterprises relating to the coconut and 

other palm oil industry, and finance the pooled savings of the coconut farmers, to be utilized for their mutual 

assistance, protection and relief in the form of social benefits. 

 

The RCIC also created the Coconut Industry Development Fund, a permanent fund for the benefit of the coconut 

farmers to be utilized to, among others, finance the establishment, operation and maintenance of a hybrid coconut 

seednut farm to insure proper, adequate and continuous supply of selected high-yielding hybrid as well as 

indigenous precocious seednuts, defray the cost of implementing the nationwide replanting program and finance the 

establishment, operation and maintenance of extension services, model plantations and other activities as would 

insure that the coconut farmers shall be informed of the proper methods of replanting. The PHILCOA is mandated to 

pay to the Coconut Industry Development Fund, out of the Coconut Consumers Stabilization Fund, the amount of 

One Hundred Million Pesos (₱100,000,000.00) as its initial funds, and thereafter an amount equal to at least Twenty 

Centavos (₱0.20) per kilogram of copra resecada or its equivalent out of its current collections of the Coconut 

Consumer Stabilization Fund Levy. In the event that the Coconut Consumers Stabilization Fund Levy is lifted, a 

permanent levy of Twenty Centavos (₱0.20) is thereafter automatically imposed on every kilogram of copra or its 

equivalent in terms of other coconut products which shall be collected and paid to the Coconut Industry 

Development Fund by copra exporters, oil millers, desiccators and other end-users of copra or its equivalent. 

 

Violations of any of the provisions of the RCIC, or any rule or regulation promulgated by the PHILCOA shall be 

punished by a fine of not more than Twenty Thousand Pesos (₱20,000.00) and by imprisonment of not more than 

five (5) years. If the offender be a corporation, partnership or a juridical person, the penalty shall be imposed on the 

officer or officers authorizing, permitting or tolerating the violation. Aliens found guilty of any offense shall, after 

having served his sentence, be immediately deported and, in the case of a naturalized citizen, his certificate of 

naturalization shall be cancelled. 

 

The Philippine Coconut Authority 

 

The powers and functions of the PHILCOA under the RCIC include: (1) to formulate and adopt a general program 

of development for the coconut and other palm oil industry in all its aspects; (2) to review and revise, and thereafter 

integrate into the adopted general program of development, the existing policies, projects and activities of all other 

governmental agencies directly relating to the development of the industry; (3) to explore and expand the domestic 

and foreign markets for coconut products and by-products; (4) to regulate the marketing and the exportation of copra 

and its by-products by establishing standards for domestic trade and export and, thereafter, to conduct an inspection 

of all copra and its by-products processed for export to determine if they conform to the standards established; and 

(5) to impose and collect the levies authorized to be collected under the Code. 
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The PHILCOA is the sole government agency tasked to develop the industry to its full potential in line with the 

vision of a united, globally competitive and efficient coconut industry. It absorbed and assumed the powers and 

functions of the then Coconut Coordinating Council, the Philippine Coconut Administration and the Philippine 

Coconut Research Institute. The RCIC establishes the legal basis for PHILCOA’s sole stewardship and 

responsibility over the coconut and other palm industries for the benefit of the coconut and palm oil farmers. The 

PHILCOA is under the supervision of the Office of the Cabinet Secretary. 

 

Exporters of coconut-based products are required to register with the PHILCOA. For corporations, the following 

documents are required to be submitted: (1) Properly accomplished and notarized Application for Registration; (2) 

Registration Certificate issued by the Securities and Exchange Commission (“SEC”); (3) Articles of Incorporation 

and By-Laws; (4) Municipal permit/license; and (5) License to Operate issued by the Bureau of Food and Drugs. 

 

The Consumer Act 

 

The Consumer Act (R.A. No. 7394) is principally enforced by the Department of Trade and Industry (“DTI”), and 

seek to (1) protect consumers against hazards to health and safety; (2) protect consumers against deceptive, unfair 

and unconscionable sales acts and practices; (3) provide information and education to facilitate sound choice and the 

proper exercise of rights by the consumer; (4) provide adequate rights and means of redress; and (5) involve 

consumer representatives in the formulation of social and economic policies. 

 

Furthermore, it regulates the following: (1) consumer product quality and safety; (2) the production, sale, 

distribution and advertisement of food, drugs, cosmetics and devices as well as substances hazardous to the 

consumer’s health and safety; (3) fair, honest consumer transactions and consumer protection against deceptive, 

unfair and unconscionable sales acts or practices; (4) practices relative to the use of weights and measures; (5) 

consumer product and safety warranties; (6) compulsory labeling and fair packaging; (7) liabilities for defective 

products and services; (8) consumer protection against misleading advertisements and fraudulent promotion 

practices; and (9) consumer credit transactions. Under the Consumer Act, it is prohibited to manufacture, import, 

export, sell, offer to sell, distribute and transfer food products that do not conform to applicable consumer product 

quality or safety standards. 

 

The Consumer Act establishes quality and safety standards with respect to the composition, contents, packaging, 

labeling and advertisement of products and prohibits the manufacture for sale, offer for sale, distribution, or 

importation of products which are not in conformity with applicable consumer product quality or safety standards 

promulgated under the law. 

 

Manufacturers, distributors, importers or repackers of consumer products are required to indicate in their labels or 

packaging a parallel translation in the English or Filipino language of the nature, quality, quantity and other relevant 

prescribed information or instructions of such consumer products in a manner that cannot be easily removed, 

detached or erased. In addition to the information required to be displayed in the principal and secondary panels, 

DTI Administrative Order No. 01-08 mandates that all consumer products sold in the Philippines, whether 

manufactured locally or imported shall indicate and specify the (a) country of manufacture; (b) required information 

of consumption duration safety; (c) warranty of the manufacturer; (d) weight content prior to packaging; (e) 

consumer complaint desk address; and (f) all other information necessary for giving effect to a consumer’s right to 

information. 

 

The DTI is tasked with implementing the Consumer Act with respect to labels and packaging of consumer products 

other than food products, and regulates product labeling, proper and correct description of goods, product labels with 

foreign characters/languages, data/information on product contents and origins and other similar matters. With 

respect to the packaging and repackaging of food products, such activities are regulated by the Department of Health 

(“DOH”) and the Food and Drug Administration (“FDA”). Establishments engaged in these activities are required to 

comply with, among others, the current guidelines promulgated by the DOH on good manufacturing practice in 

manufacturing, packing, repacking, or holding food. 

 

The law also prohibits the dissemination of any false, deceptive or misleading advertisement by Philippine mail or in 

commerce by print, radio, television, outdoor advertisement or other medium for the purpose of inducing or which is 

likely to induce directly or indirectly the purchase of consumer products or services. An advertisement shall be false, 



144 

 

deceptive or misleading if it is not in conformity with the provisions of the Consumer Act or if it is misleading in 

any material respect. In determining whether any advertisement is false, deceptive or misleading, there shall be 

taken into account, among other things, not only representations made or any combination thereof, but also the 

extent to which the advertisement fails to reveal material facts in the light of such representations, or materials with 

respect to consequences which may result from the use or application of consumer products or services to which the 

advertisement relates under the conditions prescribed in said advertisement, or under such conditions as are 

customary or usual. 

 

No person shall conduct any sales campaigns, including beauty contests, national in character, sponsored and 

promoted by manufacturing enterprises without first securing a permit from the DTI prior to the commencement 

thereof. A sales promotion which is intended for broad consumer participation and utilizes mass media shall indicate 

the duration, commencement and termination of the promotion, the deadline for submission of entries and the 

governing criteria or procedure to be followed therein. The winners in any sales promotion shall be determined at a 

definite time and place and shall be verified by a representative of the DTI and the sponsor. 

 

Violation of the Consumer Act shall warrant administrative penalties and/or imprisonment of not less than one (1) 

year but not more than five (5) years, or a fine of not less than Five Thousand Pesos (₱5,000.00) but not more than 

Ten Thousand Pesos (₱10,000.00) or both, at the discretion of the court. Should the offense be committed by a 

juridical person, the chairman of the board of directors, the president, general manager, or the partners and/or the 

persons directly responsible therefor shall be penalized. 

 

The Price Act 

 

The Price Act (R.A. 7581) provides for price controls for basic necessities and prime commodities in certain 

situations, pursuant to the policy of the government to ensure the availability of basic necessities and prime 

commodities at reasonable prices at all times without denying legitimate business a fair return on investment. Basic 

necessities include rice, corn, bread, fish, dried and canned fish and other marine products, fresh vegetables, pork, 

beef, poultry, milk, coffee and cooking oil, salt, laundry soap, detergents, firewood, charcoal, candles and drugs 

classified as essential by the DOH. Prime commodities include fresh fruits, flour, dried, processed and canned pork, 

beef and poultry meat, dairy products not falling under basic necessities, noodles, onions, garlic, vinegar, patis, soy 

sauce, toilet soap, fertilizer, pesticides, herbicides, poultry, swine and cattle feeds, paper, school supplies, electrical 

supplies, batteries, among others. 

 

Under the Price Act, the prices of basic commodities are automatically frozen at their prevailing prices or placed 

under automatic price control whenever: 

 

(1) That area is proclaimed or declared a disaster area or under a state of calamity; 

(2) That area is declared under an emergency; 

(3) The privilege of the writ of habeas corpus is suspended in that area; 

(4) That area is placed under martial law; or 

(5) That area is in a state of rebellion or war. 

 

If the prevailing price of any basic necessity is excessive or unreasonable, the implementing agency may 

recommend to the President the imposition of a price ceiling for the sale of the basic necessity at a price other than 

its prevailing price. 

 

Unless sooner lifted by the President, price control of basic necessities shall remain effective for the duration of the 

condition that brought it about, but not for more than sixty (60) days. 

 

The Price Act considers it unlawful for any person habitually engaged in the production, manufacture, importation, 

storage, transport, distribution, sale or other methods of disposition of goods to engage in price manipulation of any 

basic necessity or prime commodity through: 

 

(1) Hoarding, defined as the undue accumulation by a person or combination of persons of any basic 

commodity beyond his or their normal inventory levels or the unreasonable limitation or refusal to dispose 
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of, sell or distribute the stocks of any basic necessity of prime commodity to the general public or the 

unjustified taking out of any basic necessity or prime commodity from the channels of reproduction, trade, 

commerce and industry; 

(2) Profiteering, defined as the sale or offering for sale of any basic necessity or prime commodity at a price 

grossly in excess of its true worth; and 

(3) Cartels, defined as any combination of or agreement between two or more persons engaged in the 

production, manufacture, processing, storage, supply, distribution, marketing, sale or disposition of any 

basic necessity or prime commodity designed to artificially and unreasonably increase or manipulate its 

price. 

 

The Department of Agriculture (“DA”), DTI, Department of Environment and Natural Resources (“DENR”) and 

DOH are the implementing agencies responsible for the enforcement of the provisions of the Price Act. The 

implementing government agencies of the Price Act are granted the authority thereunder to issue suggested retail 

prices, whenever necessary, for certain basic necessities and/or prime commodities for the information and guidance 

of the concerned trade, industry and consumer sectors. 

 

The Foods, Drugs and Devices, and Cosmetics Act 

 

The Foods, Drugs and Devices, and Cosmetics Act, as amended by the FDA Act of 2009 (R.A. 3720, as amended) 

(“FDDC Act”), establishes standards and quality measures in relation to the manufacturing and branding of food 

products to ensure the safe supply thereof to and within the Philippines. The FDA is the governmental agency under 

the DOH tasked to implement and enforce the FDDC Act.  

 

The FDDC Act prohibits, among others, (i) the manufacture, importation, exportation, sale, offering for sale, 

distribution, transfer, non-consumer use, promotion, advertising, or sponsorship of food products which are 

adulterated or misbranded or which, although requiring registration pursuant to the FDDC Act, are not registered 

with the FDA; and (ii) the manufacture, importation, exportation, transfer or distribution of any food, cosmetic or 

household/urban hazardous substance by any natural or juridical person without the license to operate from the FDA 

required under the FDDC Act. Any person found in violation of any of the provisions of the FDDC Act shall be 

subject to administrative penalties or imprisonment or both. Furthermore, the FDA has the authority to seize such 

food products found in violation of the FDDC Act as well as ban, recall and withdraw any food product found to be 

grossly deceptive, unsafe, or injurious to the consuming public. 

 

The Food Safety Act 

 

The Food Safety Act (R.A. No. 10611) seeks to strengthen the food safety regulatory system in the country by 

principally delineating the mandates and responsibilities of the government agencies. The National Dairy Authority, 

National Meat Inspection Service, and Bureau of Fisheries and Aquatic Resources under the DA are the government 

agencies responsible for the development and enforcement of food safety standards and regulations in the primary 

production and post-harvest stages for milk, meats, and fish, respectively, while the FDA under the DOH is 

responsible for the safety of processed and pre-packaged foods. The Food Safety Act created the Food Safety 

Regulation Coordinating Board to monitor and coordinate the performance and implementation of the mandates of 

the government agencies under the law. 

  

Under the Food Safety Act, food business operators or those who undertake to carry out any of the stages of the food 

supply chain are held principally responsible in ensuring that their products satisfy the requirements of the law and 

that control systems are in place to prevent, eliminate, or reduce risks to consumers. Appropriate authorizations shall 

be developed and issued in the form of a permit, license and certificate of registration or compliance that would 

cover establishments, facilities engaged in production, post-harvest handling, processing, packing, holding or 

producing food for consumption in accordance with the mandated issuances of regulatory agencies issuing such 

authorizations. Special derogations shall be provided due to geographical location and after an assessment of risks, 

especially for micro, small and medium-sized food business operators and health products. Regular inspection of 

food business operators shall also be performed. 
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For the enforcement of the Food Safety Act, the food safety regulatory agencies are authorized to perform regular 

inspection of food business operators taking into consideration the compliance with mandatory safety standards; 

implementation of the Hazard Analysis at Critical Control Points or the science-based system that identifies, 

evaluates, and controls hazards for food safety at critical points; good manufacturing practices; and other 

requirements or regulations. It is prohibited to refuse access to pertinent records or entry of inspection officers of the 

food safety regulatory agencies. It is likewise prohibited, among others, to produce, handle, or manufacture for sale, 

offer for sale, distribute in commerce, or import any food or food product, which is banned or is not in conformity 

with applicable quality or safety standard. The commission of any of the prohibited acts under the Food Safety Act 

can result in imprisonment and/or a fine. 

 

FDA Rules and Regulations 

 

Consistent with the mandate to adopt and establish mechanisms and initiatives that are aimed to protect and promote 

the right to health of every Filipino, the FDA issued the Rules and Regulations on the Licensing of Food 

Establishments and Registration of Processed Food, which require all food establishments to obtain a License to 

Operate (“LTO”) from the FDA before they can validly engage in the manufacture, importation, exportation, sale, 

offer for sale, distribution, and transfer of food products in the Philippine market. An initial LTO is valid for a 

period of two (2) years, while a renewed license is valid for five (5) years. 

 

In addition to an LTO, the FDA also requires a Certificate of Product Registration (“CPR”) for processed food 

products before said products are distributed, supplied, sold or offered for sale or use in the market. A CPR covering 

a particular health product constitutes prima facie evidence of the registrant’s marketing authority for said health 

product in connection with the activities permitted pursuant to the registrant’s LTO. In case of initial registration, a 

CPR shall be valid for a minimum period of two (2) years to a maximum period of five (5) years. Any renewal 

thereafter shall be valid for five (5) years. 

 

The operation of a food business without the proper authorization from the FDA is prohibited and punishable with a 

fine. The closure of the establishment may also be imposed as a penalty upon a finding of a commission of a 

prohibited act. 

 

Rules on Notification of Sources of Raw Materials and Prepackaged Food Products  

 

In acknowledgement of the importance of the disclosure and declaration of sources of food products as mandated 

under the Food Safety Act, FDA Circular No. 007-16 requires food establishments to notify their sources of raw 

materials to be used in the manufacture of prepackaged processed food products and the sources of prepackaged 

processed food products, themselves, concurrent with the filing of CPR applications. 

 

Manufacturers of locally-manufactured products are required to submit a Notification Letter containing the list of 

new sources and their complete address, name and the complete address of the manufacturer (in cases when the 

source is not directly the manufacturer), and distributorship agreement or contract agreement, whichever is 

applicable, signed by the duly authorized representative of the establishment. 

 

For raw materials and low risk prepackaged processed food products, the requirement for notification is satisfied by 

attaching the scanned copies of the abovementioned documents through the Electronic Registration (E-registration) 

System during filing of product applications following the procedures as stipulated in FDA Circular No. 2014-029. 

 

For medium and high risk prepackaged processed food products, the requirement for notification is satisfied by 

submitting scanned copies of the abovementioned documents through the Public Assistance, Information and 

Receiving Unit during filing of product applications following the procedures as stipulated in FDA Circular No. 

2014-003. 

 

Rules on Labeling of Prepackaged Food Products  

 

DOH Administrative Order No. 0030-14 and its predecessor DOH Administrative Oder No. 88 B s. 1984, 

recognizing the increasing trade of prepackaged food in the country and product labeling as an effective national 
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food safety and control system, requires the labels of all prepackaged food to bear the following minimum 

mandatory information: 

 

(1) Product name/name of the food; 

(2) Use of brand name and/or trademark; 

(3) Complete list of ingredients;  

(4) Net contents and drained weight; 

(5) Name and address of manufacturer, repacker, packer, importer, trader and distributor; 

(6) Lot identification; 

(7) Storage condition; 

(8) Expiry or expiration date/use-by-date/consume before date (recommended last consumption date); 

(9) Food allergen information; 

(10) Direction/instructions for use; and 

(11) Nutrition facts/nutrition information/nutritive value. 

 

With respect to the disclosure of food allergen information, the following ingredients known to cause 

hypersensitivity shall always be declared: 

 

(1) Cereal containing gluten, i.e., wheat, rye, barley, oat, spelt or their hybridized strain and products of these; 

(2) Crustaceans and products of these; 

(3) Eggs and eggs products; 

(4) Fish and fish products; 

(5) Peanuts, soybeans and products of these; 

(6) Milk and milk products (lactose included); 

(7) Tree nut and nut products; 

(8) Sulphite in concentrations of 10mg/kg or more; 

(9) Such other ingredient as may be included by the FDA through appropriate issuance. 

 

Any of the following representations or suggestions whether directly or indirectly stated shall constitute misleading, 

deceptive, and untruthful declaration: 

 

(1) That the food, because of the presence or absence of certain dietary properties, is adequate or effective in 

the prevention, cure, mitigation or treatment of any disease or symptom of an illness; 

(2) That a balanced diet of ordinary foods cannot supply adequate amount of nutrients; 

(3) That the food has dietary properties when such properties are of no significant value or need in human 

nutrition; 

(4) That a synthetic vitamin in a food is superior to natural vitamin; 

(5) Claims which could give rise to doubt about the safety of similar food or which could arouse or exploit fear 

in the consumer; 

(6) Claims which highlight the absence or addition of any food additive or nutrient supplement, if the 

addition of such food additive or nutrient supplement is not permitted or prohibited; 

(7) Claims on the absence of beef or pork or its derivatives or lard or added alcohol are prohibited if the food 

does not contain such ingredient; 

(8) Claims on the absence of any substance when the food does not contain such ingredient; 

(9) Claims that a product is superior to any other existing product of the same kind that cannot be 

substantiated; 

(10) Claims stating that any given food will provide an adequate source of all essential nutrients, except in the 

case of well-defined products for which a Codex standard regulates such claims as admissible claims or 

where FDA have accepted, through an issuance, that the product to be an adequate source of all essential 

nutrients; 

(11) Claims as to the suitability of a food for use in the prevention, alleviation, treatment or cure of a disease, 

disorder or particular physiological condition unless they are: 

(a) In accordance with the provisions of Codex standards or guidelines for foods as developed by the 

Committee on Nutrition and Foods for Special Dietary Uses and follow the principles set forth in these 

guidelines; or 

(b) In the absence of an applicable Codex standard or guideline, permitted by FDA. 
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(12) Meaningless claims including incomplete comparatives and superlatives; 

(13) Claims as to good hygienic practice, such as "wholesome," "healthful," or "sound"; 

(14) Use of photographs and graphic representations: 

(a) Photographs of fruits, vegetables, poultry, fish, meat or eggs whether fresh or cooked, whole or sliced 

shall not appear on the label unless the product contains such materials or substances naturally derived 

from them. If flavoring substances have been added to boost or reinforce the natural flavor of a given 

material, the words "Flavor Added" or any statement to that effect shall appear conspicuously and in 

close proximity to the photograph; 

(b) Graphic representations used to depict the abovementioned materials (fruits, vegetables, etc.) are 

acceptable provided these do not vividly illustrate the actual appearance of such materials; 

(c) Pictures of food preparations or dishes may appear on the labels of products like sauce mixes or other 

similar food products that are used as ingredients for the preparation of such food/dishes provided the 

statement "Serving Suggestion" or any other statement of similar importance appear with the picture; 

(15) Use of names of places 

(a) Names of places may be used as part of the name of the product (a) if the product is produced in the 

place cited or (b) if the product contains the characterizing ingredients and/or prepared in exactly the 

same manner as the product identified with the said place. However, in the case of (b), if the place 

cited is in another country, it shall be qualified by the word "style" except when reference to the place 

is accepted as a generic term for that product; 

(b) Use of names of places as Brand Name is acceptable provided the presentation is not misleading, i.e., it 

does not appear as part of the name of the product; and 

(16) Such other analogous cases as determined by the FDA. 

 

Environmental Laws 

 

Philippine Environmental Impact Statement System 

 

Environmental Management Bureau (“EMB”) Memorandum Circular 005 s. 2014 defines an Environmental Impact 

Assessment (“EIA”) as the process that involves evaluating and predicting the likely impacts of a project (including 

cumulative impacts) on the environment during construction, commissioning, operation and abandonment. It also 

includes designing appropriate preventive, mitigating and enhancement measures addressing these consequences to 

protect the environment and the community’s welfare. The EIA is the government’s tool for sustainable 

development, the long-term objectives of which are to protect human health and to avoid irreversible changes and 

serious damage to the environment thereby safeguarding natural resources and ecosystems in the affected areas. 

 

The regulatory framework for the judicious use and protection of the country’s natural resources is embodied in the 

Philippine Environmental Impact Statement System (“PEISS”). Development projects that are classified by law as 

environmentally critical or projects within statutorily defined environmentally critical areas are required to obtain an 

Environmental Compliance Certificate (“ECC”) prior to their commencement. As a prerequisite for the issuance of 

an ECC, an environmentally critical project is required to submit an Environmental Impact Statement (“EIS”) to the 

EMB, while a project in an environmentally critical area is generally required to submit an Initial Environmental 

Examination (“IEE”) to the proper DENR regional office, without prejudice to the power of the DENR to require a 

more detailed EIS. The EIS refers to both the document and the environmental impact assessment of a project, 

including a discussion of direct and indirect consequences to human welfare and ecology as well as environmental 

integrity. The IEE refers to the document and the study describing the environmental impact, including mitigation 

and enhancement measures, for projects in environmentally critical areas. 

 

While the terms and conditions of an EIS or an IEE may vary from project to project, at a minimum, they contain all 

relevant information regarding the environmental effects of a project. The entire process of organization, 

administration and assessment of the effects of any project on the quality of the physical, biological and socio-

economic environment as well as the design of appropriate preventive, mitigating and enhancement measures is 

known as the EIS system. The EIS system successfully culminates in the issuance of an ECC. The ECC is a 

government certification that (i) the proposed project or undertaking will not cause a significant negative 

environmental impact; (ii) that the proponent has complied with all the requirements of the EIS system and; (iii) that 

the proponent is committed to implement its approved environmental management plan in the EIS or, if an IEE was 

required, that it will comply with the mitigation measures suggested therein. The ECC contains specific measures 
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and conditions that the project proponent must undertake before and during the operation of a project, and in some 

cases, during the abandonment phase of the project to mitigate identified environmental impact. 

 

Project proponents that prepare an EIS are required to establish an Environmental Guarantee Fund (“EGF”) when 

the ECC is issued to projects determined by the DENR to pose significant public risks to life, health, property and 

the environment. The EGF is intended to answer for damages caused by such projects as well as any rehabilitation 

and restoration measures. Project proponents that prepare an EIS are mandated to include a commitment to establish 

an Environmental Monitoring Fund (“EMF”) when an ECC is eventually issued. The EMF shall be used to support 

activities of a multi-partite monitoring team that will be organized to monitor compliance with the ECC and 

applicable laws, rules and regulations. 

 

In certain instances, the EMB may determine and issue a certification that a certain project is not covered by the EIS 

System and an ECC is not required. Consequently, a Certificate of Non-Coverage (“CNC”) may be issued in lieu of 

an ECC. 

 

The Ecological Solid Waste Management Act  

 

The Ecological Solid Waste Management Act of 2000 (R.A. No. 9003) provides for the proper management of solid 

waste which includes discarded commercial waste and non-hazardous institutional and industrial waste. The said 

law prohibits, among others, the transporting and dumping of collected solid wastes in areas other than prescribed 

centers and facilities. The National Solid Waste Management Commission, together with other government agencies 

and the different local government units, are responsible for the implementation and enforcement of the said law.  

 

Any violation of this law may be punishable by fine or imprisonment, or both, depending on the prohibited act 

committed. If the offense is committed by a corporation, the chief executive officer, president, general manager, 

managing partner or such other officer-in-charge shall be liable for the commission of the offense. 

 

The Code on Sanitation of the Philippines 

 

The Code on Sanitation of the Philippines (P.D. No. 856) (“Sanitation Code”) provides for sanitary and structural 

requirements in connection with the operation of certain establishments such as food establishments which include 

such places where food or drinks are manufactured, processed, stored, sold or served. Under the Sanitation Code, 

which is implemented by the DOH, food establishments are required to secure sanitary permits prior to operation, 

which shall be renewable on a yearly basis. 

 

Further, the Sanitation Code provides that no person shall be employed in any food establishment without a health 

certificate issued by the local health authority. This certificate will be issued only after the required physical and 

medical examinations are performed and immunizations are administered at prescribed intervals. The health 

certificate must be renewed every year or as often as required by local ordinance.  

 

Non-compliance with the provisions of the Sanitation Code may result in the revocation of the sanitary permit, 

which is a requisite for the operation of a food establishment. Moreover, a food establishment that employs a person 

without the appropriate health certificate may be punished by fine or imprisonment, or both. 

 

DENR Rules on Disposition of Hazardous Waste 

 

A waste generator or a person who generates or produces hazardous wastes through any institutional, commercial, 

industrial or trade activities must register online and pay the registration fee to the EMB Regional Office having 

jurisdiction over the location of the waste generator. Upon registration, the EMB shall issue a DENR identification 

number, which is generally a one-time permit unless there is a change in the hazardous wastes produced.  

 

Under DENR Administrative Order No. 2013-22, a duly registered waste generator must, among others: (a) 

designate a full-time Pollution Control Officer; (b) disclose to the DENR the type and quantity of waste generated; 

(c) implement proper waste management from the time the wastes are generated until they are rendered non-

hazardous; (d) continue to own and be responsible for the wastes generated in the premises until the wastes have 

been certified by an accredited waste treater as adequately treated, recycled, reprocessed, or disposed of; (e) adhere 
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to the hazardous waste transport manifest system when transporting hazardous wastes for offsite treatment, storage, 

and/or disposal; (f) prepare and submit to the DENR comprehensive emergency preparedness and response program 

to mitigate spills and accidents involving chemicals and hazardous wastes; (g) communicate to its employees the 

hazards posed by the improper handling, storage, transport, use and disposal of hazardous wastes and their 

containers; and (h) develop capability to implement the emergency preparedness and response programs and 

continually train core personnel on the effective implementation of such programs.  

 

Failure to comply with DENR Administrative Order No. 2013-22 shall make the violator liable for a fine of Fifty 

Thousand Pesos (₱50,000.00). In addition to such penalty, a violation of any of its Governing Rules or rules 

covering the Contingency Program shall result in the immediate suspension of the permit.  

 

DENR Rules against Air Pollution 

 

DENR Administrative Order No. 2000-81, as amended by DENR Administrative Order No. 2004-26, requires a 

Permit to Operate for each source emitting regulated air pollutants, which shall be issued by the EMB. The permittee 

shall display the permit upon the installation itself in such manner as to be clearly visible and accessible at all times. 

In the event that the permit cannot be so placed, it shall be mounted in an accessible and visible place near the 

installation covered by the permit.  

 

The Permit to Operate is valid for five (5) years from the date of issuance, unless sooner suspended or revoked. It 

may be renewed by filing an application for renewal at least thirty (30) days before its expiration date and upon 

payment of the required fees and compliance with requirements.  

 

Moreover, under DENR Administrative Order No. 2014-02, the managing heads of establishments required to have 

pollution control officers must apply for accreditation of their appointed/designated Pollution Control Officer at the 

concerned EMB Regional Office within fifteen (15) days from the date of appointment/designation. 

 

The Philippine Clean Water Act  

 

The Philippine Clean Water Act of 2004 (R.A. No. 9275) prohibits the discharge of material of any kind into water 

bodies, which shall cause pollution or impede natural flow of water, discharge of substance into soil or sub-soil 

which would pollute groundwater, operating facilities that discharge regulated water pollutants without valid 

permits, and other related acts. The Clean Water Act also regulates the discharge of effluents on land.  

 

Pursuant to this law, all industries that discharge in any manner wastewater into Philippine waters and/or land are 

required to secure a wastewater discharge permit from the EMB. This permit is valid for five (5) years and 

renewable for five (5)-year periods. 

 

Labor Laws 

 

The Philippine Labor Code and other statutory enactments provide the minimum benefits that employers must grant 

to their employees, which include certain social security benefits, such as benefits mandated by the Social Security 

Act of 1997 (R.A. No. 8282), the National Health Insurance Act of 1995 (R.A. No. 7875), as amended, and the 

Home Development Fund Law of 2009 (R.A. No. 9679). 

 

Social Security Act 

 

Under the Social Security Act of 2018, social security coverage is compulsory for all employees not over sixty (60) 

years of age. An employer has the duty to report to the Social Security System (“SSS”) the names, ages, civil status, 

occupations, salaries and dependents of its employees who are subject to compulsory coverage, and to pay and remit 

their monthly contributions. This enables the employees or their dependents to claim their pension, death benefits, 

permanent disability benefits, funeral benefits, sickness benefits and maternity-leave benefits. The failure of the 

employer to comply with any of its obligations may lead to sanctions, including the impositions of a fine of not less 

than Five Thousand Pesos (P5,000.00) nor more than Twenty Thousand Pesos (P20,000.00), or imprisonment for 

not less than six (6) years and one (1) day nor more than twelve (12) years, or both, at the discretion of the court. 

The erring employer will also be liable to the SSS for damages equivalent to the benefits to which the employee 
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would have been entitled had his name been reported on time to the SSS and for the corresponding contributions and 

penalties thereon. 

 

National Health Insurance Act 

 

The National Health Insurance Act created the National Health Insurance Program (“NHIP”) to provide health 

insurance coverage and ensure affordable and accessible health care services to all Filipino citizens. Under the law, 

all members of the SSS are automatically members of the NHIP. An employer is required to deduct and withhold the 

contributions from its employee’s salary, wage or earnings, make a counterpart contribution for the employee, and 

remit both amounts to the Philippine Health Insurance Corporation (“PhilHealth”), the agency which administers the 

NHIP. The NHIP will then subsidize personal health services required by the employee subject to certain terms and 

conditions under the law. An employer who fails or refuses to register its employees, regardless of their employment 

status, or to deduct contributions from its employees’ compensation or remit the same shall be punished with a fine 

of not less than Five Thousand Pesos (₱5,000.00) multiplied by the total number of employees. 

 

Home Development Fund Law 

 

The Home Development Fund Law or the Pag-IBIG Fund Law, created the Home Development Mutual Fund 

("HDMF"), a national savings program as well as a fund to provide for affordable shelter financing to Filipino 

workers. Coverage under the HDMF is compulsory for all SSS members and their employers. Under the law, an 

employer must deduct and withhold a percentage of the employee's monthly compensation and likewise make a 

counterpart contribution and remit the contributions to the HDMF. Refusal of an employer to comply, without any 

lawful cause or with fraudulent intent, particularly with respect to registration of employees as well as collection and 

remittance of contributions, is punishable by a fine of not less but not more than twice the amount involved, or 

imprisonment of not more than six (6) years, or both such fine and imprisonment. When the offender is a 

corporation, the penalty will be imposed upon the members of the governing board and the president or general 

manager, without prejudice to the prosecution of related offenses under the Revised Penal Code and other laws, 

revocation and denial of operating rights and privileges in the Philippines and deportation when the offender is a 

foreigner.  

 

Labor Code Provision on Retirement Pay 

 

The Philippine Labor Code provides that, in the absence of a retirement plan provided by their employers, private-

sector employees who have reached sixty (60) years of age or more, but not beyond sixty-five (65) years of age, the 

compulsory retirement age for private-sector employees without a retirement plan, and who have rendered at least 

five years of service in an establishment, may retire and receive a minimum retirement pay equivalent to one-half 

month's salary for every year of service, with a fraction of at least six months being considered as one whole year. 

For the purpose of computing the retirement pay, "one-half month's salary" shall include all of the following: fifteen 

(15) days salary based on the latest salary rate; in addition, one-twelfth (1/12) of the thirteenth month pay and the 

cash equivalent of five (5) days of service incentive leave pay. Other benefits may be included in the computation of 

the retirement pay upon agreement of the employer and the employee or if provided in a collective bargaining 

agreement. 

 

The Company has a formal non-contributory and unfunded defined benefit plan.  The Company is in the process of 

setting-up a separate Retirement Fund and has formed “Axelum Resources Corp. Retirement Plan” (Plan).  As part 

of its formation, the Plan subscribed to the common stock of the Company sourced from borrowed funds.  Currently, 

this is the only asset of the Retirement Plan. 

 

DOLE Rules on Contracting and Subcontracting 

 

The Labor Code recognizes subcontracting arrangements, whereby a principal puts out or farms out with a 

contractor the performance or completion of a specific job, work or service within a definite or predetermined 

period, regardless of whether such job, work or service is to be performed or completed within or outside the 

premises of the principal. Such arrangements involve a "trilateral relationship" among: (i) the principal who decides 

to farm out a job, work or service to a contractor; (ii) the contractor who has the capacity to independently undertake 
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the performance of the job, work, or service; and (iii) the contractual workers engaged by the contractor to 

accomplish the job, work, or service. 

 

On March 16, 2017, the Department of Labor and Employment (“DOLE”) issued DOLE Department Order No. 

174-17 or Rules Implementing Articles 106 to 109 of the Labor Code, As Amended, under the principle that non-

permissible forms of contracting and subcontracting arrangements undermine the constitutional and statutory right to 

security of tenure of workers. Department Order No 174-17 empowered the Secretary of Labor and Employment to 

regulate contracting and subcontracting arrangement by absolutely prohibiting labor-only contracting, and restricting 

job contracting allowed under the provisions of the Labor Code. Labor-only contracting refers to arrangement where 

the contractor or subcontractor merely recruits, supplies or places workers to perform a job or work for a principal, 

and the contractor or subcontractor does not have substantial capital, or the contractor or subcontractor does not 

exercise the right to control over the performance of the work of the employee. Department Order No. 174-17 

expressly requires the registration of contractors with the Regional Office of the DOLE where it principally 

operates, without which, a presumption that the contractor is engaged in labor-only contracting arises. 

 

Department Order No 174-17 provides that, in the event that there is a finding that the contractor or subcontractor is 

engaged in labor-only contracting and other illicit forms of employment arrangements, the principal shall be deemed 

the direct employer of the contractor's or subcontractor's employees. Further, in the event of violation of any 

provision of the Labor Code, including the failure to pay wages, there exists a solidary liability on the part of the 

principal and the contractor for purposes of enforcing the provisions of the Labor Code and other social legislations, 

to the extent of the work performed under the employment contract. 

 

In July 2019, President Duterte vetoed the Security of Tenure Bill which would prevent employers from firing their 

workers for just cause. 

DOLE Mandated Work-Related Programs 

 

Under the Comprehensive Dangerous Drugs Act, a national drug abuse prevention program implemented by the 

DOLE must be adopted by private companies with ten (10) or more employees. For this purpose, employers must 

adopt and establish company policies and programs against drug use in the workplace in close consultation and 

coordination with the DOLE, labor and employer organizations, human resource development managers and other 

such private sector organizations. DOLE Department Order No. 053-03 sets out the guidelines for the 

implementation of Drug-Free Workplace policies and programs for the private sector.   

 

The employer or the head of the work-related, educational or training environment or institution, also has the duty to 

prevent or deter the commission of acts of sexual harassment and to provide the procedures for the resolution, 

settlement or prosecution of such cases. Under the Anti-Sexual Harassment Act, the employer will be solidarily 

liable for damages arising from the acts of sexual harassment committed in the workplace if the employer is 

informed of such acts by the offended party and no immediate action is taken. Notwithstanding this, the victim of 

sexual harassment is not precluded from instituting a separate and independent action for damages and other 

affirmative relief. Any person who violates the provisions of this law shall, upon conviction, be penalized by 

imprisonment of not less than one (1) month nor more than (6) six months, or a fine of not less than Ten Thousand 

Pesos (₱10,000) nor more than Twenty Thousand Pesos (₱20,000), or both such fine and imprisonment, at the 

discretion of the court. Any action arising from the violation of the provisions of this law shall prescribe in three (3) 

years. 

 

Moreover, Department Order No. 102-10 requires all private workplaces to have a policy on HIV and AIDS and to 

implement a workplace program in accordance with the Philippines AIDS Prevention and Control Act. The 

workplace policies aim to manage sensitive issues, such as confidentiality of medical information and continuation 

of employment for HIV-positive staff, and to avoid the discrimination of any employee due to HIV/AIDS. Any 

HIV/AIDS-related information of workers should be kept strictly confidential and kept only on medical files, 

whereby access to it is strictly limited to medical personnel. 

 

All private workplaces are also required to establish policies and programs on solo parenting, Hepatitis B, and 

tuberculosis prevention and control. 
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The Philippine Cooperative Code 

 

The Philippine Cooperative Code of 2008 (R.A. 9520) defines a cooperative as an autonomous and duly registered 

association of persons, with a common bond of interest, who have voluntarily joined together to achieve their social, 

economic and cultural needs and aspirations by making equitable contributions to the capital required, patronizing 

their products and services and accepting a fair share of the risks and benefits of the undertaking in accordance with 

universally accepted cooperative principles. 

 

The highest policy-making body in a cooperative is the general assembly, which is composed of its full membership. 

There is a limit on share capital holdings as no member shall own or hold more than ten percent (10%) of the share 

capital of the cooperative. 

 

Cooperatives also enjoy various benefits and privileges under R.A. 9520, especially in the area of taxation. 

Cooperatives which transact only with members shall not be subject to any taxes and fees imposed under the internal 

revenue laws and other tax laws. Cooperatives transacting with non-members enjoy benefits such as exemption from 

national, city, provincial, municipal or barangay taxes, customs duties, advance sales or compensating taxes on 

imports; exemption from value-added tax; and exemption from all other taxes, with certain exceptions. 

 

Cooperatives are regulated by the Cooperative Development Authority (“CDA”). 

 

Local Government Code  

 

The Local Government Code (“LGC”) establishes the system and powers of provincial, city, municipal, and 

barangay governments in the country. The LGC general welfare clause states that every local government unit 

(“LGU”) shall exercise the powers expressly granted, those necessarily implied, as well as powers necessary, 

appropriate, or incidental for its efficient and effective governance, and those which are essential to the promotion of 

the general welfare.  

 

LGUs exercise police power through their respective legislative bodies. Specifically, the LGU, though its legislative 

body, has the authority to enact such ordinances as it may deem necessary and proper for sanitation and safety, the 

furtherance of the prosperity, and the promotion of the morality, peace, good order, comfort, convenience, and 

general welfare of the locality and its inhabitants. Ordinances can reclassify land, order the closure of business 

establishments, and require permits and licenses from businesses operating within the territorial jurisdiction of the 

LGU.  

 

An ordinance may be repealed by a subsequent ordinance expressly repealing or declaring it as invalid. An 

ordinance may also be repealed by implication by a subsequent ordinance that is inconsistent or contrary, in whole 

or in part, to the previous ordinance. Under the LGC, the Sangguniang Panlalawigan (provincial council) has the 

power to review ordinances passed by a city or municipality council and can declare ordinances invalid, in whole or 

in part, if it finds that the lower council exceeded its authority in enacting the ordinance.  

 

Intellectual Property Code 

 

Under the Intellectual Property Code of the Philippines, the rights to a trademark are acquired through the 

registration with the Bureau of Trademarks of the Intellectual Property Office, which is the principal government 

agency involved in the registration of brand names, trademarks, patents and other registrable intellectual property 

materials. 

 

Upon registration, the Intellectual Property Office shall issue a certificate of registration to the owner of the mark, 

which shall confer the right to prevent all third parties not having the owner’s consent from using in the course of 

trade identical or similar signs or containers for goods or services which are identical or similar to those in respect of 

which the mark is registered. The said certificate of registration shall also serve as prima facie evidence of the 

validity of registration and the registrant’s ownership of the mark. A certificate of registration shall remain in force 

for an initial period of ten (10) years and may be renewed for periods of ten (10) years at its expiration. 
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We retain legal counsel to ensure our continued compliance with applicable laws and regulations affecting our 

operations. We have secured, applied for, or are in the process of applying or renewing all material permits and 

licenses required to conduct our business. We expect to obtain these permits and licenses in the ordinary course.  

 

Revised Corporation Code 

 

On 20 February 2019, President Rodrigo R. Duterte signed into law the Revised Corporation Code of the Philippines 

(R.A. No. 11232) (“RCC”), which amended certain provisions of the old Corporation Code. The RCC took effect on 

23 February 2019. According to Senator Franklin M. Drilon, the principal sponsor and author of the RCC, the RCC 

provides key reforms in four areas of corporate governance, namely: improving the ease of business in the country, 

prioritizing corporate and stockholder protection, instilling corporate and civic responsibility, and strengthening the 

country's policy and regulatory corporate framework.  

 

The RCC now grants perpetual existence to new corporations unless the articles of incorporation provide otherwise. 

Corporations existing prior to the effectivity of the RCC shall also have perpetual existence unless the corporation, 

upon a vote of its stockholders representing a majority of the outstanding capital stock, notifies the SEC that it 

decides to retain its specific corporate term as specified in its articles of incorporation. 

 

The RCC introduces a new kind of corporation called a “one person corporation” (“OPC”) which can be formed by 

a single stockholder who must be either a natural person, a trust or an estate. A corporation cannot form an OPC.  

 

The RCC also introduced several changes to the management and administration of corporations. Such changes will 

require the amendment of the existing by-laws of the corporation, if such by-laws contain any contrary provision.  

 

Existing corporations affected by the provisions of the RCC are given a period of two (2) years from its effectivity 

or until 23 February 2021 within which to comply with its requirements. 

 

The Philippine Competition Act 

 

The Philippine Competition Act (R.A. No. 10667) (“PCA”) was signed into law on July 21, 2015 and took effect on 

August 8, 2015. This is the first anti-trust statute in the Philippines, which provides the competition framework in 

the country. The PCA was enacted to enhance economic efficiency and promote free and fair competition in trade, 

industry and all commercial economic activities. To implement its objectives, the PCA provides for the creation of 

the Philippine Competition Commission (“PCC”), an independent quasi-judicial agency with five commissioners. 

Among its powers are to conduct investigations, issue subpoenas, conduct administrative proceedings, and impose 

administrative fines and penalties. To conduct a search and seizure, however, the PCC must still apply for a warrant 

with the relevant court. 

 

The PCA prohibits and imposes sanctions on: (a) anti-competitive agreements between or among competitions, (b) 

mergers and acquisitions which have the object or effect of substantially preventing, restricting or lessening 

competition, and (c) practices which are regarded as abuse of dominant position, by engaging in conduct that would 

substantially prevent, restrict or lessen competition, such as selling goods or services below cost to drive out 

competition, imposing barriers to entry or prevent competitors from growing, and setting prices or terms that 

discriminate unreasonably between customers or sellers or the same goods, subject to certain exceptions. 

On June 3, 2016, the PCC issued the implementing rules and regulations of the PCA (“PCA IRR”). Under the IRR, 

as a general rule, parties to a merger or acquisition are required to provide notification when:  (a) the aggregate 

annual gross revenues in, into or from the Philippines, or value of the assets in the Philippines of the ultimate parent 

entity of the acquiring or the acquired entities exceed One Billion Pesos (₱1,000,000,000.00); and (b) the value of 

the transaction exceeds One Billion Pesos (₱1,000,000,000.00), as determined in the IRR; while parties to a joint 

venture transaction shall be subject to the notification requirement if either (a) the aggregate value of the assets that 

will be combined in the Philippines or contributed into the proposed joint venture exceeds One Billion Pesos 

(₱1,000,000,000.00), or (b) the gross revenues generated in the Philippines by assets to be combined in the 

Philippines or contributed into the proposed joint venture exceed One Billion Pesos (₱1,000,000,000.00).   
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On March 10, 2018, the PCC issued Memorandum Circular No. 1-001 (“MC No. 18-001”) to amend Section 3, Rule 

4 of the IRR to increase the initial thresholds.  Under MC No. 18-001, parties to a merger or acquisition are required 

to provide notification when:  (a) the aggregate annual gross revenues in, into or from the Philippines, or value of 

the assets in the Philippines of the ultimate parent entity of at least one of the acquiring or acquired entities, 

including that of all entities that the ultimate parent entity controls, directly or indirectly, exceed Five Billion Pesos 

(₱5,000,000,000.00); and (b) the value of the transaction exceeds Two Billion Pesos (₱2,000,000,000.00), as 

determined in the IRR; while parties to a joint venture transaction shall be subject to the notification requirement if 

either (a) the aggregate value of the assets will be combined in the Philippines or contributed into the proposed joint 

venture exceeds Two Billion Pesos (₱2,000,000,000.00); or (b) the gross revenues generated in the Philippines by 

assets to be combined in the Philippines or contributed into the proposed joint venture exceed Two Billion Pesos 

(₱2,000,000,000.00).  As provided in MC No. 18-001, the thresholds shall be automatically adjusted commencing 

on March 1, 2019 and on March 1st of every succeeding year, using as index the Philippine Statistics Authority’s 

official estimate of the nominal gross domestic product growth of the previous calendar year rounded up to the 

nearest hundred million.  The revised thresholds, however, shall not apply to mergers or acquisitions pending review 

by the PCC; notifiable transactions consummated before the effectivity of the memorandum circular; and 

transactions already subject of a decision by the PCC.  

PCC Advisory 2019-001 further adjusted the thresholds such that effective March 1, 2019, parties to a merger or 

acquisition are required to provide notification when: (a) the aggregate annual gross revenues in, into or from the 

Philippines, or value of the assets in the Philippines of the ultimate parent entity of at least one of the acquiring or 

acquired entities, including that of all entities that the ultimate parent entity controls, directly or indirectly, exceed 

Five Billion Six Hundred Million Pesos (₱5,600,000,000.00); and (b) the value of the transaction exceeds Two 

Billion Two Hundred Million Pesos (₱2,200,000,000.00), as determined in the PCA IRR; while parties to a joint 

venture transaction shall be subject to the notification requirement if either (a) the aggregate value of the assets will 

be combined in the Philippines or contributed into the proposed joint venture exceeds Two Billion Two Hundred 

Million Pesos (₱2,200,000,000.00); or (b) the gross revenues generated in the Philippines by assets to be combined 

in the Philippines or contributed into the proposed joint venture exceed Two Billion Two Hundred Million Pesos 

(₱2,200,000,000.00).   

Violations of the PCA and the PCA IRR have severe consequences. Under the PCA and the PCA IRR, a transaction 

that meets the thresholds and does not comply with the notification requirements and waiting periods shall be 

considered void and will subject the parties to an administrative fine of one percent (1%) to five percent (5%) of the 

value of the transaction. Criminal penalties for entities that enter into anti-competitive agreements, as defined, 

include: (a) a fine of not less than Fifty Million Pesos (₱50,000,000.00) but not more than Two Hundred Fifty 

Million Pesos (₱250,000,000.00); and (b) imprisonment for two (2) to seven (7) years for directors and management 

personnel who knowingly and willfully participate in such criminal offenses.  Administrative fines of One Hundred 

Million Pesos (₱100,000,000.00) to Two Hundred Fifty Million Pesos (₱250,000,000.00) may be imposed on 

entities found violating prohibitions against anti-competitive agreements and abuse of dominant position.  Treble 

damages may be imposed by the PCC or the courts, as the case may be, where the violation involves the trade or 

movement of basic necessities and prime commodities. 

On September 15, 2017, the PCC published the Rules of Procedure (“PCC Rules of Procedure”) which apply to 

investigations, hearings, and proceedings of the PCC, except to matters involving mergers and acquisitions unless 

otherwise provided. It prescribes procedures for fact-finding or preliminary inquiry and full administrative 

investigations by the PCC. The PCC Rules of Procedure also include non-adversarial remedies such as the issuance 

of binding rulings, show cause orders, and consent orders. 

On November 23, 2017, the PCC published the 2017 Rules on Merger Procedure (“PCC Merger Rules”) which 

provide the procedure for the review or investigation of mergers and acquisition pursuant to the IRR. The PCC 

Merger Rules provide, among others, that parties to a merger that meets the thresholds in Section 3 of Rule 4 of the 

IRR are required to notify the PCC within thirty (30) days from the signing of definitive agreements relating to the 

notifiable merger. 
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Data Privacy Act 

 

The Data Privacy Act of 2012 (R.A. No. 10173) (“DPA”), was signed into law on August 15, 2012, to govern the 

processing of all types of personal information (i.e., personal, sensitive, and privileged information) in the hands of 

the government or private natural or juridical person through the use of Information and Communications System 

(“ICT”), which refers to a system for generating, sending, receiving, storing or otherwise processing electronic data 

messages or electronic documents and includes the computer system or other similar device by or which data is 

recorded, transmitted or stored and any procedure related to the recording, transmission or storage of electronic data, 

electronic message, or electronic document. It mandated the creation of a National Privacy Commission, which shall 

administer and implement the provisions of the Data Privacy Act and ensure compliance of the Philippines with 

international standards set for data protection. The Philippines recognizes the need to protect the fundamental human 

right of privacy and of communication, while ensuring free flow of information to promote innovation and growth.  

It also identifies the vital role of information and communications technology in nation building and its inherent 

obligation to ensure that personal information in ICT in the government and in the private sector are secured and 

protected. 

The DPA seeks to protect the confidentiality of “personal information”, which is defined as “any information, 

whether recorded in material form or not, from which the identity of an individual is apparent or can be reasonably 

and directly ascertained by the entity holding the information, or when put together with other information would 

directly and certainly identify an individual.” The law provides for certain rights of a data subject or an individual 

whose personal information is being processed. The law imposes certain obligations on “personal information 

controllers” and “personal information processors”. It also provides for penal and monetary sanctions for violations 

of its provisions. 

Omnibus Investments Code 

 

The Omnibus Investment Code (Executive Order No. 226) provides incentives,  fiscal  and  non-fiscal,  to  preferred   

areas   of   investments,   pioneer   or   non-pioneer,   export   production   as   well   as   rehabilitation  or  expansion  

of  existing  operations.  Pioneer  enterprises  are  registered  enterprises  engaged  in  the  manufacture  and  

processing  of  products  or  raw  materials  that  are  not  yet  produced  in  the  Philippines  in  large  volume.  It  

also  involves  the  design,  formula  or  system  applied  as  well  as  agricultural,  forestry  and  mining  activities,  

the  services  and  energy  sectors.  Non-pioneer  enterprises  refer  to  all  registered  producer  enterprises  not  

included  in  the  pioneer  enterprise list. These preferred areas of investment are designated in the Investment 

Priorities Plan (IPP) periodically issued by the Board of Investments (“BOI”), a government agency created under 

the Omnibus Investments Code, which is attached to the DTI.  

 

Qualified projects, depending  on  their  category,  are  granted  certain incentives,  including:   

(1) income  tax  holidays from commercial operations (six (6) years for pioneer firms and four (4) years for 

non-pioneer firms);  

(2) additional deduction for labor expense for the first five (5) years from registration of 50% of the wages 

corresponding to increment in number of direct labor;  

(3) tax and duty exemption on imported capital equipment;  

(4) tax credit on domestic capital equipment;  

(5) exemption from contractor’s tax; 

(6) simplification of customs procedure;  

(7) unrestricted use of consigned equipment; 

(8) employment of foreign nationals;  

(9) tax credit for taxes and duties on raw materials; 

(10) tax and duties exemption on imported spare parts; and 

(11) exemption from wharfage dues and any export tax, duty, impost and fee. 

 

Investors in such qualified projects are assured investment repatriation, earnings remittance both at original currency 

of investment and at the exchange rate prevailing at time of repatriation or remittance, and freedom from 

expropriation and requisition of investment.  
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BOARD OF DIRECTORS AND SENIOR MANAGEMENT 

 

 

The overall management and supervision of the Company is undertaken by the Board. The Company’s executive 

officers and management team cooperate with the Board by preparing appropriate information and documents 

concerning the Company’s business operations, financial condition and results of operations for its review. 

 

The Directors of the Company were elected by the stockholders of the Company to hold office until the next 

succeeding annual meeting of the stockholders and until the respective successors have been elected and qualified. 

 

Name Age Nationality Position 

Romeo I. Chan 70 Filipino Chairman and Chief Executive Officer 

Henry J. Raperoga 60 Filipino President and Chief Operating Officer 

Ricardo C. Lopa, Jr. 63 Filipino Director  

Jason Rosenblatt 43 American Director  

Jose Armando R. Nañawa 73 Filipino Senior Vice President 

Paul Rene Z. Tayag 68 Filipino Senior Vice President and Compliance Officer 

Laurito E. Serrano 59 Filipino Lead Independent Director  

Rosemarie P. Rafael 62 Filipino Independent Director  

Raymundo N. Suarez 56 Filipino Independent Director  

Preciosa D. Castillo 65 Filipino Corporate Secretary 

Maria Theresa Z. Paguirigan 38 Filipino Treasurer/CFO/Assistant Corporate Secretary 

Karilagan Imelda Z. Gorospe 53 Filipino Assistant Vice President/ Investor Relations 

Officer 

Macario R. Pelaez 50 Filipino Operations Manager- Medina Plant 

Eleonor Brigino-Maglaqui 51 Filipino Accounting Manager 

 

The following is a brief profile of the Company’s Directors and Officers updated as of the date of this Prospectus 

and such information covers the past five years. 

 

Romeo I. Chan is the Chairman and Chief Executive Officer of the Company since 2015 and is one of the founding 

members of the Company. He is concurrently the Chairman and CEO of Fiesta Group of Companies, Ginoog 

Medina Development Corporation, Cocorich Food Corporation, Medina Development Foundation, Chairman of 

1052 Tradehouse Inc., 888 TradeAll Inc., Allcoco Development Corp., Buco Corporation, Coco Derivatives Inc. 

Fiesta Brands Inc., Fresh Fruit Ingredients Inc., Muenster Ingredients Mfg. Inc., President of Magis Labtek Center 

Inc., Metro Properties Inc., Coco Deuce Holdings, Inc., APO 315 Holdings Inc., Eschimox Holdings Inc., SAB-PHP 

Holdings Inc., Executive Director of Philippine Tennis Academy Foundation, Director of Metro Properties, Inc., 

Theol Holdings, Inc. Tufnell Park Holdings, Inc. Greenridge East Holdings, Inc. Gratia Favor Holdings, Inc., and 

Blissful Cherubims Holdings, Inc. Mr. Chan has been the Chairman of First International Diversified Manpower 

Services Inc. in 1992. He was also the Managing Director of the Saudi Bautechnik in 1985 at Riyadh Kingdom of 

Saudi Arabia. He also held various positions in Hitachi Union Inc. from Training Officer in 1973 up to Sales 

Director in 1979. Mr. Chan obtained his Bachelor of Arts Major in Behavioral Science, with Cum Laude and 

Department Honors Awardee from Ateneo de Manila University in 1970.  

 

Henry J. Raperoga is the President and Chief Operating Officer since 2015. He is one of the founding members of 

the Company. He is also the President and Director of Allcoco Development Corp, President of 1052 Tradehouse 

Inc., 888 TradeAll Inc., Blissful Cherubims Holdings Inc., Buco Corporation, Coco Derivatives Inc., Fiesta Brands 

Inc.. Fresh Fruit Ingredients Inc., Gratia Favor Holding Inc., Muenster Ingredients Mfg. Inc., Theol Holdings, Inc. 

Concurrently, he holds various position as Senior Vice President and Treasurer in SAB-PHP Holdings, Inc., Vice 

President and Treasurer in Metro Properties, Inc., Director in RedV Foods Corp., Fiesta Ingredients Australia Pty. 

Ltd., Coco Deuce Holdings, Inc. Medina Holdings, Inc. Tufnell Park Holdings Inc., Treasurer in APO 315 Holdings 

Inc., Golden Bracelets Holdings, Inc., Greenridge East Holdings, Inc., Lismarth Holdings Corp., Magis Labtek 

Center Inc. (formerly known as Axelum Laboratories Inc.). He is also a Committee Chairman for Professional 

Development in the Association of CPAs in Commerce and Industry. Prior to his involvement in the Company, Mr. 

Raperoga was previously the Accounting Manager in Service Systems International Inc. – Saudi Arabia in 1985 and 
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Auditor at SyCip Gorrez Velayo & Co. in 1982. Also, he is currently completing his Master’s Degree in Business 

Management from Ateneo De Manila Graduate School of Business. He earned his Bachelor of Science in 

Commerce major in Accounting from Polytechnic University of the Philippines in 1980. He is a Certified Public 

Accountant. 

 

Ricardo C. Lopa, Jr. is a Director of the Company since 2015. He is also the President of Monkey Eagle Brewery 

and Playa Asya Travel Group, Inc. and a Director of Primegates Property, Inc. He was previously the General 

Manager in Asya Resorts from 2005 to 2013 and Farm Manager in Hacienda Luisita Incorporated from 1980 to 

2005. Mr. Lopa earned his AB Interdisciplinary Studies from Ateneo de Manila University in 1978. 

 

Jason Rosenblatt is a Director of the Company since 2017. He is also a Director at Crescent Fund Management Pte. 

Ltd. He was a former Partner at Laurasia Capital Management in 2012. He also served as Managing Director in 

Standard Bank, now known as ICBC Standard Bank and was head of Principal Strategies at DKR Oasis in 2010. Mr. 

Rosenblatt completed his Master’s in Business Administration at University of Chicago in 2001 and Bachelor of 

Arts in Economics at Duke University in 1998. 

 

Jose Armando R. Nañawa is the Senior Vice President of the Company since 2015. He is one of the founding 

members of the Company. He is also the President of Red V Foods Corp. Prior to his involvement with the 

Company, he was previously the Export Division Manager of Smith Bell & Co. Inc., Vice President and General 

Manager of Bell Hobart Welding Products, Inc. and Industrial Engineering Manager in Procter & Gamble, Inc. Mr. 

Nañawa earned his Master’s in Business Administration in Ateneo de Manila University in [year] and his Bachelor 

of Science in Electrical Engineering in University of Santo Tomas. 

 

Paul Rene Z. Tayag is the Senior Vice President and Compliance Officer of the Company since 2015. 

Concurrently, he is also the Vice President of Fiesta Equities Inc., Director of Red V Foods Corp., Fiesta Ingredients 

Australia, Pty. Ltd. and Fiesta Ingredients España. He is one of the founding members of the Company who started 

the Fiesta Brands in 1986. Mr. Tayag was affiliated with Smith Bell & Co., Inc. in 1977 and Montilla Manufacturing 

Corporation in 1975, prior to his involvement in the Company. In addition, he was a former Faculty Member of UP 

College of Engineering & Operations Research and UP College of Business Administration in 1974. Mr. Tayag 

obtained his Master in Business Administration and Bachelor of Science in Industrial Engineering both in University 

of the Philippines - Diliman in 1979 and 1971, respectively. 

 

Laurito E. Serrano is an Independent Director of the Company since 2017. Aside from the Company, he is also an 

Independent Director of 2GO Group, Inc., Rizal Commercial Banking Corporation, Atlas Consolidated Mining and 

Development Corporation, Pacific Online Systems Corporation, and APC Group, Inc. and Director of MRT 

Development Corporation. He was a Director in Philippine Veterans Bank, Inc. from 2012-2018 and Fil-Estate 

Group of Companies. He was also a previous President and Director of Sagittarius Mining Corporation. He was a 

former Partner of SyCip Gorres & Velayo Co. Corporate Finance Consulting Group from 1997-1997. He obtained 

his Master in Business Administration at Harvard Graduate School of Business in 1988. He graduated from 

Polytechnic University of the Philippines with Bachelor of Science in Commerce Major in Accounting. He is also a 

Certified Public Accountant and achieved Top 15 in the 1980 CPA Licensure Examinations. 

 

Rosemarie P. Rafael was elected as an Independent Director of the Company on 2019. Concurrently, she is the 

President and Chief Executive Officer of Airspeed Group of Companies Holding Corp., President of ASP Airspeed 

Philippines, Inc., Ephesians Management Corp., Signs & Wonders International, and Airspeed International 

Corporation. In addition, she is the Chairwoman of Linex Corporation, and Director of 1Sycamore Food Ventures, 

Inc. Prior to that, Ms. Rafael was involved in Air Freight and Thai International Airlines. She holds a degree in AB 

International Studies from Maryknoll College. 

 

Raymundo N. Suarez was elected as  an Independent Director of the Company on 2019. He is currently the 

Managing Director of 1008 Credit Corporation and NAREZ Development Corporation. He was previously affiliated 

with Harvest Credit Corporation, Enterprise Credit and Finance Corporation and Maxi Credit Corporation. Mr. 

Suarez holds undergraduate degree from De La Salle University. 

 

Preciosa D. Castillo is the Corporate Secretary of the Company. Currently, she holds positions as Chairman and 

President of 1189 Holdings, Inc., Director of Primegates Property, Inc., Treasurer of Tragtek Holdings, Inc., 
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Director and Treasurer of Sagmil Holdings, Inc., and Corporate Secretary of Fiesta Group of Companies, SAB-PHP, 

Holdings, Inc., All Coco Development Corp., MEDMISOR Holdings Inc., Axelum Laboratories, Inc., and 888 

Tradeall, Inc. Ms. Castillo was formerly the Vice President of FMMC Group of Companies and a Supervisor in 

SGV Group. She completed the Management Development Program of Asian Institute of Management in 1984 and 

finished her Bachelor of Science in Business Administration Major in Accountancy at University of the East in 

1973. She is a Certified Public Accountant. 

 

Maria Theresa Z. Paguirigan is the Treasurer and Chief Financial Officer of the Company and was appointed on 

May 18, 2017 and has been an Assistant Corporate Secretary of the Company since January 3, 2017. She was 

formerly the Internal Audit Manager of the Fiesta Group of Companies since 2013. She was formerly a Supply 

Chain Finance and Audit Partner at Unilever (2011). She was an Audit Manager in Isla Lipana & Co. in 2010 and a 

Senior Associate in SyCip Gorres Velayo & Co. in 2006. She completed her Bachelor of Science in Accountancy at 

St. Paul College of Manila in 2001. She is a Certified Public Accountant. 

 

Karilagan Imelda Z. Gorospe is the Investor Relations Officer since 2019 and Assistant Vice President of the 

Company. She completed her graduate studies at Ateneo Graduate School of Business in 1996.  Ms. Gorospe 

obtained her Bachelor of Science in Commerce Major in Accounting at St. Paul College of Manila in 1986. Ms. 

Gorospe graduated as Class 1978 valedictorian of Makati Elementary School. She passed CPA Licensure 

Examination in May 1987.  She’s a Certified Public Accountant. 

 

Macario R. Pelaez is the Operations Manager of the Medina Plant of the Company since 2011. Prior to joining the 

Company, he was the Engineering Manager at Mofels Food Corporation, Plant Manager at Speed Outline 

Resources, Production Manager at Taiyu Food Products Corporation. Mr. Pelaez is a member of Institute of 

Integrated Electrical Engineers and Medina Cocos Nucifera Eagles Club. He earned his Bachelor’s Degree in 

Electrical Engineering from Technological Institute of the Philippines in 1997. 

 

Eleonor Brigino-Maglaqui is the Accounting Manager of the Company and was appointed in February 2016. She 

earned her Bachelor’s Degree in Accountancy from the Polytechnic University of the Philippines. She used to be the 

Accounting Manager of Fiesta Brands, Inc., Fresh Fruit Ingredients, Inc., Muenster Ingredients Mfg Inc., and 

Philchem Laboratories Inc. 

 

SIGNIFICANT EMPLOYEES  

 

While the Company values the contribution of each of its employees, the Company does not believe that its business 

is dependent on the services of any particular employee. 

 

FAMILY RELATIONSHIPS 

 

There are no known family relationships up to the fourth civil degree either by consanguinity or affinity among the 

current members of the Board of Directors and any members of the Company’s senior management as of the date of 

this Prospectus.  

 

INVESTOR RELATIONS OFFICER 

 

Karilagan Imelda Z. Gorospe is the Company’s Investor Relations Officer.  Her contact details are as follows: 

Telephone Number: +632 - 8510731 

Email Address: imelda.gorospe@axelum.ph 

Office Address: 1052 Epifanio de los Santos Ave, Makati, 1232 Metro Manila  

 

COMPLIANCE OFFICER 

 

Paul Rene Z. Tayag is the Company’s Compliance Officer.  His contact details are as follows: 

Telephone Number: +632 - 8510731 

Email Address: paulrene.tayag@axelum.ph 

Office Address: 1052 Epifanio de los Santos Ave, Makati, 1232 Metro Manila  

 

mailto:donna_minimo.finance@wilcon.com.ph
mailto:donna_minimo.finance@wilcon.com.ph
mailto:donna_minimo.finance@wilcon.com.ph
mailto:donna_minimo.finance@wilcon.com.ph
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EXECUTIVE COMPENSATION 

 

For the last two calendar years, the Company estimates that the total compensation paid to its top  highly 

compensated executive officers and to its officers and directors as a group unnamed were as follows: 

 

 

Gross Compensation for The Year   Projected - 2019  2018 2017 

Chairman/CEO, President/COO, 

Senior Vice President, Senior Vice 

President and Compliance Officer, 

and Assistant Vice 

President/Investor Relations Officer 

28,209,260 25,730,264 25,030,264 

Basic 24,259,963 22,054,512 21,454,512 

Bonus & Others 3,949,296 3,675,752 3,575,752 

Other officers and directors 7,597,674 6,925,250 6,394,500 

Basic 6,534,000 5,940,000 5,400,000 

Bonus & Others 1,063,674 985,250 994,500 

Total 35,806,934 32,655,514 31,424,764 

Basic 30,793,963 27,994,512 26,854,512 

Bonus & Others 5,012,971 4,661,002 4,570,252 

 

  

Under the By-laws of the Company, by resolution of the Board, each director shall receive a reasonable per diem 

allowance for his attendance at each regular and special meetings of the Board. On July 4, 2019, the SEC approved 

the amended by-laws of the Company stating that under Section 13, Article III of said By-Laws, as compensation, 

the Board shall receive and allocate an amount of not more than ten percent (10%) of the net income before income 

tax of the Company during the preceding year and shall be determined and apportioned among the directors in such 

manner as the Board may deem proper, subject to the approval of stockholders representing at least a majority of the 

outstanding capital stock at a regular or special meeting of the stockholders. 

 

STANDARD ARRANGEMENTS AND OTHER ARRANGEMENTS 

 

Standard Arrangements 

 

Other than payment of reasonable per diem as may be determined by the Board for every meeting, there are no 

standard arrangements pursuant to which directors of the Company are compensated, or were compensated, directly 

or indirectly, for any services provided as a director and for their committee participation or special assignments for 

2019 up to the present. 

 

Other Arrangements 

 

There are no other arrangements pursuant to which any director of the Company was compensated, or to be 

compensated, directly or indirectly, during the year 2018 or for the three months ended March 31, 2019 for any 

service provided as a director. 

 

EMPLOYMENT CONTRACTS, TERMINATION OF EMPLOYMENT, CHANGE-IN-CONTROL 

ARRANGEMENTS 

 

As of the date of this Prospectus, the Company has no special employment contracts with the named executive 

officers. 
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WARRANTS AND OPTIONS 

 

As of the date of this prospectus, there are no outstanding warrants or options held by the President, the CEO, the 

named executive officers, and all officers and directors as a group.  

 

INVOLVEMENT IN CERTAIN LEGAL PROCEEDINGS OF DIRECTORS AND EXECUTIVE 

OFFICERS 

 

The Company believes that, except as discussed below, none of the Company’s directors, nominees for election as 

director, or executive officers have in the five-year period prior to the date of this Prospectus: (1) had any petition 

filed by or against any business of which such person was a general partner or executive officer either at the time of 

the bankruptcy or within a two-year period of that time, (2) have been convicted by final judgment in a criminal 

proceeding, domestic or foreign, or have been subjected to a pending judicial proceeding of a criminal nature, 

domestic or foreign, excluding traffic violations and other minor offenses, (3) have been the subject of any order, 

judgment, or decree, not subsequently reversed, suspended or vacated, of any court of competent jurisdiction, 

domestic or foreign, permanently or temporarily enjoining, barring, suspending or otherwise limiting their 

involvement in any type of business, securities, commodities or banking activities, or (4) have been found by a 

domestic or foreign court of competent jurisdiction (in a civil action), the SEC or comparable foreign body, or a 

domestic or foreign exchange or other organized trading market or self-regulatory organization, to have violated a 

securities or commodities law or regulation, such judgment having not been reversed, suspended, or vacated. 

 

Ricardo C. Lopa, Jr., a Director of the Company, is also a director of Playa Asya Resort, Inc.  (“Asya”). The 

National Bureau of Investigation (“NBI”) - Environmental Crime Division filed a Complaint-Affidavit against Asya 

and its corporate officers, including Mr. Lopa in his capacity as director, before the Department of Justice for 

allegedly violating Section 20 in relation to Section 79 for unlawful occupation or destruction of forest lands under 

Presidential Decree No. 705, otherwise known as the Forestry Code of the Philippines. Asya was accused of 

building structures on land which purported falls inside a forest land located in Manoc-Manoc, Boracay Island, 

Malay, Aklan.  On February 28, 2019, Asya and the other Respondents filed a Counter-Affidavit arguing that the 

land in question is private land. 

 

CORPORATE GOVERNANCE 

 

The Company adopted its Manual on Corporate Governance (the “Manual”)  on March 20, 2019 and filed the same 

with the SEC on June 28, 2019. The Company and its respective directors, officers and employees have complied 

with the best practices and principles on good corporate governance as embodied in its Corporate Governance 

Manual. An evaluation system has been established by the Company to measure or determine the level of 

compliance of the Board of Directors and top level management with its Manual of Corporate Governance. 

 

COMPLIANCE OFFICER 

 

To insure adherence to corporate principles and best practices, the Compliance Officer shall be a separate individual 

from the Corporate Secretary and not be a member of the Board.  He shall have direct reporting responsibilities to 

the Chairman of the Board. The Compliance Officer shall have the objectives and function: 

 

a. Promote awareness of good corporate governance and accountability within the Company; 

b. Monitor compliance by the Company with the Revised Code of Corporate Governance (Code), the rules 

and regulations of regulatory agencies and this Manual, determine violations, and recommend penalty for 

violation thereof for further review and approval by the Board; 

c. Ensure compliance with the Code of Corporate Governance of the Philippines; 

d. Issue a certification every January 30th of the year, and the publication in the Annual Report for each fiscal 

year, on the extent of the Corporation’s compliance with this Manual; 

e. Appear before the Securities and Exchange Commission (SEC) on behalf of the Company, on similar 

matters that need to be clarified; and 

f. Plan and organize seminars for the continuing progression of all the directors and senior management in the 

Company. 
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INDEPENDENT DIRECTORS 

 

The Manual requires the Company to have at least two (2) independent directors in the Board of Directors or such 

number as to constitute at least twenty percent (20%) of the members of the Board, whichever is higher, at least one 

of whom serves on each of the Corporate Governance and Nomination Committee and the Audit, Committee. An 

Independent Director should possess the qualifications as may be required by law and the Corporate Governance 

Manual. 

 

COMMITTEES OF THE BOARD 

 

The Company has sufficient number of independent directors that gives the assurance of independent views and 

perspective. 

 

The Board created and appointed Board members to each of the committees set forth below. Each member of the 

respective committees named below holds office as of the date of this Prospectus and will serve until his successor is 

elected and qualified. 

 

Audit Committee 

 

The Company’s Audit Committee is responsible for overseeing the Company’s financial controls and reporting 

processes on behalf of the Board and report the results of its activities to the Board. The Audit Committee has been 

incorporated in the Manual of Corporate Governance. The Audit Committee serves a board level oversight role 

where it oversees the relationship with the internal and external auditors, as set forth in this Charter, and provides 

advice, counsel and general direction, as it deems appropriate, to Management and the internal and external auditors 

on the basis of the information it receives, discussions with the internal and external auditors, and the experience of 

the Committee’s members in business, financial and accounting matters. The Audit Committee must comprise at 

least three non-executive directors appointed by the Board of Directors, the majority of whom, including the 

Chairman, shall be independent, who shall preferably have relevant knowledge and/or experience in areas of 

accounting, auditing and finance.  

 

The Audit Committee has the following responsibilities: 

 

a. Assist the Board in the performance of its oversight responsibility for the financial reporting process, 

system of internal control, audit process, and monitoring of compliance with applicable laws, rules and 

regulations.  

b. Provide oversight over Management's activities in managing credit, market, liquidity, operational, legal 

and other risks of the Company. This function shall include regular receipt from Management of 

information on risk exposures and risk management activities.  

c. Perform oversight functions over the Company’s internal and external auditors. It should ensure that the 

internal and external auditors act independently from each other, and that both auditors are given 

unrestricted access to all records, properties and personnel to enable them to perform their respective audit 

functions.  

d. Review the annual internal audit plan to ensure its conformity with the objectives of the Company. The 

plan shall include the audit scope, resources, and budget necessary to implement it;  

e. Prior to the commencement of the audit, discuss with the external auditor the nature, scope and expenses 

of the audit, and ensure proper coordination if more than one audit firm is involved in the activity to 

secure proper coverage and minimize duplication of efforts.  

f. Review the disposition of the recommendations in the external auditor’s management letter;  

g. Organize an internal audit department and consider whether it will be more beneficial for the Company to 

appoint an Internal Auditor or outsource internal audit services. The Audit Committee shall submit its 

recommendations to the Board for approval, including the terms and conditions of the engagement and 

removal of an Internal Auditor;   

h. Through the Internal Audit (IA) Department, monitor and evaluate the adequacy and effectiveness of the 

Company’s internal control system, including financial reporting control and information technology 
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security, and ensure the integrity of the financial reports and protection of the assets of the Company for 

the benefit of all stockholders and other stakeholders.  

i. Review the reports submitted by the internal and external auditors.  

j. Review the quarterly, half-year, and annual financial statements before their submission to the Board, with 

particular focus on the following matters:  

i. Any change/s in accounting policies and practices;  

ii. Areas where a significant amount of judgment has been exercised;  

iii. Significant adjustments resulting from the audit;  

iv. Going concern assumptions; 

v. Compliance with accounting standards; and  

vi. Compliance with tax, legal, and regulatory requirements.  

k. Coordinate, monitor and facilitate compliance with laws, rules and regulations;  

l. Evaluate and determine the non-audit work, if any, of the external auditor, and review periodically the 

non-audit fees paid to the external auditor in relation to their significance to the total annual income of the 

external auditor and to the corporation's overall consultancy expenses. The Committee shall disallow any 

non-audit work that will conflict with his duties as an external auditor or may pose a threat to his 

independence. The non-audit work, if allowed, should be disclosed in the corporation's Annual Report and 

Annual Corporate Governance Report;  

m. Establish and identify the reporting line of the Internal Auditor to enable him to properly fulfill his duties 

and responsibilities. The Internal Auditor shall functionally report directly to the Audit Committee.  

i. The Audit Committee shall ensure that, in the performance of the work of the Internal Auditor, he 

shall be free from interference by outside parties.  

n. Review and monitor Management’s responsiveness to the Internal Auditor’s findings and 

recommendations.  

o. Recommend the approval of an Internal Audit Charter which shall formally define the role of Internal 

Audit and the audit plan, as well as oversee the implementation of the Internal Audit Charter. 

p. Recommend to the Board the appointment, reappointment, removal and fees of the External Auditor, duly 

accredited by the Commission, who undertakes an independent audit of the corporation, and provides an 

objective assurance on the manner by which the financial statements should be prepared and presented to 

the stockholders.  

 

The Audit Committee shall ensure that the Company’s internal auditor in the performance of its work shall be free 

from interference by outside parties. 

 

The Corporate Governance and Nomination Committee 

 

The Company’s Corporate Governance Nomination Committee is tasked with ensuring compliance with, and proper 

observance of, corporate governance principles and practices. It shall advise the Board with respect to matters 

relating to the composition of the Board and also assist the Board and the Company’s Management in defining the 

Company’s executive compensation policy and in carrying out various responsibilities relating to compensation of 

the Company’s executive officers and directors. The Corporate Governance and Nomination must comprise at least 

three members appointed by the Board of Directors, all of whom should be independent directors including the 

Chairman.  

 

The purposes of the Corporate Governance and Nomination Committee shall be three-fold:  

  

a. Corporate Governance  

 To assist the Board of Directors in the performance of its corporate governance responsibilities.  

  

b. Nomination of Directors/Officers  

 To identify individuals qualified to become members of the Board of Directors and, consistent with 

criteria approved by the Board, recommend that the Board select the Director nominees for the next 

annual meeting of stockholders.  
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 It shall prescreen and short list all candidates nominated to become a member of the Board of 

Directors in accordance with the qualifications criteria and grounds for disqualification provided in the 

Revised Manual on Corporate Governance.  

 In consultation with the executive or management committees, review at regular intervals and if so 

necessary redefine the role, duties and responsibilities of the Chief Executive Officer and other 

executive officers of the Company with the aim of maintaining at all times acceptable standards of 

good governance.  

 

c. Compensation of Directors/Officers/Employees  

 Review and, if necessary, establish a formal and transparent policy on executive remuneration and 

recommend to the shareholders the remuneration of directors.  

 The determination of the remuneration of senior management and other key personnel is the 

responsibility of the Chief Executive Officer. The compensation and remuneration committee should 

however ensure that compensation levels are consistent with the Corporation’s financial capability as 

well as reasonable industry standards.  

 Cause the development of a form on Full Business Interest Disclosure as part of the pre- employment 

requirements for all officers and directors which should require all officers and directors to declare, 

under the penalty of perjury, all their existing business interests or shareholdings that may directly or 

indirectly conflict with their performance of duties to the Corporation. Such Disclosures should be 

updated at least every year. It should be clear that it is mandatory for officers and directors even within 

the yearly reporting period to declare prior to actually investing in or acquiring an interest, being 

employed or retained in any manner by a competitor or potential competitor.  

 

Executive Committee 

The Corporate Governance Manual provides for the creation of an Executive Committee to be composed of three (3) 

or more Directors, as determined by the Board. Under the Manual, the Chairman of the Board shall act as ex-officio 

Chairman of the Executive Committee. 

  

The Executive Committee shall have all the authority of the Board, except that it shall not have authority to: 

a. Approve any action for which shareholders’ approval is also required; 

b. Fill vacancies in the Board or in any committee thereof; 

c. Amend or repeal the By-laws, or adopt new By-laws; 

d. Amend or repeal any resolution of the Board that which, by its express terms, is not so amenable or repeal-

able; 

e. Distribute cash dividends to the shareholders; 

f. Fix the compensation of Directors for serving on the Board or any committee thereof; 

g. Fix or amend the compensation, benefits or perquisites of the Chief Executive Officer; 

h. Take any action that the Corporation Code of the Philippines or the Company’s By-Laws prohibit the 

Board from delegating to a committee; or 

i. Take any action required by the rules or regulations of the Securities and Exchange Commission or the 

Philippine Stock Exchange to be approved by the full Board or by another committee of the Board. 
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PRINCIPAL SHAREHOLDERS AND SELLING SHAREHOLDERS 

 

 

SHAREHOLDERS AND ISSUED CAPITAL 

 

Pursuant to its amended articles of incorporation approved by the SEC on February 8, 2017, the Company has an 

authorized capital stock of ₱5,000,000,000 divided into (a) 4,000,000,000 Common Shares with a par value of ₱1.00 

per share and (b) 1,000,000,000 Redeemable Preferred Shares with par value of ₱1.00 per share, of which 

3,300,000,000 Common Shares are outstanding and fully paid, excluding treasury shares. As of 31 March 2019, the 

total number of shareholders of the Company is 88 shareholders. 

 

PRINCIPAL SHAREHOLDERS 

 

The following table sets forth the top 20 shareholders of the Company as of the date of this Prospectus. 

 

Name of Shareholder Number of Common Shares   % of Total Outstanding Shares   

CP Compass Singapore Pte. Ltd. 899,999,999 27.27% 

Greenridge East Holdings, Inc. 358,320,000 10.86% 

Coco Deuce Holdings Inc. 350,114,400 10.61% 

Tufnell Park Holdings Inc. 232,443,600 7.04% 

Domus Este Holdings Inc. 231,400,800 7.01% 

AMDG International Holdings Pte. Ltd 204,000,000 6.18% 

Theol Holdings Inc. 194,126,400 5.88% 

Beemex Philippine Holdings 192,367,200 5.83% 

1189 Holdings, Inc. 92,024,400 2.79% 

Romeo I. Chan 46,286,700 1.40% 

Axelum Resources Corp. Retirement Plan 40,800,000 1.24% 

Henry J. Raperoga 36,914,700 1.12% 

Ma. Christina C. Lopa 35,301,738 1.07% 

Anna L. Lopez 35,301,738 1.07% 

Gabriel C. Lopa 23,537,317 0.71% 

Jaime C. Lopa 23,537,317 0.71% 

Jose Manuel C. Lopa 23,537,317 0.71% 

Michael C. Lopa 23,537,317 0.71% 

Rafael C. Lopa 23,537,317 0.71% 

Regina L. Bautista 23,537,317 0.71% 

Others 209,374,423 6.37% 

Total  3,300,000,000 100.00% 

 

The PSE rules require an applicant company to cause its existing shareholders owning at least 10% of the 

outstanding shares of the Company not to sell, assign or in any manner dispose of their shares for a period of 180 

days after the listing of the shares on the PSE. In addition, if there is any issuance of shares or securities (i.e., private 

placements, asset for shares swap or a similar transaction) or instruments which lead to issuance of shares or 

securities (i.e., convertible bonds, warrants or a similar instrument) completed and fully paid for within 180 days 

prior to the start of the offer period, and the transaction price is lower than that of the offer price in the initial public 

offering, all shares or securities availed of shall be subject to a lock-up period of at least 365 days from full payment 

of the aforesaid shares or securities. To implement this lock-up requirement, the PSE requires the applicant company 

to lodge the shares with the PDTC through a PCD participant for the electronic lock-up of the shares or to enter into 

an escrow agreement with the trust department or custodian unit of an independent and reputable financial 

institution. 

 

The following shareholder is covered by the 180-day lock-up requirement, from listing of the Offer Shares: 
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Name of Shareholder 

No. of Common 

Shares held prior to 

the Offer 

% of total 

outstanding Common 

Shares prior to the 

Offer 

# of Common 

Shares held after 

the Offer subject to 

lock-up 

% Common 

Shares after the 

Offer 

CP Compass 

Singapore Pte. Ltd. 

899,999,999 27.27% 799,999,999 20.00% 

 

  

  

 

The following shareholders are covered by the 365-day lock-up requirement: 

 

Shareholder 

No. of Common Shares Held 

Subject to Lock-up Period 

Theol Holdings, Inc. 1 

Greenridge East Holdings, Inc. 1 

Laurito E. Serrano 1 

Raymundo N. Suarez 1 

Rosemarie P. Rafael 1 

 

SELLING SHAREHOLDER 

 

The table below sets forth, for the Selling Shareholder, the number of common shares and percentages of 

outstanding shares held before the Offer, the maximum number of common shares to be sold in the Offer and the 

number of Common Shares to be owned by it immediately after the Offer. The Selling Shareholder, CP Compass 

Singapore Pte. Ltd., has been a shareholder of the Company since 2017 and holds one board seat. There is no other 

relationship between the Selling Shareholder and the Company. 

 

Name of Shareholder 

Number of 

Common 

Shares held 

% of Common 

Shares held before 

the Offer 

Maximum Number 

of Shares to be sold 

in the Offer 

% of Common 

Shares after 

the Offer 

CP Compass Singapore Pte. Ltd. 899,999,999 27.27% 100,000,000 20.00% 

 

   

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 

 

The table below sets forth the security ownership of certain record and beneficial owners of more than 5% of the 

Company’s voting securities as of the date of this Prospectus: 

 

Name and Address of 

Record Owner  

Name and Address of 

Beneficial Owner 
Citizenship 

No. of Common 

Shares Held 

% of Total 

Outstanding 

Shares 

CP Compass Singapore 

Pte. Ltd. 

CP Compass Singapore 

Pte. Ltd. 
Singaporean 899,999,999 27.27% 

Greenridge East Holdings, 

Inc. 

Greenridge East Holdings, 

Inc. 
Filipino 358,320,000 10.86% 

Coco Deuce Holdings Inc. Coco Deuce Holdings Inc. Filipino 350,114,400 10.61% 

Tufnell Park Holdings Inc. Tufnell Park Holdings Inc. Filipino 232,443,600 7.04% 

Domus Este Holdings Inc. Domus Este Holdings Inc. Filipino 231,400,800 7.01% 

AMDG International 

Holdings Pte. Ltd 

AMDG International 

Holdings Pte. Ltd 
Singaporean 204,000,000 

6.18% 

Theol Holdings Inc. Theol Holdings Inc. Filipino 194,126,400 5.88% 

Beemex Philippine 

Holdings 

Beemex Philippine 

Holdings 
Filipino 192,367,200 

5.83% 

   2,662,772,399 80.68% 

 

As of the date of this Prospectus, the Company has three foreign shareholders. 
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SECURITY OWNERSHIP OF DIRECTORS AND MANAGEMENT  

 

The following table sets forth the ownership of directors and management of the Company’s Common Shares as of 

the date of this Prospectus.  

 

Title of Class 
Name of Beneficial 

Owner 

Amount and Nature of 

Beneficial Ownership 
Citizenship 

% of Total 

Outstanding 

Shares 

Common Romeo I. Chan 46,286,700 Filipino 1.40% 

Common Henry J. Raperoga 36,914,700 Filipino 1.12% 

Common Paul Rene Z. Tayag 14,599,200 Filipino 0.44% 

Common 
Jose Armando R. 

Nanawa 
13,556,400 Filipino 0.41% 

Common Preciosa D. Castillo 6,375,600 Filipino 0.19% 

Common 
Karilagan Imelda Z. 

Gorospe 
1,200,000 Filipino 0.04% 

Common Macario R. Pelaez 2,400,000 Filipino 0.07% 

Common 
Maria Theresa Z. 

Paguirigan 
720,000 Filipino 0.02% 

Common 
Eleonor Brigino- 

Maglaqui 
720,000 Filipino 0.02% 

Common Ricardo C. Lopa, Jr. 8,471 Filipino - 

Common Jason Rosenblatt 1 qualifying share American - 

Common Laurito E. Serrano 1 qualifying share Filipino - 

Common Rosemarie P. Rafael 1 qualifying share Filipino - 

Common Raymundo N.  Suarez 1 qualifying share Filipino - 

 

The chart below shows the dilution of the Company’s principal shareholders as a result of the Offer. 

 

Name of Shareholder 
Number of subscribed 

Common Shares 

% of total 

shareholding before 

the Offer 

% of total 

shareholding after 

the Offer 

CP Compass Singapore Pte. Ltd. 899,999,999 27.27% 20.00% 

Greenridge East Holdings, Inc. 358,320,000 10.86% 8.96% 

Coco Deuce Holdings Inc. 350,114,400 10.61% 8.75% 

Tufnell Park Holdings Inc. 232,443,600 7.04% 5.81% 

Domus Este Holdings Inc. 231,400,800 7.01% 5.78% 

AMDG International Holdings Pte. Ltd 204,000,000 6.18% 5.10% 

Theol Holdings Inc. 194,126,400 5.88% 4.85% 

Beemex Philippine Holdings 192,367,200 5.83% 4.81% 

1189 Holdings, Inc. 92,024,400 2..79% 2.30% 

Romeo I. Chan 46,286,700 1.40% 1.16% 

Axelum Resources Corp. Retirement Plan 40,800,000 1.24 % 1.02% 

Henry J. Raperoga 36,914,700 1.12 % 0.92% 

Ma. Christina C. Lopa 35,301,738 1.07% 0.88% 

Anna L. Lopez 35,301,738 1.07% 0.88% 

Gabriel C. Lopa 23,537,317 0.71% 0.59% 

Jaime C. Lopa 23,537,317 0.71% 0.59% 

Jose Manuel C. Lopa 23,537,317 0.71% 0.59% 

Michael C. Lopa 23,537,317 0.71% 0.59% 

Rafael C. Lopa 23,537,317 0.71% 0.59% 

Regina L. Bautista 23,537,317 0.71% 0.59% 

 



168 

 

VOTING TRUST HOLDERS OF 5% OR MORE 

 

There were no persons holding more than 5% of a class of shares of the Company under a voting trust or similar 

agreement as of the date of this Prospectus. 

 

RECENT ISSUANCES OF SECURITIES CONSTITUTING EXEMPT TRANSACTIONS BY THE 

COMPANY 

 

On February 7, 2019, the Company’s BOD approved the declaration of a total 550 million shares of stock dividends 

to common and RPS stockholders (at par value of ₱1.00 per share), in proportion to their respective shareholdings, 

out of the Company’s unissued common and RPS stock.  The stock dividend is payable to Common and RPS 

stockholders of record as at December 31, 2018 and issued on or after March 20, 2019 but in no event later than 

March 31, 2019. On July 2, 2019, the SEC acknowledged and duly noted the stock dividend declaration and 

attached the relevant documentation to the records of the Company on file with the SEC. 

 

CHANGE IN CONTROL 

 

As of the date of this Prospectus, there are no arrangements which may result in a change in control of the Company. 
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DESCRIPTION OF THE SHARES 

 

 

The Shares to be offered shall be 800,000,000 Common Shares (inclusive of treasury shares)of the Company, with a 

par value ₱1.00 per share by way of primary and secondary offer.  

 

The Company was registered and incorporated with the SEC on August 19, 2010 under SEC Registration Number 

CS201013282. The Company has an authorized amount of capital stock of ₱5,000,000,000 divided into 

4,000,000,000 Common Shares with a par value of ₱1.00 per share, and 1,000,000,000 Redeemable Preferred 

Shares with a par value of ₱1.00 per share. As of the date of this Prospectus, 3,300,000,000 Common Shares are 

outstanding and fully paid, excluding treasury shares. The Offer Shares are Common Shares of the Company 

(including treasury shares).  

 

The Offer Shares shall be offered at a price of ₱5.00 per Offer Share. The determination of the Offer Price is further 

discussed on page 52 of this Prospectus. A total of 4,000,000,000 Common Shares will be outstanding after the 

Offer. The Offer Shares will comprise of 20.00% of the outstanding Common Shares after the Offer. 

 

Objects and Purposes 

 

The Company has been organized primarily to enter into direct manufacturing and /or toll manufacturing of coconut 

water and other coconut products as well as all other agricultural products for domestic and international market 

including the development of agricultural plantations. 

 

Under Philippine law, a corporation may invest its funds in any other corporation or business or for any purpose 

other than the primary purpose for which it was organized when approved by a majority of the board of directors 

and ratified by the shareholders representing at least two-thirds of the outstanding capital stock, at a shareholders’ 

meeting duly called for the purpose; provided, however, that where the investment by the corporation is reasonably 

necessary to accomplish its primary purpose, the approval of the shareholders shall not be necessary. 

 

Share Capital 

 

A Philippine corporation may issue common or preferred shares, or such other classes of shares with such rights, 

privileges or restrictions as may be provided for in the articles of incorporation and by-laws of the corporation. 

Subject to the approval by the Philippine SEC, it may increase or decrease its authorized capital stock by amending 

its articles of incorporation, provided that the change is approved by a majority of the board of directors and by 

shareholders representing at least two-thirds of the outstanding capital stock of the corporation voting at a 

shareholders’ meeting duly called for the purpose. 

 

Under Philippine law, the shares of a corporation may either be with or without a par value. All of the Common 

Shares currently issued have a par value of ₱1.00 per share. In the case of par value shares, where a corporation 

issues shares at a price above par, whether for cash or otherwise, the amount by which the subscription price exceeds 

the par value is credited to an account designated as additional paid-in capital or paid-in surplus. 

 

Redeemable Preferred Shares have a par value of ₱1.00 per share. The Redeemable Preferred Shareholders have the 

right to convert their Redeemable Preferred Shares to Common Shares at any time by notice to the corporation. 

After conversion, the new Common Shares (which may consist of reissued treasury shares and/or new Common 

Shares from the corporation’s authorized capital) to be issued shall rank pari passu in all respects with the existing 

Common Shares of the Corporation. In the event of any voluntary or involuntary liquidation, dissolution or winding 

up of the corporation (but not on redemption of any of the Redeemable Preferred Shares or any repurchase by the 

corporation of any of the Redeemable Preferred Shares), the Redeemable Preferred Shareholders shall be entitled to 

receive out of the assets of the corporation available for distribution to the shareholders of the corporation, before 

any distribution of assets is made to holders of Common Shares, distributions in the amount of the issue value per 

outstanding Redeemable Preferred Shares, plus declared and unpaid dividends to the date of distribution. 
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No equity security shall be created or issued with preferences as regards participation in the profits of the 

corporation or in the assets of the corporation on a liquidation, dissolution or winding up or otherwise higher in 

priority to the Redeemable Preferred Shares. 

 

The corporation shall have the option to redeem the Redeemable Preferred Shares if approved by the Board of 

Directors and the redemption shall be pursuant to a written redemption agreement executed by the corporation and 

the relevant holder of the Redeemable Preferred Shares. In no case shall the redemption price of the actual number 

of Redeemable Preferred Shares to be redeemed be less than the cost of such shares plus an 8% yield. 

 

Subject to approval by the Philippine SEC, a corporation may increase or decrease its authorized capital shares, 

provided that the change is approved by a majority of the board of directors of such corporation and shareholders 

representing at least two-thirds of the issued and outstanding capital shares of the corporation voting at a 

shareholders’ meeting duly called for the purpose. 

 

A corporation is empowered to acquire its own shares for a legitimate corporate purpose, provided that the 

corporation has unrestricted retained earnings or surplus profits sufficient to pay for the shares to be acquired. 

Examples of instances in which the corporation is empowered to purchase its own shares are: when the elimination 

of fractional shares arising out of share dividends is necessary or desirable, the purchase of shares of dissenting 

shareholders exercising their appraisal right (as discussed below), and the collection or compromise of an 

indebtedness arising out of an unpaid subscription. When a corporation repurchases its own shares, the shares 

become treasury shares, which may be resold at a price fixed by the board of directors of such corporation. 

 

The Board is authorized to issue shares from treasury from time to time. Treasury shares may be issued to any 

person, corporation or association, whether or not a shareholder of the Company, including its officers or employees 

for such consideration in money as the Board may determine. 

 

Voting Rights 

 

The Company’s Offer Shares have full voting rights. However, the Revised Corporation Code provides that voting 

rights cannot be exercised with respect to shares declared by the board of directors as delinquent, treasury shares, or 

if the shareholder has elected to exercise his right of appraisal referred to below. The Company’s Redeemable 

Preferred Shares have likewise voting rights. 

 

Dividend Rights 

 

Under the Company’s By-laws, dividends shall be declared and paid out of the unrestricted retained earnings which 

shall be payable in cash, property, or stock to all stockholders on the basis of outstanding stock held by them, as 

often and at such times as the Board of directors may determine and in accordance with law. 

 

 The unrestricted retained earnings represent the undistributed earnings of the Company which have not been 

allocated for any managerial, contractual or legal purposes and which are free for distribution to the shareholders as 

dividends. Dividends are payable to all shareholders on the basis of outstanding shares of the Company held by 

them, each share being entitled to the same unit of dividend as any other share. Dividends are payable to 

shareholders whose name are recorded in the stock and transfer book as of the record date fixed by the Board of 

Directors. The PSE has an established mechanism for distribution of dividends to beneficial owners of shares which 

are traded through the PSE which are lodged with the PCD Nominee as required for scripless trading. 

 

Under Philippine law, a corporation can only declare dividends to the extent that it has unrestricted retained earnings 

that represent the undistributed earnings of the corporation which have not been allocated for any managerial, 

contractual or legal purposes and which are free for distribution to the shareholders as dividends. A corporation may 

pay dividends in cash, by the distribution of property or by the issuance of shares. Stock dividends may only be 

declared and paid with the approval of shareholders representing at least two-thirds of the outstanding capital stock 

of the corporation voting at a shareholders’ meeting duly called for the purpose. 

 

The Revised Corporation Code generally requires a corporation with retained earnings in excess of 100% of its paid-

in capital to declare and distribute as dividends the amount of such surplus. Notwithstanding this general 
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requirement, a corporation may retain all or any portion of such surplus in the following cases: (i) when justified by 

definite expansion plans approved by the Board of Directors of the corporation; (ii) when the required consent of 

any financing institution or creditor to such distribution has not been secured; (iii) when retention is necessary under 

special circumstances, such as when there is a need for special reserves for probable contingencies; or (iv) when the 

non-distribution of dividends is consistent with the policy or requirement of a Government office.  

 

Corporations whose securities are listed on any stock exchange are required to maintain and distribute an equitable 

balance of cash and stock dividends, consistent with the needs of shareholders and the demands for growth or 

expansion of the business. 

 

Pre-Emptive Rights 

 

The Revised Corporation Code confers pre-emptive rights on the existing shareholders of a Philippine corporation 

which entitle such shareholders to subscribe to all issues or other dispositions of shares of any class by the 

corporation in proportion to their respective shareholdings, regardless of whether the shares proposed to be issued or 

otherwise disposed of are identical to the shares held. A Philippine corporation may, however, provide for the denial 

of these pre-emptive rights in its articles of incorporation. Likewise, shareholders who are entitled to such pre-

emptive rights may waive the same through a written instrument to that effect. 

 

The Company filed with the SEC on June 21, 2019 an application for amendment of the articles of incorporation of 

the Company whereby the pre-emptive rights of shareholders to subscribe to any new issues of stock, nor 

dispositions of existing stocks, whether issued from its unissued capital or its treasury shares were denied. The SEC 

approved the Amended Articles of Incorporation on July 4, 2019. 

 

Derivative Rights 

 

Philippine law recognizes the right of a shareholder to institute proceedings on behalf of the corporation in a 

derivative action in circumstances where the corporation itself is unable or unwilling to institute the necessary 

proceedings to redress wrongs committed against the corporation or to vindicate corporate rights as, for example, 

where the directors of the corporation themselves are the malefactors. 

 

Appraisal Rights 

 

The Revised Corporation Code grants a shareholder a right of appraisal and demand payment of the fair value of his 

shares in certain circumstances where he has dissented and voted against a proposed corporate action, including: 

 

 an amendment of the articles of incorporation which has the effect of adversely affecting the rights attached 

to his shares or of authorizing preferences in any respect superior to those of outstanding shares of any 

class; 

 a sale of all or substantially all of the corporation's properties and assets; 

 extension or reduction of corporate term; 

 the sale, lease, exchange, transfer, mortgage, pledge or other disposal of all or substantially all the assets of 

the corporation; 

 a merger or consolidation; and, 

 investment by the corporation of funds in any other corporation or business or for any purpose other than 

the primary purpose for which it was organized. 

 

In any of these circumstances, the dissenting shareholder may require the corporation to purchase its shares at a fair 

value, which, in default of agreement, is determined by three disinterested persons, one of whom shall be named by 

the shareholder, one by the corporation, and the third by the two thus chosen. Regional Trial Courts will, in the 

event of a dispute, determine any question about whether a dissenting shareholder is entitled to this right of 

appraisal. From the time the shareholder makes a demand for payment until the corporation purchases such shares, 

all rights accruing on the shares, including voting and dividend rights, shall be suspended, except the right of the 

shareholder to receive the fair value of such shares. No payment shall be made to any dissenting shareholder unless 
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the corporation has unrestricted retained earnings sufficient to support the purchase of the shares of the dissenting 

shareholders. 

 

Right of Inspection 

 

A shareholder has the right to inspect the records of all business transactions of the corporation and the minutes of 

any meeting of the board of directors and shareholders at reasonable hours on business days and may demand a copy 

of excerpts from such records or minutes at his or her expense. However, the corporation may refuse such inspection 

if the shareholder demanding to examine or copy the corporation’s records has improperly used any information 

secured through any prior examination, or was not acting in good faith or for a legitimate purpose in making his 

demand. 

 

Right to Financial Statements 

 

A shareholder has a right to be furnished with the most recent financial statement of a Philippine corporation, which 

shall include a balance sheet as of the end of the last taxable year and a profit or loss statement for said taxable year, 

showing in reasonable detail its assets and liabilities and the results of its operations. At the meeting of shareholders, 

the board of directors is required to present to the shareholders a financial report of the operations of the corporation 

for the preceding year, which shall include financial statements duly signed and certified by an independent certified 

public accountant. 

 

Board of Directors 

 

Unless otherwise provided by law or in the articles of incorporation, the corporate powers of the Company are 

exercised, its business conducted, and its property controlled by the Board. Pursuant to its articles of incorporation, 

as amended, the Company shall have seven (7) Directors, two of whom are independent Directors within the 

meaning set forth in Section 38 of the SRC or such number as to constitute at least twenty percent (20%) of the 

members of the Board, whichever is higher. The Board shall be elected during each regular meeting of shareholders, 

at which shareholders representing at least a majority of the issued and outstanding capital shares of the Company 

are present, either in person or by proxy. 

 

Under Philippine law, representation of foreign ownership on the Board is limited to the proportion of the foreign 

shareholding. Directors may only act collectively; individual directors have no power as such. Four (4) directors, 

which is a majority of the Board, constitute a quorum for the transaction of corporate business. Except for certain 

corporate actions such as the election of officers, which shall require the vote of a majority of all the members of the 

Board, every decision of a majority of the quorum duly assembled as a board is valid as a corporate act. 

 

Any vacancy occurring in the Board of Directors other than by removal by the stockholders or by expiration of term, 

may be filled by the vote of at least a majority of the remaining directors, if still constituting a quorum; otherwise, 

the vacancy must be filled by the stockholders at a regular or at any special meeting of stockholders called for the 

purpose. 

 

Any director elected in this manner by the Board shall serve only for the unexpired term of the director whom such 

director replaces and until his successor is duly elected and qualified. 

 

Shareholders’ Meetings 

 

Annual or Regular Shareholders’ Meetings 

 

The Revised Corporation Code requires all Philippine corporations to hold an annual meeting of shareholders for 

corporate purposes including the election of directors. The By-laws of the Company provide for annual meetings on 

the 2
nd

 Monday of May of each year, if legal holiday, then on the day following. The Board, however, may provide 

that the annual meeting be held on such date and time as specified in the notice. Annual meetings shall be held at the 

principal office of the Company, or at any place designated by the Board in the city or municipality where the 

principal office is located. 
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Special Shareholders’ Meeting 

 

The special meetings of stockholders, for any purpose or purposes, may at any time be called by any of the 

following: (a) Board of Directors, at its own instance, or (b) at the written request of stockholders representing at 

least 20% of the outstanding capital stock. 

 

Notice of Shareholders’ Meeting 

 

Whenever shareholders are required or permitted to take any action at a meeting, a written notice of the meeting 

shall be given which shall state the place, date, and time of the meeting, and the purpose or purposes for which the 

meeting is called. On July 4, 2019, the SEC approved the amended By-Laws of the Company which provides that 

notices for regular or special meetings of stockholders together with an agenda for such meeting may be sent by the 

Secretary by personal delivery or by mail at least ten (10) business days or such other periods required by law prior 

to the date of the meeting to each stockholder of record at his last known address. The notice shall state the place, 

date and hour of the meeting, and the purpose or purposes for which the meeting is called.  

 

When the meeting of stockholders is adjourned to another time or place, it shall not be necessary to give any notice 

of the adjourned meeting if the time and place to which the meeting is adjourned are announced at the meeting at 

which the adjournment is taken. At the reconvened meeting, any business may be transacted that might have been 

transacted on the original date of the meeting.   

 

Quorum 

 

Unless otherwise provided by law, in all regular or special meeting of stockholders, at least 51% of the total issued 

and outstanding capital stock must be present or represented in order to constitute a quorum. Notwithstanding the 

foregoing and to the extent that at least a quorum of stockholders wishes to convene a meeting of the stockholders at 

a time subsequent to the time set forth in the original notice distributed by the Secretary, a valid meeting of the 

stockholders shall occur and the stockholders in attendance shall waive all applicable notice requirements for the 

extension of such time and the minutes of such meeting shall reflect such waiver. 

 

Meeting of the stockholders shall be presided over by the Chairman of the Board, or in his absence, the President. If 

neither the Chairman of the Board nor the President is present, the chairman shall be chosen by the stockholders 

owning a majority of the outstanding capital stock. The Secretary shall act as Secretary of every meeting, but if not 

present, the chairman of the meeting shall appoint a secretary of the meeting. 

 

Voting 

 

At all meetings of stockholders, a stockholder may vote in person or by proxy. All proxies must be in the hands of 

the Secretary before the time set for the meeting. Proxies filed with the Secretary may be revoked by the 

stockholders either in an instrument in writing duly presented and recorded with the Secretary, prior to a scheduled 

meeting or by their personal presence at the meeting. 

 

Fixing Record Dates 

 

Under existing Philippine SEC rules, cash dividends declared by corporations whose shares are listed on the PSE 

shall have a record date which shall not be less than 10 or more than 30 days from the date of declaration. In case no 

record date is specified for cash dividends, it is deemed to be fixed at 15 days after the company’s declaration. With 

respect to share dividends, the record date shall not be less than 10 or more than 30 days from the date of 

shareholder approval, provided, however, that the record date set shall not be less than 10 trading days from receipt 

by the PSE of the notice of declaration of share dividends. In the event that share dividends are declared in 

connection with an increase in the authorized capital shares, the corresponding record date shall be fixed by the 

Philippine SEC. 
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Matters Pertaining to Proxies 

 

Shareholders may vote at all meetings the number of shares registered in their respective names, either in person or 

by proxy duly given in writing and duly presented to the Corporate Secretary before or during the meeting. Unless 

otherwise provided in the proxy, it shall be valid only for the meeting at which it has been presented to the 

Corporate Secretary. 

 

Proxies should comply with the relevant provisions of the Revised Corporation Code, the SRC, the IRRs, and 

Philippine SEC Memorandum Circular No. 5 (series of 1996) issued by the Philippine SEC. 

 

Dividends 

 

The Common Shares have full dividend rights. Dividends on the Company’s Common Shares, if any, are paid in 

accordance with Philippine law. Dividends are payable to all shareholders on the basis of outstanding Common 

Shares held by them, each Common Share being entitled to the same unit of dividend as any other Common Share. 

Dividends are payable to shareholders whose names are recorded in the stock and transfer book as of the record date 

fixed by the Company’s Board of Directors. The PSE has an established mechanism for distribution of dividends to 

beneficial owners of Common Shares which are traded through the PSE which are lodged with the PCD Nominee as 

required for scripless trading. 

 

Under Philippine law, a corporation can only declare dividends to the extent that it has unrestricted retained earnings 

that represent the undistributed earnings of the corporation which have not been allocated for any managerial, 

contractual or legal purposes and which are free for distribution to the shareholders as dividends. A corporation may 

pay dividends in cash, by the distribution of property or by the issuance of shares. Dividends may be declared by the 

board of directors except for share dividends which may only be declared and paid with the approval of shareholders 

representing at least two-thirds of the issued and outstanding capital shares of the corporation voting at a 

shareholders’ meeting duly called for the purpose. 

 

The Revised Corporation Code generally requires a corporation with retained earnings in excess of 100% of its paid-

in capital to declare and distribute as dividends the amount of such surplus. However, a corporation may retain all or 

any portion of such surplus in the following cases: (1) when justified by definite expansion plans approved by the 

board of directors of the corporation; (2) when the required consent of any financing institution or creditor to such 

distribution has not been secured; (3) when retention is necessary under special circumstances, such as when there is 

a need for special reserves for probable contingencies; or (4) when the non-distribution of dividends is consistent 

with the policy or requirement of a Government office. Corporations whose securities are listed on any shares 

exchange are required to maintain and distribute an equitable balance of cash and share dividends, consistent with 

the needs of shareholders and the demands for growth or expansion of the business. 

 

Under the Company’s Amended By-Laws, dividends shall be declared and paid out of the unrestricted retained 

earnings which shall be payable in cash, property, or stock to all stockholders on the basis of outstanding stock held 

by them, as often and at such times as the Board of directors may determine and in accordance with law. 

 

The Company has adopted a dividend policy of distributing 15% of the reported net income of the immediately 

preceding fiscal year, payable primarily in cash. However, the Board of Directors, in its discretion may decide to 

declare dividends to be payable in property or shares. Such periodic regular cash or stock dividend declaration shall 

be subject to exclusion of any retained earnings restricted for expansion, if any, or other purposes. Dividends shall at 

all times, be subject to the final approval of the Company's Board of Directors. In the case of stock dividends, it 

should have been approved by at least 2/3 of the Company’s total outstanding capital stock at a regular or special 

meeting called for the purpose.  The Company shall likewise conduct a periodic review of the available unrestricted 

balance of retained earnings for purposes of earmarking surplus for future capital expenditures or for distributing the 

same as special cash or stock dividends. The Company's Board of Directors shall periodically review, amend, or 

update the foregoing dividend policy. 

 

The Company can give no assurance that it will pay any dividends in the future. See “Dividends and Dividend 

Policy” on page 50 of this Prospectus for more discussion. 
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Transfer of Shares and Share Register 

 

All transfers of shares on the PSE shall be effected by means of a book-entry system. Under the book-entry system 

of trading and settlement, a registered shareholder shall transfer legal title over the shares to a nominee, but retains 

beneficial ownership over the shares. The transfer of legal title is done by surrendering the stock certificate 

representing the shares to participants of the PDTC System (i.e., brokers and custodian banks) that, in turn, lodge the 

same with the PCD Nominee Corporation, a corporation wholly-owned by the PDTC (the “PCD Nominee”). A 

shareholder may request upliftment of the shares from the PDTC, in which case a stock certificate will be issued to 

the shareholder and the shares registered in the shareholder’s name in the books of the Company. See “The 

Philippine Stock Market” beginning on page 178 of this Prospectus. 

 

Philippine law does not require transfers of the Common Shares to be effected on the PSE, but any off-exchange 

transfers will subject the transferor to a capital gains tax that may be significantly greater than the share transfer tax 

applicable to transfers effected on the PSE. See “Philippine Taxation” beginning on page 184 of this Prospectus. All 

transfers of shares on the PSE must be effected through a licensed stockbroker in the Philippines. 

 

Issues of Shares 

 

Subject to otherwise applicable limitations, the Company may issue additional Common Shares to any person for 

consideration deemed fair by the Board, provided that such consideration shall not be less than the par value of the 

issued Common Shares. No share certificates shall be issued to a subscriber until the full amount of the subscription 

together with interest and expenses (in case of delinquent Common Shares) has been paid and proof of payment of 

the applicable taxes shall have been submitted to the Company’s Corporate Secretary. Under the PSE Rules, only 

fully-paid shares may be listed on the PSE. 

 

Share Certificates 

 

Certificates representing the Common Shares will be issued in such denominations as shareholders may request, 

except that certificates will not be issued for fractional shares. Shareholders wishing to split their certificates may do 

so upon application to the Company’s share transfer agent, BDO Unibank, Inc. – Transaction Banking Group, which 

will maintain the share register. Common Shares may also be lodged and maintained under the book-entry system of 

the PDTC. See “The Philippine Stock Market” beginning on page 178 of this Prospectus. 

 

Mandatory Tender Offers 

 

In general, under the SRC and the IRRs, any person or group of persons acting in concert and intending to acquire at 

least (1) 35% of any class of any equity security of a public or listed corporation in a single transaction, or (2) 35% 

of such equity over a period of 12 months, or (3) even if less than 35% of such equity, if such acquisition would 

result in ownership by the acquiring party of over 51% of the total outstanding equity, is required to make a tender 

offer to all the shareholders of the target corporation on the same terms. Generally, in the event that the securities 

tendered pursuant to such an offer exceed that which the acquiring person or group of persons is willing to take up, 

the securities shall be purchased from each tendering shareholder on a pro rata basis, disregarding fractions, 

according to the number of securities tendered by each security holder. Where a mandatory tender offer is required, 

the acquirer is compelled to offer the highest price paid by him for such shares during the past six months. Where 

the offer involves payment by transfer or allotment of securities, such securities must be valued on an equitable 

basis. However, if any acquisition of even less than 35% would result in ownership of over 51% of the total 

outstanding equity, the acquirer shall be required to make a tender offer for all the outstanding equity securities to all 

remaining shareholders of the said corporation at a price supported by a fairness opinion provided by an independent 

financial adviser or equivalent third party. The acquirer in such a tender offer shall be required to accept any and all 

securities thus tendered. 

 

No Mandatory Tender Offer is required in: (i) purchases of shares from unissued capital shares unless it will result 

to a 50% or more ownership of shares by the purchaser, (ii) purchases from an increase in the authorized capital 

shares of the target company, (iii) purchases in connection with a foreclosure proceedings involving a pledge or 

security where the acquisition is made by the debtor or creditor, (iv) purchases in connection with privatization 

undertaken by the government of the Philippines, (v) purchases in connection with corporate rehabilitation under 
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court supervision, (vi) purchases through an open market at the prevailing market price, or (vii) purchases resulting 

from a merger or consolidation. 

 

Fundamental Matters 

 

The Revised Corporation Code provides that certain significant acts may only be implemented with shareholders’ 

approval. The following require the approval of shareholders representing at least two-thirds of the issued and 

outstanding capital shares (including non-voting preferred shares) of the corporation in a meeting duly called for the 

purpose: 

 

 amendment of the articles of incorporation; 

 removal of directors; 

 sale, lease, exchange, mortgage, pledge or other disposition of all or a substantial part of the assets of the 

corporation; 

 investment of corporate funds in any other corporation or business or for any purpose other than the 

primary purpose for which the corporation was organized; 

 declaration or issuance of share dividends; 

 delegation to the board of directors of the power to amend or repeal by-laws or adopt new by-laws; 

 merger or consolidation; 

 dissolution; 

 an increase or decrease in capital shares; 

 ratification of a contract of a directors or officer with the corporation; 

 extension or shortening of the corporate term; 

 creation or increase of bonded indebtedness; and. 

 management contracts with related parties 

 

The approval of shareholders holding a majority of the outstanding capital shares of a Philippine corporation, 

including non-voting preferred shares, is required for the adoption or amendment of the by-laws of such corporation. 

 

Other Features of the Offer Shares 

 

The Offer Shares are neither convertible nor subject to redemption. All of the Company’s issued Shares are fully 

paid and non-assessable and are free and clear of all liens, claims and encumbrances. All documentary stamp taxes 

due on the issuance of all issued Shares have been fully paid. 

 

Restriction on Transfer of Shares 

 

As of the date of this Prospectus, there are no restrictions on the transfer of the Offer Shares in the Company’s 

articles of incorporation and by-laws other than transfer restrictions based on nationality. On July 4, 2019, the SEC 

approved the amended articles of incorporation of the Company. It provides that in connection with the Initial Public 

Offering and initial listing of shares by the Company with the Philippine Stock Exchange, the Company shall strictly 

comply with the lock-up requirements prescribed by the rules and regulations of the Philippine Stock Exchange as 

may be amended from time to time in accordance with amendments to the Rules of the Exchange. 

 

Change in Control 

 

The Company’s amended articles of incorporation or the amended by-laws do not contain provisions which will 

delay, defer, or in any manner prevent a change in control of the Company. 

 

Accounting and Auditing Requirements 

 

Philippine stock corporations are required to file copies of their annual financial statements with the Philippine SEC. 

In addition, public corporations are required to file quarterly financial statements (for the first three quarters) with 

the Philippine SEC. Those corporations whose shares are listed on the PSE are additionally required to file said 

quarterly and annual financial statements with the PSE. Shareholders are entitled to request copies of the most recent 
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financial statements of the corporation which include a statement of financial position as of the end of the most 

recent tax year and a profit and loss statement for that year. Shareholders are also entitled to inspect and examine the 

books and records that the corporation is required by law to maintain.  

 

The Board is required to present to shareholders at every annual meeting a financial report of the operations of the 

Company for the preceding year. This report is required to include audited financial statements. 
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THE PHILIPPINE STOCK MARKET 

 

 

The information presented in this section has been extracted from publicly available documents which have not been 

prepared or independently verified by our Company, the Issue Manager, the Joint Lead Underwriters, or any of our 

Company’s Affiliates or advisors in connection with the offer and sale of the Offer Shares. 

 

Brief History 

 

The Philippines initially had two stock exchanges, the Manila Stock Exchange, which was organized in 1927, and 

the Makati Stock Exchange, which began operations in 1963. Each exchange was self-regulatory, governed by its 

respective Board of Governors elected annually by its members. 

 

Several steps initiated by the Government have resulted in the unification of the two bourses into the PSE. The PSE 

was incorporated in 1992 by officers of both the Makati and the Manila Stock Exchanges. In March 1994, the 

licenses of the two exchanges were revoked. 

 

While the PSE maintains two trading floors, one in Makati City and the other in Pasig City, these floors are linked 

by an automated trading system, which integrates all bids, and ask quotations from the bourses. 

 

In June 1998, the Philippine SEC granted the PSE “Self-Regulatory Organization” status, allowing it to impose rules 

as well as implement penalties on erring trading participants and listed companies. On August 8, 2001, the PSE 

completed its demutualization, converting from a non-stock member-governed institution into a stock corporation in 

compliance with the requirements of the SRC. The PSE has an authorized capital stock of ₱120 million, of which 

₱73.5 million was subscribed and fully paid-up as of September 30, 2017. Each of the 184 member-brokers was 

granted 50,000 shares of the new PSE at a par value of ₱1 per share. In addition, a trading right evidenced by a 

“Trading Participant Certificate” was immediately conferred on each member-broker allowing the use of the PSE’s 

trading facilities. As a result of the demutualization, the composition of the PSE Board of Governors was changed, 

requiring the inclusion of seven brokers and eight non-brokers, one of whom is the President. On December 15, 

2003, the PSE listed its shares by way of introduction at its own bourse as part of a series of reforms aimed at 

strengthening the Philippine securities industry. 

 

Classified into financial, industrial, holding firms, property, services, and mining and oil sectors, companies are 

listed either on the PSE’s Main Board or the Small, Medium and Emerging Board. Recently, the PSE issued Rules 

on Exchange Traded Funds (“ETF”) which provides for the listing of ETFs on an ETF Board separate from the 

PSE’s existing boards. Previously, the PSE allowed listing on the First Board, Second Board or the Small, Medium 

and Enterprises Board. With the issuance by the PSE of its Memorandum No. CN-No. 2013-0023 dated June 6, 

2013, revisions to the PSE Listing Rules were made, among which changes are the removal of the Second Board 

listing and the requirement that lock-up rules be embodied in the articles of the incorporation of the Issuer. Each 

index represents the numerical average of the prices of component stocks. The PSE has an index, referred to as the 

PHISIX, which as of the date thereof reflects the price movements of selected stocks listed on the PSE, based on 

traded prices of stocks from the various sectors. The PSE shifted from full market capitalization to free float market 

capitalization effective as of April 3, 2006 simultaneous with the migration to the free float index and the renaming 

of the PHISIX to PSEi. The PSEi is composed of 30 selected stocks listed on the PSE. In July 2010, the PSE’s new 

trading system, now known as PSE Trade, was launched. In June 2015, the PSE Trade system was replaced by PSE 

Trade XTS. 

 

The PSE launched its Corporate Governance Guidebook in November 2010 as another initiative of the PSE to 

promote good governance among listed companies. It is composed of ten guidelines embodying principles of good 

business practice and based on internationally recognized corporate governance codes and best practices. 

 

With the increasing calls for good corporate governance, the PSE has adopted an online daily disclosure system to 

improve the transparency of listed companies and to protect the investing public. In December 2013, the PSE 

replaced its online disclosure System (“OdiSy”) with a new disclosure system, the PSE Electronic Disclosure 

Generation Technology (“EDGE”). EDGE was acquired from the Korea Exchange and is a fully automated system, 

equipped with a variety of features to (i) further standardize the disclosure reporting process of listed companies on 
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the PSE, (ii) improve investors’ disclosure searching and viewing experience and (iii) enhance overall issuer 

transparency in the market.  

 

In January 2018, the PSE transferred to its new office located at the PSE Tower, Bonifacio Global City, Taguig City, 

which currently houses the unified trading floors in Makati City and Pasig City. 

 

On March 22, 2018, the PSE completed a stock rights offering of 11,500,000 Common Shares which were offered at 

the price of ₱252.00 per share, or a total of ₱2,898,000,000. The proceeds of the stock rights offering will be used to 

fund the acquisition of PDS and capital expenditure requirements of the PSE. As of the date of this Prospectus, the 

PSE has an authorized capital stock of ₱120 million, of which 85,025,692 shares are issued. Out of this total, 

84,925,686 shares are outstanding, and 100,006 are treasury shares. 

 

The table below sets out movements in the composite index from 2005 to 2018, and for the first quarter of 2019, and 

shows the number of listed companies, market capitalization, and value of shares traded for the same period: 

 

Year 
Composite Index at 

Closing 

Number of Listed 

Companies 

Aggregate Market 

Capitalization (₱ Bn) 

Combined Value of 

Turnover (₱ Bn) 

2005 2,096.0 237 5,948.4 383.5 

2006 2,982.5 240 7,172.8 572.6 

2007 3,621.6 244 7,978.5 1,338.3 

2008 1,872.9 246 4,069.2 763.9 

2009 3,052.7 248 6,029.1 994.2 

2010 4,201.1 253 8,866.1 1,207.4 

2011 4,372.0 253 8,697.0 1,422.6 

2012 5,812.7 254 10,930.1 1,771.7 

2013 5,889.8 257 11,931.3 2,546.2 

2014 7,230.6 263 14,251.7 2,130.1 

2015 6,952.1 265 13,465.2 2,151.4 

2016 7,629.7 268 14,438.8 1,929.5 

2017 8,558.4 267 17,538.1 1,958.4 

2018 7,466.0 267 16,146.7 1,736.8 

March 31, 

2019 

7,920.9 267 17,236.0 488.9 

Source: PSE and PSE Annual Reports. 

 

Trading 

 

The PSE is a double auction market. Buyers and sellers are each represented by stock brokers. To trade, bid or ask 

prices are posted on the PSE’s electronic trading system. A buy (or sell) order that matches the lowest asked (or 

highest bid) price is automatically executed. Buy and sell orders received by one broker at the same price are 

crossed at the PSE at the indicated price. Transactions are generally invoiced through a confirmation slip sent to 

customers on the trade date (or the following trading day). Payment of purchases of listed securities must be made 

by the buyer on or before the third trading day (the settlement date) after the trade. 

 

Equities trading on the PSE starts at 9:30 a.m. and ends at 12:00 p.m. for the morning session, and resumes at 1:30 

pm and ends at 3:30 pm for the afternoon session, with a ten-minute extension during which transactions may be 

conducted, provided that they are executed at the last traded price and are only for the purpose of completing 

unfinished orders. Trading days are Monday to Friday, except legal and special holidays and days when the BSP 

clearing house is closed. 

 

Minimum trading lots range from 5 to 1,000,000 shares depending on the price range and nature of the security 

traded. The minimum trading lot for the Company’s Shares is 10 shares. Odd-sized lots are traded by brokers on a 

board specifically designed for odd-lot trading. 
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To maintain stability in the stock market, daily price swings are monitored and regulated. Under current PSE 

regulations, whenever an order will result in a breach of the trading threshold of a security within a trading day, the 

trading of that security will be frozen. Orders cannot be posted, modified or cancelled for a security that is frozen. In 

cases where an order has been partially matched, only the portion of the order that will result in a breach of the 

trading threshold will be frozen. Where the order results in a breach of the trading threshold, the following 

procedures shall apply: 

 

• In case the static threshold is breached, the PSE will accept the order, provided the price is within the allowable 

percentage price difference under the implementing guidelines of the revised trading rules (i.e., 50% of the 

previous day’s reference or closing price, or the last adjusted closing price); otherwise, such order will be 

rejected. In cases where the order is accepted, the PSE will adjust the static threshold to 60%. All orders 

breaching the 60% static threshold will be rejected by the PSE. 

 

• In case the dynamic threshold is breached, the PSE will accept the order if the price is within the allowable 

percentage price difference under the existing regulations (i.e., 20% for security cluster A and newly-listed 

securities, 15% for security cluster B and 10% for security cluster C); otherwise, such order will be rejected by 

the PSE. 

 

NON-RESIDENT TRANSACTIONS 

 

When the purchase/sale of Philippine shares involves a non-resident, whether the transaction is effected in the 

domestic or foreign market, it will be the responsibility of the securities dealer/broker to register the transaction with 

the BSP. The local securities dealer/broker shall file with the BSP, within three business days from the transaction 

date, an application in the prescribed registration form. After compliance with other required undertakings, the BSP 

shall issue a Certificate of Registration. Under BSP rules, all registered foreign investments in Philippine securities 

including profits and dividends, net of taxes and charges, may be repatriated. 

 

SETTLEMENT 

 

The Securities Clearing Corporation of the Philippines (“SCCP”) is a wholly-owned subsidiary of the PSE, and was 

organized primarily as a clearance and settlement agency for SCCP-eligible trades executed through the facilities of 

the PSE. SCCP received its permanent license to operate on January 17, 2002. It is responsible for: (1) 

synchronizing the settlement of funds and the transfer of securities through delivery versus payment, as well as 

clearing and settlement of transactions of clearing members, who are also PSE Trading Participants; (2) 

guaranteeing the settlement of trades in the event of a PSE Trading Participant’s default through the implementation 

of its “Fails Management System” and administration of the Clearing and Trade Guaranty Fund, and; (3) 

performance of risk management and monitoring to ensure final and irrevocable settlement. 

 

SCCP settles PSE trades on a three-day rolling settlement environment, which means that settlement of trades takes 

place three days after transaction date (T+3). The deadline for settlement of trades is 12:00 noon of T+3. Securities 

sold should be in scripless form and lodged under the book entry system of the PDTC. Each PSE Trading Participant 

maintains a Cash Settlement Account with one of the eight existing Settlement Banks of SCCP which are Banco De 

Oro Unibank, Inc. (“BDO Unibank”), Rizal Commercial Banking Corporation (“RCBC”), Metropolitan Bank & 

Trust Company (“Metrobank”), Deutsche Bank (“DB”), Union Bank of the Philippines (“Unionbank”), The 

Hongkong and Shanghai Banking Corporation Limited (“HSBC”), Maybank Philippines, Inc. (“Maybank”) and 

Asia United Bank Corporation (“AUB”). Payment for securities bought should be in good, cleared funds and should 

be final and irrevocable. Settlement is presently on a broker level. 

 

SCCP implemented its Central Clearing and Central Settlement (“CCCS”) system in May 29, 2006. CCCS employs 

multilateral netting, whereby the system automatically offsets “buy” and “sell” transactions on a per issue and a per 

flag basis to arrive at a net receipt or a net delivery security position for each clearing member. All cash debits and 

credits are also netted into a single net cash position for each clearing member. Novation of the original PSE trade 

contracts occurs, and SCCP stands between the original trading parties and becomes the Central Counterparty to 

each PSE-eligible trade cleared through it. 
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SCRIPLESS TRADING 

 

In 1995, the PDTC, was organized to establish a central depository in the Philippines and introduce scripless or 

book-entry trading in the Philippines. On December 16, 1996, the PDTC was granted a provisional license by the 

Philippine SEC to act as a central securities depository. 

 

All listed securities at the PSE have been converted into book-entry settlement in the PDTC. The depository service 

of the PDTC provides the infrastructure for lodgment (deposit) and upliftment (withdrawal) of securities, pledge of 

securities, securities lending and borrowing and corporate actions including shareholders’ meetings, dividend 

declarations and rights offerings. The PDTC also provides depository and settlement services for non-PSE trades of 

listed equity securities. For transactions on the PSE, the security element of the trade will be settled through the 

book-entry system, while the cash element will be settled through the current settlement banks, BDO Unibank, 

RCBC, Metrobank, DB, Unionbank, HSBC, Maybank and AUB. 

 

In order to benefit from the book-entry system, securities must be immobilized into the PDTC system through a 

process called lodgment. Lodgment is the process by which shareholders transfer legal title (but not beneficial title) 

over their shares of stock in favor of PCD Nominee Corporation (“PCD Nominee”), a corporation wholly owned by 

the PDTC whose sole purpose is to act as nominee and legal title holder of all shares of stock lodged into the PDTC. 

“Immobilization” is the process by which the warrant or share certificates of lodging holders are cancelled by the 

transfer agent and the corresponding transfer of beneficial ownership of the immobilized shares to PCD Nominee 

will be recorded in the Issuer’s registry. This trust arrangement between the participants and PDTC through PCD 

Nominee is established by and explained in the PDTC Rules and Operating Procedures approved by the Philippine 

SEC. No consideration is paid for the transfer of legal title to PCD Nominee. Once lodged, transfers of beneficial 

title of the securities are accomplished via book-entry settlement. 

 

Under the current PDTC system, only participants (e.g. brokers and custodians) will be recognized by the PDTC as 

the beneficial owners of the lodged equity securities. Thus, each beneficial owner of shares, through his participant, 

will be the beneficial owner to the extent of the number of shares held by such participant in the records of the PCD 

Nominee. All lodgments, trades and uplifts on these shares will have to be coursed through a participant. Ownership 

and transfers of beneficial interests in the shares will be reflected, with respect to the participant’s aggregate 

holdings, in the PDTC system, and with respect to each beneficial owner’s holdings, in the records of the 

participants. Beneficial owners are thus advised that in order to exercise their rights as beneficial owners of the 

lodged shares, they must rely on their participant-brokers and/or participant custodians. 

 

Any beneficial owner of shares who wishes to trade his interests in the shares must execute the trade through a 

participant. The participant can execute PSE trades and non-PSE trades of lodged equity securities through the 

PDTC system. All matched transactions in the PSE trading system will be fed through the SCCP and into the PDTC 

system. Once it is determined on the settlement date (T+3) that there are adequate securities in the securities 

settlement account of the participant-seller and adequate cleared funds in the settlement bank account of the 

participant-buyer, the PSE trades are automatically settled in the CCCS system, in accordance with the SCCP and 

PDTC Rules and Operating Procedures. Once settled, the beneficial ownership of the securities is transferred from 

the participant-seller to the participant-buyer without the physical transfer of stock certificates covering the traded 

securities. 

 

If a shareholder wishes to withdraw his stockholdings from the PDTC System, the PDTC has a procedure of 

upliftment under which PCD Nominee will transfer back to the shareholder the legal title to the shares lodged. The 

uplifting shareholder shall follow the Rules and Operating Procedure of the PDTC for the upliftment of shares 

lodged under the name of PCD Nominee. The transfer agent shall prepare and send a Registry Confirmation Advice 

to the PDTC covering the new number of shares lodged under PCD Nominee. The expenses for upliftment are 

generally on the account of the uplifting shareholder. 

 

The difference between the depository and the registry would be on the recording of the shares in the issuing 

corporations’ books. In the depository set-up, shares are simply immobilized, wherein customers’ certificates are 

cancelled and a confirmation advice is issued in the name of PCD Nominee Corp. Transfers among/between broker 

and/or custodian accounts, as the case may be, will only be made within the book-entry system of PDTC. However, 

as far as the issuing corporation is concerned, the underlying certificates are in the nominee’s name. In the registry 
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set-up, settlement and recording of ownership of traded securities will already be directly made in the corresponding 

issuing company’s transfer agents’ books or system. Likewise, recording will already be at the beneficiary level 

(whether it be a client or a registered custodian holding securities for its clients), thereby removing from the broker 

its current “de facto” custodianship role. 

 

AMENDED RULE ON LODGMENT OF SECURITIES 

 

On June 24, 2009, the PSE apprised all listed companies and market participants through Memorandum No. 2009-

0320 that commencing on July 1, 2009, as a condition for the listing and trading of the securities of an applicant 

company, the applicant company shall electronically lodge its registered securities with the PDTC or any other 

entity duly authorized by the Philippine SEC, without any jumbo or mother certificate, in compliance with the 

requirements of Section 43 of the SRC. In compliance with the foregoing requirement, actual listing and trading of 

securities on the scheduled listing date shall take effect only after submission by the applicant company of the 

documentary requirements stated in Article III, Part A of the PSE’s Revised Listing Rules. 

 

For listing applications, the amended rule on lodgment of securities is applicable to: 

 

• The offer shares/securities of the applicant company in the case of an initial public offering; 

• The shares/securities that are lodged with the PDTC, or any other entity duly authorized by the Commission in 

the case of a listing by way of introduction; 

• New securities to be offered and applied for listing by an existing listed company; and 

• Additional listing of securities of an existing listed company. 

 

Pursuant to the said amendment, the PDTC issued an implementing procedure in support thereof as follows: 

 

 For new companies to be listed at the PSE as of July 1, 2009 the usual procedure will be observed but the 

Transfer Agent of the companies shall no longer issue a certificate to PCD Nominee Corp. but shall issue a 

Registry Confirmation Advice, which shall be the basis for the PDTC to credit the holdings of the Depository 

Participants on listing date. 

 On the other hand, for existing listed companies, the PDTC shall wait for the advice of the Transfer Agents that 

it is ready to accept surrender of PCNC jumbo certificates and upon such advice the PDTC shall surrender all 

PCNC jumbo certificates to the Transfer Agents for cancellation. The Transfer Agents shall issue a Registry 

Confirmation Advice to PCNC evidencing the total number of shares registered in the name of PCNC in the 

issuer’s registry as of confirmation date. 

 

ISSUANCE OF STOCK CERTIFICATES FOR CERTIFICATED SHARES 

 

On or after the listing of the shares on the PSE, any beneficial owner of the shares may apply with PDTC through 

his broker or custodian-participant for withdrawal from the book-entry system and return to the conventional paper-

based settlement. If a shareholder wishes to withdraw his stockholdings from the PDTC system, the PDTC has a 

procedure of upliftment under which the PCD Nominee will transfer back to the shareholder the legal title to the 

shares lodged. The uplifting shareholder shall follow the Rules and Operating Procedures of the PDTC for the 

uplifting of the shares lodged under the name of the PCD Nominee. The transfer agent shall prepare and send a 

Registry Confirmation Advice to the PDTC covering the new number of shares lodged under the PCD Nominee. 

 

Upon the issuance of stock certificates for the shares in the name of the person applying for upliftment, such shares 

shall be deemed to be withdrawn from the PDTC book-entry settlement system, and trading on such shares will 

follow the normal process for settlement of certificated securities. The expenses for upliftment of the shares into 

certificated securities will be charged to the person applying for upliftment. Pending completion of the upliftment 

process, the beneficial interest in the shares covered by the application for upliftment is frozen and no trading and 

book-entry settlement will be permitted until the relevant stock certificates in the name of the person applying for 

upliftment shall have been issued by the relevant company’s transfer agent. 
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AMENDMENT RULE ON MINIMUM PUBLIC OWNERSHIP 

 

Under the PSE Amended Rule on Minimum Public Ownership, listed companies are required, at all times, to 

maintain a minimum percentage of listed securities held by the public of 10.0% of the listed companies' total issued 

and outstanding shares (i.e., exclusive of treasury shares), or at such percentage that may be prescribed by the PSE. 

For purposes of determining compliance with the MPO, shares held by the following are generally considered "held 

by the public”: (a) individuals (for as long as the shares held are not of a significant size (i.e., less than 10.0%) and 

are non-strategic in nature; (b) trading participants (for as long as the shares held are non-strategic in nature); (c) 

investment and mutual funds; (d) pension funds; (e) PCD nominees if this account constitutes a number of 

shareholders, none of which has significant holdings (provided that if an owner of shares under the PCD Nominee 

has a shareholding that is 10% or more of the total issued and outstanding shares, then this shareholder is considered 

a principal stockholder); and (f) social security funds. 

 

Listed companies that become non-compliant with the MPO on or after January 1, 2013 will be suspended from 

trading for a period of not more than six (6) months and will automatically be delisted if it remains non-compliant 

with the MPO after the lapse of the suspension period. Suspended or delisted shares will not be traded on the 

exchange. In addition, sale of shares of listed companies that do not maintain the MPO are not considered publicly 

listed for taxation purposes and should, therefore, be subjected to capital gains tax and documentary stamp tax. 

 

In accordance with the SEC Memorandum Circular No. 13 Series of 2017 issued on December 1, 2017, the MPO 

requirement on initial public offerings is increased from 10.0% to 20.0%. For existing publicly listed companies, the 

existing rules and/or guidelines of an exchange on minimum public float duly approved by the SEC still apply. The 

PSE rule on MPO requires that listed companies shall, at all times, maintain a minimum percentage of listed 

securities held by the public of 10.0% of the listed companies' issued and outstanding shares, exclusive of any 

treasury shares, or as such percentage that may be  prescribed by the PSE. As of date, the SEC is looking at 

increasing the MPO requirement of existing listed companies to 15.0%, such proposed rules on MPO is yet to be 

issued by SEC for comments by the public.  
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PHILIPPINE TAXATION 

 

 

The following is a general description of certain Philippine tax aspects of consequences of the acquisition, 

ownership and disposition of the Common Shares. This general description does not purport to be a comprehensive 

description of the Philippine tax aspects of the Common Shares and no information is provided regarding the tax 

aspects of acquiring, owning, holding or disposing of the Common Shares under applicable tax laws of other 

applicable jurisdictions and the specific Philippine tax consequence in light of particular situations of acquiring, 

owning, holding and disposing of the Common Shares in such other jurisdictions. The following discussion does not 

purport to be a comprehensive description of all of the tax considerations that may be relevant to a decision to 

purchase, own, or dispose of the Common Shares. 

 

The tax treatment of a prospective investor may vary depending on such investor’s particular situation and certain 

investors may be subject to special rules not discussed below. This summary does not purport to be a comprehensive 

description of all of the tax considerations that may be relevant to a decision to invest in the shares and does not 

purport to deal with the tax consequences applicable to all categories of investors, some of which (such as dealers in 

securities) may be subject to special rates. This discussion does not provide information regarding the tax aspects of 

acquiring, owning, holding or disposing of the shares under applicable tax laws of other applicable jurisdictions and 

the specific Philippine tax consequence in light of particular situations of acquiring, owning, holding and disposing 

of the shares in such other jurisdictions. 

 

EACH PROSPECTIVE INVESTOR SHOULD CONSULT ITS OWN TAX ADVISOR AS TO THE 

PARTICULAR TAX CONSEQUENCES OF THE ACQUISITION, OWNERSHIP AND DISPOSITION OF 

THE SHARES, INCLUDING THE APPLICABILITY AND EFFECT OF LOCAL AND NATIONAL TAX 

LAWS 

 

As used herein, the term “resident alien” refers to an individual whose residence is within the Philippines and who is 

not a citizen thereof. A “non-resident alien” is an individual whose residence is not within the Philippines and who 

is not a citizen thereof. A non-resident alien who is actually within the Philippines for an aggregate period of more 

than 180 days during any calendar year is considered a “non-resident alien engaged in trade or business in the 

Philippines”. A non-resident alien who is actually within the Philippines for an aggregate period of 180 days or less 

during any calendar year is considered a “non-resident alien not engaged in trade or business in the Philippines”. A 

“domestic corporation” is created or organized under the laws of the Philippines; a “resident foreign corporation” is 

a non-Philippine corporation engaged in trade or business in the Philippines; and a “non-resident foreign 

corporation” is a non-Philippine corporation not engaged in trade or business in the Philippines. This general 

description does not purport to be a comprehensive description of the Philippine tax aspects of the Common Shares 

and no information is provided regarding the tax aspects of acquiring, owning, holding or disposing of the Common 

Shares under applicable tax laws of other applicable jurisdictions an the specific Philippine tax consequence in light 

of particular situations of acquiring, owning, holding and disposing of the Common Shares in such other 

jurisdictions. 

 

The Tax Reform for Acceleration and Inclusion (“TRAIN”) 

 

On December 19, 2017, President Rodrigo Roa Duterte signed into law the Republic Act No. 10963, otherwise 

known as the “Tax Reform for Acceleration and Inclusion” Act. The objectives of this Act are as follows: 

 

a. To enhance the progressivity of the tax system through the rationalization of the Philippine internal 

revenue tax system, thereby promoting sustainable and inclusive economic growth; 

b. To provide, as much as possible, an equitable relief to a greater number of taxpayers and their families 

in order to improve levels of disposable income and increase economic activity; and 

c. To ensure that the government is able to provide for the needs of those under its jurisdiction and care 

through the provision of better infrastructure, health, education, jobs, and social protection for the 

people. 
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Corporate Income Tax 

 

A domestic corporation is subject to a tax of 30% of its taxable income (gross income less allowable deductions) 

from all sources within and outside the Philippines except, among other things, (a) gross interest income from 

Philippine currency bank deposits and yield from deposit substitutes, trust funds and similar arrangements as well as 

royalties from sources within the Philippines which are generally taxed at the lower final withholding tax rate of 

20% of the gross amount of such income; and (b) interest income from a depository bank under the expanded 

foreign currency deposit system which is subject to a final tax at the rate of 15% of such income. 

 

A minimum corporate income tax of 2% of the gross income as of the end of the taxable year is imposed on a 

domestic corporation beginning on the fourth taxable year immediately following the year in which such corporation 

commenced its business operations, when the minimum corporate income tax is greater than the ordinary corporate 

income tax. 

 

Nevertheless, any excess of the minimum corporate income tax over the ordinary corporate income tax shall be 

carried forward and credited against the latter for the three immediately succeeding taxable years. Furthermore, 

subject to certain conditions, the minimum corporate income tax may be suspended with respect to a corporation, 

which suffers losses on account of a prolonged labor dispute, or because of force majeure, or because of legitimate 

business reverses. 

 

While the TRAIN Law, which is the first package of the CTRP of the Duterte administration, brought about 

extensive changes to individual income taxation, it did not include changes in corporate income taxation.  This is 

expected to be addressed in the second package of the CTRP which reportedly aims to lower corporate income taxes 

and modernize fiscal incentives in a bid to complement the expected incremental revenues from the first package. 

 

Tax on Dividends 

 

Cash and property dividends received from a domestic corporation by individual shareholders who are either 

citizens or residents of the Philippines are subject to income tax at a final withholding tax rate of 10%, which shall 

be withheld by the company. Cash and property dividends received by non-resident alien individuals engaged in 

trade or business in the Philippines are subject to income tax at a 20% final withholding tax rate on the gross amount 

thereof, while cash and property dividends received by non-resident alien individuals not engaged in trade or 

business in the Philippines are subject to income tax at a final withholding tax rate of 25% of the gross amount, 

subject, however, to the applicable preferential tax rates under income tax treaties executed between the Philippines 

and the country of residence or domicile of such non-resident alien individuals. 

 

Cash and property dividends received from a domestic corporation by another domestic corporation or by resident 

foreign corporations are not subject to income tax, while those received by non-resident foreign corporations are 

generally subject to income tax at a final withholding tax rate 30%. The 30% income tax rate for dividends paid to a 

non-resident foreign corporation may be reduced to a lower rate of 15% if tax sparing applies, which is when (i) the 

country in which the non-resident foreign corporation is domiciled imposes no tax on foreign sourced dividends or 

(ii) the country of domicile of the non-resident foreign corporation allows at least 15% credit equivalent for taxes 

deemed to have been paid in the Philippines. 

 

Revenue Memorandum Circular No. 80-1991 (Publishing the Resolution of the Supreme Court dated March 7, 1990 

in G.R. No. 76573 entitled “Marubeni Corporation vs. Commissioner of Internal Revenue and Court of Tax 

Appeals” re: pre-requisites for the availment of 15% preferential tax rate under then Section 24 (b)(1) now Sec. 

25(b)(5)(B) of the National Internal Revenue Code, as amended dated August 12, 1991) states that in order to avail 

of the 15% tax sparing rate a non-resident foreign holder must submit the following documents to the payor of the 

cash dividends: (i) an authenticated certification issued by the foreign tax authority that  the dividends received by 

the non-resident foreign corporation from the domestic corporation were not among the items considered in arriving 

at the income tax due from the non-resident foreign corporation; (ii) the income tax return of the non-resident 

foreign corporation for the taxable year when the dividends were received; and (iii) an authenticated document 

issued by the foreign tax authority showing that the foreign government allowed a credit on the tax deemed paid in 

the Philippines or did not impose any tax on the dividends. The income recipient may also file a request for a ruling 

from the BIR that the 15% income tax rate is applicable to its receipt of the dividends and the request has to comply 
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with Revenue Memorandum Order No. 9-2014 (Requests for Rulings with the Law and Legislative Division dated 

February 6, 2014) and other relevant BIR issuances. The income recipient should thereafter provide the payor of the 

cash dividends with proof of its filing of an application for a ruling with the BIR before the deadline for the 

remittance to the BIR of the withholding tax on the dividends. 

 

The abovementioned tax rates are without prejudice to applicable preferential tax rates under income tax treaties in 

force between the Philippines and the country of domicile of the non-resident holder. Most tax treaties to which the 

Philippines is a party provide for a reduced tax rate of 15% in cases where the dividend arises in the Philippines and 

is paid to a resident of the other contracting state. Most income tax treaties also provide that reduced withholding tax 

rates shall not apply if the recipient of the dividend, who is a resident of the other contracting state, carries on 

business in the Philippines through a permanent establishment and the holding of the relevant dividend-earning 

interest is effectively connected with such permanent establishment. 

 

The BIR prescribed certain procedures for availment of tax treaty relief on dividends under Revenue Memorandum 

Order No. 8-2017 (Procedure for Claiming Tax Treaty Benefits for Dividend, Interest and Royalty Income of 

Nonresident Income Earners, dated October 24, 2016). The preferential treaty rates shall be applied by the 

withholding agent/income payor provided that the non-resident income recipient submits, before the dividends are 

credited or paid, a Certificate of Residence for Tax Treaty Relief (“CORTT”) Form that complies with Revenue 

Memorandum Order No. 8-2017. After the remittance of the withholding tax to the BIR, the withholding 

agent/income payor shall submit an original copy of the duly accomplished CORTT Form within 30 days.  

 

If a company withholds the regular tax rate instead of the reduced rate applicable under an income tax treaty, a non-

resident holder of the company’s shares may file a claim for a refund from the BIR. However, because the refund 

process in the Philippines requires the filing of an administrative claim and the submission of supporting 

information, and may also involve the filing of a judicial appeal, it may be impractical to pursue such a refund. 

 

Transfer taxes (e.g., DST, local transfer tax) may be payable if the dividends declared are property dividends, 

depending on the type of property distributed as dividends. Stock dividends distributed pro rata to all the 

shareholders of the corporation are generally not subject to Philippine income tax. However, the subsequent sale, 

exchange, or disposition of shares in a domestic corporation received as stock dividends by the shareholder is 

subject to either: (a) stock transaction tax, if the transfer is through a local stock exchange, or (b) capital gains tax 

and documentary stamp tax, if otherwise. 

 

Preferential Rates under Income Tax Treaties  

 

The following table lists some of the countries with which the Philippines has income tax treaties and the tax rates 

currently applicable to non-resident holders who are residents of those countries: 

 

 
Dividends 

(%) 

 

Stock transaction tax 

on sale or disposition 

effected through the PSE 

(%)
(9)

 

 

Capital gains tax due 

on disposition of 

shares outside the PSE 

(%) 

 Canada 25
(1)

 0.6 May be exempt
(13)

 

China 15
(2)

 Exempt
(10)

 May be exempt
(13)

 

France 15
(3)

 Exempt
(11)

 May be exempt
(13)

 

Germany 15
(4)

 Exempt
(12)

 May be exempt
(13)

 

Japan 15
(5)

 0.6 May be exempt
(13)

 

Singapore 25
(6)

 0.6 May be exempt
(13)

 

United Kingdom 25
(7)

 0.6 Exempt
(14)

 

United States 25
(8)

 0.6 May be exempt
(13)

 

Notes: 

(1) 15% if the recipient company which is a resident of Canada controls at least 10% of the voting power of 

the company paying the dividends; 25% in all other cases. 
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(2) 10% if the beneficial owner is a company which holds directly at least 10% of the capital of the company 

paying the dividends; 15% in all other cases. 

 

(3) 10% if the recipient company (excluding a partnership) holds directly at least 10% of the voting shares of 

the company paying the dividends; 15% in all other cases. 

 

(4) 5% if the recipient company (excluding a partnership) holds directly at least 70% of the capital of the 

company paying the dividends; 10% if the recipient company (excluding a partnership) holds directly at least 25% 

of the capital of the company paying the dividends.; 15% in all other cases 

 

(5) 10% if the recipient company holds directly at least 10% of either the voting shares of the company paying 

the dividends or of the total shares issued by that company during the period of six months immediately preceding 

the date of payment of the dividends; 15% in all other cases. 

 

(6) 15% if during the part of the taxable year of the paying company which precedes the date of payment of 

dividends and during the whole of its prior taxable year at least 15% of the outstanding shares of the voting shares 

of the paying company were owned by the recipient company; 25% in all other cases. 

 

(7) 15% if the recipient company is a company which controls directly or indirectly at least 10% of the voting 

power of the company paying the dividends; 25% in all other cases. 

 

(8) 20% if during the part of the taxable year of the paying company which precedes the date of payment of 

dividends and during the whole of its prior taxable year, at least 10% of the outstanding shares of the voting shares 

of the paying corporation were owned by the recipient corporation; 25% in other cases. Notwithstanding the rates 

provided under the Convention between the Government of the Republic of the Philippines and the Government of 

the United States of America with respect to Taxes on Income, corporations which are residents of the United States 

may avail of the 15% withholding tax rate under the tax-sparing clause of the National Internal Revenue Code 

provided certain conditions are met. 

 

(9)  If the stock transaction tax is not expressly included in the tax treaty, the income recipient will be subject to 

stock transaction tax at the rate of 0.6% of the gross selling price as provided under Section 127 of the National 

Internal Revenue Code as amended by the Section 39 of the TRAIN. 

 

(10)  Article 2(2)(b)(ii) of the Agreement between the Government of the Republic of the Philippines and the 

Government of the People’s Republic of China for the Avoidance of Double Taxation and the Prevention of Fiscal 

Evasion with Respect to Taxes on Income was signed on November 18, 1999. 

 

(11)  Article 1 of the Protocol to the Tax Convention between the Government of the Republic of the Philippines 

and the Government of the French Republic Signed on January 9, 1976 was signed in Paris, France on June 26, 

1995. 

 

(12)  Article 2(3)(a)(iv) of the Agreement between the Government of the Republic of the Philippines and the 

Federal Republic of Germany for the Avoidance of Double Taxation with Respect to Taxes on Income and Capital 

signed on September 9, 2013. 

 

(13) Capital gains are taxable only in the country where the seller is a resident, provided the shares are not 

those of a corporation, the assets of which consist principally of real property situated in the Philippines, in which 

case the sale is subject to Philippine taxes. 

 

(14) Under the income tax treaty between the Philippines and the United Kingdom, capital gains on the sale of 

the shares of Philippine corporations are subject to tax only in the country where the seller is a resident, 

irrespective of the nature of the assets of the Philippine corporation. 

 

When availing of capital gains tax exemption on the sale of shares of stock under an income tax treaty, a tax treaty 

exemption ruling from the BIR shall be necessary in order to completely implement the transfer. For sale of shares 

made outside the PSE, a CAR from the BIR is required before the transfer is registered in the company’s stock and 
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transfer book. The BIR issues the CAR only after verifying that the applicable taxes have been paid. Thus, in lieu of 

proof of payment of capital gains tax, the tax treaty relief ruling should be submitted to the BIR office processing the 

CAR. 

 

The requirements for a tax treaty relief application in respect of capital gains tax or the stock transaction tax on the 

sale of shares are set out in Revenue Memorandum Order No. 72-2010 (Guidelines on the Processing of Tax Treaty 

Relief Applications (TTRA) Pursuant to Existing Philippine Tax Treaties dated August 25, 2010), BIR Form No. 

0901-C, other BIR issuances. These include proof of residence in the country that is a party to the income tax treaty. 

Proof of residence consists of a consularized certification from the tax authority of the country of residence of the 

seller of shares which provides that the seller is a resident of such country under the applicable income tax treaty. If 

the seller is a juridical entity, authenticated certified true copies of its articles of incorporation or association issued 

by the proper government authority should also be submitted to the BIR in addition to the certification of its 

residence from the tax authority of its country of residence. The tax treaty relief application has to be filed with the 

BIR before the first taxable event as defined under Revenue Memorandum Order No. 72-2010, which in respect of 

capital gains tax, is before the due date for the payment of the documentary stamp tax on the sale of shares.  

 

Sale, Exchange, or Disposition of Shares after the IPO 

 

Taxes on Transfer of Shares Listed and Traded on the PSE 

 

Unless an applicable income tax treaty exempts the sale from income and/or percentage tax, a sale or other 

disposition of shares of stock through the facilities of the PSE by a resident or a non-resident shareholder (other than 

a dealer in securities) is subject to a percentage tax usually referred to as a stock transaction tax at the rate of 0.6% 

of the gross selling price or gross value in money of the shares of stock sold or otherwise disposed, which shall be 

paid by the seller or transferor. This tax is required to be collected by and paid to the Government by the selling 

stockbroker on behalf of its client. The stock transaction tax is classified as a percentage tax in lieu of a capital gains 

tax. Under certain income tax treaties, the exemptions from capital gains tax may not be applicable to the stock 

transaction tax. However, exemptions from capital gains tax under certain income treaties may not be applicable to 

the stock transaction tax. 

 

In addition, a VAT of 12% is imposed on the commission earned by the PSE-registered broker, which the broker 

generally passes on to its client, the seller or transferor. 

 

Capital Gains Tax, if the Sale was Made outside the PSE 

 

The net capital gains realized from the sale, exchange, or other disposition of shares of stock outside the facilities of 

the PSE by an individual citizen, resident alien, or a domestic corporation (other than a dealer in securities) during 

each taxable year are subject to capital gains tax at the rate of 15% of the net capital gains realized during the 

taxable year. For non-resident alien individuals, such sale, exchange, or disposition is also taxable at the rate of 15%, 

except that this constitutes final withholding tax. 

 

The net capital gains realized by a resident foreign corporation or a non-resident foreign corporation during each 

taxable year from the sale, exchange, or disposition of shares of stock in a domestic corporation outside the facilities 

of the PSE are subject to the following rates: 

 

 On any amount not over ₱100,000 ………………………. 5% 

 On any amount in excess of ₱100,000…………………… 10%  

 

The transfer of shares shall not be recorded in the books of the domestic corporation, unless the BIR has issued a 

Certificate Authorizing Registration (“CAR”). The BIR issues a CAR only after verifying that the applicable taxes 

have been paid. 

 

Documentary Stamp Tax 

 

Under the TRAIN Act, the original issue of shares is subject to documentary stamp tax of ₱2.00 on each ₱200 par 

value, or fraction thereof, of the shares issued. On the other hand, the transfer of shares is subject to a documentary 
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stamp tax at a rate of ₱1.50 on each ₱200, or fractional part thereof, of the par value of the Common Shares. The 

documentary stamp tax is imposed on the person making, signing, issuing, accepting or transferring the document 

and is thus payable either by the vendor or the purchaser of the Common Shares. 

 

However, the sale, barter or exchange of Common Shares listed and traded through the PSE are exempt from 

documentary stamp tax. 

 

In addition, the borrowing and lending of securities executed under the securities borrowing and lending program of 

a registered exchange, or in accordance with regulations prescribed by the appropriate regulatory authority, are 

likewise exempt from documentary stamp tax. However, the securities borrowing and lending agreement should be 

duly covered by a master securities borrowing and lending agreement acceptable to the appropriate regulatory 

authority, and should be duly registered and approved by the BIR. 

 

Estate and Gift Taxes 

 

Under the TRAIN Act, the transfer of the Common Shares upon the death of a registered holder to his heirs by way 

of succession, whether such an individual was a citizen of the Philippines or an alien, regardless of residence, will be 

subject to Philippine estate tax at a rate of 6.0% based on the value of the net estate. 

 

Under the TRAIN Act, the transfer of the Common Shares by gift or donation would be subject to a uniform rate of 

6% for both individuals and corporate holders. 

 

Estate and gift taxes will not be collected in respect of intangible personal property, such as shares, (1) if the 

deceased at the time of death, or the donor at the time of donation, was a citizen and resident of a foreign country 

which at the time of his death or donation did not impose a transfer tax of any character in respect of intangible 

personal property of citizens of the Philippines not residing in that foreign country, or (2) if the laws of the foreign 

country of which the deceased or the donor was a citizen and resident at the time of his death or donation allow a 

similar exemption from transfer or death taxes of every character or description in respect of intangible personal 

property owned by citizens of the Philippines not residing in that foreign country. 

 

Revenue Regulation No. 006-08 prescribes that in case the fair market value of the shares of stock sold, bartered or 

exchanged is greater than the amount of money and/or fair market value of the property received, the excess of the 

fair market value of the shares of stock sold, bartered or exchanged over the amount of money and the fair market 

value of the property, if any, received as consideration shall be deemed a gift subject to the donor’s tax under the 

Tax Code. 

 

Taxation outside the Philippines 

 

Shares of stock in a domestic corporation are considered under Philippine law as situated in the Philippines and the 

gain derived from their sale is entirely from Philippine sources; hence such gain is subject to Philippine income tax 

and capital gains tax and the transfer of such shares by gift (donation) or succession is subject to the donors’ or 

estate taxes, each as described above. 

 

The tax treatment of a non-resident holder of shares of stock in jurisdictions outside the Philippines may vary 

depending on the tax laws applicable to such holder by reason of domicile or business activities and such holder’s 

particular situation. This Prospectus does not discuss the tax consideration on non-resident holders of shares of stock 

under laws other than those of the Philippines.  
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PHILIPPINE FOREIGN EXCHANGE AND OWNERSHIP CONTROLS 

 

 

Registration of Foreign Investments and Exchange Controls 

 

Under current BSP regulations, an investment in listed Philippine securities (such as the Common Shares) must be 

registered with the BSP if the foreign exchange needed to service the repatriation of capital and the remittance of 

dividends, profits and earnings derived from such shares is to be sourced from the Philippine banking system. If the 

foreign exchange required to service capital repatriation or dividend remittance is sourced outside the Philippine 

banking system, registration is not required. BSP Circular No. 471 (Series of 2005), as amended, however subjects 

foreign exchange dealers, money changers and remittance agents to R.A. No. 9160 (the Anti-Money Laundering Act 

of 2001, as amended) and requires these non-bank sources of foreign exchange to require foreign exchange buyers 

to submit, among others, the original BSP registration document in connection with their application to purchase 

foreign exchange for purposes of capital repatriation and remittance of dividends. 

 

Under BSP Circular 1030, the registering AAB with authority to operate a FCDU must register equity investments 

listed on an onshore exchange on behalf of the non-resident investor. The registering AAB must also report all 

transactions on the registered investment to the BSP. Applications for registration must be accompanied by:  (1) 

proof of investment, such as purchase invoice or, subscription agreement; and (2) proof of funding, such as the 

original certificate of inward remittance of foreign exchange and its conversion into Pesos through an authorized 

agent bank in the prescribed format. Additionally, the foreign investor must execute an Authority to Disclose 

Information covering all its investments with each designated registering AAB. 

 

For excess Pesos arising from unrealized investments, banks may sell foreign exchange to the foreign investor 

equivalent to the excess Pesos that are funded by inward remittance of foreign exchange plus interest earned on the 

excess Pesos, provided that at least 50% of the inwardly remitted foreign exchange should have been invested 

onshore. However, in case of disapproved subscription or oversubscription of debt and equity securities, erroneously 

remitted funds, and similar cases, the 50% requirement need not be complied with. In these cases, the foreign 

investor must execute an Application to Purchase and the bank shall report the foreign exchange remittance to the 

BSP. 

 

BSP-registered investments are entitled to full and immediate repatriation of capital and remittance of related 

earnings  using foreign exchange sourced from the Philippine banking system, without need of BSP approval 

(although the remitting bank shall be required to report such foreign exchange remittances to the BSP).  Remittance 

is permitted upon presentation of:  (1) the BSP registration document; (2) supporting documents such as, the cash 

dividends notice from the PSE and the PDTC showing a printout of cash dividend payment or computation of 

interest earned; (3) copy of the corporate secretary’s sworn statement on the board resolution covering the dividend 

declaration; and (4) original computation of the Peso amount to be converted to foreign exchange in the format 

prescribed by the BSP.  Pending reinvestment or repatriation offshore, Peso divestment proceeds, as well as related 

earnings of registered investments, may be lodged temporarily in interest-bearing deposit accounts.  Interest earned 

thereon, net of taxes, may also be remitted in full without further BSP approval.  Peso divestment proceeds or 

earnings from registered investments may be reinvested in the Philippines if the investments are registered with the 

BSP or the investor’s registering AAB. 

 

The foregoing is subject to the power of the BSP, through the Monetary Board, with the approval of the President of 

the Philippines, to suspend temporarily or restrict the availability of foreign exchange, require licensing of foreign 

exchange transactions or require delivery of foreign exchange to the BSP or its designee during an exchange crisis, 

when an exchange crisis is imminent, or in times of national emergency. 

 

The registration with the BSP of all foreign investments in any Common Shares received in exchange for Offer 

Shares shall be the responsibility of the foreign investor. 

 

Foreign Ownership Controls 

 

The Philippine Constitution and related statutes set forth restrictions on foreign ownership of companies engaged in 

certain activities, among them the ownership of private land. 
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In connection with the ownership of private land, Article XII, Section 7 of the Philippine Constitution, in relation to 

Article XII, Section 2 of the Philippine Constitution and Chapter 4 of Commonwealth Act No. 141, states that no 

private land shall be transferred or conveyed except to citizens of the Philippines or to corporations or associations 

organized under the laws of the Philippines at least 60% of whose capital is owned by such citizens. 

 

Republic Act No. 7042, as amended, otherwise known as the Foreign Investments Act of 1991 and the Negative List 

issued pursuant thereto, reserves to Philippine Nationals all areas of investment in which foreign ownership is 

limited by mandate of the Constitution and specific laws. Section 3(a) of RA 7042 defines a “Philippine National” 

as: 

 

 a citizen of the Philippines; 

 a domestic partnership or association wholly-owned by citizens of the Philippines; 

 a trustee of funds for pension or other employee retirement or separation benefits where the trustee is a 

Philippine National and at least 60% of the fund will accrue to the benefit of the Philippine Nationals; 

 a corporation organized under the laws of the Philippines of which at least 60.0% of the capital stock 

outstanding and entitled to vote is owned and held by citizens of the Philippines; and, 

 a corporation organized abroad and registered as doing business in the Philippines under the Revised 

Corporation Code of which 100.0% of the capital stock outstanding and entitled to vote is wholly-owned by 

Filipinos. 

 

However, the Foreign Investments Act of 1991 states that where a corporation (and its non-Filipino shareholders) 

own stock in a SEC-registered enterprise, at least 60.0% of the capital stock outstanding and entitled to vote of both 

the investing corporation and the investee corporation must be owned and held by citizens of the Philippines. 

Further, at least 60.0% of the members of the board of directors of both the investing corporation and the investee 

corporation must be Philippine citizens in order for the investee corporation to be considered a Philippine National. 

 

On May 20, 2013, the Philippine SEC issued Memorandum Circular No. 8, Series of 2013 which provided 

guidelines (the “Guidelines”) on compliance with the Filipino-Foreign ownership requirements under the Philippine 

Constitution and other existing laws by corporations engaged in nationalized or partly nationalized activities (the 

“Nationalized Corporations”).  The Guidelines provide that for purposes of determining compliance with the foreign 

equity restrictions in Nationalized Corporations, the required percentage of Filipino ownership shall be applied to 

both (a) the total number of outstanding shares of stock entitled to vote in the election of directors, and (b) the total 

number of outstanding shares of stock, whether or not entitled to vote in the election of directors. 

 

The Company does not currently own land in the Philippines. However, if the Company acquires land in the 

Philippines in the future, it would be subject to nationality restrictions found under the Philippine Constitution and 

other laws limiting land ownership to Philippine Nationals. Compliance with the required Philippine Nationals of a 

corporation is to be determined on the basis of outstanding capital stock whether fully paid or not. 

 

As of the date of this Prospectus, approximately 66.55% of the total outstanding capital stock of the Company is 

held by Philippine Nationals.  
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PLAN OF DISTRIBUTION 

 

 

The 800,000,000 of the Offer Shares shall be offered by the Company to investors, through the Issue Manager and 

the Joint Lead Underwriters. 560,000,000 of the Offer Shares (or 70% of the Offer Shares) are being offered by the 

Issue Manager and the Joint Lead Underwriters to the QIBs and to the general public. 160,000,000 of the Offer 

Shares (or 20% of the Offer Shares) are being offered to all of the PSE Trading Participants.  The remaining 

80,000,000 of the Offer Shares (or 10% of the Offer Shares) are being offered to the LSIs in the Philippines. Prior to 

the closing of the Offer, any Offer Shares not taken up by the QIBs, PSE Trading Participants, and LSIs shall be 

distributed by the Issue Manager and the Joint Lead Underwriters to their clients or to the general public. In the 

event that there are Offer Shares that remain unsubscribed at the end of the Offer, the Issue Manager and the Joint 

Lead Underwriters shall subscribe to the balance pursuant to the terms and conditions of the Underwriting 

Agreement between the Company and the Issue Manager and the Joint Lead Underwriters. 

 

Underwriting Commitment 

 

To facilitate the Offer, the Company has appointed First Metro and BPI Capital to act as the Joint Lead 

Underwriters. First Metro and BPI Capital are duly licensed by the SEC to engage in underwriting or distribution of 

the Offer Shares. It may, from time to time, engage in transactions with and perform services in the ordinary course 

of its business for the Company or other members of the Group of which the Company forms a part of. 

 

The Company and the Joint Lead Underwriters shall enter into an Underwriting Agreement to be dated on or about 

September 20, 2019 (the “Underwriting Agreement”), whereby the Joint Lead Underwriters agree to underwrite all 

of the Offer Shares at the Offer Price on a firm commitment basis.  In accordance with the Underwriting Agreement, 

the Joint Lead Underwriters have agreed to underwrite the entire offer on a firm basis, and to distribute and sell the 

Offer Shares in the Offer, subject to the satisfaction of certain conditions, in consideration for certain fees and 

expenses. 

 

There is no arrangement for the Joint Lead Underwriters to return to the Company any unsold Offer Shares. The 

Underwriting Agreement may be terminated in certain circumstances prior to payment of the net proceeds of the 

Offer Shares being made to the Company. The Joint Lead Underwriters do not have any other business relationships 

with Company. First Metro and BPI Capital are not represented in the Company’s Board of Directors. Neither is 

there a provision in the Underwriting Agreement, which would entitle the Joint Lead Underwriters to representation 

in the Company’s Board of Directors as part of its compensation for underwriting services.  

 

The Issue Manager and the Joint Lead Underwriters shall receive from the Company a fee equivalent to [2.50]% of 

the gross proceeds of the Offer, inclusive of the amounts to be paid to Selling Agents such as the PSE Trading 

Participants. The underwriting fee is based on the final nominal amount of the Offer Shares to be issued and shall be 

withheld by the Issue Manager and the Joint Lead Underwriters from the proceeds of the Offer.  

 

Allocation to the Trading Participants of the PSE and Local Small Investor Program 

 

Pursuant to the rules of the PSE, the Company will make available 160,000,000 Offer Shares comprising 20% of the 

Offer for distribution to PSE Trading Participants. The total number of Offer Shares allocated to the 129 PSE 

Trading Participants will be distributed following the procedures indicated in the implementing guidelines for the 

Offer Shares to be distributed by the PSE. Each PSE Trading Participant will be allocated a total of 1,240,300 Offer 

Shares. The balance of 1,300 Offer Shares will be allocated by the Issue Manager and the Joint Lead Underwriters to 

the PSE Trading Participants. 

 

PSE Trading Participants who take up the Offer Shares shall be entitled to a selling fee of 1% of the Offer Shares 

taken up and purchased by the relevant trading participant. The selling fee, less a withholding tax of 10%, will be 

paid to the PSE Trading Participants within ten (10) Banking Days after the Listing Date. 

 

The PSE Trading Participants may be allowed to subscribe for their dealer accounts provided that, if they opt to sell 

the Offer Shares to the clients during the Offer period, it must be at a price not higher than the Offer Price per share. 
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Likewise, the trading participants are prohibited from selling the Offer Shares during the period after the Offer 

period and prior to the Listing Date. 

 

The balance of the Offer Shares allocated but not taken up by the PSE Trading Participants will be distributed by the 

Joint Lead Underwriters to its clients or to the general public. 

 

A total of 80,000,000 Offer Shares, or 10% of the Offer, shall be made available to Local Small Investors. Local 

Small Investors is defined as a subscriber to the Offer who is willing to subscribe to a maximum of 20,000 Offer 

Shares under the LSI program. Should the total demand for the Offer Shares in the LSI program exceed the 

maximum allocation, the Joint Lead Underwriters shall allocate the Offer Shares by balloting. 

 

The balance of the Offer Shares allocated but not taken up by the Local Small Investors will be distributed by the 

Issue Manager and the Joint Lead Underwriters to its clients or to the general public. 

 

All Offer Shares not taken up by the QIBs, the PSE Trading Participants, the LSIs, the general public and the Joint 

Lead Underwriters’ clients shall be purchased by the Joint Lead Underwriters pursuant to the terms and conditions 

of the Underwriting Agreement. Nothing herein or in the Underwriting Agreement shall limit the rights of the Joint 

Lead Underwriters from purchasing the Offer Shares for its own respective account. 

 

First Metro Investment Corporation 

 

First Metro Investment Corporation (“First Metro”) is a leading investment bank with over 55 years of service in the 

development of the Philippine capital markets. It is a majority-owned subsidiary of Metropolitan Bank & Trust 

Company (“Metrobank”), one of the largest financial conglomerates in the country. First Metro is primarily engaged 

in investment banking and has a quasi-banking license. Together with its subsidiaries — First Metro Securities 

Brokerage Corporation (“FirstMetroSec”) and First Metro Asset Management, Inc. (“FAMI”) — First Metro offers 

a wide range of services, from debt and equity underwriting, loan syndication, project finance, financial advisory, 

government securities and corporate debt trading, equity brokering, online trading, asset management, and research. 

 

Incorporated in 1972, First Metro was merged with Solid Bank Corporation (“Solidbank”) on September 22, 2000. 

Solidbank, a publicly listed Philippine commercial bank became the surviving entity and was subsequently renamed 

First Metro Investment Corporation. In October 2012, First Metro filed for a voluntary delisting at the Philippine 

Stock Exchange (“PSE”) in order to run as a privately held company.  

 

First Metro has earned a solid reputation for its creativity, innovation, and timely execution, receiving several 

awards and recognitions. It was named Best Investment Bank in the Philippines by three international finance 

publications: Euromoney in 2015, Global Finance in 2016, and Alpha Southeast Asia in 2017. For years, many of its 

landmark deals and pioneering transactions have been awarded Best Deals by The Asset and FinanceAsia, who also 

gave First Metro the Best Bond House, Best Equity House, and Best M&A House distinctions.   

 

BPI Capital Corporation 

 

BPI Capital Corporation is a Philippine corporation organized in the Philippines as a wholly owned Subsidiary of 

the Bank of the Philippine Islands. It obtained its license to operate as an investment house in 1994 and is licensed 

by the SEC to engage in underwriting and distribution of securities to the public. As of June 30, 2019, its total assets 

amounted to ₱3.97 billion and its capital base amounted to ₱3.93billion. It has an authorized capital stock of ₱1 

billion of which approximately ₱506.4 million represents its paid-up capital. 

 

Subscription Procedures 

 

On or before September 26, 2019, the PSE Trading Participants shall submit to the designated representative of the 

PSE Listing Department their respective firm orders and commitments to purchase Offer Shares. Offer Shares not 

taken up by the PSE Trading Participants will be distributed by Joint Lead Underwriters directly to their clients and 

the general public and whatever remains will be purchased by the Joint Lead Underwriters. 
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With respect to the LSIs, all applications to purchase or subscribe for the Offer Shares must be evidenced by a duly 

accomplished and completed application form.  An application to purchase Offer Shares shall not be deemed as a 

duly accomplished and completed application unless submitted with all required relevant information and applicable 

supporting documents to the Lead Underwriter or such other financial institutions that may be invited to manage the 

LSI program.  Payment for the Offer Shares must be made upon submission of the duly completed application form. 

 

Lodgment of Shares 

 

All of the Offer Shares shall be lodged with the PDTC and shall be issued in scripless form. Shareholders may 

maintain the Offer Shares in scripless form or opt to have the stock certificates issued to them by requesting an 

upliftment of the relevant Offer Shares from the PDTC’s electronic system after the Listing Date. 

 

Lock-up 

 

The PSE rules require an applicant company to cause its existing shareholders owning at least 10% of the 

outstanding shares of the Company not to sell, assign or in any manner dispose of their shares for a period of 180 

days after the listing of the shares subscribed in the transaction or three hundred sixty five (365) days after the 

Listing Date in case the Company is exempt from the track record and operating history requirements.  

 

In addition, if there is any issuance of shares or securities (i.e., private placements, asset for shares swap or a similar 

transaction) or instruments which leads to issuance of shares or securities (i.e., convertible bonds, warrants or a 

similar instrument) completed and fully paid for within 180 days prior to the start of the offer period, and the 

transaction price is lower than that of the offer price in the initial public offering, all shares or securities availed of 

shall be subject to a lock-up period of at least 365 days from full payment of the aforesaid shares or securities.  

 

In accordance with the foregoing, the Common Shares held by the following shareholders will be subject to the 

lock-up periods specified below: 

 
Shareholder No. of Common Shares Held 

Subject to Lock-up Period 

Period of Lock-up (in days) 

CP Compass Singapore Pte. Ltd. 799,999,999 180 days 

Theol Holdings, Inc. 1 365 days 

Greenridge East Holdings, Inc. 1 365 days 

Laurito E. Serrano 1 365 days 

Raymundo N. Suarez 1 365 days 

Rosemarie P. Rafael 1 365 days 

 

To implement this lock-up requirement, the PSE requires the applicant company to lodge the shares with the PDTC 

through a PCD participant for the electronic lock-up of the shares or to enter into an escrow agreement with the trust 

department or custodian unit of an independent and reputable financial institution. Under the PSE rules, the lock-up 

requirement shall be stated in the articles of incorporation of the Company. 

 

On July 4, 2019, the SEC approved the amended articles of incorporation of the Company stating that in connection 

with the Initial Public Offering and initial listing of shares by the Company with the Philippine Stock Exchange, the 

Company shall strictly comply with the lock-up requirements prescribed by the rules and regulations of the 

Philippine Stock Exchange as may be amended from time to time in accordance with amendments to the Rules of 

the Exchange. 

 

Selling Restrictions 

 

No securities, except of a class exempt under Section 9 of the SRC or unless sold in any transaction exempt under 

Section 10 thereof, shall be sold or distributed by any person within the Philippines, unless such securities shall have 

been registered with the SEC on Form 12-1 and the registration statement has been declared effective by the SEC. 
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LEGAL MATTERS 

 

 

Certain legal matters as to Philippine law relating to the Offer will be passed upon by Picazo Buyco Tan Fider & 

Santos, legal counsel to the Company, and Angara Abello Concepcion Regala & Cruz Law Offices, legal counsel to 

the Issue Manager and the Joint Lead Underwriters.  

  

Each of the foregoing legal counsel has neither shareholdings in the Company nor any right, whether legally 

enforceable or not, to nominate persons or to subscribe for securities in the Company. None of the legal counsel will 

receive any direct or indirect interest in the Company or in any securities thereof (including options, warrants or 

rights thereto) pursuant to or in connection with the Offer. 
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MATERIAL CONTRACTS 

 

 

The following contracts have been entered into by the Company and are (or may be) material: 

 

Manufacturing and Purchasing Agreement 

 

Fresh Fruit Ingredients, Inc. has entered into a Manufacturing and Purchasing Agreement with All Market, Inc. 

wherein using the plant improvements purchased by All Market, Inc. from Tetra Pak, Fresh Fruit Ingredients, Inc. 

will manufacture, package, sell and deliver FOB Manufacturer’s Port, the products, composed of coconut water in 

330ml, 500ml and 1 liter, coconut water with pineapple in 330ml, 500ml and 1 liter, and any other flavor requested 

as long as flavor ingredients can be sourced, to All Market, Inc. At the same time, Fresh Fruit Ingredients, Inc. will 

repurchase the plant improvements from All Market, Inc. on installment basis. Further, the same Agreement 

provides that Fresh Fruit Ingredients, Inc. enter into a lease agreement with Tetra Pak for the lease of one Tetra Pak 

A3/Flex packaging line for an initial term of five years. The packaging line will likewise be used to manufacture 

products for All Market, Inc. The Manufacturing and Purchasing Agreement will expire on 8 April 2020. All Market, 

Inc. consented to the assignment of the said agreement as of February 16, 2016 by Fresh Fruit Ingredients, Inc. to 

the Company. Such agreement shall be renewed by the Company with All Market, Inc. upon its expiration. 

 

Assignment of Goodwill and Intellectual Properties 

 

On January 27, 2016, Fiesta Brands, Inc., Fresh Fruit Ingredients, Inc., Muenster Ingredients Mfg Inc., and 

Cocoderivatives Inc. (Assignors) assigned their all their trademarks, brand names, logos and other devices, through 

close personal and on-going business relationships, trade secrets and knowledge in connection with their sale and 

provision for services related to various coconut products for more than 30 years otherwise known as the goodwill 

and intellectual properties to the Company. The assignment took effect on January 27, 2016. The assignment was 

made for consideration. 

 

The agreement was thereafter amended on May 23, 2017. The amendment pertained to a change in the terms of 

payment and the corresponding rights of the parties in case of failure to pay. On December 20, 2018, the parties 

agreed to a full settlement by way of a simple lump-sum settlement or one-time payment, so that the Company can 

take full advantage of the ownership and use of the goodwill and intellectual property rights.  

 

Security Services Agreement 

 

VV Security Agency, Inc. provides security guard services to the Company and any and all entities or companies 

operating within the plant premises located in Medina, Misamis Oriental. The contract expires on February 15, 2020 

and shall be deemed renewed on a monthly basis unless a formal written termination or renewal of contract is made. 

 

Paceman Multi-purpose Cooperative Lease 

 

The Company, as lessor, leases annually its packing section building & warehouse receiving section building to 

Paceman Multi-purpose Cooperative, one of its toll manufacturers with which it has a separate toll manufacturing 

agreement. The agreement expires on September 30, 2019. 

 

Asiapro Multi-purpose Cooperative Lease 

 

The Company leases its nut operating plant and building to Asiapro Cooperative, one of its toll manufacturers with 

whom it has a separate toll manufacturing agreement. The lease expired on June 17, 2019 and is still in the process 

of being renewed.  In the meantime, the existing contract is still in effect.  

 

Jobnet Multipurpose Cooperative Lease 

 

The Company leases its NUHTP packing section buildings & FGW receiving section building to Jobnet 

Multipurpose Cooperative, one of its toll manufacturers with whom it has a separate toll manufacturing agreement. 

The lease expires on September 30, 2019. 
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Cocoderivatives Inc. Toll Manufacturing Agreement 

 

The Company engaged Cocoderivatives Inc. as its toll manufacturer for the (1) conversion of parings and rejected 

coconuts into crude coconut oil and paring cake and (2) conversion of the crude coconut oil into RBD coconut oil 

for a toll fee. Under the tolling arrangement, the Company supplies the raw materials to the toll manufacturer. 

 

The Company engages the services of Cocoderivatives Inc. to process its several tons of parings and rejected 

coconuts also known as by-products by converting these into crude coconut oil and paring cake and then converting 

the crude coconut oil into refined, bleached and deodorized coconut cooking oil. Under the agreement, the Company 

covers the cost of the packaging materials, utilities and power, all insurance premiums, permits and licenses and 

provides for the waste water and oil treatment facility of Cocoderivatives Inc. The tolling fee is subject to a 10% 

escalation fee every five years. The agreement expires on December 31, 2031 subject to renewal of 15 years upon 

mutual agreement of the parties. 

 

Asiapro Multi-purpose Cooperative Toll Manufacturing Agreement 

 

Likewise, the Company engaged Asiapro Multi-purpose Cooperative (“AMC”) as its toll manufacturer, on a non-

exclusive basis, for the processing of its raw coconut to recover the white meat and coconut water. The agreement 

expired on June 14, 2019 and is still in the process of being renewed.  In the meantime, the existing contract is still 

in effect. 

 

Under the agreement, AMC independently manufactures the products in accordance with the specifications of the 

Company and is paid a toll manufacturing fee provided that any combined coconut yield loss suffered in the course 

of production in any given lot shall not exceed 3%. In case the loss exceeds the 3% maximum threshold, AMC will 

reimburse said excess to Axelum  

 

Paceman Multi-purpose Cooperative Contract Packing Agreement 

 

The Company engaged Paceman Multi-purpose Cooperative as contract packers for its tolling, packing, and other 

services. Under this agreement, once the Company manufactures its coconut products, Paceman Multi-purpose 

Cooperative will pack, label, and mark, in accordance with industry standard, and transport and deliver to the 

Company’s warehouse all the packed finished products. The agreement expires on October 1, 2019 but is 

automatically renewable for a period of one year unless the parties provide notice of non-renewal to the other party 

at least 30 days prior to expiration of the current term. 

 

Jobnet Multi-purpose Cooperative Contract Packing Agreement 

 

The Company engaged Jobnet Multi-purpose Cooperative as contract packers for its tolling, packing, and other 

services. Under this agreement, once the Company manufactures its coconut products, the contract packer will 

provide the services of packing, labeling, and marking, in accordance with industry standard, and transport and 

deliver to the Company’s warehouse all the packed finished products. The agreement expires on October 1, 2019 but 

is automatically renewable for a period of one year unless the parties provide notice of non-renewal to the other 

party at least 30 days prior to expiration of the current term.  

 

Commercial Fuel Supply Agreement 

 

The Company entered into an exclusive Commercial Fuel Supply Agreement with Chevron Philippines Inc. wherein 

the latter supplies the former with Automotive Diesel Oil – B2 and 91R E10. Payment shall be through credit term. 

The agreement expires on April 30, 2021. Unless terminated with notice, the contract shall remain in full force and 

effect even after the expiry date if Chevron Philippines, Inc. continues to supply the Company with its products. 
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Contract of Lease with Cocoderivatives Inc. 

 

The Company leases, on an arm’s length basis, the coconut oil milling plant, coconut oil refinery plant and buildings 

located in Medina, Misamis Oriental to Cocoderivatives Inc. The lease expires on December 31, 2031 and is 

renewable upon mutual agreement of the parties. 

 

Manila Office 

 

The Company’s Manila Office is in Makati City. It leases 738.51 square meters from Metro Properties, Inc. The 

lease expires on December 31, 2020.  

 

Credit Facilities 

 

The Company has executed several promissory notes with Sterling Bank of Asia, Rizal Commercial Banking 

Corporation, Metropolitan Bank and Trust Company, and Bank of the Philippine Islands. It has a finance lease with 

SiccaDania and Shacman Motors Incorporated through Metropolitan Bank and Trust Company for equipment. The 

Company has loan/credit facilities also with Metropolitan Bank and Trust Company. 

 

Lease of Property from Allcoco Development Corp. 

 

The Company has entered into a lease agreement with Allcoco Development Corp. whereby the latter will lease to 

the former the property located in Medina, Misamis Oriental for a lease term that will expire 25 years from the time 

that the property is declared as EcoZone. While the property is not yet PEZA zone certified, the Company shall pay 

a rent of ₱6,000,000.00 per year until such time that the property is declared a PEZA zone. Three months after the 

property becomes PEZA zone certified, the rent shall increase to ₱3,000,000.00 per month. 

 

Insurance contracts 

 

The Company carries insurance of the types and in amounts that are customary in the food processing and 

distribution industry and that it believes will reasonably protect its interests, including industrial all-risks insurance, 

political violence insurance, marine insurance, and motor vehicle insurance. The Company’s insurance providers 

include AIG Philippines Insurance, Inc., MAA General Assurance Phils., Inc., and Phil Pacific Insurance Brokers 

and Managers Inc. The Company’s insurance policies are generally renewable annually. 
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RELATED PARTY TRANSACTIONS 

 

 

The Company and its subsidiaries, in their ordinary course of business, engage in transactions with affiliates. The 

Company’s policy with respect to related party transactions is to ensure that these transactions are entered into on 

terms comparable to those available from unrelated third parties. 

 

Laboratory Testing, Research Studies, Product Development and Other Services 

 

The Company currently engages Magis Labtek Center, Inc. performs laboratory testing using modern testing 

methods, procedures and equipment on samples of coconut production of the Company. Moving forward, the 

Company shall enter into an arm’s length agreement with the laboratory for a period of one year starting July 1, 

2019 and shall renew automatically each year for a period of 1 year. Furthermore, a fee structure for each and every 

laboratory testing, research study and product development work to the conducted by the laboratory for the 

Company will be established and follows. 

 

Lease Agreement with Allcoco Development Corp. 

 

The Company has entered into a lease agreement with Allcoco Development Corp. whereby the latter will lease to 

the former the property located in Medina, Misamis Oriental for a lease term that will expire 25 years from the time 

that the property is declared as EcoZone. While the property is not yet PEZA zone certified, the Company shall pay 

a rent of ₱6,000,000.00 per year until such time that the property is declared a PEZA zone. Three months after the 

property becomes PEZA zone certified, the rent shall increase to ₱3,000,000.00 per month.  
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INDEPENDENT AUDITORS 

 

 

The financial information for the Company as of and for the three months ended March 31, 2019 and 2018, and as of 

and for the years ended December 31, 2018, 2017, and 2016 represent the accounts of the Company. Unless 

otherwise stated, all financial information relating to the Company contained herein is stated in accordance with 

PFRS. 

 

The Company’s fiscal year begins on January 1 and ends on December 31 of each year. R.G. Manabat & Co. 

(“KPMG) has audited and rendered an unqualified audit report on the Company’s consolidated financial statements 

as of and for the three months ended March 31, 2019 and 2018, and as of and for the years ended December 31, 

2018, 2017, and 2016. 

 

KPMG has acted as the Company’s external auditor since 2016. Darwin P. Virocel is the engagement partner who 

signed the consolidated financial statements as at December 31, 2018 and 2017 and for each of the three years in the 

period ended December 31, 2018, and as at and for the period ended March 31, 2019.  The Company has not had 

any material disagreements on accounting and financial disclosures with its current external auditor for the same 

periods or any subsequent interim period. KPMG has neither shareholdings in the Company nor any right, whether 

legally enforceable or not, to nominate persons or to subscribe for the securities of the Company. KPMG will not 

receive any direct or indirect interest in the Company or its securities (including options, warrants or rights thereto) 

pursuant to or in connection with the Offer. The foregoing is in accordance with the Code of Ethics for Professional 

Accountants in the Philippines set by the Board of Accountancy and approved by the Professional Regulation 

Commission. 

 

The following table sets out the aggregate fees billed for the current year and each of the last three years for 

professional services rendered by KPMG, excluding fees directly related to the Offer. 

 

In ₱ thousands 2018 2017 2016 

Audit and Audit-Related Fees
a
  4,200   4,000   780  

All Other Fees
b
 - - 750 

Total  4,200   4,000   1,530  

 

a. Audit and Audit-Related Fees. This category includes the audit of annual financial statements and interim 

financial statements and services that are normally provided by the independent auditor in connection with 

statutory and regulatory filings or engagements for those calendar years. This is exclusive of out-of-pocket 

expenses incidental to the independent auditors’ work, the amounts of which do not exceed 15% of the 

agreed-upon engagement fees. 

b. All Other Fees. This category includes other services rendered by KPMG. such as agreed upon procedures 

on the pro forma consolidation for purposes of CP Compass Singapore Pte. Ltd.’s investment in the 

Company. 

 

In relation to the audit of the Company’s annual financial statements, the Company’s Corporate Governance 

Manual, which was approved by the Board of Directors on March 20, 2019, provides that the Audit Committee, 

provides that the audit committee shall, among other activities, (i) evaluate significant issues reported by the 

external auditors in relation to the adequacy, efficiency and effectiveness of policies, controls, processes and 

activities of the Company, (ii) ensure that other non-audit work provided by the external auditors are not in conflict 

with their functions as external auditors, and (iii) ensure the compliance of the Company with acceptable auditing 

and accounting standards and regulations. 

 

  



201 

 

INDEX TO FINANCIAL STATEMENTS 

 

 

The following pages set forth the Company’s financial information as of and for the three months ended March 31, 

2019 and 2018, and for the years ended December 31, 2018, 2017, and 2016. 
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STATEMENT OF MANAGEMENT'S RESPONSIBILITY FOR
CONSOLIDATED INTERIM FINANCIAL STATEMENTS

The management of Axelum Resources Corp. is responsible for the preparation and fair
presentation of the consolidated interim financial statements including the schedules affached
therein, for the years ended March 31,2019 and 2018, in accordance with the prescribed
financial reporting franework indicated therein, and for such internal control as management

determines is necessary to enable the presentation of the consolidated interim financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated interim financial statements, management is responsible for
assessing the Group's ability to continue as a going concern, disclosing, as applicable matters
related to going concern and using the going concem basis of accounting unless management

either intends to liquidate the Group or to cease operations, or has no realistic alternative but
to do so.

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

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

R.G. Manabat & Co., the indepandent auditor appointed by the stockholders, has audited the
consolidated interim financial statements of the Group in accordance with Philippine
Standards on Auditing, and in its report to the stockholders, has expressed its opinion on the
fairness of presentation upon completion of such audit.
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REPORT OF INDEPENDENT AUDITORS 
 
 
 
The Board of Directors and Stockholders 
Axelum Resources Corp. 
ICS Building Tiano - Montalvan Streets 
Cagayan de Oro City 
 
Opinion 
 
We have audited the consolidated interim financial statements of Axelum Resources 
Corp. and Subsidiaries (the Group), which comprise the consolidated interim statements 
of financial position as at March 31, 2019 and December 31, 2018 and the consolidated 
interim statements of comprehensive income, consolidated interim statements of 
changes in equity and consolidated interim statements of cash flows for the three 
months ended March 31, 2019 and 2018, and notes, comprising significant accounting 
policies and other explanatory information. 
 
In our opinion, the accompanying consolidated interim financial statements present 
fairly, in all material respects, the consolidated interim financial position of the Group as 
at March 31, 2019 and December 31, 2018, and its consolidated interim financial 
performance and its consolidated interim cash flows for the three months ended  
March 31, 2019 and 2018 in accordance with Philippine Financial Reporting Standards 
(PFRS).  
 
Basis for Opinion 
 
We conducted our audits in accordance with Philippine Standards on Auditing (PSA).  
Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Consolidated Interim Financial Statements section of 
our report.  We are independent of the Group in accordance with the Code of Ethics for 
Professional Accountants in the Philippines (Code of Ethics) together with the ethical 
requirements that are relevant to our audit of the consolidated interim financial 
statements in the Philippines, and we have fulfilled our other ethical responsibilities in 
accordance with these requirements and the Code of Ethics.  We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our 
opinion. 
 
 



 

Responsibilities of Management and Those Charged with Governance for the 
Consolidated Interim Financial Statements 
 
Management is responsible for the preparation and fair presentation of the consolidated 
interim financial statements in accordance with PFRS, and for such internal control as 
management determines is necessary to enable the preparation of consolidated interim 
financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
In preparing the consolidated interim financial statements, management is responsible 
for assessing the Group’s ability to continue as a going concern, disclosing, as 
applicable, matters related to going concern and using the going concern basis of 
accounting unless management either intends to liquidate the Group or to cease 
operations, or has no realistic alternative but to do so. 
 
Those charged with governance are responsible for overseeing the Group’s financial 
reporting process. 
 
Auditors’ Responsibilities for the Audit of the Consolidated Interim Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the consolidated 
interim financial statements as a whole are free from material misstatement, whether 
due to fraud or error, and to issue an auditors’ report that includes our opinion.  
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit 
conducted in accordance with PSA will always detect a material misstatement when it 
exists.  Misstatements can arise from fraud or error and are considered material if, 
individually or in the aggregate, they could reasonably be expected to influence the 
economic decisions of users taken on the basis of these consolidated interim financial 
statements. 
 
As part of an audit in accordance with PSA, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also:  
 
 Identify and assess the risks of material misstatement of the consolidated interim 

financial statements, whether due to fraud or error, design and perform audit 
procedures responsive to those risks, and obtain audit evidence that is sufficient and 
appropriate to provide a basis for our opinion.  The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud 
may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control. 

 
 Obtain an understanding of internal control relevant to the audit in order to design 

audit procedures that are appropriate in the circumstances, but not for the purpose 
of expressing an opinion on the effectiveness of the Group’s internal control. 

 
 Evaluate the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 
 
 Conclude on the appropriateness of management’s use of the going concern basis 

of accounting and, based on the audit evidence obtained, whether a material 
uncertainty exists related to events or conditions that may cast significant doubt on 
the Group’s ability to continue as a going concern.  If we conclude that a material 
uncertainty exists, we are required to draw attention in our auditors’ report to the 
related disclosures in the consolidated interim financial statements or, if such 
disclosures are inadequate, to modify our opinion.  Our conclusions are based on 
the audit evidence obtained up to the date of our auditors’ report.  However, future 
events or conditions may cause the Group to cease to continue as a going concern. 

 
 



 Evaluate the overall presentation, structure and content of the consolidated interim
financial statements, including the disclosures, and whether the consolidated interim
financial statements represent the underlying transactions and events in a manner
that achieves fair presentation.

 Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the
consolidated interim financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for
our audit opinion.

We communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit and significant audit findings, including any 
significant deficiencies in internal control that we identify during our audit.  

Other Matter 

We audited the consolidated financial statements of the Group as at and for the year 
ended December 31, 2018 and expressed an unqualified opinion thereon dated  
June 14, 2019. 

R.G. MANABAT & CO. 

DARWIN P. VIROCEL 
Partner 
CPA License No. 0094495 
SEC Accreditation No. 1386-AR, Group A, valid until June 14, 2020 
Tax Identification No. 912-535-864 
BIR Accreditation No. 08-001987-31-2016 
  Issued October 18, 2016; valid until October 17, 2019 
PTR No. MKT 7333639 

  Issued January 3, 2019 at Makati City 

June 22, 2019 
Makati City, Metro Manila 



 

 

AXELUM RESOURCES CORP. AND SUBSIDIARIES 

CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION 
MARCH 31, 2019 AND DECEMBER 31, 2018 

(In Thousands) 

               

 Note 
March 31, 

2019 
December 31, 

2018 

ASSETS    

Current Assets    
Cash and cash equivalents 5, 25, 26 P259,306  P257,111 
Trade and other receivables  6, 25, 26 470,753  615,987 
Inventories 7 1,390,981  1,194,078 
Prepaid expenses and other current assets 8 523,604  478,063 

Total Current Assets  2,644,644  2,545,239 

Noncurrent Assets    
Investment in bonds 9, 25, 26 362,907  305,332 
Property, plant and equipment - net 10, 23 3,174,158  3,070,470 
Goodwill and other intangible assets 11, 15 1,673,388  1,673,303 
Deferred tax assets - net 16 9,143 27,566 
Other noncurrent assets 25, 26 8,559  19,524 

Total Noncurrent Assets  5,228,155  5,096,195 

  P7,872,799  P7,641,434 

    

LIABILITIES AND EQUITY    

Current Liabilities    
Loans payable - current 12, 25, 26 P876,890  P965,598 
Accounts payable and accrued expenses 13, 25, 26 388,029  352,053 
Income tax payable 16 21,570  -     
Finance lease liabilities - current 23, 25, 26 7,334  8,692 
Long-term debt - current 14, 25, 26 10,235  10,250 
Other current liabilities 15, 25, 26 1,350,042  1,350,042 

Total Current Liabilities  2,654,100  2,686,635 

Noncurrent Liabilities    
Finance lease liabilities - net of  

current portion 23, 25, 26 113,696  114,903 
Retirement benefit obligation 24 33,747  29,994 
Loans payable - net of current portion 12, 25, 26 5,145  5,153 
Long-term debt - net of current portion 14, 25, 26 88,700  92,252 
Other noncurrent liabilities 15, 25, 26 65,573  63,011 

Total Noncurrent Liabilities  306,861  305,313 

Total Liabilities  2,960,961  2,991,948 

Forward 

 

 

 



 

 

               

 Note 
March 31, 

2019 
December 31, 

2018 

Equity 17   
Common stock  P3,700,000  P2,400,000 
Redeemable preferred stock   -     750,000 
Additional paid-in capital  559,670  559,670 
Treasury stock  (500,000)  (500,000) 
Equity reserves  71,422  35,515 
Retained earnings:    

Appropriated  -     -     
Unappropriated  1,080,746 1,404,301 

Total Equity  4,911,838 4,649,486 

  P7,872,799  P7,641,434 

    

See Notes to Consolidated Interim Financial Statements.    
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

AXELUM RESOURCES CORP. AND SUBSIDIARIES 

CONSOLIDATED INTERIM STATEMENTS OF COMPREHENSIVE INCOME 
FOR THE THREE MONTHS ENDED MARCH 31, 2019 AND 2018 

(In Thousands) 

  

 Note 2019 2018 

SALES - Net 6 P1,283,530  P1,391,184 

COST OF SALES 18 848,484  1,002,265 

GROSS PROFIT  435,046  388,919  

SELLING EXPENSES 19 91,701  83,132 

GENERAL AND ADMINISTRATIVE 
EXPENSES 20 77,735  71,582  

INCOME FROM OPERATIONS  265,610  234,205 

INTEREST INCOME 5, 9 6,197  959 

INTEREST EXPENSE AND OTHER 
FINANCING CHARGES 12, 14, 23 (16,372)  (15,221) 

OTHER INCOME - Net 21 7,158  7,179 

INCOME BEFORE INCOME TAXES  262,593  227,122  

INCOME TAX EXPENSE - Net 16 (36,148)  (27,928) 

NET INCOME  226,445  199,194  

OTHER COMPREHENSIVE INCOME    

Item that may be reclassified to profit or 
loss    

Gain on exchange differences on translation of 
foreign operations  51,283  43,506  

Income tax expense 16 (15,376)  (13,052)  

OTHER COMPREHENSIVE GAIN - Net  35,907  30,454  

TOTAL COMPREHENSIVE INCOME   P262,352  P229,648  

 

See Notes to the Consolidated Interim Financial Statements. 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 

CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN EQUITY 
FOR THE PERIOD ENDED  MARCH 31, 2019 AND DECEMBER 31, 2018 

(In Thousands) 

Equity Attributable to Equity Holders of the Parent Company 

Equity Reserves 

Additional Reserve for 
Common Redeemable Paid-in  Treasury  Translation  Retirement Retained Earnings 

Note Stock Preferred Stock*  Capital Stock Reserve Plan Others Appropriated Unappropriated Total Equity 

As at January 1, 2019 P2,400,000 P750,000 P559,670 (P500,000) P30,102 P5,413 P   -  P   -  P1,404,301 P4,649,486 

Other comprehensive income -   -    -    -    35,907 -    -    -    -    35,907 
Net income -    -    -    -    -    -    -    -    226,445 226,445 

Total comprehensive income -    -    -    -    35,907 -    -    -    226,445 262,352 

Transaction with owners: 
Stock dividends 17 400,000 150,000 -    -  -  -   -   -  (550,000) -    

Conversion of shares 17 900,000 (900,000) -    -    -    -    -    -    -    -    

Total transactions with owners 1,300,000 (750,000) -  -  -    -    -    -    (550,000) -    

As at March 31, 2019 P3,700,000 P   -  P559,670 (P500,000) P66,009 P5,413 P   -  P   -  P1,080,746 P4,911,838 

As at January 1, 2018 P2,400,000 P500,000 P362,170 (P500,000) P9,859 P1,839 P450,000 P300,000 P789,482 P4,313,350 

Other comprehensive income -    -    -    -    20,243 3,574 -    -    -    23,817 
Net income -    -    -    -    -    -    -    -    364,819 364,819 

Total comprehensive income -    -    -    -    20,243 3,574 -    -    364,819 388,636 

Transaction with owners: 
Issuance of shares 17 -    250,000 197,500 -    -    -    (450,000) -    -    (2,500) 
Cash dividends 17 -    -    -    -    -    -    -    -    (50,000) (50,000) 
Reversal of appropriation 17 -    -    -    -    -    -    -    (300,000) 300,000 -    

Total transactions with owners -    250,000 197,500 -    -    -    (450,000) (300,000) 250,000  (52,500) 

As at December 31, 2018 P2,400,000 P750,000 P559,670 (P500,000) P30,102 P5,413 P   -  P   -  P1,404,301 P4,649,486 

See Notes to the Consolidated Interim Financial Statements. 



 

 

 

AXELUM RESOURCES CORP. AND SUBSIDIARIES 

CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS 
FOR THE THREE MONTHS ENDED MARCH 31, 2019 AND 2018 

(In Thousands) 

  

 Note 2019 2018 

CASH FLOWS FROM OPERATING 
ACTIVITIES    

Income before income tax  P262,593  P227,122 
Adjustments for:    

Depreciation and amortization 10 50,874 47,464 
Interest expense and other financing  

charges 12, 14, 23 16,372 15,221 
Retirement benefit expense 18, 20, 24 3,753 5,496 
Interest income 5, 9 (6,197) (959)  
Foreign exchange gain - net 21, 25 2,726 (830)  

Operating income before working capital changes 330,121 293,514 
Changes in operating assets and liabilities:    

Decreases (Increases) in:    
Trade and other receivables   148,770 222,354  
Inventories  (196,903) (229,616)  
Prepaid expenses and other current assets  (1,156) (17,182)  

Increases (decrease) in:    
Accounts payable and accrued expenses  37,563 (93,199)  
Other current liabilities  -     -     

Cash generated from operations  318,395 175,871 
Interest received   6,197 (398) 

Net cash flows provided by operating activities  324,592  175,473  

CASH FLOWS FROM INVESTING 
ACTIVITIES    

Increase in investment in bonds  (58,005) (226,720) 
Additions to property, plant and equipment 10 (159,280) (90,807) 
Decrease (increase) in other noncurrent assets  10,965 (849)  

Net cash flows used in investing activities  (206,320) (318,376)  

CASH FLOWS FROM FINANCING 
ACTIVITIES    

Availment of loans 12, 27 698,806 812,068 
Decrease (Increase) in other noncurrent liabilities  2,562 (21,191) 
Payment of:    

Finance lease liabilities 27 (1,209) (962)  
Long-term debt 27 (3,567) (2,413) 
Interest expense and other finance charges  (19,315) (16,034) 
Loans payable 27 (802,882) (906,442)  

Net cash flows used in financing activities  (125,605) (134,974) 

Forward    

 
 
 



 

 

  

  2019 2018 

EFFECT OF FOREIGN EXCHANGE RATE 
CHANGES ON CASH AND CASH 
EQUIVALENTS  P9,528 P6,171 

NET INCREASE (DECREASE) IN CASH AND 
CASH EQUIVALENTS  2,195 (271,706) 

CASH AND CASH EQUIVALENTS  
AT BEGINNING OF YEAR  257,111 439,260 

CASH AND CASH EQUIVALENTS  
AT END OF YEAR  P259,306 P167,554 

    

See Notes to the Consolidated Interim Financial Statements. 

 
 
 
 
 
 
 
 
 
 
 
 



 

 

AXELUM RESOURCES CORP. AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS 
(Amounts in Thousands, Except Per Share Data and Number of Shares) 

 
 
 

1. Reporting Entity 
 
Axelum Resources Corp. (the Parent Company) was incorporated and registered 
with the Philippines Securities and Exchange Commission (SEC) on August 19, 
2010. The Parent Company was established primarily to enter into direct 
manufacturing and or toll manufacturing of coconut water and other coconut products 
for domestic and international market. 
 
The Parent Company started its commercial operations in March 2011. 
 
On February 29, 2016, SEC approved the amendment of Articles of Incorporation to 
cover the manufacturing of other agricultural products for domestic and international 
market including the development of agricultural plantations as the Parent 
Company’s primary purpose as approved on the September 30, 2015 meeting of the 
Parent Company’s Board of Directors (BOD). 
 
On July 12, 2017, the SEC approved the amendment of Article Second (B)(a) of the 
Articles of Incorporation to own, acquire, lease, sub-lease and/or operate 
manufacturing facilities, buildings, and other properties, provide consultancy and 
management services in food processing, render technical and professional services 
to other companies, conduct training, lectures, seminars and other educational 
course related to but not limited to coconut and food manufacturing, quality control, 
technician and production operations both in the Philippines and abroad. 
 
The accompanying consolidated interim financial statements comprise the interim 
financial statements of the Parent Company and its subsidiaries (collectively referred 
to as the Group). 
 
The Parent Company’s principal place of business is located at ICS Building, Tiano-
Montalvan Streets, Cagayan de Oro City. 
 
 

2. Basis of Preparation 
 
Statement of Compliance 
The accompanying consolidated interim financial statements have been prepared in 
compliance with Philippine Financial Reporting Standards (PFRS).  PFRS are based 
on International Financial Reporting Standards issued by the International 
Accounting Standards Board (IASB).  PFRS consist of PFRS, Philippine Accounting 
Standards (PAS) and Philippine Interpretations issued by the Philippine Financial 
Reporting Standards Council (FRSC). 
 
The consolidated interim financial statements were approved and authorized for 
issue in accordance with a resolution by the BOD on June 21, 2019. 
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Basis of Measurement 
The consolidated interim financial statements of the Group have been prepared on a 
historical cost basis except for the following items which are measured on an 
alternative basis on each reporting date: 
 
Items Measurement Basis 

Investment in bonds Fair value 
Defined benefit retirement asset (liability) Fair value of the plan assets less 

the present value of the defined 
benefit retirement obligation 

 
Functional and Presentation Currency 
The consolidated interim financial statements are presented in Philippine peso, 
which is the functional currency of the Parent Company.  All financial information are 
rounded to the nearest thousands, except when otherwise indicated. 
 
Basis of Consolidation 
The consolidated interim financial statements include the interim financial statements 
of the Parent Company and its subsidiaries.  The major subsidiaries include the 
following: 
 

 Percentage of Ownership  

Country of 
Incorporation  

March 31, 
2019 

December 31, 
2018 

Always Progressive Holdings Pte. Ltd. (APH1) 100 100 Singapore 

and its Subsidiary, Red V Foods Corp. (formerly 
known as RV Industries, Inc.) (RVF)    

Apo Peak Holdings Pte. Ltd. (APH2)  100 100 Singapore 

and its Subsidiary, Fiesta Ingredients Australia 
Pty. Ltd. (FIA)    

 
A subsidiary is an entity controlled by the Group. The Group controls an entity when 
it is exposed to, or has rights to, variable returns from its involvement with the entity 
and has the ability to affect those returns through its power over the entity. The 
Group reassesses 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. 
 
When the Group has less than 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 and the 
Group’s voting rights and potential voting rights. 
 
The interim financial statements of the subsidiaries are included in the consolidated 
interim financial statements from the date when the Group obtains control, and 
continue to be consolidated until the date when such control ceases. 
 
The interim financial statements of the subsidiaries are prepared for the same 
reporting period as the Parent Company, using uniform accounting policies for like 
transactions and other events in similar circumstances.  Intergroup balances and 
transactions, including intergroup unrealized profits and losses, are eliminated in 
preparing the consolidated interim financial statements. 
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3. Significant Accounting Policies 
 
The accounting policies set out below have been applied consistently to all periods 
presented in the consolidated interim financial statements, except for the changes in 
accounting policies as explained below. 
 
Adoption of New and Amended Standards and Interpretation 
The FRSC approved the adoption of a number of new and amended standards and 
interpretation as part of PFRS. 
 
The Group has adopted the following PFRS starting January 1, 2019 and 
accordingly, changed its accounting policies in the following areas: 
 
 PFRS 16, Leases, supersedes PAS 17, Leases, and the related Philippine 

Interpretations. The new standard introduces a single lease accounting model for 
lessees under which all major leases are recognized on-balance sheet, removing 
the lease classification test. Lease accounting for lessors essentially remains 
unchanged except for a number of details including the application of the new 
lease definition, new sale-and-leaseback guidance, new sub-lease guidance and 
new disclosure requirements. Practical expedients and targeted reliefs were 
introduced including an optional lessee exemption for short-term leases (leases 
with a term of 12 months or less) and low-value items, as well as the permission 
of portfolio-level accounting instead of applying the requirements to individual 
leases. New estimates and judgmental thresholds that affect the identification, 
classification and measurement of lease transactions, as well as requirements to 
reassess certain key estimates and judgments at each reporting date were also 
introduced. 
 
The Group has adopted PFRS 16 using the modified retrospective approach and 
therefore the comparative information has not been restated and continues to be 
reported under PAS 17. At the date of initial application, the Group recognizes 
right-of-use (ROU) assets and lease liabilities for all leases qualified under  
PFRS 16, except for the leases which the Group applies practical expedients. 
Subsequent to initial recognition, the Group depreciates ROU assets over the 
shorter of the useful life of the ROU assets or the lease term. The Group also 
recognizes interest expense on the lease liabilities.  
 
As a lessee, the Group recognized right-of-use assets and lease liabilities for 
leases classified as operating leases under PAS 17, except for short-term leases 
and leases of low-value assets. The right-of-use assets are measured based on 
the carrying amount as if PFRS 16 had always been applied, discounted using 
the incremental borrowing rate at the date of initial application. Lease liabilities 
are measured at the present value of the remaining lease payments, discounted 
using the incremental borrowing rate of 5.67% as of January 1, 2019. 
 
The Group used the following practical expedients for leases previously 
classified as operating leases under PAS 17: 
 

 applied the exemption not to recognize right-of-use assets and liabilities for 
leases with lease term that ends within 12 months at the date of initial 
application; 

 

 excluded initial direct costs from measuring the right-of-use asset at the date 
of initial application; and 

 

 used hindsight in determining the lease term where the contract contains 
options to extend or terminate the lease. 
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For leases previously classified as finance leases, the Group determined the 
carrying amount of the lease assets and lease liabilities immediately before the 
transition as the carrying amount of the right-of-use assets and lease liabilities at 
the date of initial application.  
 
The details of the significant changes and quantitative impact of the changes are 
set out in Notes 10 and 23. 
 

 Philippine Interpretation IFRIC 23, Uncertainty over Income Tax Treatments. The 
interpretation clarifies how to apply the recognition and measurement 
requirements in PAS 12, Income Taxes, when there is uncertainty over income 
tax treatments. Under the interpretation, whether the amounts recorded in the 
consolidated interim financial statements will differ to that in the tax return, and 
whether the uncertainty is disclosed or reflected in the measurement, depends 
on whether it is probable that the tax authority will accept the chosen tax 
treatment. If it is not probable that the tax authority will accept the chosen tax 
treatment, the uncertainty is reflected using the measure that provides the better 
prediction of the resolution of the uncertainty - either the most likely amount or 
the expected value. The interpretation also requires the reassessment of 
judgments and estimates applied if facts and circumstances change - e.g., as a 
result of examination or action by tax authorities, following changes in tax rules 
or when a tax authority’s right to challenge a treatment expires. 
 

 Prepayment Features with Negative Compensation (Amendment to PFRS 9). 
The amendment clarifies that a financial asset with a prepayment feature could 
be eligible for measurement at amortized cost or FVOCI irrespective of the event 
or circumstance that causes the early termination of the contract, which may be 
within or beyond the control of the parties, and a party may either pay or receive 
reasonable compensation for the early termination. 
 

 Plan Amendment, Curtailment or Settlement (Amendments to PAS 19, Employee 
Benefits). The amendments clarify that on amendment, curtailment or settlement 
of a defined benefit plan, an entity now uses updated actuarial assumptions to 
determine its current service cost and net interest for the period. The effect of the 
asset ceiling is disregarded when calculating the gain or loss on any settlement 
of the plan and is dealt with separately in other comprehensive income.  
 

 Annual Improvements to PFRS Cycles 2015 - 2017 contain changes to four 
standards of which only two standards are applicable to the Group: 
 

 Income Tax Consequences of Payments on Financial Instrument Classified 
as Equity (Amendments to PAS 12). The amendments clarify that all income 
tax consequences of dividends, including payments on financial instruments 
classified as equity, are recognized consistently with the transactions that 
generated the distributable profits - i.e., in profit or loss, other comprehensive 
income or equity. 

 

 Borrowing Costs Eligible for Capitalization (Amendments to PAS 23, 
Borrowing Costs). The amendments clarify that the general borrowings pool 
used to calculate eligible borrowing costs excludes borrowings that 
specifically finance qualifying assets that are still under development or 
construction. Borrowings that were intended to specifically finance qualifying 
assets that are now ready for their intended use or sale, or any non-
qualifying assets, are included in that general pool. 
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Except as otherwise indicated, the adoption of the new and amended standards and 
interpretation did not have a material effect on the consolidated interim financial 
statements. 
 
New and Amended Standards and Interpretation Not Yet Adopted 
A number of new and amended standards and interpretation are effective for annual 
periods beginning after January 1, 2019 and have not been applied in preparing the 
consolidated interim financial statements. Unless otherwise indicated, none of these 
is expected to have a significant effect on the consolidated interim financial 
statements. 
 
The Group will adopt the following new and amended standards and interpretation 
on the respective effective dates: 
 
 Amendments to References to Conceptual Framework in PFRS sets out 

amendments to PFRS, their accompanying documents and PFRS practice 
statements to reflect the issuance of the revised Conceptual Framework for 
Financial Reporting in 2018 (2018 Conceptual Framework). The 2018 
Conceptual Framework includes: (a) a new chapter on measurement;  
(b) guidance on reporting financial performance; (c) improved definitions of an 
asset and a liability, and guidance supporting these definitions; and  
(d) clarifications in important areas, such as the roles of stewardship, prudence 
and measurement uncertainty in financial reporting. 
 
Some standards, their accompanying documents and PFRS practice statements 
contain references to, or quotations from, the International Accounting Standards 
Committee’s Framework for the Preparation and Presentation of Financial 
Statements adopted by the IASB in 2001 or the Conceptual Framework for 
Financial Reporting issued in 2010. The amendments update some of those 
references and quotations so that they refer to the 2018 Conceptual Framework, 
and makes other amendments to clarify which version of the Conceptual 
Framework is referred to in particular documents. 
 
The amendments are effective for annual reporting periods beginning on or after 
January 1, 2020. 
 

 Definition of Material (Amendments to PAS 1, Presentation of Financial 
Statements and PAS 8). The amendments refine the definition of what is 
considered material. The amended definition of what is considered material 
states that such information is material if omitting, misstating or obscuring it could 
reasonably be expected to influence the decisions that the primary users of 
general purpose financial statements make on the basis of those financial 
statements, which provide financial information about a specific reporting entity. 
The amendments clarify the definition of what is considered material and its 
application by: (a) raising the threshold at which information becomes material by 
replacing the term ‘could influence’ with ‘could reasonably be expected to 
influence’; (b) including the concept of ‘obscuring information’ alongside the 
concept of ‘omitting’ and ‘misstating’ information in the definition; (c) clarifying 
that the users to which the definition refers are the primary users of general 
purpose financial statements referred to in the Conceptual Framework;  
(d) clarifying the explanatory paragraphs accompanying the definition; and  
(e) aligning the wording of the definition of what is considered material across 
PFRS and other publications. The amendments are expected to help entities 
make better materiality judgments without substantively changing existing 
requirements. 
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The amendments apply prospectively for annual periods beginning on or after 
January 1, 2020, with early application permitted. 

 
Current versus Noncurrent Classification 
The Group presents assets and liabilities in the consolidated interim statements of 
financial position based on current and noncurrent classification. An asset is current 
when it is: (a) expected to be realized or intended to be sold or consumed in the 
normal operating cycle; (b) held primarily for the purpose of trading; (c) expected to 
be realized within 12 months after the reporting period; or (d) cash or cash equivalent 
unless restricted from being exchanged or used to settle a liability for at least  
12 months after the reporting period.  
 
A liability is current when: (a) it is expected to be settled in the normal operating 
cycle; (b) it is held primarily for trading; (c) it is due to be settled within 12 months 
after the reporting period; or (d) there is no unconditional right to defer the settlement 
of the liability for at least 12 months after the reporting period.  
 
The Group classifies all other assets and liabilities as noncurrent. Deferred tax 
assets and liabilities are classified as noncurrent. 
 
Financial Instruments 
Recognition and Initial Measurement. A financial instrument is any contract that gives 
rise to a financial asset of one entity and a financial liability or equity instrument of 
another entity. 
 
The Group recognizes a financial asset or a financial liability in the consolidated 
interim statements of financial position when it becomes a party to the contractual 
provisions of the instrument. 
 
A financial asset (unless a trade receivable without a significant financing 
component) or financial liability is initially measured at the fair value of the 
consideration given or received.  The initial measurement of financial instruments, 
except for those designated as at FVPL, includes transaction costs. A trade 
receivable without a significant financing component is initially measured at the 
transaction price. 
 
Financial Assets 
Classification and Subsequent Measurement 
The Group classifies its financial assets, at initial recognition, as subsequently 
measured at amortized cost, FVOCI and FVPL. The classification depends on the 
contractual cash flow characteristics of the financial assets and the business model 
of the Group for managing the financial assets. 
 
Subsequent to initial recognition, financial assets are not reclassified unless the 
Group changes the business model for managing financial assets. All affected 
financial assets are reclassified on the first day of the reporting period following the 
change in the business model. 
 
The business model refers to how the Group manages the financial assets in order 
to generate cash flows. The business model determines whether cash flows will 
result from collecting contractual cash flows, selling the financial assets, or both. The 
Group considers the following information in assessing the objective of the business 
model in which a financial asset is held at a portfolio level, which reflects the way the 
business is managed and information is provided to management: 
 
 the stated policies and objectives for the portfolio and the operation of those 

policies in practice; 
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 how the performance of the portfolio is evaluated and reported to the Group’s 
management; 

 
 the risks that affect the performance of the business model (and the financial 

assets held within that business model) and how those risks are managed; 
 
 how employees of the business are compensated; and 
 
 the frequency, volume and timing of sales of financial assets in prior periods, the 

reasons for such sales and expectations about future sales activity. 
 
The Group considers the contractual terms of the instrument in assessing whether 
the contractual cash flows are solely payments of principal and interest. For 
purposes of this assessment, “Principal” is defined as the fair value of the financial 
asset on initial recognition. “Interest” is defined as consideration for the time value of 
money and for the credit risk associated with the principal amount outstanding during 
a particular period of time for other basic lending risks and costs (e.g. liquidity risk 
and administrative costs), as well as profit margin. The assessment includes whether 
the financial asset contains a contractual term that could change the timing or 
amount of contractual cash flows such that it would not meet this condition. The 
Group considers the following in making the assessment: 
 
 contingent events that would change the amount or timing of cash flows; 
 
 terms that may adjust the contractual coupon rate, including variable rate 

features; 
 
 prepayment and extension features; and 
 
 terms that limit the Group’s claim to cash flows from specified assets. 
 
A prepayment feature is consistent with the solely payments of principal and interest 
criterion if the prepayment amount substantially represents unpaid amounts of 
principal and interest on the principal amount outstanding, which may include 
reasonable additional compensation for early termination of the contract. 
Additionally, for a financial asset acquired at a discount or premium to its contractual 
par amount, a feature that permits or requires prepayment at an amount that 
substantially represents the contractual par amount plus accrued (but unpaid) 
contractual interest (which may also include reasonable additional compensation for 
early termination) is treated as consistent with this criterion if the fair value of the 
prepayment feature is insignificant at initial recognition. 
 
For purposes of subsequent measurement, financial assets are classified in the 
following categories: financial assets at amortized cost, financial assets at FVOCI 
(with or without recycling of cumulative gains and losses) and financial assets at 
FVPL. 
 
The Group has no financial assets at FVOCI as at March 31, 2019 and  
December 31, 2018. 
 
Financial Assets at Amortized Cost. A financial asset is measured at amortized cost 
if it meets both of the following conditions and is not designated as at FVPL: 
 
 it is held within a business model with the objective of holding financial assets to 

collect contractual cash flows; and 
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 its contractual terms give rise on specified dates to cash flows that are solely 
payments of principal and interest on the principal amount outstanding. 

 
Financial assets at amortized cost are subsequently measured using the effective 
interest method and are subject to impairment. Gains and losses are recognized in 
the consolidated interim statements of comprehensive income when the financial 
asset is derecognized, modified or impaired. 
 
The Group’s cash and cash equivalents, trade and other receivables and other 
noncurrent assets are included under this category (Notes 5, 6, 25 and 26). 
 
Financial Assets at FVPL. All financial assets not classified as measured at 
amortized cost or FVOCI are measured at FVPL. Financial assets that are held for 
trading or are managed and whose performance is evaluated on a fair value basis 
are measured at FVPL. 
 
At initial recognition, the Group may irrevocably designate a financial asset as at 
FVPL if the designation eliminates or significantly reduces an accounting mismatch 
that would otherwise arise from measuring assets or liabilities or recognizing the 
gains and losses on different bases. 
 
The Group carries financial assets at FVPL using their fair values. Attributable 
transaction costs are recognized in the consolidated interim statements of 
comprehensive income as incurred. Changes in fair value and realized gains or 
losses are recognized in the consolidated interim statements of comprehensive 
income. Any interest earned from investment in debt instrument designated as at 
FVPL is recognized in the consolidated interim statements of comprehensive 
income. 
 
The Group’s investment in bonds are classified under this category  
(Notes 9, 25 and 26). 
 
Financial Liabilities 
The Group classifies its financial liabilities, at initial recognition, in the following 
categories: financial liabilities at FVPL and other financial liabilities. All financial 
liabilities are recognized initially at fair value and, in the case of loans and 
borrowings, net of directly attributable transaction costs. 
 
The Group has no financial liabilities at FVPL as at March 31, 2019 and  
December 31, 2018. 
 
Other Financial Liabilities.  This category pertains to financial liabilities that are not 
designated or classified as at FVPL. After initial measurement, other financial 
liabilities are carried at amortized cost using the effective interest rate method.  
Amortized cost is calculated by taking into account any premium or discount and any 
directly attributable transaction costs that are considered an integral part of the 
effective interest rate of the liability. The effective interest rate amortization is 
included in “Interest expense and other financing charges” account in the 
consolidated interim statement of comprehensive income. Gains and losses are 
recognized in the consolidated interim statements of comprehensive income when 
the liabilities are derecognized as well as through the amortization process. 
 
Debt issue costs are considered as an adjustment to the effective yield of the related 
debt and are deferred and amortized using the effective interest method. When a 
loan is paid, the related unamortized debt issue costs at the date of repayment are 
recognized in the consolidated interim statements of comprehensive income. 
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The Group’s liabilities arising from its trade or borrowings such as accounts payable 
and accrued expenses, loans payable, long-term debt, finance lease liabilities, other 
current liabilities and other noncurrent liabilities are included under this category 
(Notes 12, 13, 14, 15, 23, 25 and 26). 
 
Derecognition of Financial Assets and Financial Liabilities 
Financial Assets. A financial asset (or, where applicable, a part of a financial asset or 
part of a group of similar financial assets) is primarily derecognized when: 
 
 the rights to receive cash flows from the asset have expired; or 
 
 the Group has transferred its rights to receive cash flows from the asset or has 

assumed an obligation to pay them in full without material delay to a third party 
under a “pass-through” arrangement; 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 risks and rewards of ownership. When it has neither transferred nor 
retained substantially all 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 the 
associated liability. The transferred asset and the associated liability are measured 
on the 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 is required to repay. 
 
Financial Liabilities. A financial liability is derecognized when the obligation under the 
liability is discharged or cancelled, or expires.  When 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 the 
consolidated interim statements of comprehensive income. 
 
Impairment of Financial Assets 
The Group recognizes allowance for ECL on financial assets at amortized cost. 
 
ECLs are probability-weighted estimates of credit losses. Credit losses are measured 
as the present value of all cash shortfalls (i.e., the difference between the cash flows 
due to the Group in accordance with the contract and the cash flows that the Group 
expects to receive), discounted at the effective interest rate of the financial asset, 
and reflects reasonable and supportable information that is available without undue 
cost or effort about past events, current conditions and forecasts of future economic 
conditions. 
 
The Group recognizes an allowance for impairment based on either 12-month or 
lifetime ECLs, depending on whether there has been a significant increase in credit 
risk since initial recognition. 
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When determining whether the credit risk of a financial asset has increased 
significantly since initial recognition and when estimating ECLs, the Group considers 
reasonable and supportable information that is relevant and available without undue 
cost or effort. This includes both quantitative and qualitative information and analysis, 
based on the Group’s historical experience and informed credit assessment and 
including forward-looking information. 
 
The Group recognizes lifetime ECLs for receivables that do not contain significant 
financing component. The Group uses provision matrix that is based on the Group’s 
historical credit loss experience, adjusted for forward-looking factors specific to the 
borrowers and the economic environment. 
 
At each reporting date, the Group assesses whether these financial assets at 
amortized cost and investments in debt instruments at FVOCI are credit-impaired. A 
financial asset is credit-impaired when one or more events that have a detrimental 
impact on the estimated future cash flows of the financial asset have occurred. 
Evidence that a financial asset is credit-impaired include observable data about the 
following events: 
 
(a) significant financial difficulty of the issuer or the borrower; 
 
(b) a breach of contract, such as a default or past due event; 
 
(c) the lender(s) of the borrower, for economic or contractual reasons relating to the 

borrower's financial difficulty, having granted to the borrower a concession(s) that 
the lender(s) would not otherwise consider; 

 
(d) it is becoming probable that the borrower will enter bankruptcy or other financial 

reorganization; 
 
(e) the disappearance of an active market for that financial asset because of 

financial difficulties; or 
 
(f) the purchase or origination of a financial asset at a deep discount that reflects 

the incurred credit losses. 
 
The Group considers a financial asset to be in default when a counterparty fails to 
pay its contractual obligations, or there is a breach of other contractual terms, such 
as covenants. 
 
The Group directly reduces the gross carrying amount of a financial asset when 
there is no reasonable expectation of recovering the contractual cash flows on a 
financial asset, either partially or in full. This is generally the case when the Group 
determines that the borrower does not have assets or sources of income that could 
generate sufficient cash flows to repay the amounts subject to the write-off. However, 
financial assets that are written off could still be subject to enforcement activities in 
order to comply with the Group's procedures for recovery of amounts due. 
 
The ECLs on financial assets at amortized cost are recognized as allowance for 
impairment losses against the gross carrying amount of the financial asset, with the 
resulting impairment losses (or reversals) recognized in the consolidated interim 
statements of comprehensive income.  
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Significant Increase in Credit Risk 
In assessing whether the credit risk on a financial instrument has increased 
significantly since initial recognition, the Group compares the risk of a default 
occurring on the financial instrument at the end of reporting period with the risk of a 
default occurring on the financial instrument at the date of initial recognition. In 
making this assessment, the Group considers both quantitative and qualitative 
information that is reasonable and supportable, including historical experience and 
forward-looking information that is available without undue cost or effort.  
 
In particular, the following information is taken into account when assessing whether 
credit risk has increased significantly since initial recognition: 
 
 an actual or expected significant deterioration in the financial instrument’s 

external (if available) or internal credit rating; 
 
 significant deterioration in external market indicators of credit risk for a particular 

financial instrument, e.g. the extent to which the fair value of a financial asset has 
been less than its amortized cost; 

 
 existing or forecast adverse changes in business, financial or economic 

conditions that are expected to cause a significant decrease in the debtor’s ability 
to meet its debt obligations; 

 
 an actual or expected significant deterioration in the operating results of the 

debtor; 
 
 significant increases in credit risk on other financial instruments of the same 

debtor; and 
 
 an actual or expected significant adverse change in the regulatory, economic, or 

technological environment of the debtor that results in a significant decrease in 
the debtor’s ability to meet its debt obligations. 

 
Irrespective of the outcome of the above assessment, the Group presumes that the 
credit risk on a financial asset has increased significantly since initial recognition 
when contractual payments are more than thirty (30) days past due, unless the 
Group has reasonable and supportable information that demonstrates otherwise. 
 
Despite the foregoing, the Group assumes that the credit risk on a financial 
instrument has not increased significantly since initial recognition if the financial 
instrument is determined to have low credit risk at the end of reporting period.  
A financial instrument is determined to have low credit risk if: 
 
 the financial instrument has a low risk of default; 
 
 the debtor has a strong capacity to meet its contractual cash flow obligations in 

the near term; and 
 
 adverse changes in economic and business conditions in the longer term may, 

but will not necessarily, reduce the ability of the borrower to fulfill its contractual 
cash flow obligations. 
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The Group considers a financial asset to have low credit risk when the asset has 
external credit rating of ‘investment grade’ in accordance with the globally 
understood definition or if an external rating is not available, the asset has an internal 
rating of ‘High grade accounts’. High grade accounts are those counterparties that 
have a very remote likelihood of default and have consistently exhibited good paying 
habits. 
 
The Group regularly monitors the effectiveness of the criteria used to identify 
whether there has been a significant increase in credit risk and revises them as 
appropriate to ensure that the criteria are capable of identifying significant increase in 
credit risk before the amount becomes past due. 
 
Write-off Policy 
The Group writes off a financial asset when there is information indicating that the 
debtor is in severe financial difficulty and there is no realistic prospect of recovery, 
e.g. when the debtor has been placed under liquidation or has entered into 
bankruptcy proceedings.  
 
Financial assets written off may still be subject to enforcement activities under the 
Group’s recovery procedures, taking into account legal advice where appropriate. 
Any recoveries made are recognized in profit or loss. 
 
The Group has concluded that there are no differences in the carrying amounts of 
financial assets based on the recognized allowance for impairment against all of its 
financial assets at amortized cost. Therefore, the adoption of the standard did not 
have an impact on the Group’s consolidated interim financial statements. 
 
The maximum exposure to credit risk at the reporting date is the carrying value of 
each class of financial assets disclosed in Note 25. 
 
Classification of Financial Instruments between Liability and Equity 
Financial instruments are classified as liability 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. 
 
A financial instrument is classified as liability if it provides for a contractual obligation 
to: 
 
 deliver cash or another financial asset to another entity; 
 
 exchange financial assets or financial liabilities with another entity under 

conditions that are potentially unfavorable to the Group; or 
 
 satisfy the obligation other than by the exchange of a fixed amount of cash or 

another financial asset for a fixed number of own equity shares. 
 
If the Group does not have an unconditional right to avoid delivering cash or another 
financial asset to settle its contractual obligation, the obligation meets the definition 
of a financial liability. 
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The components of issued financial instruments that contain both liability and equity 
elements are accounted for separately, with the equity component being assigned 
the residual amount after deducting from the instrument as a whole or in part, the 
amount separately determined as the fair value of the liability component on the date 
of issue. 
 
Debt Issue Costs 
Debt issue costs are considered as an adjustment to the effective yield of the related 
debt and are deferred and amortized using the effective interest rate method.  When 
a loan is paid, the related unamortized debt issue costs at the date of repayment are 
recognized in the consolidated interim statements of comprehensive income. 
 
Offsetting Financial Instruments 
Financial assets and financial liabilities are offset and the net amount is reported in 
the consolidated interim statements of financial position if, and only if, there is a 
currently enforceable legal right to offset the recognized amounts and there is an 
intention to settle on a net basis, or to realize the assets and settle the liabilities 
simultaneously. 
 
Inventories 
Finished goods and materials and supplies are valued at the lower of cost and net 
realizable value. 
 
Costs incurred in bringing each inventory to its present location and condition are 
accounted for as follows: 
 

Finished goods  - at cost, which includes direct materials and labor and 
a proportion of manufacturing overhead costs based 
on normal operating capacity but excluding borrowing 
costs; costs are determined using the moving-average 
method.  

Materials and supplies  - at cost, using the moving-average method. 

 
Finished Goods. Net realizable value is the estimated selling price in the ordinary 
course of business, less the estimated costs necessary to make the sale. 
 
Materials and Supplies.  Net realizable value is the current replacement cost.  
 
Any write-down of inventories to net realizable value and all losses of inventories are 
recognized as expense in the year of write-down or loss occurrence. The amount of 
reversals, if any, of write-down of inventories arising from an increase in net 
realizable value are recognized as reduction in the amount of inventories recognized 
as expense in the year in which the reversal occurs. 
 
Prepaid Expenses and Other Current Assets 
Prepaid expenses represent expenses not yet incurred but already paid in cash. 
These are initially recorded as assets and measured at the amount of cash paid. 
Subsequently, these are recognized in the consolidated interim statements of 
comprehensive income as they are consumed or expire with the passage of time. 
 
Other current assets pertain to assets which are expected to be realized within  
12 months after the reporting period. Otherwise, these are classified as noncurrent 
assets. 
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Business Combination  
Business combinations are accounted for using the acquisition method as at the 
acquisition date. The cost of an acquisition is measured as the aggregate of the 
consideration transferred, measured at acquisition date fair value. 
 
An asset or group of assets acquired including any liabilities assumed that constitute 
a business qualifies as a business combination. PFRS 3 defined business as an 
integrated set of activities and assets that is capable of being conducted and 
managed for the purpose of providing a return in the form of dividends, lower costs 
or other economic benefits directly to investors or other owners, members or 
participants. 
 
When the Group acquires a business, it assesses the financial assets and financial 
liabilities assumed for appropriate classification and designation in accordance with 
the contractual terms, economic circumstances and pertinent conditions as at the 
acquisition date.   
 
The Group measures goodwill at the acquisition date as the fair value of the 
consideration transferred less the net recognized amount (generally fair value) of the 
identifiable assets acquired and liabilities assumed.  When the excess is negative, a 
bargain purchase gain is recognized immediately in the consolidated interim 
statements of comprehensive income. Subsequently, goodwill is measured at cost 
less any accumulated impairment in value.  Goodwill is reviewed for impairment, 
annually or more frequently, if events or changes in circumstances indicate that the 
carrying amount may be impaired. 
 
The consideration transferred does not include amounts related to the settlement of  
pre-existing relationships. Such amounts are generally recognized in the 
consolidated interim statements of comprehensive income. Costs related to the 
acquisition, other than those associated with the issuance of debt or equity securities 
that the Group incurs in connection with a business combination, are expensed as 
incurred. Any contingent consideration payable is measured at fair value at the 
acquisition date. If the contingent consideration is classified as equity, it is not 
remeasured and settlement is accounted for within equity. Otherwise, subsequent 
changes to the fair value of the contingent consideration are recognized in the 
consolidated interim statements of comprehensive income. 
 
Goodwill in a Business Combination 
Goodwill acquired in a business combination is, from the acquisition date, allocated 
to each of the cash-generating units, or groups of cash-generating units that are 
expected to benefit from the synergies of the combination, irrespective of whether 
other assets or liabilities are assigned to those units or groups of units.  Each unit or 
group of units to which the goodwill is allocated: 
 
 represents the lowest level within the Group at which the goodwill is monitored 

for internal management purposes; and 
 

 is not larger than an operating segment determined in accordance with PFRS 8, 
Operating Segments. 
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Impairment is determined by assessing the recoverable amount of the  
cash-generating unit or group of cash-generating units, to which the goodwill relates. 
Where the recoverable amount of the cash-generating unit or group of  
cash-generating units is less than the carrying amount, an impairment loss is 
recognized.  Where goodwill forms part of a cash-generating unit or group of  
cash-generating units and part of the operation within that unit is disposed of, the 
goodwill associated with the operation disposed of is included in the carrying amount 
of the operation when determining the gain or loss on disposal of the operation.  
Goodwill disposed of in this circumstance is measured based on the relative values 
of the operation disposed of and the portion of the cash-generating unit retained.  An 
impairment loss with respect to goodwill is not reversed. 
 
Intangible Assets Acquired in a Business Combination 
The cost of an intangible asset acquired in a business combination is the fair value 
as at the date of acquisition, determined using discounted cash flows as a result of 
the asset being owned.  
 
Following initial recognition, intangible asset is carried at cost less any accumulated 
amortization and impairment losses, if any.  The useful life of an intangible asset is 
assessed to be either finite or indefinite. 
 
The Group assessed the useful lives of other intangible assets to be indefinite. 
Based on our analysis of all the relevant factors, there is no foreseeable limit to the 
period over which the assets are expected to generate cash inflows for the Group.  
 
Intangible assets with indefinite useful life are tested for impairment annually, either 
individually or at the cash-generating unit level. Such intangibles are not amortized. 
The useful life of an intangible asset with an indefinite life is reviewed annually to 
determine whether indefinite life assessment continues to be supportable. If not, the 
change in the useful life assessment from indefinite to finite is made on prospective 
basis. 
 
Gains or losses arising from the disposal of an intangible asset are measured as the 
difference between the net disposal proceeds and the carrying amount of the asset, 
and are recognized in the consolidated interim statements of comprehensive income 
when the asset is derecognized. 
 
Property, Plant and Equipment 
Property, plant and equipment are stated at cost less accumulated depreciation and 
amortization and any accumulated impairment in value.  Such cost includes the cost 
of replacing part of the property, plant and equipment at the time the cost is incurred, 
if the recognition criteria are met, and excludes the costs of day-to-day servicing. 
 
The initial cost of property, plant and equipment comprises of its construction cost or 
purchase price, including import duties, taxes and any directly attributable costs in 
bringing the asset to its working condition and location for its intended use. 
Expenditures incurred after the asset has been put into operation, such as repairs, 
maintenance and overhaul costs, are normally recognized as expense in the period 
the costs are incurred.  Major repairs are capitalized as part of property, plant and 
equipment only when it is probable that future economic benefits associated with the 
items will flow to the Group and the cost of the items can be measured reliably. 
 
Construction in progress (CIP) represents structures under construction and is stated 
at cost.  This includes the costs of construction and other direct costs.  Borrowing 
costs that are directly attributable to the construction of property, plant and 
equipment, if any, are capitalized during the construction period.  CIP is not 
depreciated until such time that the relevant assets are ready for use. 
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Depreciation and amortization, which commence when the assets are available for 
their intended use, are computed using the straight-line method over the following 
estimated useful lives of the assets: 
 

 Number of Years 

Site improvements 2 -20 
Buildings 22 - 30 
Machinery 5 - 25 
Delivery and transportation equipment 5 - 8 
Office furniture and equipment 2 - 5 
Tools and water system 1 - 2 

 
The remaining useful lives, residual values, and depreciation and amortization 
methods are reviewed and adjusted periodically, if appropriate, to ensure that such 
periods and methods of depreciation and amortization are consistent with the 
expected pattern of economic benefits from the items of property, plant and 
equipment. 
 
The carrying amounts of property, plant and equipment are reviewed for impairment 
when events or changes in circumstances indicate that the carrying amounts may 
not be recoverable. 
 
Fully depreciated assets are retained in the accounts until they are no longer in use. 
 
An item of property, plant and equipment is derecognized when either it has been 
disposed of or when it is permanently withdrawn from use and no future economic 
benefits are expected from its use or disposal. Any gain or loss arising from the 
retirement and disposal of an item of property, plant and equipment (calculated as 
the difference between the net disposal proceeds and the carrying amount of the 
asset) is recognized in the consolidated interim statements of comprehensive income 
in the period of retirement and disposal. 
 
Impairment of Non-financial Assets 
The carrying amount of property, plant and equipment and goodwill and other 
intangible assets are reviewed for impairment when events or changes in 
circumstances indicate that the carrying amount may not be recoverable. Intangible 
assets with indefinite useful lives are tested for impairment annually either 
individually or at the cash-generating unit level. If any such indication exists, and if 
the carrying amount exceeds the estimated recoverable amount, the assets or cash-
generating units are written down to their recoverable amounts.  The recoverable 
amount of the asset is the greater of fair value less costs to sell and value in use.  
The fair value less costs to sell is the amount obtainable from the sale of an asset in 
an arm’s length transaction between knowledgeable, willing parties, less costs of 
disposal. 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 asset. For an asset that does 
not generate largely independent cash inflows, the recoverable amount is 
determined for the cash-generating unit to which the asset belongs. Impairment 
losses are recognized in the consolidated interim statements of comprehensive 
income in those expense categories consistent with the function of the impaired 
asset. 
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An assessment is made at each reporting date as to whether there is any indication 
that previously recognized impairment losses may no longer exist or may have 
decreased. If such indication exists, the recoverable amount is estimated.  
A previously recognized impairment loss is reversed only if there has been a change 
in the estimates used to determine the asset’s recoverable amount since the last 
impairment loss was recognized. If that is the case, the carrying amount of the asset 
is increased to its recoverable amount. That increased amount cannot exceed the 
carrying amount that would have been determined, net of depreciation and 
amortization, had no impairment loss been recognized for the asset in prior years.  
Such reversal is recognized in the consolidated interim statements of comprehensive 
income. After such a reversal, the depreciation and amortization charge is adjusted 
in future periods to allocate the asset’s revised carrying amount, less any residual 
value, on a systematic basis over its remaining useful life. An impairment loss with 
respect to goodwill is not reversed. 
 
Fair Value Measurements 
The Group measures a number of financial and non-financial assets and liabilities at 
fair value at each reporting date. 
 
Fair value is the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement 
date.  The fair value measurement is based on the presumption that the transaction 
to sell the asset or transfer the liability takes place either: (a) in the principal market 
for the asset or liability; or (b) in the absence of a principal market, in the most 
advantageous market for the asset or liability. The principal or most advantageous 
market must be accessible to the Group. 
 
The fair value of an asset or liability is measured using the assumptions that market 
participants would use when pricing the asset or liability, assuming that market 
participants act in their best economic interest. 
 
The Group uses valuation techniques that are appropriate in the circumstances and 
for which sufficient data are available to measure fair value, maximizing the use of 
relevant observable inputs and minimizing the use of unobservable inputs. 
 
All assets and liabilities for which fair value is measured or disclosed in the 
consolidated interim financial statements are categorized within the fair value 
hierarchy, described as follows, based on the lowest level input that is significant to 
the fair value measurement as a whole: 
 
 Level 1: quoted prices (unadjusted) in active markets for identical assets or 

liabilities;  
 
 Level 2: inputs other than quoted prices included within Level 1 that are 

observable for the asset or liability, either directly or indirectly; and  
 
 Level 3: inputs for the asset or liability that are not based on observable market 

data.  
 
For assets and liabilities that are recognized in the consolidated interim financial 
statements on a recurring basis, the Group determines whether transfers have 
occurred between levels in the hierarchy by re-assessing the categorization at the 
end of each reporting period. 
 
For the purpose of fair value disclosures, the Group has determined classes of 
assets and liabilities on the basis of the nature, characteristics and risks of the asset 
or liability and the level of the fair value hierarchy. 
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Provisions  
Provisions are recognized when: (a) the Group has a present obligation (legal or 
constructive) as a result of past events; (b) it is probable (i.e., more likely than not) 
that an outflow of resources embodying economic benefits will be required to settle 
the obligation; and (c) a reliable estimate of the amount of the obligation can be 
made. Where some or all of the expenditure required to settle a provision is expected 
to be reimbursed by another party, the reimbursement is recognized as a separate 
asset only when it is virtually certain that reimbursement will be received. The 
amount recognized for the reimbursement shall not exceed the amount of the 
provision.  Provisions are reviewed at each reporting date and adjusted to reflect the 
current best estimate. 
 
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 the risks specific to the liability.  
Where discounting is used, the increase in the provision due to the passage of time 
is recognized as interest expense. 
 
Capital Stock and Additional Paid-in Capital 
Common shares.  Common shares are classified as equity. Incremental costs 
directly attributable to the issue of common shares are recognized as a deduction 
from equity, net of any tax effects. 
 
Redeemable Preferred Shares. Redeemable preferred shares are classified as 
equity if it is redeemable only at the Group’s option, and any dividends are 
discretionary.  Discretionary dividends thereon, if any, are entitled to participate pro-
rata in any regular dividend declared for the common shares to be paid out of the 
Group’s unrestricted retained earnings at the same rate and upon the same terms as 
declared and paid to common shareholders. 
 
Preferred shares are classified as a liability if they are redeemable on a specific date 
or at the option of the shareholders, or if dividend payments are not discretionary.  
Dividends thereon are recognized as interest expense in the consolidated interim 
statements of comprehensive income as accrued. 
 
A contract that will be settled by the Group by delivering a fixed number of its own 
equity instrument in exchange for a fixed amount of cash or another financial asset is 
an equity instrument. 
 
Additional Paid-in Capital.  When the shares are sold at premium, the difference 
between the proceeds and the par value is credited to the “Additional Paid-in Capital” 
account. 
 
Treasury Shares 
When share capital recognized as equity is reacquired, the amount of the 
consideration paid, which includes directly attributable costs, net of any tax effects, is 
carried at cost and recognized as a deduction from equity.  Repurchased shares are 
classified as treasury shares and are presented separately in the consolidated 
interim financial statements. No gain or loss is recognized on the purchase, sale or 
reissuance or cancellation of the Parent Company’s own equity instruments. When 
treasury shares are sold or reissued subsequently, the amount received is 
recognized as an increase in equity, and the resulting surplus or deficit on the 
transaction is presented in additional paid-in capital. When the shares are retired, the 
capital stock account is reduced by its par value and the excess of cost over par 
value upon retirement is debited to additional paid-in capital to the extent of the 
specific or average additional paid-in capital when the shares were issued and to 
retained earnings for the remaining balance. 
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Retained Earnings 
Retained earnings represent the cumulative balance of net income or loss, dividend 
contributions and other capital adjustments. Appropriated retained earnings 
represent the portion which is restricted and therefore not available for any dividend 
declaration. 
 
Revenue Recognition 
The Group recognizes revenue from contracts with customers when control of the 
goods or services are transferred to the customer at an amount that reflects the 
consideration to which the Group expects to be entitled in exchange for those goods 
or services, excluding amounts collected on behalf of third parties.  
 
The transfer of control can occur over time or at a point in time. Revenue is 
recognized at a point in time unless one of the following criteria is met, in which case 
it is recognized over time: (a) the customer simultaneously receives and consumes 
the benefits as the Group performs its obligations; (b) the Group’s performance 
creates or enhances an asset that the customer controls as the asset is created or 
enhanced; or (c) the Group’s performance does not create an asset with an 
alternative use to the Group and the Group has an enforceable right to payment for 
performance completed to date. 
 
The Group assesses its revenue arrangements to determine if it is acting as principal 
or agent. The Group has concluded that it acts as a principal as it controls the goods 
or services before transferring to the customer. 
 
The following specific recognition criteria must also be met before revenue is 
recognized: 
 
Revenue from Sale of Goods 
Revenue is generally recognized at the point in time when control of the goods is 
transferred to the customer, which is normally upon delivery of the goods. Sales 
returns do not result to significant variable consideration and are generally 
determined based on concluded sales transactions at the end of each period. 
Payment is generally due within 30 to 60 days from delivery.  
 
Commission Income 
Commission Income is recognized at a certain percentage based on the production 
volume during the period. Payment is generally due within 30 to 60 days from invoice 
date. 
 
Rent Income  
Rent income from operating leases is recognized on a straight-line basis over the 
lease term. Lease incentives granted are recognized as an integral part of the total 
rent income over the term of the lease. 
 
Interest Income 
Interest income is recognized as the interest accrues, taking into account the 
effective yield on the asset. 
 
Other Income 
Other income is recognized when earned. 
 
Costs and Expenses 
Costs and expenses are decreases in economic benefits during the accounting 
period in the form of outflows or decrease in assets or incurrence of liabilities that 
result in decreases in equity, other than those relating to distributions to equity 
participants.  Expenses are recognized when incurred. 
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Leases  
Policy Applicable from January 1, 2019 
 
At inception of a contract, the Group assesses whether a contract is, or contains, a 
lease. A contract is, or contains, a lease if the contract conveys the right to control 
the use of an identified asset for a period of time in exchange for consideration. To 
assess whether a contract conveys the right to control the use of an identified asset, 
the Group assesses whether: 
 
 The contract involves the use of an identified asset - this may be specified 

explicitly or implicitly, and should be physically distinct or represent substantially 
all of the capacity of a physically distinct asset. If the supplier has a substitution 
right, then the asset is not identified; 

 
 The Group has the right to obtain substantially all of the economic benefits from 

use of the asset throughout the period of use; and  
 
 The Group has the right to direct the use of the asset. The Group has this right 

when it has the decision-making rights that are most relevant to changing how 
and for what purpose of the asset is used. In rare cases where the decision 
about how and for what purpose the asset is used is predetermined, the Group 
has the right to direct the use of the asset if either: 
 

 The Group has the right to operate the asset; or 
 

 The Group designated the asset in a way that predetermines how and for 
what purpose it will be used. 

 
The Group recognizes a ROU asset and a lease liability at the lease commencement 
date. The ROU asset is initially measured at cost, which comprises the initial amount 
of the lease liability adjusted for any lease payments made at or before the 
commencement date, plus any initial direct costs incurred and an estimate of costs to 
dismantle and remove the underlying asset or to restore the underlying asset or the 
site on which it is located, less any lease incentives received. 
 
The ROU asset is subsequently depreciated using the straight-line method from the 
commencement date to the earlier of the end of useful life of the ROU asset or the 
end of the lease term. The estimated useful lives of ROU assets are determined on 
the same basis as those of property and equipment. In addition, the right of use 
asset is periodically reduced by impairment losses, if any, and adjusted for certain 
re-measurements of the lease liability. 
 
This policy is applied to contracts entered into, or changed, on or after January 1, 
2019. 
 
Policy Applicable before January 1, 2019 
 
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 the 
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; 
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(b) a renewal option is exercised or an extension is 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), and at the date of renewal or extension period for scenario 
(b) above. 
 
Finance Lease 
Group as Lessee. Finance leases, which transfer to the Group substantially all the 
risks and rewards incidental to ownership of the leased item, are capitalized at the 
inception of the lease at the fair value of the leased property or, if lower, at the 
present value of the minimum lease payments.  Obligations arising from leased 
assets under finance lease agreement are classified in the consolidated interim 
statements of financial position as finance lease liabilities. 
 
Lease payments are apportioned between financing charges and reduction of the 
lease liability so as to achieve a constant rate of interest on the remaining balance of 
the liability.  Financing charges are recognized in the consolidated interim statements 
of comprehensive income. 
 
Capitalized leased assets are depreciated over the estimated useful lives of the 
assets when there is reasonable certainty that the Group will obtain ownership by the 
end of the lease term. 
 
Operating Lease 
Group as Lessee. Leases which do not transfer to the Group substantially all the 
risks and rewards of ownership of the asset are classified as operating leases.  
Operating lease payments are recognized as an expense in the consolidated interim 
statements of comprehensive income on a straight-line basis over the lease term. 
Associated costs such as maintenance and insurance are expensed as incurred. 
 
Group as Lessor. Leases where the Group does not transfer substantially all the 
risks and rewards of ownership of the assets are classified as operating leases.  
Rent income from operating leases is recognized as income on a straight-line basis 
over the lease term.  Initial direct costs incurred in negotiating an operating lease are 
added to the carrying amount of the leased asset and recognized as an expense 
over the lease term on the same basis as rent income.  
 
Employee Benefits 
Short-term Employee Benefits 
Short-term employee benefits are expensed as the related service is provided.  
A liability is recognized for the amount expected to be paid if the Group has a 
present legal or constructive obligation to pay this amount as a result of past service 
provided by the employee and the obligation can be estimated reliably. 
 
Defined Benefit Retirement Plan 
A defined benefit plan is a post-employment benefit plan other than a defined 
contribution plan. The net defined benefit retirement liability or asset is the aggregate 
of the present value of the amount of future benefit that employees have earned in 
return for their service in the current and prior periods, reduced by the fair value of 
plan assets (if any). 
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The calculation of defined benefit retirement obligation is performed annually by a 
qualified actuary using the projected unit credit method. Projected unit credit method 
reflects services rendered by employees to the date of valuation and incorporates 
assumptions concerning projected salaries of employees. Actuarial gains and losses 
are recognized in full in the period in which they occur in other comprehensive 
income. Such actuarial gains and losses are also immediately recognized in equity 
and are not reclassified to profit or loss in subsequent period. When the calculation 
results in a potential asset for the Group, the recognized asset is limited to the 
present value of economic benefits available in the form of any future refunds from 
the plan or reductions in future contributions to the plan.  To calculate the present 
value of economic benefits, consideration is given to any applicable minimum 
funding requirements. 
 
Defined benefit costs comprise the following: 
 Service costs 
 Net interest on the defined benefit retirement liability or asset 
 Remeasurements of defined benefit retirement 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 the consolidated 
interim statements of comprehensive income. Past service costs are recognized 
when plan amendment or curtailment occurs. These amounts are calculated 
periodically by independent qualified actuary. 
 
Remeasurements of the net defined benefit retirement liability or asset, which 
comprise actuarial gains and losses, the returns on plan assets (excluding interest) 
and the effect of the asset ceiling (if any, excluding interest), are recognized 
immediately in the other comprehensive income. Remeasurements are not 
reclassified to profit or loss in subsequent periods. The Group determines the net 
interest expense (income) on the net defined benefit obligation for the period by 
applying the discount rate used to measure the defined benefit obligation at the 
beginning of the annual period to the then net defined benefit liability (asset), taking 
into account any changes in the net defined benefit liability (asset) during the period 
as a result of contributions and benefit payments.  Net interest expense and other 
expenses related to defined benefit plans are recognized in the profit or loss. 
 
When the benefits of a plan are changed or when a plan is curtailed, the resulting 
change in benefit that related to past service or the gain or loss on curtailment is 
recognized immediately in profit or loss.  The Group recognizes gains and losses on 
the settlement of a defined benefit plan when the settlement occurs. 
 
Defined Contribution Plan   
A defined contribution plan is a post-employment plan under which the Group pays 
fixed contributions into an independent entity. The Group has no legal or constructive 
obligations to pay further contributions after payment of the fixed contribution. The 
contributions recognized in respect of defined contribution plans are expensed as 
they fall due. Liabilities and assets may be recognized if underpayment or 
prepayment has occurred and are included in current liabilities or current assets as 
they are normally of a short-term nature. 
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Foreign Currency 
Foreign Currency Translations 
Transactions in foreign currencies are translated to the respective functional 
currencies of the Group entities at exchange rates at the dates of the transactions.  
Monetary assets and monetary liabilities denominated in foreign currencies are 
retranslated at the functional currency rate of exchange ruling at the reporting date. 
The foreign currency gain or loss on monetary items is the difference between 
amortized cost in the functional currency at the beginning of the year, adjusted for 
effective interest and payments during the year, and the amortized cost in foreign 
currency translated at the exchange rate at the reporting date. 
 
Nonmonetary assets and nonmonetary liabilities denominated in foreign currencies 
that are measured at fair value are translated to the functional currency at the 
exchange rate at the date the fair value was determined.  Nonmonetary items in 
foreign currencies that are measured in terms of historical cost are translated using 
the exchange rate at the date of the transaction. 
 
Foreign currency differences arising on translation are recognized in the 
consolidated interim statements of comprehensive income. 
 
Foreign Operations 
The assets and liabilities of foreign operations, including goodwill and fair value 
adjustments arising on acquisition, are translated to Philippine peso at exchange 
rates at the reporting date. The income and expenses of foreign operations, 
excluding foreign operations in hyperinflationary economies, are translated to 
Philippine peso at average exchange rates for the period. 
 
Foreign currency differences are recognized in other comprehensive income and 
presented in the “Translation reserve” account in the consolidated interim statements 
of changes in equity.  However, if the operation is not a wholly-owned subsidiary, 
then the relevant proportionate share of the translation difference is allocated to the 
non-controlling interests.  When a foreign operation is disposed of such that control, 
significant influence or joint control is lost, the cumulative amount in the translation 
reserve related to that foreign operation is reclassified to the profit or loss as part of 
the gain or loss on disposal.   
 
When the Group disposes of only part of its interest in a subsidiary that includes a 
foreign operation while retaining control, the relevant proportion of the cumulative 
amount is reattributed to non-controlling interests.  When the Group disposes of only 
part of its investment in shares of stock of an associate or joint venture that includes 
a foreign operation while retaining significant influence or joint control, the relevant 
proportion of the cumulative amount is reclassified to profit or loss. 
 
When the settlement of a monetary item receivable from or payable to a foreign 
operation is neither planned nor likely to occur in the foreseeable future, foreign 
exchange gains and losses arising from such a monetary item are considered to 
form part of a net investment in a foreign operation and are recognized in other 
comprehensive income and presented in the “Translation reserve” account in the 
consolidated interim statements of changes in equity. 
 
Taxes 
Current Tax. Current tax is the expected tax payable or receivable on the taxable 
income or loss for the year, using tax rates enacted or substantively enacted at the 
reporting date, and any adjustment to tax payable in respect of previous years. 
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Current tax relating to items recognized directly in equity is recognized in equity and 
not in profit or loss. The Group periodically evaluates positions taken in the tax 
returns with respect to situations in which applicable tax regulations are subject to 
interpretations and establishes provisions where appropriate. 
 
Deferred Tax. Deferred tax is recognized using the liability method in respect of 
temporary differences between the carrying amounts of assets and liabilities for 
financial reporting purposes and the amounts used for taxation purposes.   
 
Deferred tax liabilities are recognized for all taxable temporary differences, except: 
 
 where the deferred tax liability arises from the initial recognition of goodwill or of 

an asset or liability in a transaction that is not a business combination and, at the 
time of the transaction, affects neither the accounting profit nor taxable profit or 
loss; and 

 
 with respect to taxable temporary differences associated with investments in 

shares of stock of subsidiaries where the timing of the reversal of the temporary 
differences can be controlled and it is probable that the temporary differences will 
not reverse in the foreseeable future. 

 
Deferred tax assets are recognized for all deductible temporary differences, 
carryforward benefits of unused tax credits - Minimum Corporate Income Tax (MCIT) 
and unused tax losses - Net Operating Loss Carry Over (NOLCO), to the extent that 
it is probable that taxable profit will be available against which the deductible 
temporary differences, and the carryforward benefits of MCIT and NOLCO can be 
utilized, except: 
 
 where the deferred tax asset relating to the deductible temporary difference 

arises from the initial recognition of an asset or liability in a transaction that is not 
a business combination and, at the time of the transaction, affects neither the 
accounting profit nor taxable profit or loss; and 

 
 with respect to deductible temporary differences associated with investments in 

shares of stock of subsidiaries, associates and interests in joint ventures, 
deferred tax assets are recognized only to the extent that it is probable that the 
temporary differences will reverse in the foreseeable future and taxable profit will 
be available against which the temporary differences can be utilized. 

 
The carrying amount of deferred 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 tax asset to be utilized. Unrecognized 
deferred 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 tax 
asset to be recovered. 
 
The measurement of deferred tax reflects the tax consequences that would follow 
the manner in which the Group expects, at the end of the reporting period, to recover 
or settle the carrying amount of its assets and liabilities. 
 
Deferred tax assets and liabilities are measured at the tax rates that are expected to 
apply in the year 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 the reporting 
date.  
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In determining the amount of current and deferred tax, the Group takes into account 
the impact of uncertain tax positions and whether additional taxes and interest may 
be due.  The Group believes that its accruals for tax liabilities are adequate for all 
open tax years based on its assessment of many factors, including interpretation of 
tax laws and prior experience. This assessment relies on estimates and assumptions 
and may involve a series of judgments about future events. New information may 
become available that causes the Group to change its judgment regarding the 
adequacy of existing tax liabilities; such changes to tax liabilities will impact tax 
expense in the period that such a determination is made. 
 
Current tax and deferred tax are recognized in the consolidated interim statements of 
comprehensive income except to the extent that it relates to a business combination, 
or items recognized directly in equity or in other comprehensive income. 
 
Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right 
exists to set off current tax assets against current tax liabilities and the deferred 
taxes relate to the same taxable entity and the same taxation authority. 
 
Value-added Tax (VAT).  Revenues, expenses and assets are recognized net of the 
amount of VAT, except: 
 
 where the tax incurred on a purchase of assets or services is not recoverable 

from the taxation authority, in which case the tax is recognized as part of the cost 
of acquisition of the asset or as part of the expense item as applicable; and 

 
 receivables and payables that are stated with the amount of tax included. 
 
The net amount of tax recoverable from, or payable to, the taxation authority is 
included as part of “Prepaid expenses and other current assets”, “Income tax 
payable” and “Accounts payable and accrued expenses” accounts in the 
consolidated interim statements of financial position. 
 
Related Parties 
Parties are considered to be related if 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 operating decisions.  Parties are also considered to be related if 
they are subject to common control.  Related parties may be individuals or corporate 
entities.  
 
Contingencies 
Contingent liabilities are not recognized in the consolidated interim financial 
statements.  They are disclosed in the notes to the consolidated interim financial 
statements unless the possibility of an outflow of resources embodying economic 
benefits is remote.  Contingent assets are not recognized in the consolidated interim 
financial statements but are disclosed in the notes to the consolidated interim 
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 reporting date (adjusting events) are reflected in the consolidated 
interim financial statements. Post year-end events that are not adjusting events are 
disclosed in the notes to the consolidated interim financial statements when material. 
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4. Use of Judgments, Estimates and Assumptions 
 
The preparation of the consolidated interim financial statements in accordance with 
PFRS requires management to make judgments, estimates and assumptions that 
affect the application of accounting policies and the amounts of assets, liabilities, 
income and expenses reported in the consolidated interim financial statements at the 
reporting date.  However, uncertainty about these judgments, estimates and 
assumptions could result in an outcome that could require a material adjustment to 
the carrying amount of the affected asset or liability in the future. 
 
Judgments and estimates 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.  Revisions are recognized in the 
period in which the judgments and estimates are revised and in any future period 
affected. 
 
Judgments 
In the process of applying the accounting policies, management has made the 
following judgments, apart from those involving estimations, which have an effect on 
the amounts recognized in the consolidated interim financial statements: 
 
Functional Currency. Based on the economic substance of the underlying 
circumstances relevant to the Group, the functional currency has been determined to 
be the Philippine Peso. It is the currency of the primary economic environment in 
which the Group operates. 
 
Determination on whether an Arrangement Contains a Lease (Upon adoption of 

PFRS 16) 
The Group uses its judgment in determining whether an arrangement contains a 
lease, based on the substance of the arrangement at the inception date, and makes 
assessment on whether the arrangement is dependent on the use of the specific 
asset or assets, the arrangement conveys a right to use the asset and the 
arrangement transfers substantially all the risk and rewards incidental to ownership 
to the Group. 
 
At the date of initial application of PFRS 16, the Group uses its judgment in 
determining whether an arrangement contains a lease based on the following 
criteria:  
 
 The contract involves the use of an identified asset - this may be specified 

explicitly or implicitly, and should be physically distinct or represent substantially 
all of the capacity of a physically distinct asset. If the supplier has a substitution 
right, then the asset is not identified; 
 

 The Group has the right to obtain substantially all of the economic benefits from 
use of the asset throughout the period of use; and  
 

 The Group has the right to direct the use of the asset. The Group has this right 
when it has the decision-making rights that are most relevant to changing how 
and for what purpose of the asset is used. In rare cases where the decision 
about how and for what purpose the asset is used is predetermined, the Group 
has the right to direct the use of the asset if either: 
 

 The Group has the right to operate the asset; or 
 

 The Group designated the asset in a way that predetermines how and for 
what purpose it will be used. 
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The Group recognized ROU assets and lease liabilities for leases qualified under 
PFRS 16 which includes the delivery and transportation equipment and machinery 
equipment leased by the Group under finance lease.  
 
The carrying amount of ROU asset amounted to P142,234 as at March 31, 2019 
(Notes 10 and 23). 
 
Depreciation expense recognized in profit or loss amounted to P1,133 in  
March 31, 2019 (Notes 10, 18, 20 and 23).  
 
Determining whether an Arrangement Contains a Lease (Prior to adoption of  
PFRS 16). The Group uses its judgment in determining whether an arrangement 
contains a lease, based on the substance of the arrangement at inception date and 
makes assessment of whether the arrangement is dependent on the use of a specific 
asset or assets, the arrangement conveys a right to use the asset and the 
arrangement transfers substantially all the risks and rewards incidental to ownership 
to the customers. 
 
Finance Lease Commitments - Group as Lessee. The Group’s management has 
made a judgment that it has substantially acquired all the risks and rewards 
incidental to the ownership of the transportation and delivery equipment and 
machinery equipment.  Accordingly, the Group accounted for the agreements as 
finance lease and recognized the transportation and delivery equipment and 
machinery equipment and finance lease liabilities at the present value of the agreed 
monthly payments (Notes 10 and 23). 
 
Finance lease liabilities recognized in the consolidated interim statements of financial 
position amounted to P121,030 and P123,595 as at March 31, 2019 and  
December 31, 2018 (Note 23).   
 
The carrying amount of delivery and transportation equipment and machinery 
equipment under finance lease amounted to P142,234 and P143,367 as at  
March 31, 2019 and December 31, 2018 (Notes 10 and 23). 
 
Operating Lease Commitments. The Group has entered into various lease 
agreements either as a lessor or a lessee.  The Group had determined that it retains 
all the significant risks and rewards of ownership of the property leased out on 
operating leases while the significant risks and rewards for property leased from third 
parties are retained by the lessors. 
 
Rent expense recognized in the consolidated interim statements of comprehensive 
income amounted to P8,600 in March 31, 2018, respectively (Notes 18, 19, 20 
and 23). 
 
Rent income recognized in the consolidated interim statements of comprehensive 
income amounted to P446 in March 31, 2019 and 2018 (Notes 21 and 23). 
 
Adequacy of Tax Liabilities. The Group takes into account the impact of uncertain tax 
positions and whether additional taxes and interest may be due. The Group believes 
that no accrual for tax liabilities is necessary for all open tax years based on its 
assessment of many factors, including interpretation of tax laws and prior 
experience. This assessment relies on estimates and assumptions and may involve 
a series of judgments about future events. New information may become available 
that causes the Group to change its judgment regarding the adequacy of existing tax 
liabilities; such changes to tax liabilities will impact tax expense in the period that 
such a determination is made. 
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Classifying Financial Instruments. The Group exercises judgments in classifying a 
financial instrument, or its component parts, on initial recognition as a financial asset, 
a financial liability, or an equity instrument in accordance with the substance of the 
contractual arrangement and the definitions of a financial asset or liability. The 
substance of a financial instrument, rather than its legal form, governs its 
classification in the consolidated interim statements of financial position. 
 

The Group uses its judgment in determining the classification of financial assets 
based on its business model in which assets are managed and their cash flow 
characteristics. The classification and fair values of financial assets and financial 
liabilities are presented in Note 26. 
 
Classification of Redeemable Preferred Shares. Based on the features of the 
preferred shares, particularly the redemption at the option of the Group, the 
management determined that the shares are classified as equity. 
 
Contingencies. The Group, in the ordinary course of business, sets up appropriate 
provisions for its present legal or constructive obligations, if any, in accordance with 
its policies on provisions and contingencies.  In recognizing and measuring 
provisions, management takes risks and uncertainties into account. 
 
The Group has not recognized any provision as at March 31, 2019 and  
December 31, 2018. 
 
Estimates and Assumptions 
The key estimates and assumptions used in the consolidated interim financial 
statements are based upon the Group’s evaluation of relevant facts and 
circumstances as of the date of the consolidated interim financial statements.  Actual 
results could differ from such estimates. 
 
Assessment of ECL on Trade and Other Receivables  
The Group, in applying the simplified approach in the computation of ECL, initially 
uses a provision matrix based on historical default rates for trade receivables for at 
least two years. The Group also uses appropriate groupings if its historical credit loss 
experience shows significantly different loss patterns for different customers. The 
Group then adjusts the historical credit loss experience with forward-looking 
information on the basis of current observable data affecting each customer to reflect 
the effects of current and forecasted economic conditions. 
 
The Group has assessed that the forward-looking default rate component of its ECL 
on trade receivables is not material because substantial amount of trade receivables 
are normally collected within one year. Moreover, based on management’s 
assessment, current conditions and forward-looking information does not indicate a 
significant increase in credit risk exposure of the Group from its trade and other 
receivables. 
 
Trade receivables written-off during the year amounted to P2,691 and P726 in 2019 
and 2018, respectively (Notes 6 and 20). No allowance for impairment losses on 
trade receivables were recognized as at March 31, 2019 and December 31, 2018. 
The carrying amount of trade receivables amounted to P441,355 and P585,057 as at 
March 31, 2019 and December 31, 2018, respectively (Note 6). 
 
 
 
 
 
 



 

- 29 - 

Assessment of ECL on Other Financial Assets at Amortized Cost. The Group 
determines the allowance for ECL using general approach based on the probability-
weighted estimate of the present value of all cash shortfalls over the expected life of 
financial assets at amortized cost. ECL is provided for credit losses that result from 
possible default events within the next 12 months unless there has been a significant 
increase in credit risk since initial recognition in which case ECL is provided based 
on lifetime ECL. 
 
When determining if there has been a significant increase in credit risk, the Group 
considers reasonable and supportable information that is available without undue 
cost or effort and that is relevant for the particular financial instrument being 
assessed such as, but not limited to, the following factors: 
 
 actual or expected external and internal credit rating downgrade;  
 
 existing or forecasted adverse changes in business, financial or economic 

conditions; and  
 
 actual or expected significant adverse changes in the operating results of the 

borrower. 
 
The Group also considers financial assets at day one to be the latest point at which 
lifetime ECL should be recognized unless it can demonstrate that this does not 
represent a significant risk in credit risk such as when non-payment was an 
administrative oversight rather than resulting from financial difficulty of the borrower. 
 
The Group has assessed that the ECL on other financial assets at amortized cost is 
not material because the transactions with respect to these financial assets were 
entered into by the Group only with reputable banks and companies with good credit 
standing and relatively low risk of defaults. Accordingly, no additional provision for 
ECL on other financial assets at amortized cost was recognized in March 31, 2019 
and December 31, 2018. The carrying amounts of other financial assets at amortized 
cost are as follows: 
 

 Note 2019 2018 

Other Financial Assets at Amortized Cost     
Cash and cash equivalents (excluding cash on hand) 5, 25, 26 P258,589 P256,385 
Other receivables (included under “Trade and other 

receivables” account) 6, 25 ,26 23,152 19,756 
Other noncurrent assets 25, 26 8,559 19,524 

 
Write-down of Inventory. The Group writes-down the cost of inventory to net 
realizable value whenever net realizable value becomes lower than cost due to 
damage, physical deterioration, obsolescence, changes in price levels or other 
causes.   
 
Estimates of net realizable value are based on the most reliable evidence available 
at the time the estimates are made of the amount the inventories are expected to be 
realized.  These estimates take into consideration fluctuations of price or cost directly 
relating to events occurring after the reporting date to the extent that such events 
confirm conditions existing at the reporting date.  
 
Inventories directly written-off amounted to P98,200 in 2018. Based on assessment 
made by management, the provision for impairment losses recognized as at  
March 31, 2019 amounted to P792.  
 
The carrying amount of inventories amounted to P1,390,981 and P1,194,078 as at 
March 31, 2019 and December 31, 2018, respectively (Note 7). 
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Fair Value Measurements. A number of the Group’s accounting policies and 
disclosures require the measurement of fair values for both financial and  
non-financial assets and liabilities. 
 
The Group has an established control framework with respect to the measurement of 
fair values. Management has the overall responsibility for overseeing all significant 
fair value measurements, including Level 3 fair values. Management regularly 
reviews significant unobservable inputs and valuation adjustments. If third party 
information is used to measure fair values, then the valuation team assesses the 
evidence obtained to support the conclusion that such valuations meet the 
requirements of PFRS, including the level in the fair value hierarchy in which such 
valuations should be classified. 
 

The Group uses market observable data when measuring the fair value of an asset 
or liability. Fair values are categorized into different levels in a fair value hierarchy 
based on the inputs used in the valuation techniques (Note 3). 
 
If the inputs used to measure the fair value of an asset or a liability can be 
categorized in different levels of the fair value hierarchy, then the fair value 
measurement is categorized in its entirety in the same level of the fair value 
hierarchy based on the lowest level input that is significant to the entire 
measurement. 
 
The Group recognizes transfers between levels of the fair value hierarchy at the end 
of the reporting period during which the change has occurred. 
 
The methods and assumptions used to estimate the fair values for both financial and 
non-financial assets and liabilities are discussed in Notes 6, 7, 8, 9, 11, 12, 13, 14, 
25 and 26. 
 
Estimated 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 update d if expectations differ 
from previous estimates due to physical wear and tear, technical or commercial 
obsolescence and legal or other limits on the use of the assets. 
 
In addition, estimation of the useful lives of property, plant and equipment is based 
on collective assessment of industry practice, internal technical evaluation and 
experience with similar assets.  It is possible, however, that future financial 
performance 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.  
A reduction in the estimated useful lives of property, plant and equipment would 
increase the recorded cost of sales, selling and general and administrative expenses 
and decrease noncurrent assets. 
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In 2017, the Parent Company conducted an operational review of its property, plant 
and equipment which resulted in changes in the expected remaining useful lives of 
these assets. The effect of these changes on actual and expected depreciation 
expense, before tax, was as follows: 
 

Year  

2017 (P32,001) 
2018 (28,418) 
2019 (8,418) 
2020 (7,647) 
2021 (8,832) 
Later 85,316 

 
Property, plant and equipment, net of accumulated depreciation, amounted to 
P3,174,158 and P3,070,470 as at March 31, 2019 and December 31, 2018, 
respectively. Accumulated depreciation and amortization of property, plant and 
equipment amounted to P636,330 and P585,807 as at March 31, 2019 and  
December 31, 2018, respectively (Note 10). 
 
Estimating ROU assets (Upon adoption PFRS 16) 
The Group recognizes ROU assets at the lease commencement date. The ROU 
asset is initially measured at cost, which comprises the initial amount of the lease 
liability adjusted for any lease payments made at or before the commencement date, 
plus any initial direct costs incurred. The initial amount of the lease liability is 
measured at the present value of the lease payments that are not paid at the 
commencement date, discounted using the Group’s weighted average incremental 
borrowing rate which is 5.67%. The Group uses its incremental borrowing rate as the 
discount rate. In addition, the ROU assets is periodically reduced by impairment 
losses, if any, and adjusted for certain remeasurements of the lease liability. 
 
The carrying amount of ROU asset amounted to P142,234 as at March 31, 2019 
(Notes 10 and 23). 
 
Acquisition Accounting. At the time of acquisition, the Group considers whether the 
acquisition represents an acquisition of a business or a group of assets. The Group 
accounts for an acquisition as a business combination if it acquires an integrated set 
of business processes in addition to the group of assets acquired. The consideration 
is made to the extent that the significant business processes are acquired and the 
additional services to be provided.  
 
In 2017, the Group accounts for acquired businesses using the acquisition method of 
accounting which requires that the assets acquired and the liabilities assumed are 
recognized at the date of acquisition based on their respective fair values. 
 
The application of the acquisition method requires certain estimates and 
assumptions concerning the determination of the fair values of acquired assets as 
well as liabilities assumed, at the acquisition date.  Moreover, the useful lives of the 
acquired intangible assets and property, plant and equipment have to be determined.  
 
In 2016, the acquisition of the assets qualifies as an acquisition of business because 
the Group acquired the property and equipment, business processes, human 
resources, technology and other intellectual property used by the predecessor 
entities which have been in operation. The entities are in the business of 
manufacturing, buying, selling and processing of coconut and other related products. 
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With the acquisition, it enable to consolidate all its coconut-based business into the 
Group by integrating these inputs and processes to the Group. The acquisition is 
also expected to provide the Group with an increase share in the coconut industry 
through expansion of its operations globally. 
 
The carrying amount of goodwill arising from business combinations amounted to 
P1,226,044 and P1,225,959 as at December 31, 2019 and 2018, respectively  
(Note 11). 
 
Estimated Useful Life of Intangible Asset. The useful life of intangible asset is 
assessed at the individual asset level as having either a finite or indefinite life. 
Intangible asset is regarded to have an indefinite useful life when, based on analysis 
of all of the relevant factors, there is no foreseeable limit to the period over which the 
asset is expected to generate net cash inflows for the Group. 
 
Intangible assets with indefinite useful life amounted to P447,344 as at March 31, 
2019 and December 31, 2018 (Notes 11 and 15). 
 
Impairment of Goodwill and Other Intangible Assets with Indefinite Useful Lives.  
The Group determines whether goodwill and other intangible assets are impaired at 
least annually.  This requires the estimation of value in use of the cash-generating 
units to which the goodwill is allocated and the value in use of other intangible 
assets.  Estimating value in use requires management to make an estimate of the 
expected future cash flows from other intangible assets and to choose a suitable 
discount rate to calculate the present value of those cash flows. 
 
No impairment loss was recognized on goodwill and other intangible assets in  
March 31, 2019 and December 31, 2018. 
 
The carrying amount of goodwill and other intangible assets amounted to P1,673,388 
and P1,673,303 as at March 31, 2019 and December 31, 2018, respectively  
(Note 11). 
 
Impairment of Non-financial Assets.  PFRS requires that an impairment review be 
performed on property, plant and equipment when events or changes in 
circumstances indicate that the carrying amount may not be recoverable. 
Determining the recoverable amounts of these assets requires the estimation of cash 
flows expected to be generated from the continued use and ultimate disposition of 
such assets. While it is believed that the assumptions used in the estimation of fair 
values reflected in the consolidated interim financial statements are appropriate and 
reasonable, significant changes in these assumptions may materially affect the 
assessment of recoverable amounts and any resulting impairment loss could have a 
material adverse impact on the financial performance. 
 
No impairment loss on property, plant and equipment was recognized in 2019 and 
2018 as management believes, based on its assessment, that the carrying amount of 
its property, plant and equipment is fully recoverable. 
 
The carrying amount of property, plant and equipment amounted to P3,174,158 and 
P3,070,470 as at March 31, 2019 and December 31, 2018 respectively (Note 10). 
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Estimating Lease Liability (Upon adoption PFRS 16) 
The lease liability is initially measured at the present value of the lease payments 
that are not paid at the commencement date, discounted using the Group’s weighted 
average incremental borrowing rate. The Group uses its incremental borrowing rate 
as the discount rate. The lease liability is measured at amortized cost using the 
effective interest method. It is remeasured when there is a change in future lease 
payments arising from a change in rate or if there is a change in the Group’s 
estimate of the amount expected to be payable under a residual value guarantee, or 
if the Group changes its assessment of whether it will exercise a purchase, extension 
or termination option of the lease term. In determining the lease term, management 
considers all facts and circumstances that create an economic incentive to exercise 
an extension option, or not exercise a termination option. Extension options (or 
periods after termination options) are only included in the lease term if the lease is 
reasonably certain to be extended (or not terminated). The lease contract has no 
restoration cost involved. 
 
Lease payments included in the measurement of lease liability comprise the 
following: 
 
 fixed payments, including in-substance fixed payments; 
 
 variable lease payments that depend on an index or a rate, initially measured 

using the index or rate as at the commencement date; 
 
 amounts expected to be payable under residual value guarantee; and 
 
 the exercise price under a purchase option that the Group is reasonably certain 

to exercise, lease payments in an optional renewal period if the Group is 
reasonably certain to exercise an extension option, and penalties for early 
termination of a lease unless the Group is reasonably certain not to terminate 
early. 

 
The carrying amount of lease liability amounted to P121,030 as at March 31, 2019 
(Notes 10 and 23). 
 
Present Value of Defined Benefit Retirement Obligation.  The present value of the 
defined benefit retirement obligation depends on a number of factors that are 
determined on an actuarial basis using a number of assumptions. These 
assumptions are described in Note 24 to the consolidated interim financial 
statements and include discount rate and salary increase rate.   
 
The Group determines the appropriate discount rate at the end of each reporting 
period. It is the interest rate that should be used to determine the present value of 
estimated future cash outflows expected to be required to settle the retirement 
obligations.  In determining the appropriate discount rate, the Group considers the 
interest rates on government bonds that are denominated in the currency in which 
the benefits will be paid.  The terms to maturity of these bonds should approximate 
the terms of the related retirement obligation. 
 
Other key assumptions for the defined benefit retirement obligation are based in part 
on current market conditions. 
 
While it is believed that the assumptions of the Group are reasonable and 
appropriate, significant differences in actual experience or significant changes in 
assumptions may materially affect the defined benefit retirement obligation of the 
Group. 
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The present value of defined benefit retirement obligation amounted to P33,747 and  
P29,994 as at March 31, 2019 and December 31, 2018, respectively (Note 24). 
 
Realizability of Deferred Tax Assets. The Group reviews its deferred tax assets at 
each reporting date and reduces the carrying amount to the extent that it is no longer 
probable that sufficient taxable profit will be available to allow all or part of the 
deferred tax assets to be utilized. The Group’s assessment on the recognition of 
deferred tax assets on deductible temporary differences and carryforward benefits is 
based on the projected taxable income in the following periods (Note 16). 
 
Deferred tax assets amounted to P9,143 and P27,566 as at March 31, 2019 and 
December 31, 2018, respectively (Note 16). 
 
 

5. Cash and Cash Equivalents 
 
This account consists of: 
 
 Note 2019 2018 

Cash on hand   P717  P726 
Cash in banks  254,439  252,276 
Short-term investments  4,150  4,109 

 25, 26 P259,306  P257,111 

 
Cash in banks earn interest at the respective bank deposit rates. The Group’s cash 
in banks earned interest income amounting to P139 and P70 in March 31, 2019 and 
2018, respectively. 
 
Short-term investments are interest-bearing time deposits with banks, with original 
maturities not exceeding three months and with interest rates ranging from 2.4% to 
2.5% in 2019 and 2018, and are carried at cost which approximates fair value. The 
Group’s short-term investments earned interest income amounting to P12 each for 
the periods ended March 31, 2019 and 2018. 
 
 

6. Trade and Other Receivables  
 
This account consists of: 
 
 Note 2019 2018 

Trade receivables  P441,355  P585,057 
Other receivables  29,398  30,930 

 25, 26 P470,753  P615,987 

 
Trade receivables are non-interest bearing and are generally on a 30 to 60-day term.   
 
Other receivables include advances to employees for medical insurance which are 
collected through salary deductions, and other advances for official business use. 
 
No allowance for impairment losses on trade and other receivables is recognized as 
management believes that the receivables are fully recoverable at their carrying 
amounts (Note 25). 
 
Trade and other receivables written-off during the year amounted to P2,691 and 
P726 in March 31, 2019 and December 31, 2018, respectively (Note 20). 
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Certain receivables were assigned with recourse to secure the bank loans amounting 
to P398,274 and P601,363 as at March 31, 2019 and December 31, 2018, 
respectively (Note 12).  
 
The Group recognized sales from different geographical locations as follows: 
 

 
March 31, 

2019 
March 31, 

2018 

Philippines P662,101  P759,581 
USA 518,146  483,928 
Australia 103,283  147,675 

 P1,283,530  P1,391,184 

 
 

7. Inventories 
 
This account consists of: 
 
  2019 2018 

At cost:    
Finished goods  P930,273  P773,421 
Packing materials and supplies  335,466  311,562 
Raw materials  55,421  80,110 
Inventories in-transit  69,293  27,210 
By-product  528  1,775 

  P1,390,981  P1,194,078 

 
The cost of inventories approximates its net realizable value as at March 31, 2019 
and December 31, 2018. Inventories directly written-off amounted to P98,200 in 
2018. 
 
Inventories charged to cost of sales amounted to P726,989 and P875,936 in 2019 
and 2018, respectively (Note 18). 
 
 

8. Prepaid Expenses and Other Current Assets 
 
This account consists of: 
 
  2019 2018 

Input VAT - net  P403,602  P367,052 
Prepaid expenses  83,335  49,525 
Advances to suppliers  36,667  61,486 

  P523,604  P478,063 

 
Input VAT represents taxes paid on purchases of goods and services. 
 
Prepaid expenses consist of dues and subscriptions, insurance, rent, taxes and other 
prepayments. 
 
Advances to suppliers pertain to advances for purchased tools, spare parts and 
packaging materials. 
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9. Investment in Bonds 
 
Investment in bonds mainly represents United States dollar denominated Republic of 
the Philippine (ROP) bonds with annual interest rates ranging from 5% to 9.5%, 
maturing in various dates from 2030 to 2034. 
 
Interest income on investment in bonds, included as part of “Interest income” 
account in the consolidated interim statements of comprehensive income amounted 
to P6,058 and P889 for the periods ended March 31, 2019 and 2018, respectively. 
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10. Property, Plant and Equipment 
 
Property, plant and equipment consists of: 
 

  

Owned Assets  

Total 
Site 

Improvements Buildings  Machinery  

Delivery and 
 Transportation 

Equipment 

Office 
Furniture and 

Equipment 
Tools and 

Water System 
Construction 

in-Progress 
Right of Use 

Assets 

Cost      

 

 

  January 1, 2018 P136,525 P600,776 P1,707,232 P85,768 P55,742 P2,926 P519,503 P   -     P3,108,472 
Additions 5,411 52,553 296,430 14,513 7,756 1,029 199,505 -     577,197 
Disposals -     (1,079) (53,128) -     (228) -     -     -     (54,435) 
Reclassification 4,648 45,561 180,608 13,748 2,182 610 (247,357) -     -     
Cumulative translation adjustments 4,453 9,220 11,129 -     241 -     -     -     25,043 

December 31, 2018 151,037 707,031 2,142,271 114,029 65,693 4,565 471,651 -     3,656,277 
Reclassification under PFRS 16 -     -     (43,357) (13,252) -     -     (86,758) 143,367 -     
Additions 179 100 14,130 280 2,229 -     142,362 -     159,280 
Cumulative translation adjustments (134) (278) (4,650) -   (7) -     -     -     (5,069) 

March 31, 2019 151,082 706,853 2,108,394 101,057 67,915 4,565 527,255 143,367 3,810,488 

Accumulated Depreciation and 
Amortization          

January 1, 2018 5,737 40,230 286,770 27,000 29,275 1,421 -     -     390,433 
Depreciation and amortization 1,953 20,339 134,511 20,609 21,103 1,645 -     -     200,160 
Disposals -     (126) (16,059) -     (135) -     -     -     (16,320) 
Cumulative translation adjustments -     3,824 7,587 -     123 -     -     -     11,534 

December 31, 2018 7,690 64,267 412,809 47,609 50,366 3,066 -     -     585,807 
Depreciation and amortization 495 5,270  36,033  4,608  3,078  257  -     1,133 50,874  

Cumulative translation adjustments -     (118) (231) -     (2) -     -     -     (351) 

March 31, 2019 8,185 69,419  448,611  52,217 53,442  3,323  -     1,133 636,330  

Carrying Amount          

December 31, 2018 P143,347 P642,764 P1,729,462 P66,420 P15,327 P1,499 P471,651 P   -     P3,070,470 

March 31, 2019 P142,897 P637,434  P1,659,783  P48,840  P14,473  P1,242 P527,255 P142,234  P3,174,158 
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In 2019 and 2018, additions to construction in-progress pertain to various 
installations and project-related costs in relation to the Parent Company’s 
manufacturing plants. 
 
In 2019, due to the adoption of PFRS 16 Leases, the Group recognized ROU assets 
and lease liabilities for leases qualified under PFRS 16 which includes the delivery 
and transportation equipment and machinery equipment leased out under finance 
leases. The carrying amount of ROU amounted to P142,234 as at March 31, 2019 
(Note 23). 
 
The carrying amount of delivery and transportation equipment and machinery 
equipment under finance lease amounted to P143,367 as at December 31, 2018 
(Note 23). 
 
Depreciation and amortization are distributed as follows: 
 
 Note 2019 2018 

Cost of sales 18 P44,323 P41,506 
General and administrative expenses 20 6,551 5,958 

  P50,874 P47,464 

 
 

11. Goodwill and Other Intangible Assets 
 
This account consists of: 
 
  2019 2018 

Goodwill  P1,226,044 P1,225,959 
Other intangible assets  447,344 447,344 

  P1,673,388 P1,673,303 

 
The movements in goodwill are as follows: 
 
  2019 2018 

Balance at beginning of year  P1,225,959 P1,216,840 
Cumulative translation adjustment  85 9,119 

  P1,226,044 P1,225,959 

 
In 2016, the Parent Company and Fiesta Brands, Inc. (FBI), Fresh Fruit Ingredients, 
Inc. (FFII), Muenster Ingredients Mfg. Inc. (MIMI) and Coco Derivatives Inc. (CDI) 
entered into agreements for the following: (i) purchase by the Parent Company of 
property and equipment; and (ii) assignment of trademarks, brand names, logos and 
other devices to the Parent Company. The consideration which amounted to 
P2,164,810, includes an additional consideration based on certain percentage of 
gross sales covering the periods 2018 to 2033.  
 
The purchase of the assets used in the business of FBI, FFII, MIMI and CDI qualify 
as an acquisition of a business in accordance with PFRS 3. The acquired business 
assets provided the Parent Company with inputs and processes which enabled the 
Parent Company to generate returns.  The acquisition will expand the Parent 
Company’s product offerings and is expected to further strengthen its potential as it 
taps new sources of growth, thereby ensuring long-term value to the Parent 
Company’s stockholders. 
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The following summarizes the recognized amounts of assets acquired at the 
acquisition date: 
 
Assets   2016 

Property and equipment   P1,109,464 
Other intangible assets   447,344 

Total Identifiable Assets at Fair Value   P1,556,808 

 
Other intangible assets consist of trademarks, brand names, logos and other 
intellectual properties. 
 
Goodwill was recognized as a result of the acquisition as follows: 
 
  2016 

Total consideration  P2,164,810 
Total identifiable assets at fair value  (1,556,808) 

Goodwill  P608,002 

 
On June 19, 2017, the Parent Company entered into a Share Transfer Agreement 
with AMDG International Holdings Pte. Ltd. (AMDG) for the acquisition of 100% 
equity interests in APH1 and APH2 in exchange for the issuance of 170,000,000 new 
shares of the Parent Company which form part of total consideration of P970,000 
and direct attributable cost amounting to P2,904 (Note 17).  
 
The acquisition by the Parent Company of APH1 and APH2 aims to achieve high 
growth potential in domestic and international markets including United States of 
America (USA) and Australia through RVF and FIA.  AMDG agreed to the transfer of 
beneficial and economic ownership interests in APH1 and APH2 in favor of the 
Parent Company, and consequently, together with the equity ownership interests in 
both RVF and FIA as at the agreed starting control date of January 1, 2017. 
 
APH1 holds 100% equity investment in RVF which is a manufacturer and distributor 
of imported coconut products, including desiccated coconut, coconut milk powder, 
coconut cream and coconut oil. RVF sells the coconut products as such or utilizes 
them in the production of sweetened or toasted coconut flake. RVF was incorporated 
in New Jersey, USA in 1992. 
 
APH2 holds 100% equity investment in FIA which is a distributor of imported coconut 
products, including desiccated coconut, coconut milk powder, coconut cream, 
toasted coconut, reduced fat coconut and coconut water. FIA was incorporated in 
Victoria, Australia in 2004. 
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The following summarizes the recognized amounts of assets acquired and liabilities 
assumed at the acquisition date: 
 
a) APH1 
 

  Note 2017 

Assets    
Cash   P20 
Trade and other receivables   169,343 
Inventories   483,703 
Prepaid expenses and other current assets   180 
Property and equipment  10 274,362 
Deferred tax assets   17,174 
Other noncurrent assets   1,009 

Liabilities    
Accounts payable and accrued expenses  (187,523) 
Loans payable   (216,001) 
Income tax payable   (45,636) 
Deferred tax liabilities   (27,783) 
Long-term debt   (105,738) 

Total Identifiable Assets at Fair Value  P363,110 

 
b) APH2 
 

  Note 2017 

Assets    
Cash   P11,429 
Trade and other receivables   67,682 
Inventories   43,567 
Prepaid expenses and other current assets  1,404 
Property and equipment  10 610 

Liabilities    
Accounts payable and accrued expenses  (42,573) 
Other current liabilities   (105) 
Other noncurrent liabilities   (69,311) 

Total Identifiable Assets at Fair Value  P12,703 

 
Goodwill was recognized as a result of the acquisition as follows: 
 
 APH1 APH2 Total 

Total consideration P852,545 P120,359 P972,904 
Total identifiable assets at fair value 363,110 12,703 375,813 

Goodwill P489,435 P107,656 P597,091 

 
The recoverable amount of goodwill has been determined based on a valuation 
using cash flow projections (value in use) covering a five-year period based on long 
range plans approved by management.  Cash flows beyond the five-year period are 
extrapolated using a determined constant growth rate to arrive at its terminal value.  
The 3% growth rate used is consistent with the long-term average growth rate for the 
industry.  The discount rates applied to after tax cash flow projection range from  
5.03% to 9.95% in March 31, 2019 and December 31, 2018, respectively. 
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No impairment loss was recognized in 2019 and 2018. 
 
The recoverable amount of other intangibles assets has been determined based on a 
valuation using cash flow projections (value in use) covering a five-year period based 
on long range plans approved by management. Cash flows beyond the five-year 
period are extrapolated using a determined constant growth rate to arrive at its 
terminal value.  The 3% growth rate used is consistent with the long-term average 
growth rate for the industry. The discount rates applied to after tax cash flow 
projection range from  5.03% to 9.95% in 2019 and 2018.  
 
No impairment loss was recognized in 2019 and 2018. 
 
Management believes that any reasonably possible change in the key assumptions 
on which the recoverable amount is based would not cause its carrying amount to 
exceed its recoverable amount. 
 
The calculations of value in use are most sensitive to the following assumptions: 
 
 Gross Margins. Gross margins are based on average values achieved in the 

period immediately before the budget period. These are increases over the 
budget period for anticipated efficiency improvements. Values assigned to key 
assumptions reflect past experience, except for efficiency improvement. 

 
 Discount Rates. The Group uses the weighted-average cost of capital as the 

discount rate, which reflects management’s estimate of the risk specific to each 
unit. This is the benchmark used by management to assess operating 
performance and to evaluate future investment proposals. 

 
 

12. Loans Payable 
 
This account consists of: 
 
 Note 2019 2018 

Current:    
a) Interest from 2.75% to 3.5% and 

2.5% to 4.6% in 2019 and 2018, 
respectively  P642,175 P730,525 

b) Interest based on LIBOR rate plus 
2.25%  234,715 235,073 

  876,890 965,598 
Noncurrent:    

c) Interest at 2.5% payable every 
quarter  5,145 5,153 

 25, 26 P882,035 P970,751 

 
a) Loans availed by the Parent Company from various banks to finance the working 

capital requirements. These loans bear interest rates ranging from 2.75% to 
3.5% and 2.5% to 4.6% in 2019 and 2018, respectively. The loans are generally 
on a one to six-month term. Certain receivables were assigned with recourse to 
secure the bank loans (Note 6). 
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b) RVF’s revolving line of credit with a maximum borrowing limit of P236,610  
($4.5 million).  Interest is payable monthly at one-month LIBOR rate plus 2.25%. 
The loan is secured by all assets of RVF and is subject to a subordination 
agreement.  The line of credit matured on May 31, 2018. In 2018, RVF renewed 
the line of credit and extended its maturity to May 29, 2019.  
 
RVF’s capital expenditure line of credit with a maximum borrowing limit of 
P15,774 ($300).  Interest is payable monthly at one-month LIBOR rate plus 
2.25%.  The line of credit matures on May 29, 2019.  
 

c) Other loans amounting to P5,145 and P5,153 as at March 31, 2019 and 
December 31, 2018, respectively, were obtained from third party creditors which 
bears an annual interest rate of 2.5% payable every quarter. 
 

Interest expense on loans payable, included as part of “Interest expense and other 
financing charges” account in the consolidated interim statements of comprehensive 
income amounted to P6,547 and P6,173 in 2019 and 2018, respectively. 
 
 

13. Accounts Payable and Accrued Expenses 
 
This account consists of: 
 
 Note 2019 2018 

Trade payables  P208,508 P193,179 
Nontrade payables  2,923 1,027 
Accrued expenses:    

Freight charges  70,123 61,957 
Salaries, wages and employee benefits  35,838 33,162 
Utilities  20,384 17,398 
Toll  8,039 4,078 
Professional fees  6,225 -     
Rent 23 41 7,658 
Others  14,634 5,645 

Customer deposits  4,926 10,957 
Interest payable 12, 14 2,299 3,886 
Government payables  2,240 3,586 
Others  11,849 9,520 

 25, 26 P388,029 P352,053 

 
Trade payables are generally on a 30 to 60-day term. 
 
Nontrade payables consist of payables for utilities and contracted jobs. 
 
Customer deposits represent advances made by customers. 
 
 

14. Long-term Debt 
 
This account consists of RVF’s term loan agreement in December 2013 for a total 
maximum borrowing of $2.9 million, secured by all real and personal property of 
RVF. The funds were utilized to refinance the purchase of RVF’s real and personal 
property. Interest is payable monthly at one-month LIBOR rate plus 2.25%. Monthly 
payments of fixed principal of $16 plus interest are due with a balloon payment upon 
maturity in December 2018.   
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In 2018, RVF has worked with the lender to extend the maturity date to December 
2028 at a rate of interest equal to 4.88% per annum.  Monthly payments of fixed 
principal of $16 plus interest are due starting January 15, 2019. 
 
Interest expense on long-term debt, included as part of “Interest expense and other 
financing charges” account in the consolidated interim statements of comprehensive 
income amounted to P4,077 and P3,337 in 2019 and 2018, respectively. 
 
 

15. Other Current and Noncurrent Liabilities 
 
In 2016, the Parent Company and FBI, FFII, MIMI and CDI (“Selling Shareholders”) 
entered into agreements for the purchase of property and equipment for a total 
consideration of P1,109,464 (including input VAT).  The agreement also covers the 
assignment of trademarks, brand names, logos and other devices (collectively as 
“Intangible assets”) amounting to P650,000 over the period of three years with 
present value amounting to P608,002 as of acquisition date, which may extend to a 
total of five years by mutual agreement of both parties. The Parent Company has 
agreed to pay the Selling Shareholders an additional consideration based on a 
certain percentage of gross sales from 2018 to 2033. The Parent Company has 
included a contingent consideration amounting to P447,344 which represents its fair 
value at the date of acquisition (Note 11).  
 
In case of delay of payment, the Parent Company is required to pay 2% interest per 
month until fully paid plus 10% penalty charge.  
 
On December 20, 2018, the Parent Company and the Selling Shareholders entered 
into a Settlement Agreement wherein the Parent Company shall fully disengage from 
the Selling Shareholders by way of a simple lump-sum settlement in the amount of 
P1,350,000 (“Settlement Amount”), representing full and final settlement of all the 
fixed and variable considerations, interest and other incidental charges, so that the 
Parent Company can take full advantage of the ownership and use of the Intangible 
assets moving forward without future charges, payments, or similar obligations to the 
Selling Shareholders.  The Settlement Amount was recognized and recorded in the 
books as part of “Other current liabilities” account in the consolidated interim 
statement of financial position as at December 31, 2018. 
 
Other noncurrent liabilities includes advances from stockholders and rental deposit 
amounting to P65,573 and P63,011 in March 31, 2019 and December 31, 2018, 
respectively. 
 
 

16. Income Taxes 
 
The Parent Company was registered with the Board of Investments (BOI) on  
March 9, 2011 under Article 39(a) of Executive Order No. 226 as amended by  
R.A. 7918 and is entitled to an Income Tax Holiday (ITH) for a period of six years 
from March 9, 2011 to March 8, 2017. On June 1, 2016, BOI granted the Parent 
Company an extension of the ITH entitlement for a period of four years. 
 
The components of income tax expense are as follows:  
 
  2019 2018 

Current   P33,100 P31,201 
Deferred  3,048 (3,273)  

  P36,148 P27,928 
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The reconciliation between the statutory income tax expense on income before 
income tax and the Group’s effective income tax expense is as follows: 

2019 2018 

Income before income taxes P262,593 P227,122 

Income tax expense computed at 
statutory tax rate P63,544 P66,714 

Additions to (reductions in) income tax 
resulting from: 
Income subject to income tax holiday (28,050) (38,721) 
Interest income subject to final tax (1,341)  (204) 
Nondeductible expenses 1,960 1,838 

Others 35 (1,699) 

P36,148 P27,928 

The Group has deferred tax assets (liabilities) as at March 31, 2019 and 
December 31, 2018 in respect of the following items: 

2019 
Balance at 
January 1 

Recognized in 
Profit or Loss 

Recognized  
in Other 

Comprehensive 
Income Others 

Balance at  
March 31 

Loss on early retirement of debt P36,435 P   -    P   -    P -  P36,435 
Inventory 9,697 237 -    -  9,934 
Retirement liability 8,640 814 -    -  9,454 

Unrealized foreign exchange gain 6,370 (4,099) -   -  2,271 
Remeasurement gain on defined benefit 

retirement obligation (2,320) -    -    -  (2,320) 
Translation reserve (13,338) -    (15,376) 1 (28,713) 

Depreciation (17,918) -    -    -  (17,918) 

Net deferred tax assets P27,566 (P3,048) (P15,376) P1 P9,143 

2018 
Balance at 
January 1 

Recognized in 
Profit or Loss 

Recognized  
in Other 

Comprehensive 
Income Others 

Balance at  
December 31 

Inventory P9,697 P   -    P   -    P  -  P9,697 
Retirement liability 5,788 2,852 -    -  8,640 
Unrealized foreign exchange gain (2,038) 8,408 -    -  6,370 
Loss on early retirement of debt -    36,435 -    -  36,435 
Depreciation (17,918) -    -    -  (17,918) 
Remeasurement gain on defined benefit 

retirement obligation (788) -  (1,532) -  (2,320) 
Translation reserve (4,225) -    (8,676) (437) (13,338)

Net deferred tax assets (liability) (P9,484) P47,695 (P10,208)    (P437) P27,566 

17. Equity

a. Amendments to the Articles of Incorporation and By-Laws

On September 30, 2015, the BOD and Stockholders of the Parent Company 
approved the following amendments to the Articles of Incorporation: (a) include 
the manufacturing of other agricultural products including the development of 
agricultural plantations in the Parent Company’s primary purpose; and 
(b) increase the authorized capital stock of the Parent Company from P5 million
divided into 10,000 shares with a par value of P500.00 per share to P5 billion
divided into 5 billion shares with a par value of P1.00 per share. On February 29,
2016, the SEC approved the application for the amendment of Articles of
Incorporation of the Parent Company.
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On December 1, 2016, the BOD and Stockholders of the Parent Company 
approved the conversion of P1 billion out of the Parent Company’s authorized 
capital stock of P5 billion into redeemable preferred shares. The authorized 
capital stock of the Parent Company amounting to P5 billion is divided into  
4 billion common shares with a par value of P1.00 per share and P1 billion 
redeemable preferred shares with a par value of P1.00 per share. The SEC 
approved the Amended Articles of Incorporation on February 8, 2017. 
 
On July 12, 2017, the SEC approved the amendment of Article Second (B) (a) of 
the Articles of Incorporation to own, acquire, lease, sub-lease and/or operate 
manufacturing facilities, buildings, and other properties, provide consultancy and 
management services in food processing, render technical and professional 
services to other companies, conduct training, lectures, seminars and other 
educational course related to but not limited to coconut and food manufacturing, 
quality control, technician and production operations both in the Philippines and 
abroad. The amendment was approved by the BOD on April 5, 2017. 
 
On July 26, 2017, the BOD and Stockholders of the Parent Company approved 
the amendment of Article 7(f) of the Articles of Incorporation that the corporation 
shall have the option to redeem the Redeemable Preferred Shares if approved 
by the BOD and the redemption shall be pursuant to a written redemption 
agreement executed by the corporation and the relevant holder of the 
Redeemable Preferred Shares. In no case shall the redemption price of the 
actual number of Redeemable Preferred Shares to be redeemed be less than the 
cost of such shares plus an 8% yield. The SEC approved the Amended Articles 
of Incorporation on August 11, 2017. 
 

b. Common Stock 
 
The movements in the number of issued and outstanding shares of common 
stock are as follows: 
 
 Note 2019 2018 

Issued shares at beginning of year  2,400,000,000 2,400,000,000 
Stock dividends 11 400,000,000 -     
Conversion of shares  900,000,000 -     

Issued shares at end of year  3,700,000,000 2,400,000,000 
Less treasury shares  400,000,000 400,000,000 

Outstanding shares at end of year  3,300,000,000 2,000,000,000 

 
c. Redeemable Preferred Stock and Additional Paid-in Capital 

 
On February 10, 2017, the Parent Company entered into a Subscription 
agreement for the subscription of redeemable preferred shares (“RPS”) with a 
par value of P1.00 per share at an initial price of US$0.054 or P2.70 per share 
(“Original Share Price”) under the terms of the RPS subscription.  If the Group 
does not achieve a consolidated earnings before interests, taxes, depreciation 
and amortization (EBITDA) of at least P1,200,000 for the financial year ended 
December 31, 2017, the issue price will be adjusted subject to a floor of 
US$0.036 or P1.80 per share (“Adjusted Share Price”) which will result in the 
issuance of a maximum of 250 million additional RPS, subject to the terms and 
conditions as set forth in the Subscription Agreement. 
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The RPS, among other features, are redeemable, at the option of the Parent 
Company, voting, participating, convertible and have liquidation preference. 
 
The RPS shall rank pari passu with common shares upon conversion at any time 
by notice to the Corporation.   
 
The RPS shall be entitled to participate pro-rata in any regular dividend declared 
for the common shares to be paid out of the unrestricted retained earnings at the 
same rate and upon the same terms as declared and paid to the common 
shareholders. 
 
The Parent Company shall have the option to redeem the RPS if approved by 
the BOD and the redemption shall be pursuant to a written redemption 
agreement executed by the Parent Company and the relevant holder of the RPS.  
In no case shall the redemption price of the actual number of RPS to be 
redeemed be less than the cost of such shares plus an 8% annual yield net of 
dividends paid. 
 
In the event of any voluntary or involuntary liquidation, dissolution or winding up 
of the corporation (but not on redemption of any of the RPS or any repurchase by 
the corporation of any of the RPS), the Redeemable Preferred Shareholders 
shall be entitled to receive out of the assets of the corporation available for 
distribution to the shareholders of the corporation, before any distribution of 
assets is made to holders of Common Shares, distributions in the amount of the 
issue value per outstanding RPS, plus declared and unpaid dividends to the date 
of distribution. 
 
On August 4, 2017, the Parent Company received $27 million or P1.35 billion for 
the subscription of RPS at the original share price of US$0.054 or P2.70 per 
share, subject to certain condition as provided for in the subscription agreement.  
 
In 2018, the condition as set forth in the subscription agreement pertaining to the 
achievement of certain consolidated EBITDA was not met.  As a result, the 
Parent Company made an adjustment to the subscription price using the 
adjusted share price of US$0.036 or P1.80 per share as set forth in the 
Subscription Agreement and issued an additional 250 million of RPS to the 
subscriber.   
 
During 2018, the Parent Company made retroactive adjustments to the 
comparative information for the year ended December 31, 2018 to appropriately 
reflect the adjusted share price of US$0.036 or P1.80 per share pertaining to the 
originally issued 500 million RPS or a total subscription price of P900 million and 
reflected the value of the contingent preferred stock amounting to P450 million as 
part of “Equity reserves” account in the consolidated interim statement of 
financial position.   
 
On November 12, 2018, upon the approval by the BOD of the Parent Company, 
additional 250 million RPS was issued with a total subscription price of P450 
million.  As a result, the amount reflected as part of “Equity reserves” account 
was reclassified to RPS amounting to P250 million and additional paid-in capital 
amounting to P200 million, net of stock issuance cost amounting to P2,500. 
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On January 23, 2019, the BOD approved the conversion of 750 million RPS into 
common shares at the rate of one (1) RPS share to one (1) common share, to be 
issued out of the Unissued Common Stock of the Corporation.  Accordingly the 
BOD also approved the conversion of any and all stock dividends in the form of 
RPS, which may accrue to the aforementioned 750 million RPS after the date of 
the approval, into Common shares to be issued also out of the Unissued 
Common Stock of the Corporation.  All of the RPS shares, including additional 
150 million shares issued as stock dividends (refer to Note 17f under Dividend 
Declaration), shall be converted at the rate of one RPS to one Common share.  
On March 20, 2019, the BOD approved and/or ratified the conversion of all the 
900 million RPS into common shares.   
 

d. Treasury Stock 
 
The Parent Company acquired 400 million of its own common shares from 
stockholders on August 7, 2017 at P1.25 per share or a total cost of P500 million. 
The shares are held as “Treasury stock” and have been deducted from equity. 
The Parent Company has the right to reissue these shares at a later date.  
 

e. Appropriated Retained Earnings 
 
Appropriation for Acquisition of Assets 
On October 25, 2017, the BOD approved a fresh appropriation of retained 
earnings amounting to P300 million to support the acquisition of plant equipment 
in 2018 and, on November 21, 2018, the BOD approved for its reversal. 
 

f. Dividend Declaration 
 
Cash Dividend 
On August 1, 2018, the Parent Company’s BOD approved the declaration of 
cash dividends in the amount of P0.02 per share or a total of P50 million out of 
the unrestricted retained earnings of the Parent Company as at December 31, 
2017 payable to stockholders (common and redeemable preferred shares) of 
record as of July 31, 2018, and to be paid on or before September 15, 2018. 
 
Stock Dividend 
On February 7, 2019, the Parent Company’s BOD approved the declaration of a 
total 550 million shares of stock dividends to common and RPS stockholders (at 
par value of P1.00 per share), in proportion to their respective shareholdings, out 
of the Parent Company’s unissued common and RPS stock.  The stock dividend 
is payable to Common and RPS stockholders of record as at December 31, 2018 
and issued on or after March 20, 2019 but in no event later than March 31, 2019.  
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18. Cost of Sales 
 
This account consists of: 
 
 Note 2019 2018 

Inventories 7 P726,989 P875,936 
Depreciation and amortization 10 44,323 41,506 
Salaries, wages and employee benefits  34,187 32,191 
Rent 23 2,615 -     
Retirement benefit expense 24 828 546 
Others  39,542 52,086  

  P848,484 P1,002,265 

 
 

19. Selling Expenses 
 
This account consists of: 
 
 Note 2019 2018 

Freight  P42,224 P49,345 
Brokerage  13,266 11,789 
Rent 23 11,142 7,230 
Advertising  9,333 2,974 
Warehouse and storage  9,000 7,672 
Pallets and packaging  2,705 2,128 
Insurance  1,524 851 
Travel and transportation  1,120 644 
Commission  1,052 403 
Others  335 96 

  P91,701 P83,132 

 
 

20. General and Administrative Expenses 
 
This account consists of: 
 
 Note 2019 2018 

Salaries, wages and employee benefits  P35,268 P35,708  
Professional fees  11,988 6,259  
Depreciation and amortization 10 6,551 5,958  
Utilities  3,931  2,837  
Insurance  3,467  4,337 
Travel and transportation  3,256  3,561  
Representation  3,249  2,219  
Retirement benefit expense 24 2,925  4,950  
Rent 23 1,302  1,370  
Office supplies  446  423  
Repairs and maintenance  151  39 
Taxes and licenses  103 172  
Meetings and seminars  23  72  
Research and development  1 10  
Others   5,074  3,667  

  P77,735 P71,582 
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Others include fringe benefit, freight, dues and subscriptions and bad debts expense. 
 
 

21. Other Income - net 
 
This account consists of: 
 
 Note 2019 2018 

Commission income  P5,918  P5,809  
Sale of scrap  3,038  -     
Rent income 23 446  446  
Foreign exchange gain (loss) - net 25 (2,726)  830  
Others  482  94  

  P7,158 P7,179 

 
Commission income pertains to a co-packing commission earned from a third party 
at a fixed percentage.  
 
 

22. Related Party Transactions 
 
The Parent Company and its related parties, in the normal course of business, 
purchase products and services from one another. Amounts owed by/owed to related 
parties are collectible/ to be settled in cash. An assessment is undertaken at each 
financial year by examining the financial position of the related party and the market 
in which the related party operates. 
 
Key management compensation refers to the salary of key management amounted 
to P9,635 in 2019 and 2018. 
 
 

23. Leases 
 
Transactions from January 1, 2019 
 
a. In 2019, due to the adoption of PFRS 16, the Company recognized ROU assets 

and lease liabilities for leases qualified under PFRS 16 which includes the 
delivery and transportation equipment and machinery equipment leased out 
under finance lease. 
 
The carrying amount of right of use asset under the lease agreement amounted 
to P142,234 as at March 31, 2019 (Note 10). 
 
In 2019, depreciation expense recognized in profit or loss amounted to P1,133 
which is recorded as part of “Cost of sales” account in the statement of 
comprehensive income. 
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As at March 31, 2019, the future minimum lease payments are as follows: 
 

2019 

Future 
Minimum 

Lease 
Payments Interest 

Present Value 
of Minimum 

Lease 
Payments 

Within one year P12,636 P5,302 P7,334 
After one year but not more 

than five years 124,309 31,929 92,380 
More than five years 22,185 869 21,316 

 P159,130 P38,100 P121,030 

 
The interest expense recognized in profit or loss amounted to P1,274 in 2019. 
 

b. The Group entered into various lease commitments for the rental of office space, 
warehouse and equipment for periods ranging from one to five years and are 
renewable upon mutual agreements of the parties. The Group under this lease 
agreement availed of practical exemption for short-term leases and low-value 
items.  
 
Rent expense is distributed as follows: 
 
  Note 2019 

Cost of sales  18 P2,615 
Selling expenses  19 11,142 
General and administrative expenses  20 1,302 

   P15,059 

 
c. The Group as a Lessor 

The Group leases out one of its facility for a period of 15 years starting  
January 1, 2017 for P500, inclusive of value-added tax, per quarter, with a 10% 
rental fee escalation every five years. The security deposit required by the 
covering lease agreement amounted to P1,000 and was recorded as part of 
“Other noncurrent liabilities” account in the consolidated interim statements of 
financial position as at March 31, 2019 and December 31, 2018, respectively. 
 
The Group also leases some of its machineries and delivery equipment with 
monthly rentals ranging from P4 to P75 for a period of one year starting from 
October 1, 2018 to September 30, 2019, subject to renewal by the parties. 
 
Rent income amounted to P446 in 2019 and 2018, respectively (Note 21). 
 
Non-cancellable operating lease rental are receivable as follows: 
 
 2019 2018 

Within one year P2,000 P2,000 
After one year but not more than five years  10,600 8,400 
More than five years 14,500 18,700 

 P27,100 P29,100 
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Transactions before January 1, 2019 
 
a. Finance Lease 

 
The Parent Company has delivery and transportation equipment under finance 
lease arrangements. The outstanding liabilities with a local bank bear an 
effective interest rate of 7.75% and are payable in monthly installments up to 
2019. 
 
The Parent Company has machinery equipment under finance lease 
arrangements. The outstanding liabilities to a third party bear an effective interest 
rate of 5.67% and are payable in quarterly installments up to 2021. 
 
Future minimum lease payments under finance lease as at December 31, 2018 
are summarized as follows: 
 

 

Minimum 
Lease 

Payable Interest 

Present Value 
of Minimum 

Lease 
Payments 

Within one year P21,338 P12,646 P8,692 
After one year but not more 

than five years 96,496 23,202 73,294 
More than five years 44,341 2,732 41,609 

 P162,175 P38,580 P123,595 

 
The carrying amount of delivery and transportation equipment and machinery 
under finance lease amounted to P143,367 as at December 31, 2018 (Note 10). 
 
Interest expense on finance lease liabilities, included as part of “Interest expense 
and other financing charges” account in the consolidated interim statements of 
comprehensive income, amounted to P4,366 in 2018. 
 

b. Operating Lease 
 
The Group as a Lessee 
The Group entered into various lease commitments for the rental of office space, 
warehouse and equipment for periods ranging from one to five years and are 
renewable upon mutual agreements of the parties.  
 
Rent expense is distributed as follows: 
 
  Note 2018 

Selling expenses  19 P7,230 
General and administrative expenses  20 1,370 

   P8,600 

 
Non-cancellable operating lease rental are payable as follows: 
 
   2018 

Within one year   P4,941 
After one year but not more than five years   -     

   P4,941 
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24. Employee Benefits 
 
The Parent Company has a formal non-contributory and unfunded defined benefit 
retirement plan covering all of its regular employees, which provides a retirement 
benefit equal to one hundred percent (100%) of Plan Salary for every year of 
credited service. Benefits are paid in a lump sum upon retirement or separation in 
accordance with the terms of the plan. The Parent Company’s latest actuarial 
valuation was made as at December 31, 2018. Valuations are obtained on an annual 
basis.  
 
Retirement benefit obligation recognized in the consolidated interim statement of 
financial position amounted to P33,747 and P29,994 as at March 31, 2019 and 
December 31, 2018, respectively.   
 
The Group recognized retirement benefit expense in profit or loss and are presented 
below: 
 
 Note 2019 2018 

Cost of sales 18 P828 P546 
General and administrative expenses 20 2,925 4,950 

  P3,753 P5,496 

 
RVF sponsors a money purchase pension plan ("the Plan") for eligible employees 
who have attained the age of twenty-one and have completed one thousand hours of 
service. Contributions to the Plan are based on eight and three-quarters percent of 
each participant's compensation for the Plan year, without regard to RVF's net 
profits. Participants vest in the Plan at a rate of twenty percent per year and become 
fully vested after six years of service. RVF made contributions to the Plan amounting 
to $15 and $98 as at March 31, 2019 and December 31, 2018, respectively. 
 
 

25. Financial Risk and Capital Management Objectives and Policies 
 
Objectives and Policies 
The Group has significant exposure to the following financial risks primarily from its 
use of financial instruments: 
 

 Liquidity Risk 
 Credit Risk 
 Foreign Currency Risk 
 Interest Rate Risk 

 
This note presents information about the exposure to each of the foregoing risks, the 
objectives, policies and processes for measuring and managing these risks, and for 
management of capital. 
 
The main purpose of the Group’s financial instruments is to fund the Group’s 
operations and to acquire and improve its property, plant and equipment.  The main 
risks arising from the use of financial instruments are liquidity risk, credit risk, foreign 
currency risk and interest rate risk.  The Group’s BOD reviews and monitors the 
policies for managing each of these risks. 
 
Liquidity Risk. Liquidity risk pertains to the risk that the Group will encounter difficulty 
to meet payment obligations when they fall due under normal and stress 
circumstances. 
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The Group seeks to manage its liquidity profile to be able to finance its capital 
expenditures and cover its operating costs.  The Group’s objective is to maintain a 
balance between continuity of funding and flexibility through valuation of projected 
and actual cash flow information.  Additional short-term funding is obtained from 
related party advances when necessary. 
 
The table below summarizes the maturity profile of the Group’s financial assets and 
financial liabilities based on contractual undiscounted receipts and payments used 
for liquidity management. 
 

March 31, 2019 
Carrying 
Amount 

Contractual  
Cash Flow 

1 Year or 
Less 

More than  
1 Year but 
Less than  

5 Years 
More than 

5 Years 

Financial Assets      
Cash and cash equivalents P259,306 P259,306 P259,306 P   -     P   -     
Trade and other receivables* 464,507 464,507 464,507 -     -     
Investment in bonds 362,907 584,305 -     -     584,305 
Other noncurrent assets 8,559 8,559 -     -     8,559 

Financial Liabilities      
Loans payable 882,035 886,088 880,943 -     5,145 
Accounts payable and 

accrued expenses** 380,863 380,863 380,863 -     -     
Finance lease liabilities 121,030 159,130 12,636 146,494 -     
Long-term debt 98,935 124,095 15,001 14,068 95,026 
Other current liabilities 1,350,042 1,350,042 1,350,042 -     -     
Other noncurrent liabilities 65,573 65,573 -     -     65,573 

* Excluding advances to employees. 
** Excluding customer deposits and government payables amounting to P7,166 in 2019. 

 

December 31, 2018 
Carrying 
Amount 

Contractual  
Cash Flow 

1 Year or  
Less 

More than  
1 Year but 
Less than  

5 Years 
More than 

5 Years 

Financial Assets      
Cash and cash equivalents P257,111 P257,111 P257,111 P   -     P   -     
Trade and other receivables* 604,813 604,813 604,813 -     -     
Investment in bonds 305,332 534,765 -     -     534,765 
Other noncurrent assets 19,524 19,524 -     -     19,524 

Financial Liabilities      
Loans payable 970,751 973,385 968,232 -     5,153 
Accounts payable and 

accrued expenses** 337,510 337,510  337,510 -     -     
Finance lease liabilities 123,595 162,175 21,338 140,837 -     
Long-term debt 102,502 127,721 15,023 14,089 98,609 
Other current liabilities 1,350,042 1,350,042  1,350,042 -     -     
Other noncurrent liabilities 63,011 63,011 -     -     63,011 

* Excluding advances to employees. 
** Excluding customer deposits and government payables amounting to P14,543 in 2018. 

 
Credit Risk. Credit risk is the risk of financial loss to the Group if a customer or 
counterparty to a financial instrument fails to meet its contractual obligations, and 
arises principally from trade and other receivables. 
 
The Group controls this risk through monitoring procedures and regular coordination 
with the customers.  Receivable balances are monitored on an ongoing basis with 
the risks of exposure to bad debts are not significant. 
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The carrying amount of financial assets which represents the Group’s maximum 
exposure to credit risk without the effects of collaterals and other risk mitigation 
techniques is presented below: 
 
 Note 2019 2018 

Cash and cash equivalents  
(excluding cash on hand) 5 P258,589 P256,385 

Trade and other receivables* 6 464,507 604,813 
Investment in bonds 9 362,907 305,332 
Other noncurrent assets  8,559 19,524 

  P1,094,562 P1,186,054 

*Excluding advances to employees. 

 
The table below presents the Group’s exposure to credit risk and shows the credit 
quality of the financial assets by indicating whether the financial assets are subjected 
to 12-month ECL or lifetime ECL. Assets that are credit-impaired are separately 
presented. 
 
2019 

 Financial Assets at Amortized Cost   

 12-month ECL 

Lifetime ECL 
not Credit 
Impaired 

Lifetime ECL 
Credit Impaired 

Financial 
Assets at 

FVPL Total 

Cash and cash equivalents 
(excluding cash on hand) P258,589 P   -     P   -     P   -     P258,589 

Trade receivables 441,355 -     -     -     441,355 

Other receivables as part of 
“Trade and other receivables” 
account -     23,152 -     -     23,152 

Investment in bonds -     -     -     362,907 362,907 

Other noncurrent assets 8,559 -     -     -     8,559 

 P708,503 P23,152 P   -     P362,907 P1,094,562 

 
2018 

 Financial Assets at Amortized Cost   

 12-month ECL 

Lifetime ECL 
not Credit 
Impaired 

Lifetime ECL 
Credit Impaired 

Financial 
Assets at 

FVPL Total 

Cash and cash equivalents 
(excluding cash on hand) P256,385 P   -     P   -     P   -     P256,385 

Trade receivables 585,057 -     -     -     585,057 
Other receivables as part of 

“Trade and other receivables” 
account -     19,756 -     -     19,756 

Investment in bonds -     -     -     305,332 305,332 
Other noncurrent assets 19,524 -     -     -     19,524 

 P860,966 P19,756 P   -     P305,332 P1,186,054 

 
The aging of trade and other receivables is as follows: 
 
March 31, 2019 Trade Others Total 

Current  P319,993 P24,136 P344,129 
Past due:    

Less than 30 days 94,864 91 94,955 
31 - 60 days 10,855 881 11,736 
61 - 90 days 3,049 9 3,058 
Over 90 days 12,594 4,281 16,875 

 P441,355 P29,398 P470,753 
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December 31, 2018 Trade Others Total 

Current  P213,464 P20,383 P233,847 
Past due:    

Less than 30 days 222,076 7,205 229,281 
31 - 60 days 117,117 1,167 118,284 
61 - 90 days 16,036 750 16,786 
Over 90 days 16,364 1,425 17,789 

 P585,057 P30,930 P615,987 
 

 
The Group believes that neither past due nor impaired and unimpaired amounts that 
area past due by more than 30 days are still collectible based on historical payment 
behavior and analyses of the underlying customer credit ratings. 
 
Credit Quality Per Class of Financial Assets 
The credit quality of financial assets is managed by the Group using internal audit 
ratings. 
 
High grade cash are working cash fund in local banks belonging to the top 10 banks 
in the Philippines in terms of resources and profitability. 
 
High grade accounts, other than cash, are accounts considered to be of high value.  
The counterparties have a very remote likelihood of default and have consistently 
exhibited good paying habits. High grade financial assets include cash in banks and 
cash equivalents and investment in bonds amounting P621,496 and P561,717 as at  
March 31, 2019 and December 31, 2018, respectively. 
 
Standard grade accounts are active accounts with propensity of deteriorating to  
mid-range age brackets.  These accounts are typically not impaired as the 
counterparties generally respond to credit actions and update their payments 
accordingly. Standard grade financial assets include trade and other receivables 
amounting to P344,129 and P233,847 as at March 31, 2019 and December 31, 
2018, respectively.  
 
Substandard grade accounts are accounts which have probability of impairment 
based on historical trend.  These accounts show propensity to default in payments 
despite regular follow-up actions and extended payments terms. Substandard grade 
accounts includes past due accounts but not impaired amounting to P126,624 and 
P382,140 as at March 31, 2019 and December 31, 2018, respectively. 
 
Foreign Currency Risk. The Group’s exposure to foreign currency risk results from 
significant movements in foreign exchange rates that adversely affect the foreign 
currency denominated transactions of the Group. 
 
The Group closely monitors the movements in the exchange rate and makes a 
regular assessment of future foreign exchange movements. The Group then 
manages the balance of its foreign currency denominated assets and liabilities based 
on this assessment. 
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Information on the Group’s foreign currency-denominated monetary assets and 
monetary liabilities and their Philippine peso equivalents are as follows: 
 

March 31, 2019 SGD AUD USD 
Peso 

Equivalent 

Assets     
Cash and cash equivalents 98 194 16,284 865,969 
Trade and other receivables -   1,623 3,626 250,973 
Investment in bonds -   -     6,949 364,823 

Liabilities     
Accounts payable and accrued 

expenses -   (1,616) (3,525) (245,409) 
Loans payable -   -     (18,940) (970,725) 
Long-term debt -   -     (1,884) (98,935) 

 

December 31, 2018 SGD AUD USD 
Peso 

Equivalent 

Assets     
Cash and cash equivalents 98 376 635 51,071 
Trade and other receivables -   4,172 8,786 616,571 
Investment in bonds -   -     5,807 305,332 

Liabilities     
Accounts payable and accrued 

expenses -   (1,195) (2,316) (166,078) 
Loans payable -   -     (17,259) (907,466) 
Long-term debt -   -     (1,949) (102,502) 

 
The following table demonstrates the sensitivity to a reasonably possible change in 
foreign currency exchange rates with all other variables held constant of the Group’s 
profit before tax due to changes in the fair value of monetary assets and monetary 
liabilities: 
 

 2019 2018 

 

Effect on Income  
before Income Tax 

Effect on Income  
before Income Tax 

 Increase by 5% Decrease by 5% Increase by 5% Decrease by 5% 

USD P8,335 (P8,335) (P10,154) P10,154 

 
The Group reported net foreign exchange gain (loss) amounting to (P2,726) and 
P830 in March 31, 2019 and 2018, respectively (Note 21), arising from the 
translation of its foreign-currency denominated financial instruments. These mainly 
resulted from the movements of the Philippine peso against the USD as shown in the 
following table: 
 
  March 31, 2019 December 31, 2018 

USD to Philippine Peso  52.50 52.58 
AUD to Philippine Peso  37.34 37.07 
SGD to Philippine Peso  38.92 38.32 

 
Interest Rate Risk. Interest rate risk is the risk that future cash flows from a financial 
instrument (cash flow interest rate risk) or its fair value (fair value interest rate risk) 
will fluctuate because of changes in market interest rates.  The Group’s exposure to 
changes in interest rates relates primarily to its loan payable, long-term debt, finance 
lease liabilities and other noncurrent liabilities.  Borrowings issued at fixed rates 
expose the Group to fair value interest rate risk.  On the other hand, borrowings 
issued at variable rates expose the Group to cash flow interest rate risk.  
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The Group manages its interest cost by using an optimal combination of fixed and 
variable rate debt instruments.  Management is responsible for monitoring the 
prevailing market-based interest rate and ensures that the mark-up rates charged on 
its borrowings are optimal and benchmarked against the rates charged by other 
creditor banks. 
 
In managing interest rate risk, the Group aims to reduce the impact of short-term 
fluctuations on the earnings.  Over the longer term, however, permanent changes in 
interest rates would have an impact on profit or loss.  
 
The management of interest rate risk is also supplemented by monitoring the 
sensitivity of the Group’s financial instruments to various standard and non-standard 
interest rate scenarios.   
 
The sensitivity to a reasonably possible 5% increase in the interest rates, with all 
other variables held constant, would have decreased the Group’s profit before tax by 
P55,100 and P59,842 in 2019 and 2018 respectively. A 5% decrease in the interest 
rate would have had the equal but opposite effect.  These changes are considered to 
be reasonably possible given the observation of prevailing market conditions in those 
periods.  There is no impact on the Parent Company’s other comprehensive income. 
 
Interest Rate Risk Table 
 
The terms and maturity profile of the interest-bearing financial instruments, together 
with its gross amounts, are shown in the following tables:  
 

 March 31, 2019 

 
Less than  

1 Year 

More than  
1 Year but Less 

than 5 Years 
More than 

5 Years Total 

Foreign currency-denominated 
(expressed in Philippine Peso)     

Loans payable P876,890 P   -     P5,145 P882,035 
Interest rate 2.5% - 4.6% -     2.55%  
Long-term debt 10,235 40,937 47,763 98,935 
Interest rate LIBOR + 2.25% LIBOR + 2.25% LIBOR + 2.25%  

Philippine Peso-denominated     
Finance lease liabilities 7,334 113,696 -     121,030 
Interest rate 4.25% - 7.75% 4.25% - 7.75% 4.25% - 7.75%  

 P894,459 P154,633 P52,908 P1,102,000 

 
 December 31, 2018 

 
Less than  

1 Year 

More than  
1 Year but Less 

than 5 Years 
More than 

5 Years Total 

Foreign currency-denominated 
(expressed in Philippine Peso)     

Loans payable P965,598 P   -     P5,153 P970,751 
Interest rate 2.5% - 4.6% -     2.55%  
Long-term debt 10,250 41,000 51,252 102,502 
Interest rate LIBOR + 2.25% LIBOR + 2.25% LIBOR + 2.25%  

Philippine Peso-denominated     
Finance lease liabilities 8,692 73,294 41,609 123,595 
Interest rate 4.25% - 7.75% 4.25% - 7.75% 4.25% - 7.75%  

 P984,540 P114,294 P98,014 P1,196,848 

 
Capital Management 
The Group maintains a sound capital base to ensure its ability to continue as a going 
concern, thereby continue to provide returns to stockholders and benefits to other 
stakeholders and to maintain an optimal capital structure to reduce cost of capital. 
 



 

- 58 - 

The Group manages its capital structure and makes adjustments in the light of 
changes in economic conditions.  To maintain or adjust the capital structure, the 
Group may adjust the dividend payment to shareholders, pay-off existing debts, 
return capital to shareholders or issue new shares. 
 
The Group monitors capital on the basis of debt-to-equity ratio, which is calculated 
as total debt divided by total equity.  Total debt is defined as total current liabilities 
and total noncurrent liabilities, while equity is total equity as shown in the 
consolidated interim statements of financial position. 
 
The Group’s capital for the reporting periods is summarized in the table below: 
 
  2019 2018 

Total liabilities  P2,960,961 P2,991,948 
Total equity  4,911,838 4,649,486 
Debt to equity ratio  0.60:1 0.64:1 

 
RVF is required to comply with the following debt covenants in relation to its loan 
payable and long-term debt from a local bank: (1) maintain a tangible net worth of 
not less than $5,000; (2) maintain a fixed charge coverage ratio, as of the last day of 
each month for the period of twelve months then ended, of not less than 1.2 to 1.0; 
and (3) maintain, as of the last day of each month a ratio of total debt to tangible net 
worth of not greater than 2.5  to 1.0. RVF complied with the above requirements as 
at March 31, 2019 and December 31, 2018. 
 
There were no changes in the Group’s approach to capital management during the 
year. 
 
 

26. Financial Assets and Financial Liabilities 
 
The table presents comparison by category of the carrying amounts and fair values 
of the Group’s financial instruments: 
 

 March 31, 2019 December 31, 2018 

 

Carrying 
Amount Fair Value 

Carrying 
Amount Fair Value 

Financial Assets     

Cash and cash equivalents P259,306 P259,306 P257,111 P257,111 
Trade and other 

receivables* 464,507 464,507 604,813 604,813 
Investment in bonds 362,907 362,907 305,332 305,332 
Other noncurrent assets 8,559 8,559 19,524 19,524 

Financial Liabilities     
Accounts payable and  

accrued expenses** 380,863 380,863 337,510 337,510 
Loans payable 882,035 883,035 970,751 970,751 
Long-term debt 98,935 98,935 102,502 102,502 
Finance lease liabilities 121,030 121,030 123,595 123,595 
Other current liabilities 1,350,042  1,350,042 1,350,042 1,350,042 
Other noncurrent liabilities 65,573  65,573 63,011 63,011 

* Excluding advances to employees. 
** Excluding customer deposits and government payables amounting to P7,166 and P14,543 in March 31, 2019 

and December 31, 2018, respectively. 
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Cash and Cash Equivalents, Trade and Other Receivables, Other Noncurrent 
Assets, Accounts Payable and Accrued Expenses, Loans Payable - current, and 
Other Current Liabilities 

The carrying amounts of cash, trade and other receivables, other noncurrent assets 
accounts payable and accrued expenses, loans payable - current and other current 
liabilities approximate their fair values due to relatively short-term maturities of these 
financial instruments.  
 
Investment in Bonds, Finance Lease Liabilities, Loans Payable - net of current 
portion, Long-term Debt, and Other Noncurrent Liabilities 

The fair value of investment in bonds, obligation under finance lease, loans payable - 
net of current portion, long-term debt and other noncurrent liabilities is estimated as 
the present value of all future cash flows discounted using the prevailing market rate 
of interest for a similar instrument as at the end of the reporting period. 
 
 

27. Supplemental Cash Flows Information 
 
Supplemental information with respect to the consolidated interim statements of cash 
flows is presented below: 
 

 
Loans 

Payable 

Finance 
Lease 

Liabilities 
Long-term 

Debt 

Other 
Noncurrent 

Liabilities 

Balance as at January 1, 2019 P970,751 P123,595 P102,502 P63,011 

Changes from financing cash flows     
Proceeds from availment 698,806 -     -     2,562 
Payments (802,882) (1,209) (3,567) -     

Total changes from financing cash flows (104,076) (1,209) (3,567) 2,562 
Effects of change in foreign exchange 

rates 15,360 -     -     -     
Other changes -     (1,356) -     -     

 (88,716) (2,565) (3,567) 2,562 

Balance as at March 31, 2019 P882,035 P121,030 P98,935 P65,573 

 

 
Loans 

Payable 

Finance 
Lease 

Liabilities 
Long-term 

Debt 

Other 
Noncurrent 

Liabilities 

Balance as at January 1, 2018 P1,313,791 P6,650 P106,184 P668,251 

Changes from financing cash flows     
Proceeds from availment 812,068 -     -     -     
Payments (906,442) (962) (2,413) -     
Interest expense incurred during the year -     -     -     -     

Total changes from financing cash flows (94,374) (962) (2,413) -     
Effects of change in foreign exchange 

rates -     -     5,342 -     
Other changes -     -     -     -     

 (94,374) (962) 2,929 -     

Balance as at March 31, 2018 P1,219,417 P5,688 P109,113 P668,251 
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28. Other Matters 
 
a) Registration with the BOI 

On March 9, 2011, the Parent Company was registered as a BOI registered 
enterprise, as a pioneer status, and is entitled to ITH Incentive provided under  
Article 39(a) of Executive Order No. 226 as amended by R.A. 7918 to produce 
tetra prisma packed coconut water and its variants.  The Parent Company has an 
ITH entitlement period of six years, from March 9, 2011 to March 8, 2017. 
 
On June 1, 2016, BOI granted the Parent Company an extension, as non-
pioneer status and with the same registered product, of the ITH entitlement for a 
period of four years from February 2017 or actual start of commercial operations, 
whichever is earlier, but in no case earlier than the date of registration. 
 
The Parent Company is also entitled to the following key incentives: 
 
 Importation of capital equipment, spare parts and accessories at zero duty 

from date of effectivity of Executive Order (EO) No. 70 and its Implementing 
Rules and Regulations for a period of five years reckoned from the date of 
registration or until the expiration of EO No. 70, whichever is earlier. 

 
 Additional deduction from taxable income of 50% of the wages 

corresponding to the increment in number of direct labor for skilled and 
unskilled workers in the year of availment as against the previous year if the 
project meets the prescribed ratio of capital equipment to the number of 
workers set by the Board. This may be availed of for the first five (5) years 
from date of registration but not simultaneously with the ITH. 

 
 Importation of consigned equipment for a period of ten (10) years from date 

of registration, subject to posting of re-export bond. 
 
 Tax credit equivalent to the national internal revenue taxes and duties paid 

on raw materials and suppliers and semi-manufactured products its export 
product and forming part thereof for a period of ten (10) years from start of 
commercial operations. 

 
 Exemption from wharfage dues and any export tax, duty, impost and fee for a 

period of ten (10) years from date of registration. 
 
b) Certain accounts in prior years have been reclassified for consistency with the 

current period presentation. These reclassifications had no effect on the reported 
financial performance for any period. 
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AXELUM RESOURCES CORP. AND SUBSIDIARIES 
 

PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of March 31, 2019 

Adopted 
Not 

Adopted 
Not 

Applicable 

Framework for the Preparation and Presentation of Financial 
Statements  
Conceptual Framework Phase A: Objectives and qualitative 
characteristics  

   

PFRSs Practice Statement Management Commentary    

Philippine Financial Reporting Standards    

PFRS 1 
(Revised)  

First-time Adoption of Philippine Financial Reporting 
Standards 

   

Amendments to PFRS 1 and PAS 27: Cost of an 
Investment in a Subsidiary, Jointly Controlled Entity or 
Associate 

   

Amendments to PFRS 1: Additional Exemptions for First-
time Adopters 

   

Amendment to PFRS 1: Limited Exemption from 
Comparative PFRS 7 Disclosures for First-time Adopters   

   

Amendments to PFRS 1: Severe Hyperinflation and 
Removal of Fixed Date for First-time Adopters   

   

Amendments to PFRS 1: Government Loans    

Annual Improvements to PFRSs 2009 - 2011 Cycle: First-
time Adoption of Philippine Financial Reporting Standards - 
Repeated Application of PFRS 1 

   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Borrowing Cost Exemption 

   

Annual Improvements to PFRSs 2011 - 2013 Cycle: PFRS 
version that a first-time adopter can apply 

   

Annual Improvements to PFRSs 2014 - 2016 Cycle: 
Deletion of short-term exemptions for first-time adopters 

   

PFRS 2  Share-based Payment     

Amendments to PFRS 2: Vesting Conditions and 
Cancellations 

   

Amendments to PFRS 2: Group Cash-settled Share-based 
Payment Transactions 

   

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Meaning of ‘vesting condition’ 

   

Amendments to PFRS 2: Classification and Measurement 
of Share-based Payment Transactions 

   

PFRS 3 
(Revised)  

Business Combinations     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Classification and measurement of contingent 
consideration 

   

Annual Improvements to PFRSs 2011 - 2013 Cycle: Scope 
exclusion for the formation of joint arrangements 

   

PFRS 4  Insurance Contracts     

Amendments to PAS 39 and PFRS 4: Financial Guarantee 
Contracts 

   

Amendments to PFRS 4: Applying PFRS 9, Financial 
Instruments with PFRS 4, Insurance Contracts 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of March 31, 2019 

Adopted 
Not 

Adopted 

Not 

Applicable 

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

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Changes in method for disposal 

   

PFRS 6  Exploration for and Evaluation of Mineral Resources     

PFRS 7 Financial Instruments: Disclosures     

Amendments to PFRS 7: Transition     

Amendments to PAS 39 and PFRS 7: Reclassification of 
Financial Assets 

   

Amendments to PAS 39 and PFRS 7: Reclassification of 
Financial Assets - Effective Date and Transition 

   

Amendments to PFRS 7: Improving Disclosures about 
Financial Instruments 

   

Amendments to PFRS 7: Disclosures - Transfers of 
Financial Assets 

   

Amendments to PFRS 7: Disclosures - Offsetting Financial 
Assets and Financial Liabilities 

   

Amendments to PFRS 7: Mandatory Effective Date of 
PFRS 9 and Transition Disclosures 

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
‘Continuing involvement’ for servicing contracts 

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Offsetting disclosures in condensed interim financial 
statements 

   

PFRS 8  Operating Segments     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Disclosures on the aggregation of operating segments 

   

PFRS 9  Financial Instruments (2014)    

Amendments to PFRS 9: Prepayment Features with 
Negative Compensation 

   

PFRS 10  Consolidated Financial Statements     

Amendments to PFRS 10, PFRS 11, and PFRS 12: 
Consolidated Financial Statements, Joint Arrangements 
and Disclosure of Interests in Other Entities: Transition 
Guidance 

   

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011): 
Investment Entities 

   

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

   

Amendments to PFRS 10, PFRS 12 and PAS 28: 
Investment Entities: Applying the Consolidation Exception 

   

PFRS 11  Joint Arrangements     

Amendments to PFRS 10, PFRS 11, and PFRS 12: 
Consolidated Financial Statements, Joint Arrangements 
and Disclosure of Interests in Other Entities: Transition 
Guidance 

   

Amendments to PFRS 11: Accounting for Acquisitions of 
Interests in Joint Operations 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of March 31, 2019 

Adopted 
Not 

Adopted 

Not 

Applicable 

PFRS 12 Disclosure of Interests in Other Entities     

Amendments to PFRS 10, PFRS 11, and PFRS 12: 
Consolidated Financial Statements, Joint Arrangements 
and Disclosure of Interests in Other Entities: Transition 
Guidance 

   

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011): 
Investment Entities 

   

Amendments to PFRS 10, PFRS 12 and PAS 28: 
Investment Entities: Applying the Consolidation Exception 

   

Annual Improvements to PFRSs 2014 - 2016 Cycle: 
Clarification of the scope of the standard 

   

PFRS 13 Fair Value Measurement     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Measurement of short-term receivables and payables 

   

Annual Improvements to PFRSs 2011 - 2013 Cycle: Scope 
of portfolio exception 

   

PFRS 14 Regulatory Deferral Accounts     

PFRS 15 Revenue from Contracts with Customers    

PFRS 16 Leases    

Philippine Accounting Standards    

PAS 1 
(Revised)  

Presentation of Financial Statements     

Amendment to PAS 1: Capital Disclosures     

Amendments to PAS 32 and PAS 1: Puttable Financial 
Instruments and Obligations Arising on Liquidation 

   

Amendments to PAS 1: Presentation of Items of Other 
Comprehensive Income 

   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Presentation of Financial Statements - Comparative 
Information beyond Minimum Requirements 

   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Presentation of the Opening Statement of Financial 
Position and Related Notes 

   

Amendments to PAS 1: Disclosure Initiative    

PAS 2  Inventories     

PAS 7  Statement of Cash Flows     

Amendments to PAS 7: Disclosure Initiative    

PAS 8  Accounting Policies, Changes in Accounting Estimates and 
Errors 

   

PAS 10  Events after the Reporting Period    

PAS 11  Construction Contracts     

PAS 12  Income Taxes     

Amendment to PAS 12: Deferred Tax: Recovery of 
Underlying Assets 

   

Amendments to PAS 12: Recognition of Deferred Tax 
Assets for Unrealized Losses 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of March 31, 2019 

Adopted 
Not 

Adopted 

Not 

Applicable 

PAS 16  Property, Plant and Equipment     

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Property, Plant and Equipment - Classification of Servicing 
Equipment 

   

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Restatement of accumulated depreciation (amortization) 
on revaluation (Amendments to PAS 16 and PAS 38) 

   

Amendments to PAS 16 and PAS 38: Clarification of 
Acceptable Methods of Depreciation and Amortization  

   

Amendments to PAS 16 and PAS 41: Agriculture: Bearer 
Plants 

   

PAS 17  Leases     

PAS 18  Revenue     

PAS 19 
(Amended) 

Employee Benefits     

Amendments to PAS 19: Defined Benefit Plans: Employee 
Contributions 

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Discount rate in a regional market sharing the same 
currency - e.g. the Eurozone 

   

PAS 20  Accounting for Government Grants and Disclosure of 
Government Assistance 

   

PAS 21  The Effects of Changes in Foreign Exchange Rates     

Amendment: Net Investment in a Foreign Operation     

PAS 23 
(Revised)  

Borrowing Costs  
   

PAS 24 
(Revised)  

Related Party Disclosures     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Definition of ‘related party’ 

   

PAS 26  Accounting and Reporting by Retirement Benefit Plans    

PAS 27 
(Amended)  

Separate Financial Statements     

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011): 
Investment Entities 

   

Amendments to PAS 27: Equity Method in Separate 
Financial Statements  

   

PAS 28 
(Amended)  

Investments in Associates and Joint Ventures     

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

   

Amendments to PFRS 10, PFRS 12 and PAS 28: 
Investment Entities: Applying the Consolidation Exception 

   

Annual Improvements to PFRSs 2014 - 2016 Cycle: 
Measuring an associate or joint venture at fair value 

   

Amendments to PAS 28: Long-term Interests in Associates 
and Joint Ventures 

   

PAS 29  Financial Reporting in Hyperinflationary Economies     
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of March 31, 2019 

Adopted 
Not 

Adopted 

Not 

Applicable 

PAS 32  Financial Instruments: Disclosure and Presentation    

Amendments to PAS 32 and PAS 1: Puttable Financial 
Instruments and Obligations Arising on Liquidation 

   

Amendment to PAS 32: Classification of Rights Issues     

Amendments to PAS 32: Offsetting Financial Assets and 
Financial Liabilities 

   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Financial Instruments Presentation - Income Tax 
Consequences of Distributions 

   

PAS 33  Earnings per Share     

PAS 34  Interim Financial Reporting     

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Interim Financial Reporting - Segment Assets and 
Liabilities 

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Disclosure of information “elsewhere in the interim financial 
report’ 

   

PAS 36  Impairment of Assets     

Amendments to PAS 36: Recoverable Amount Disclosures 
for Non-Financial Assets  

   

PAS 37  Provisions, Contingent Liabilities and Contingent Assets    

PAS 38  Intangible Assets     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Restatement of accumulated depreciation (amortization) 
on revaluation (Amendments to PAS 16 and PAS 38) 

   

Amendments to PAS 16 and PAS 38: Clarification of 
Acceptable Methods of Depreciation and Amortization 

   

PAS 39  Financial Instruments: Recognition and Measurement     

Amendments to PAS 39: Transition and Initial Recognition 
of Financial Assets and Financial Liabilities 

   

Amendments to PAS 39: Cash Flow Hedge Accounting of 
Forecast Intragroup Transactions 

   

Amendments to PAS 39: The Fair Value Option     

Amendments to PAS 39 and PFRS 4: Financial Guarantee 
Contracts 

   

Amendments to PAS 39 and PFRS 7: Reclassification of 
Financial Assets 

   

Amendments to PAS 39 and PFRS 7: Reclassification of 
Financial Assets - Effective Date and Transition 

   

Amendments to Philippine Interpretation IFRIC-9 and  
PAS 39: Embedded Derivatives 

   

Amendment to PAS 39: Eligible Hedged Items     

Amendment to PAS 39: Novation of Derivatives and 
Continuation of Hedge Accounting 

   

PAS 40  Investment Property     

Annual Improvements to PFRSs 2011 - 2013 Cycle: Inter-
relationship of PFRS 3 and PAS 40 (Amendment to  
PAS 40) 

   

Amendments to PAS 40: Transfers of Investment Property    
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of March 31, 2019 

Adopted 
Not 

Adopted 

Not 

Applicable 

PAS 41  Agriculture     

Amendments to PAS 16 and PAS 41: Agriculture: Bearer 
Plants 

   

Philippine Interpretations    

IFRIC 1  Changes in Existing Decommissioning, Restoration and 
Similar Liabilities 

   

IFRIC 2  Members' Share in Co-operative Entities and Similar 
Instruments 

   

IFRIC 4  Determining Whether an Arrangement Contains a Lease    

IFRIC 5  Rights to Interests arising from Decommissioning, 
Restoration and Environmental Rehabilitation Funds 

   

IFRIC 6  Liabilities arising from Participating in a Specific Market - 
Waste Electrical and Electronic Equipment 

   

IFRIC 7  Applying the Restatement Approach under PAS 29 
Financial Reporting in Hyperinflationary Economies  

   

IFRIC 9  Reassessment of Embedded Derivatives     

Amendments to Philippine Interpretation IFRIC-9 and PAS 
39: Embedded Derivatives 

   

IFRIC 10  Interim Financial Reporting and Impairment     

IFRIC 12  Service Concession Arrangements     

IFRIC 13  Customer Loyalty Programmes     

IFRIC 14  PAS 19 - The Limit on a Defined Benefit Asset, Minimum 
Funding Requirements and their Interaction 

   

Amendments to Philippine Interpretations IFRIC- 14, 
Prepayments of a Minimum Funding Requirement 

   

IFRIC 16 Hedges of a Net Investment in a Foreign Operation     

IFRIC 17  Distributions of Non-cash Assets to Owners     

IFRIC 18  Transfers of Assets from Customers     

IFRIC 19  Extinguishing Financial Liabilities with Equity Instruments    

IFRIC 20  Stripping Costs in the Production Phase of a Surface Mine    

IFRIC 21 Levies    

IFRIC 22 Foreign Currency Transactions and Advance 
Consideration 

   

IFRIC 23 Uncertainty over Income Tax Treatments    

SIC-7  Introduction of the Euro     

SIC-10  Government Assistance - No Specific Relation to 
Operating Activities 

   

SIC-15  Operating Leases - Incentives     

SIC-25  Income Taxes - Changes in the Tax Status of an Entity or 
its Shareholders 

   

SIC-27  Evaluating the Substance of Transactions Involving the 
Legal Form of a Lease 

   

SIC-29  Service Concession Arrangements: Disclosures.     

SIC-31  Revenue - Barter Transactions Involving Advertising 
Services 

   

SIC-32  Intangible Assets - Web Site Costs     
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of March 31, 2019 

Adopted 
Not 

Adopted 

Not 

Applicable 

Philippine Interpretations Committee Questions and Answers    

PIC Q&A 
2006-01 

PAS 18, Appendix, paragraph 9 - Revenue recognition for 
sales of property units under pre-completion contracts 

   

PIC Q&A 
2006-02 

PAS 27.10(d) - Clarification of criteria for exemption from 
presenting consolidated financial statements 

   

PIC Q&A 
2007-01-
Revised 

PAS 1.103(a) - Basis of preparation of financial statements 
if an entity has not applied PFRSs in full    

PIC Q&A 
2007-02 

PAS 20.24.37 and PAS 39.43 - Accounting for government 
loans with low interest rates [see PIC Q&A No. 2008-02] 

   

PIC Q&A 
2007-03 

PAS 40.27 - Valuation of bank real and other properties 
acquired (ROPA) 

   

PIC Q&A 
2007-04 

PAS 101.7 - Application of criteria for a qualifying NPAE 
   

PIC Q&A 
2008-01-
Revised 

PAS 19.78 - Rate used in discounting post-employment 
benefit obligations    

PIC Q&A 
2008-02 

PAS 20.43 - Accounting for government loans with low 
interest rates under the amendments to PAS 20 

   

PIC Q&A 
2009-01 

Framework.23 and PAS 1.23 - Financial statements 
prepared on a basis other than going concern 

   

PIC Q&A 
2009-02 

PAS 39.AG71-72 - Rate used in determining the fair value 
of government securities in the Philippines  

   

PIC Q&A 
2010-01 

PAS 39.AG71-72 - Rate used in determining the fair value 
of government securities in the Philippines 

   

PIC Q&A 
2010-02 

PAS 1R.16 - Basis of preparation of financial statements 
   

PIC Q&A 
2010-03 

PAS 1 Presentation of Financial Statements - Current/non-
current classification of a callable term loan 

   

PIC Q&A 
2011-01 

PAS 1.10(f) - Requirements for a Third Statement of 
Financial Position 

   

PIC Q&A 
2011-02 

PFRS 3.2 - Common Control Business Combinations 
   

PIC Q&A 
2011-03 

Accounting for Inter-company Loans 
   

PIC Q&A 
2011-04 

PAS 32.37-38 - Costs of Public Offering of Shares 
   

PIC Q&A 
2011-05 

PFRS 1.D1-D8 - Fair Value or Revaluation as Deemed 
Cost 

   

PIC Q&A 
2011-06 

PFRS 3, Business Combinations (2008), and PAS 40, 
Investment Property - Acquisition of Investment properties - 
asset acquisition or business combination? 

   

PIC Q&A 
2012-01 

PFRS 3.2 - Application of the Pooling of Interests Method 
for Business Combinations of Entities Under Common 
Control in Consolidated Financial Statements 

   

PIC Q&A 
2012-02 

Cost of a New Building Constructed on the Site of a 
Previous Building 

   

PIC Q&A 
2013-01 

Applicability of SMEIG Final Q&As on the Application of 
IFRS for SMEs to Philippine SMEs 

   

PIC Q&A 
2013-02 

Conforming Changes to PIC Q&As - Cycle 2013 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of March 31, 2019 

Adopted 
Not 

Adopted 
Not 

Applicable 

PIC Q&A 
2013-03 
(Revised) 

PAS 19 - Accounting for Employee Benefits under a 
Defined Contribution Plan subject to Requirements of 
Republic Act (RA) 7641, The Philippine Retirement Law 

   

PIC Q&A 
2015-01 

Conforming Changes to PIC Q&As - Cycle 2015 
   

PIC Q&A 
2016-01 

Conforming Changes to PIC Q&As - Cycle 2016 
   

PIC Q&A 
2016-02 

PAS 32 and PAS 38 - Accounting Treatment of Club 
Shares Held by an Entity 

   

PIC Q&A 
2016-04 

Application of PFRS 15 “Revenue from Contracts with 
Customers” on Sale of Residential Properties under Pre-
Completion Contracts 

   

PIC Q&A 
2017-01 

Conforming Changes to PIC Q&As - Cycle 2017 
   

PIC Q&A 
2017-02 

PAS 2 and PAS 16 - Capitalization of operating lease cost 
as part of construction costs of a building 

   

PIC Q&A 
2017-03 

PAS 28 - Elimination of profits and losses resulting from 
transactions between associates and/or joint ventures 

   

PIC Q&A 
2017-04 

PAS 24 - Related party relationships between parents, 
subsidiary, associate and non-controlling shareholder 

   

PIC Q&A 
2017-05 

PFRS 7 - Frequently asked questions on the disclosure 
requirements of financial instruments under PFRS 7, 
Financial Instruments: Disclosures 

   

PIC Q&A 
2017-06 

PAS 2, 16 and 40 - Accounting for Collector’s Items 
   

PIC Q&A 
2017-07 

PFRS 10 - Accounting for reciprocal holdings in associates 
and joint ventures 

   

PIC Q&A 
2017-08 

PFRS 10 - Requirement to prepare consolidated financial 
statements where an entity disposes of its single 
investment in a subsidiary, associate or joint venture 

   

PIC Q&A 
2017-09 

PAS 17 and Philippine Interpretation SIC-15 - Accounting 
for payments between and among lessors and lessees 

   

PIC Q&A 
2017-10 

PAS 40 - Separation of property and classification as 
investment property 

   

PIC Q&A 
2017-11 

PFRS 10 and PAS 32 - Transaction costs incurred to 
acquire outstanding non-controlling interest or to sell non-
controlling interest without a loss of control 

   

PIC Q&A 
2017-12 

Subsequent Treatment of Equity Component Arising from 
Intercompany Loans 

   

PIC Q&A 
2018-01 

Voluntary changes in accounting policy 
   

PIC Q&A 
2018-02 

Non-controlling interests and goodwill impairment test 
   

PIC Q&A 
2018-03 

Fair value of PPE and depreciated replacement cost 
   

PIC Q&A 
2018-04 

Inability to measure fair value reliably for biological assets 
within the scope of PAS 41 

   

PIC Q&A 
2018-05 

Maintenance requirement of an asset held under lease 
   

PIC Q&A 
2018-06 

Cost of investment in subsidiaries in SFS when pooling is 
applied 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of March 31, 2019 

Adopted 
Not 

Adopted 
Not 

Applicable 

PIC Q&A 
2018-07 

Cost of an associate, joint venture, or subsidiary in 
separate financial statements 

   

PIC Q&A 
2018-08 

Accounting for the acquisition of non-wholly owned 
subsidiary that is not a business 

   

PIC Q&A 
2018-09 

Classification of deposits and progress payments as 
monetary or non-monetary items 

   

PIC Q&A 
2018-10 

Scope of disclosure of inventory write-down 
   

 
Legend: 
 
Adopted - means a particular standard or interpretation is relevant to the operations of the entity (even if it has no 
effect or no material effect on the financial statements), for which there may be a related particular accounting 
policy made in the financial statements and/or there are current transactions the amounts or balances of which are 
disclosed on the face or in the notes of the financial statements. 
 
Not Adopted - means a particular standard or interpretation is effective but the entity did not adopt it due to either 
of these two reasons: 1) The entity has deviated or departed from the requirements of such standard or 
interpretation; or 2) The standard provides for an option to early adopt it but the entity decided otherwise.  
 
Not Applicable - means the standard or interpretation is not relevant at all to the operations of the entity. 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
FINANCIAL SOUNDNESS INDICATORS 

 
The following are the major performance measures that Axelum Resources Corp. and 
Subsidiaries (the Group) uses.  Analyses are employed by comparisons and measurements 
based on the consolidated financial data as of March 31, 2019, December 31, 2018 and 
2017 for liquidity, solvency and profitability ratios and for the three-month period ended 
March 31, 2019 and for the years ended December 31, 2018 and 2017 for operating 
efficiency ratios.  
 
 March 31 December 31 

 2019 2018 2017 

Liquidity    
 Current Ratio 1.00 0.95 1.28 
    
Solvency    
 Debt to Equity Ratio 0.60 0.64 0.69 
 Asset to Equity Ratio 1.60 1.64 1.69 
    
Profitability    
 Gross Profit Margin 34% 23% 20% 
 Interest Rate Coverage Ratio 16.22 9.42 10.65 
    
Operating Efficiency    
 Return on Equity 0.05 0.08 0.12 
 Return on Total Assets 0.03 0.05 0.07 

 
The manner by which the Group calculates the key performance indicators (KPI) is as 
follows: 
 

KPI Formula 

Current Ratio Current Assets 
Current Liabilities 

 
Debt to Equity Ratio Total Liabilities 

Total Equity 
 

Asset to Equity Ratio Total Assets 
Total Equity 

 
Gross Profit Margin Gross Profit 

Net Sales 
 

Interest Rate Coverage Ratio Income from Operations 
Bank Interest Expense and Other Financing 

Charges 
 

Return on Equity Net Income 
Total Equity 

 
Return on Total Assets Net Income 

Total Assets 
 

 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
INDEX TO FINANCIAL STATEMENTS AND SUPPLEMENTARY SCHEDULES 

MARCH 31, 2019 
 
 
 

SCHEDULE 
 

 

A - FINANCIAL ASSETS 
 

 

B - AMOUNTS RECEIVABLE FROM DIRECTORS, 
OFFICERS, EMPLOYEES, RELATED PARTIES AND 
PRINCIPAL STOCKHOLDERS (OTHER THAN 
RELATED PARTIES) 

 

NOT APPLICABLE 

C - AMOUNTS RECEIVABLE FROM RELATED 
PARTIES WHICH ARE ELIMINATED DURING THE 
CONSOLIDATION OF FINANCIAL STATEMENTS 

 

 

D - INTANGIBLE ASSETS - OTHER NONCURRENT 
ASSETS 

 

 

E - LONG-TERM DEBT 
 

 

F - INDEBTEDNESS TO RELATED PARTIES (LONG-
TERM LOANS FROM RELATED COMPANIES) 

 

NOT APPLICABLE 

G - GUARANTEES OF SECURITIES OF OTHER 
ISSUERS 

 

NOT APPLICABLE 
 

H - CAPITAL STOCK 
 

 

 
 

 

 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
SCHEDULE A - FINANCIAL ASSETS 

March 31, 2019 
(Amounts in thousands) 

 
 
 

Name of Issuing Entity and 
Association of Each Issue 

Number of Shares or Principal 
Amount of Bonds and Notes 

Amount Shown in the  
March 31, 2019 Consolidated  
Statement of Financial Position 

Values Based on Market 
Quotation at end of the 

Reporting Period 

Income 
Received 

and Accrued 

Cash and cash equivalents - P259,306 Not applicable - 
Trade and other 

receivables* - 464,507 Not applicable - 
Investment in bonds - 362,907 Not applicable - 
Other noncurrent assets - 8,559 Not applicable - 

  P1,095,279  - 

*Excluding advances to employees. 

 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
SCHEDULE C - AMOUNTS RECEIVABLE FROM RELATED PARTIES WHICH ARE ELIMINATED DURING THE 

CONSOLIDATION OF FINANCIAL STATEMENTS 
March 31, 2019 

(Amounts in thousands) 
 
 
 

Name and Designation of 
Debtor 

Beginning 
Balance Additions 

Amounts 
Collected 

Amounts 
Written Off Current Not Current 

Ending 
Balance 

RedV Foods Corp. P329,685 P380,518 (P449,325) P   -     P260,878 P   -     P260,878 
Fiesta Ingredients Australia 

Pty. Ltd. 143,728 176,893 (103,762) -     216,859 -     216,859 
Always Progressive 

Holdings Pte. Ltd. 1,800 -     -     -     1,800 -     1,800 
Apo Peak Holdings Pte. Ltd. 1,895 -     -     -     1,895 -     1,895 

 P477,108 557,411 (P553,087) P   -     P481,432 P   -     P481,432 

 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
SCHEDULE D - INTANGIBLE ASSETS - OTHER NONCURRENT ASSETS 

March 31, 2019 
(Amounts in thousands) 

 
 
 
Part A – Goodwill and other intangible assets 
 

Description 
December 31, 

2018 
ADDITIONS AT 

COST 
Charged to Cost 
and Expenses 

Charged to 
Other Accounts 

Translation 
Adjustment March 31, 2019 

Goodwill P1,225,959 P   -     P   -     P   -     P85 P1,226,044 
Trademarks and other intangibles 447,344 -     -     -     -     447,344 

 P1,673,303 P   -     P   -     P   -     P85 P1,673,388 

See Notes 11 and 15 of the March 31, 2019 Consolidated Financial Statements. 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
SCHEDULE D - INTANGIBLE ASSETS - OTHER NONCURRENT ASSETS 

March 31, 2019 
(Amounts in thousands) 

 
 
 
Part B - Other Noncurrent Assets 
 

Description 
December 31, 

2018 
Additions at 

Cost 
Charged to Cost 
and Expenses 

Charged to 
Other Accounts 

Translation 
Adjustment March 31, 2019 

Noncurrent receivable P8,498 P   -     P   -     P   -     P61 P8,559 
Income tax receivable 11,026 -     -     (11,026) -     - 

 P19,524 P   -     P   -     (P11,026) P61 P8,559 

 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
SCHEDULE E - LONG-TERM DEBT 

March 31, 2019 
(Amounts in thousands) 

 
 
 
Long-term debt pertains to loans availed by one of the subsidiaries, Red V Foods Corp. See below schedules. 
 

Title of issue and 
type of obligation Lender 

Amount 
Shown as 
Current 

Amount 
Shown as 
Noncurrent 

Outstanding 
Balance Interest Rates 

Number of 
Periodic 

Installments 
Maturity 
Dates 

Foreign-currency denominated       

Fixed Atlantic Capital Bank P10,235 P88,700 P98,935 4.88% p.a. Monthly 
December 

2028 

  P10,235 P88,700 P98,935    

 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
SCHEDULE H - CAPITAL STOCK 

March 31, 2019 
 
 

     

Number of 
Shares Reserved 

for Options, Number of Shares Held by: 

Title of issue  

Number of 
shares 

Authorized 
Number of 

Shares Issued  
Treasury 
Shares 

Number of 
Shares 

Outstanding 

Warrants, 
Conversion and 

Other Rights 
Related 
Parties 

Directors, 
Officers and 
Employees 

Common  4,000,000,000 3,700,000,000 400,000,000 3,300,000,000 - - 131,440,562 
Redeemable preferred  1,000,000,000 - - - - - - 

Total 5,000,000,000 3,700,000,000 400,000,000 3,300,000,000 - - 131,440,562 

 



R.G. Manabat & Co. 
The KPMG Center, 9/F 
6787 Ayala Avenue, Makati City 
Philippines 1226 
Telephone +63 (2) 885 7000
Fax 
Internet 
Email 

+63 (2) 894 1985
www.kpmg.com.ph
ph-inquiry@kpmg.com.ph

REPORT OF INDEPENDENT AUDITORS 

TO ACCOMPANY SUPPLEMENTARY INFORMATION FOR FILING 

WITH THE SECURITIES AND EXCHANGE COMMISSION 

The Board of Directors and Stockholders 
Axelum Resources Corp. 
JCS Building Tiano - Montalvan Streets 
Cagayan de Oro City 

We have audited, in accordance with Philippine Standards on Auditing, the consolidated financial 
statements of Axelum Resources Corp. and Subsidiaries (the "Group"), as at and for the period 
ended March 31, 2019, on which we have rendered our report dated June 22, 2019. 

Our audit was made for the purpose of forming an opinion on the consolidated financial 
statements of the Group taken as a whole. The supplementary information included in the 
following accompanying additional components are the responsibility of the Group's 
management: 

•
m 

Reconciliation of Retained Earnings Available for Dividend Declaration 
Map of the Conglomerate

These supplementary information are presented for purposes of complying with the Securities 
Regulation Code Rule 68, As Amended, and are not required part of the consolidated financial 
statements. Such supplementary information have been subjected to the auditing procedures 
applied in the audit of the consolidated financial statements and, in our opinion, are fairly stated, 
in all material respects, in relation to the consolidated financial statements taken as a whole. 

R.G. MANABAT & CO. 

� 
DARWIN P. VIROCEL 
Partner 
CPA License No. 0094495 
SEC Accreditation No. 1386-AR, Group A, valid until June 14, 2020 
Tax Identification No. 912-535-864 
BIR Accreditation No. 08-001987-31-2016 

Issued October 18, 2016; valid until October 17, 2019 
PTR No. MKT 7333639 

Issued January 3, 2019 at Makati City 

June 22, 2019 
Makati City, Metro Manila 

PRC-BOA Registration No. 0003, valid until March 15, 2020 
SEC Accreditation No, 0004-FR-5, Group A, valid until November 15, 2020 
IC Accreditation No. F-2017/010-R, valid until August 26, 2020 

R.G. Manabat & Co., a Philippine partnerst1ip and a member firm of the I\P1V1G netvvork of independent BSP - Selected External Auditors, category A, valid for 3-year audit period 
member firms affiliated with KPMG lntemational Cooperative ("l<PMG lnternat1onal"), a Swiss entity (2017 to 2019) 



 

 

AXELUM RESOURCES CORP. 
ICS BUILDING TIANO - MONTALVAN STREETS, CAGAYAN DE ORO CITY 

RECONCILIATION OF RETAINED EARNINGS AVAILABLE  
FOR DIVIDEND DECLARATION 

(In Thousands) 

  

Unappropriated retained earnings, January 1, 2019  P1,374,604 

Add: Net income actually earned/realized during 
the year  182,229 

Add (Less):  
      Dividend declaration during the period (550,000)  

Treasury shares (500,000) (1,050,000) 

TOTAL RETAINED EARNINGS AVAILABLE FOR 
DIVIDEND DECLARATION, March 31, 2019  P506,833 

 



Always Progressive  
Holdings Pte. Ltd. 

(“APH1”) 

Red V Foods Corp. 
(“RVF”)  

Apo Peak Holdings Pte. 
Ltd. 

(“APH2”) 

Fiesta Ingredients, 
Australia Pty. Ltd. 

 (“FIA”) 

100% 

100% 

100% 

100% 

Axelum Resources Corp. 
Group Structure 
March 31, 2019 
 



ELUM
RESOURCES CORP.

STATENTENT OF MANAGEMENT'S RESPONSIBILITY FOR
CONSOLIDATED X'INANCIAL STATEMENTS

The management of AXELUM RESOURCES CORP. (the "Company") is responsible for
the preparation and fair presentation of the consolidated financial statements, including the
schedules attached therein, for the years ended December 31, 2018 and 2Ol7 and the
individual financial statements for the year ended December 31,2016, in accordance with the
prescribed financial reporting framework indicated therein, and for such intemal control as
management determines is necessary to enable the preparation of the consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing
the Company's ability to continue as a going concern, disclosing, as applicable matters
related to going concem and using the going concem basis of accounting unless management
either intends to liquidate the Company or to cease operations, or has no realistic altem*ive
but to do so.

The Board of Directors is responsible for overseeing the Company's financial reporting
process.

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

RG. Manabat & Co., the independent auditor appointed by the stockholders, has audited the
consolidated financial statements of the Company in accordance with Philippine Standards on
Auditing, and in their report to tre stockholders, has expressed their opinion on the faimess of
presentation upon completion of such audit.

AUo I 5 2019

G

ROMEO I. CHAN
Chairman / Chief Executive Officer

MARII(Tfif,(EtrA UIRIGAN
Chief Finafrcialdfficer

Signed this 2fth day of July 2019
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PRC-BOA Registration No. 0003, valid until March 15, 2020 
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R.G. Manabat & Co., a Philippine partnership and a member firm of the KPMG network of independent 
member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. 

  

  

      
 

REPORT OF INDEPENDENT AUDITORS 
 
 
 
The Board of Directors and Stockholders 
Axelum Resources Corp. 
ICS Building Tiano - Montalvan Streets 
Cagayan de Oro City 
 
Opinion 
 
We have audited the consolidated financial statements of Axelum Resources Corp. and 
Subsidiaries (the “Group”), which comprise the consolidated statements of financial 
position as at December 31, 2018 and 2017 and the consolidated statements of 
comprehensive income, consolidated statements of changes in equity and consolidated 
statements of cash flows for each of the three years in the period ended December 31, 
2018, and notes, comprising significant accounting policies and other explanatory 
information. 
 
In our opinion, the accompanying consolidated financial statements present fairly, in all 
material respects, the consolidated financial position of the Group as at December 31, 
2018 and 2017, and its consolidated financial performance and its consolidated cash 
flows for each of the three years in the period ended December 31, 2018, in accordance 
with Philippine Financial Reporting Standards (PFRS). 
 
Basis for Opinion 
 
We conducted our audits in accordance with Philippine Standards on Auditing (PSA).  
Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Consolidated Financial Statements section of our 
report.  We are independent of the Group in accordance with the Code of Ethics for 
Professional Accountants in the Philippines (Code of Ethics) together with the ethical 
requirements that are relevant to our audits of the consolidated financial statements in 
the Philippines, and we have fulfilled our other ethical responsibilities in accordance with 
the Code of Ethics.  We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our opinion. 
 
 
 
 



 

Emphasis of Matter 
 
We draw attention to Note 17 to the consolidated financial statements which indicates 
that the comparative information as at and for the year ended December 31, 2017 has 
been restated.  
 
We also draw attention to Note 2 to the consolidated financial statements which 
discusses that in addition to the consolidated financial statements previously issued on 
June 14, 2019 on which we have issued an unmodified opinion on the same date, the 
Group issues these accompanying consolidated financial statements which contain 
additional comparative information on its financial performance and its cash flows for the 
year ended December 31, 2016 to comply with the requirements of SRC Rule 68, as 
amended, of the Securities and Exchange Commission, in relation to the Group’s 
submission of registration statement for its planned initial public offering within 2019. 
 
Our opinion is not modified in respect of these matters. 
 
Responsibilities of Management and Those Charged with Governance for the 
Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of the consolidated 
financial statements in accordance with PFRS, and for such internal control as 
management determines is necessary to enable the preparation of consolidated 
financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
In preparing the consolidated financial statements, management is responsible for 
assessing the Group’s ability to continue as a going concern, disclosing, as applicable, 
matters related to going concern and using the going concern basis of accounting unless 
management either intends to liquidate the Group or to cease operations, or has no 
realistic alternative but to do so. 
 
Those charged with governance are responsible for overseeing the Group’s financial 
reporting process. 
 
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the consolidated 
financial statements as a whole are free from material misstatement, whether due to 
fraud or error, and to issue an auditors’ report that includes our opinion.  Reasonable 
assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with PSA will always detect a material misstatement when it exists.  
Misstatements can arise from fraud or error and are considered material if, individually 
or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these consolidated financial statements. 
 
As part of an audit in accordance with PSA, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also:  
 
 Identify and assess the risks of material misstatement of the consolidated financial 

statements, whether due to fraud or error, design and perform audit procedures 
responsive to those risks, and obtain audit evidence that is sufficient and appropriate 
to provide a basis for our opinion.  The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. 

 
 
 



 Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Group’s internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

 Conclude on the appropriateness of management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Group’s ability to continue as a going concern.  If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion.  Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report.  However, future events or
conditions may cause the Group to cease to continue as a going concern.

 Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation.

 Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit and significant audit findings, including any 
significant deficiencies in internal control that we identify during our audit.  

R.G. MANABAT & CO. 

DARWIN P. VIROCEL 
Partner 
CPA License No. 0094495 
SEC Accreditation No. 1386-AR, Group A, valid until June 14, 2020 
Tax Identification No. 912-535-864 
BIR Accreditation No. 08-001987-31-2016 
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AXELUM RESOURCES CORP. AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
(In Thousands) 

                                    December 31 

 Note 2018 

2017 
(As restated - 

Note 17) 

ASSETS    

Current Assets    
Cash and cash equivalents 5, 25, 26 P257,111 P439,260 
Trade and other receivables  6, 25, 26 615,987 742,861 
Inventories 7 1,194,078 1,323,096 
Prepaid expenses and other current assets 8 478,063 384,522 

Total Current Assets  2,545,239 2,889,739 

Noncurrent Assets    
Investment in bonds 9, 25, 26 305,332 -     
Property, plant and equipment - net 10 3,070,470 2,718,039 
Goodwill and other intangible assets 11, 15 1,673,303 1,664,184 
Deferred tax assets - net 16 27,566 -     
Other noncurrent assets 25, 26 19,524 8,749 

Total Noncurrent Assets  5,096,195 4,390,972 

  P7,641,434 P7,280,711 

    

LIABILITIES AND EQUITY    

Current Liabilities    
Loans payable - current 12, 25, 26 P965,598 P1,302,407 
Accounts payable and accrued expenses 13, 25, 26 352,053 405,511 
Income tax payable 16 -     14,151 
Finance lease liabilities - current 23, 25, 26 8,692 3,964 
Long-term debt - current 14, 25, 26 10,250 106,184 
Other current liabilities 15, 25, 26 1,350,042 421,366 

Total Current Liabilities  2,686,635 2,253,583 

Noncurrent Liabilities    
Finance lease liabilities - net of  

current portion 23, 25, 26 114,903 2,686 
Retirement benefit obligation 24 29,994 21,973 
Deferred tax liability - net 16 -     9,484 
Loans payable - net of current portion 12, 25, 26 5,153 11,384 
Long-term debt - net of current portion 14, 25, 26 92,252 -     
Other noncurrent liabilities 15, 25, 26 63,011 668,251 

Total Noncurrent Liabilities  305,313 713,778 

Total Liabilities  2,991,948 2,967,361 

Forward    

 
 
 



  December 31 

Note 2018 

2017 
(As restated - 

Note 17) 

Equity 17 
Common stock P2,400,000 P2,400,000 
Redeemable preferred stock 750,000 500,000 
Additional paid-in capital 559,670 362,170 
Treasury stock (500,000) (500,000) 
Equity reserves 35,515 461,698 
Retained earnings: 

Appropriated - 300,000
Unappropriated 1,404,301 789,482

Total Equity 4,649,486 4,313,350 

P7,641,434 P7,280,711 

See Notes to Consolidated Financial Statements. 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME* 
(In Thousands) 

Years Ended December 31 

Note 2018 2017 2016 

SALES - Net 6 P5,881,345 P5,793,472 P3,564,718 

COST OF SALES 18 4,502,449 4,633,903 2,928,647 

GROSS PROFIT 1,378,896 1,159,569 636,071 

SELLING EXPENSES 19 360,078 269,183 37,111 

GENERAL AND ADMINISTRATIVE 
EXPENSES 20 291,770 268,416 65,624 

INCOME FROM OPERATIONS 727,048 621,970 533,336 

INTEREST INCOME 5, 9 12,273 2,082 918 

INTEREST EXPENSE AND OTHER 
FINANCING CHARGES 12, 14, 15, 23 (173,312) (86,984) (34,706) 

LOSS ON EARLY RETIREMENT OF DEBT (167,716) -    -    

OTHER INCOME - Net 21 34,773 45,139 13,973 

INCOME BEFORE INCOME TAXES 433,066 582,207 513,521 

INCOME TAX EXPENSE - Net 16 (68,247) (51,457) (46,050) 

NET INCOME 364,819 530,750 467,471 

OTHER COMPREHENSIVE INCOME 

Item that will not be reclassified to profit or 
loss 

Remeasurement gain on defined benefit 
retirement obligation 24 5,106 2,627 -    

Income tax expense 16 (1,532) (788) -

3,574 1,839 -    

Item that may be reclassified to profit or loss 

Gain on exchange differences on translation of 
foreign operations 28,919 14,084 -    

Income tax expense 16 (8,676) (4,225) -    

20,243 9,859 -    

OTHER COMPREHENSIVE GAIN - Net 23,817 11,698 -    

TOTAL COMPREHENSIVE INCOME P388,636 P542,448 P467,471 

Earnings Per Common Share 28 
Basic P0.18 P0.26 P0.36 
Diluted P0.14 P0.24 P0.36 

*The statements of comprehensive income for the years ended December 31, 2018 and 2017 refers to the consolidated
accounts of the Group while the statement of comprehensive income for the year ended December 31, 2016 refers to
the accounts of Axelum Resources Corp. (Note 1).

See Notes to Consolidated Financial Statements.



AXELUM RESOURCES CORP. AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY* 
(In Thousands) 

Years Ended December 31 

Equity Attributable to Equity Holders of the Parent Company 

Equity Reserves 

Additional Reserve for 
Common Redeemable Paid-in  Treasury Translation Retirement  Others Retained Earnings 

Note Stock Preferred Stock*  Capital Stock Reserve Plan (Note 17) Appropriated Unappropriated Total Equity 

As at January 1, 2018 P2,400,000 P500,000 P362,170 (P500,000) P9,859 P1,839 P450,000 P300,000 P789,482 P4,313,350 

Other comprehensive income -    -    -    -    20,243 3,574 -    -    -    23,817 
Net income -    -    -   -    -    -    -    -    364,819 364,819 

Total comprehensive income -    -    -    -    20,243 3,574 -    -    364,819 388,636 

Transaction with owners: 
Issuance of shares - 250,000 197,500 -    -    -    (450,000) -    -    (2,500) 
Cash dividends 17 - - -    -    -    -    -    -    (50,000) (50,000) 
Reversal of appropriation - - -    -    -    -    -    (300,000) 300,000 -    

Total transactions with owners - 250,000 197,500 -    -    -    (450,000) (300,000) 250,000  (52,500) 

As at December 31, 2018 P2,400,000 P750,000 P559,670 (P500,000) P30,102 P5,413 P   -  P   -  P1,404,301 P4,649,486 

As at January 1, 2017 P2,000,000 P   -  P   -  P   -  P   -  P   -  P   -  P105,000 P453,732 P2,558,732 

Other comprehensive income -    -    -    -    9,859 1,839 -    -    -    11,698 
Net income -    -    -    -    -    -    -    -    530,750 530,750 

Total comprehensive income -    -    -    -     9,859 1,839 -    -    530,750 542,448 

Transaction with owners: 
Issuance of shares, as restated 17 400,000 500,000 362,170 -     -    -    450,000 -    -    1,712,170 
Purchase of treasury stock -  

at cost -    -    -    (500,000) -    -    -    -    - (500,000)
Appropriations 17 -    -    -    -     -    -    -    300,000 (300,000) -    
Reversal of appropriation -    -    -    -     -    -    -    (105,000) 105,000 -    

Total transactions with owners 400,000 500,000 362,170 (500,000) -    -    450,000 195,000 (195,000) 1,212,170 

As at December 31, 2017, 
as restated P2,400,000 P500,000 P362,170 (P500,000) P9,859 P1,839 P450,000 P300,000 P789,482 P4,313,350 

As at January 1, 2016 P5,000 P   -  P   -  P   -  P   -  P   -  P   -  P210,000 P6,327 P221,327 

Total comprehensive income -    -    -    -    -    -    -    -    467,471 467,471 
Issuance of shares 1,895,000 -    -    -    -    -    -    -    (20,066) 1,874,934 
Cancellation of shares (5,000) -    -    -    -    -    -    -    -    (5,000) 
Distribution of stock dividends 105,000 -    -    -    -    -    -    (105,000) -    -    

As at December 31, 2016 P2,000,000 P   -  P   -  P   -  P   -  P   -  P   -  P105,000 P453,732 P2,558,732 

*The statements of changes in equity for the years ended December 31, 2018 and 2017 refers to the consolidated accounts of the Group while the statement of changes in equity for the year ended December 31, 2016
refers to the accounts of Axelum Resources Corp. (Note 1).

See Notes to the Consolidated Financial Statements.



 

 
 

AXELUM RESOURCES CORP. AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CASH FLOWS* 
(In Thousands) 

 Years Ended December 31 

 Note 2018 

2017 
(As restated - 

Note 17) 2016 

CASH FLOWS FROM OPERATING 
ACTIVITIES     

Income before income tax  P433,066  P582,207 P513,521 
Adjustments for:     

Depreciation and amortization 10 200,160 193,224 112,951 
Loss on early retirement of debt  167,716 -     -     
Interest expense and other financing 

charges 12, 14, 15, 23 173,312 86,984 34,706 
Retirement benefit expense 24 13,126 24,600 -     
Gain on disposal of equipment 10, 21 (16,312) (169) -     
Interest income 5, 9 (12,273) (2,082) (918) 
Foreign exchange gain - net 21, 25 13,714 (10,806) (651) 

Operating income before working capital 
changes  972,509 873,958 659,609 

Changes in operating assets and liabilities:     
Increases in:     

Trade and other receivables   126,843 94,524 (560,473) 
Inventories  129,018 (184,220) (476,931) 
Prepaid expenses and other current assets  (93,541) (25,390) (297,252) 

Increases (decrease) in:     
Accounts payable and accrued expenses  (53,018) (132,344) 38,809 
Other current liabilities  -     (171,131) 18,997 

Cash generated from operations  1,081,811 455,397 (617,241) 
Interest received   10,916 1,811 918 
Interest paid  -     (45,911) -     
Income tax paid  (109,856) (85,022) (25,428) 

Net cash flows provided by (used in) operating 
activities  982,871 326,275 (641,751) 

CASH FLOWS FROM INVESTING 
ACTIVITIES     

Increase in investment in bonds  (303,295) -    -     
Proceeds from disposal of asset  23,502 612 -     
Additions to property, plant and equipment 10 (559,781) (672,442) (1,685,674) 
Acquisitions of subsidiaries, net of cash and 

cash equivalents acquired 11, 27 -     (961,455) -     
Decrease in other noncurrent assets  (10,775) (7,586) (154) 

Net cash flows used in investing activities  (850,349) (1,640,871) (1,685,828) 

Forward     

 
 
 
 
 
 
 
 
 
 
 



 

 

  Years Ended December 31 

 Note 2018 2017 2016 

CASH FLOWS FROM FINANCING 
ACTIVITIES     

Availment of loans 12, 27 P3,036,203 P3,632,768 P2,683,033 
Availment of finance lease  114,748 -     -     
Decrease in other noncurrent liabilities  59,551 (62,119) -     
Issuance of shares - net 17 (2,500) 1,712,170 1,869,935 
Repurchase of own shares  -     (500,000) -     
Payment of:     

Finance lease liabilities  (4,179) (3,630) (1,280) 
Long-term debt  (3,683) (9,653) -    
Cash dividends  (50,000) -     -     
Interest  (73,518) (10,305) (34,063) 
Loans payable  (3,392,044) (3,147,073) (2,396,660) 

Net cash flows provided by (used in) financing 
activities  (315,422) 1,612,158  2,120,965 

EFFECT OF FOREIGN EXCHANGE RATE 
CHANGES ON CASH AND CASH 
EQUIVALENTS  751 (470) 268 

NET INCREASE (DECREASE) IN CASH AND 
CASH EQUIVALENTS  (182,149) 297,092 (206,346) 

CASH AND CASH EQUIVALENTS  
AT BEGINNING OF YEAR  439,260 142,168 348,514 

CASH AND CASH EQUIVALENTS  
AT END OF YEAR  P257,111 P439,260 P142,168 

     

*The statements of comprehensive income for the years ended December 31, 2018 and 2017 refers to the consolidated 
accounts of the Group while the statement of comprehensive income for the year ended December 31, 2016 refers to 
the accounts of Axelum Resources Corp. (Note 1). 

See Notes to Consolidated Financial Statements. 
 



 

 

AXELUM RESOURCES CORP. AND SUBSIDIARIES 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
(Amounts in Thousands, Except Per Share Data and Number of Shares) 

 
 

1. Reporting Entity 
 
Axelum Resources Corp. (the Parent Company) was incorporated and registered 
with the Philippines Securities and Exchange Commission (SEC) on August 19, 
2010. The Parent Company was established primarily to enter into direct 
manufacturing and or toll manufacturing of coconut water and other coconut products 
for domestic and international market. 
 
The Parent Company started its commercial operations in March 2011. 
 
On February 29, 2016, SEC approved the amendment of Articles of Incorporation to 
cover the manufacturing of other agricultural products for domestic and international 
market including the development of agricultural plantations as the Parent 
Company’s primary purpose as approved on the September 30, 2015 meeting of the 
Parent Company’s Board of Directors (BOD). 
 
On July 12, 2017, the SEC approved the amendment of Article Second (B)(a) of the 
Articles of Incorporation to own, acquire, lease, sub-lease and/or operate 
manufacturing facilities, buildings, and other properties, provide consultancy and 
management services in food processing, render technical and professional services 
to other companies, conduct training, lectures, seminars and other educational 
course related to but not limited to coconut and food manufacturing, quality control, 
technician and production operations both in the Philippines and abroad. 
 
The accompanying financial statements as at and for the years ended December 31, 
2018 and 2017 refers to the consolidated financial statements of the Group, 
comprising the financial statements of the Parent Company and its subsidiaries 
(collectively referred to as the Group), while the financial statements for the year 
ended December 31, 2016 refers to the individual financial statements of Axelum 
Resources Corp. 
 
The Parent Company’s principal place of business is located at ICS Building, Tiano-
Montalvan Streets, Cagayan de Oro City. 
 
 

2. Basis of Preparation 
 
Statement of Compliance 
The accompanying financial statements have been prepared in compliance with 
Philippine Financial Reporting Standards (PFRS).  PFRS are based on International 
Financial Reporting Standards issued by the International Accounting Standards 
Board (IASB).  PFRS consist of PFRS, Philippine Accounting Standards (PAS) and 
Philippine Interpretations issued by the Philippine Financial Reporting Standards 
Council (FRSC). 
 
The Group issues the accompanying consolidated financial statements which contain 
additional comparative information on its financial performance and its cash flows for 
the year ended December 31, 2016 to comply with the requirements of SRC Rule 68, 
as amended, of the Securities and Exchange Commission, in relation to the Group’s 
submission of registration statement for its planned initial public offering within 2019. 
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The consolidated financial statements were approved and authorized for issue in 
accordance with a resolution by the BOD on July 29, 2019. 
 
Basis of Measurement 
The consolidated financial statements of the Group have been prepared on a 
historical cost basis except for the following items which are measured on an 
alternative basis on each reporting date: 
 
Items Measurement Basis 

Investment in bonds Fair value 
Defined benefit retirement asset (liability) Fair value of the plan assets less 

the present value of the defined 
benefit retirement obligation 

 
Functional and Presentation Currency 
The consolidated financial statements are presented in Philippine peso, which is the 
functional currency of the Parent Company.  All financial information are rounded to 
the nearest thousands, except when otherwise indicated. 
 
Basis of Consolidation 
The consolidated financial statements include the financial statements of the Parent 
Company and its subsidiaries.  The major subsidiaries include the following: 
 

 Percentage of Ownership  Country of 
Incorporation  2018 2017 

Always Progressive Holdings Pte. Ltd. (APH1) 100 100 Singapore 

and its Subsidiary, Red V Foods Corp. (formerly 
known as RV Industries, Inc.) (RVF)    

Apo Peak Holdings Pte. Ltd. (APH2)  100 100 Singapore 

and its Subsidiary, Fiesta Ingredients Australia Pty. 
Ltd. (FIA)    

 
A subsidiary is an entity controlled by the Group. The Group controls an entity when 
it is exposed to, or has rights to, variable returns from its involvement with the entity 
and has the ability to affect those returns through its power over the entity. The 
Group reassesses 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. 
 
When the Group has less than 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 and the 
Group’s voting rights and potential voting rights. 
 
The financial statements of the subsidiaries are included in the consolidated financial 
statements from the date when the Group obtains control, and continue to be 
consolidated until the date when such control ceases. 
 
The financial statements of the subsidiaries are prepared for the same reporting 
period as the Parent Company, using uniform accounting policies for like 
transactions and other events in similar circumstances.  Intergroup balances and 
transactions, including intergroup unrealized profits and losses, are eliminated in 
preparing the consolidated financial statements. 
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3. Significant Accounting Policies 
 
The accounting policies set out below have been applied consistently to all periods 
presented in the consolidated financial statements, except for the changes in 
accounting policies as explained below. 
 
Adoption of New and Amended Standards and Interpretation 
The FRSC approved the adoption of a number of new and amended standards and 
interpretation as part of PFRS. 
 
The Group has adopted the following PFRS starting January 1, 2018 and 
accordingly, changed its accounting policies in the following areas: 
 
 PFRS 9 (2014), Financial Instruments, replaces PAS 39, Financial Instruments: 

Recognition and Measurement, and supersedes the previously published 
versions of PFRS 9 that introduced new classification and measurement 
requirements (in 2009 and 2010) and a new hedge accounting model (in 2013).  
PFRS 9 includes revised guidance on the classification and measurement of 
financial assets that reflects the business model in which assets are managed 
and their cash flow characteristics, including a new forward-looking expected 
credit loss (ECL) model for calculating impairment, and guidance on own credit 
risk on financial liabilities measured at fair value. PFRS 9 incorporates new 
hedge accounting requirements that represent a major overhaul of hedge 
accounting and introduces significant improvements by aligning the accounting 
more closely with risk management. 
 
The Group adopted PFRS 9 using the cumulative effect method. The cumulative 
effect of applying the new standard is recognized at the beginning of the year of 
initial application, with no restatement of comparative period. The adoption of 
PFRS 9 has no significant effect on the classification and measurement of 
financial assets and financial liabilities of the Group. The adoption of ECL model 
for calculating impairment has no significant impact on the carrying amounts of 
the Group’s financial assets. 
 
Financial Assets. The Group’s cash and cash equivalents, trade and other 
receivables and other noncurrent assets previously classified as loans and 
receivables are held to collect contractual cash flows and give rise to cash flows 
representing solely payments of principal and interest. These are now classified 
and measured as financial assets at amortized cost beginning January 1, 2018. 
 
Financial Liabilities. There are no changes in the classification and measurement 
of the Group’s financial liabilities. 
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 PFRS 15, Revenue from Contracts with Customers, replaces PAS 11, 
Construction Contracts, PAS 18, Revenue, IFRIC 13, Customer Loyalty 
Programmes, IFRIC 18, Transfer of Assets from Customers and Standard 
Interpretation Committee 31, Revenue - Barter Transactions Involving 
Advertising Services. The new standard introduces a new and more 
comprehensive revenue recognition model for contracts with customers which 
specifies that revenue should be recognized when (or as) the Group transfers 
control of goods or services to a customer at the amount to which the Group 
expects to be entitled. PFRS 15 requires a contract with a customer to be legally 
enforceable and to meet certain criteria to be within the scope of the standard 
and for the general model to apply. It introduces detailed guidance on identifying 
performance obligations which requires entities to determine whether promised 
goods or services are distinct. It also introduces detailed guidance on 
determining transaction price, including guidance on variable consideration and 
consideration payable to customers. The transaction price will then be generally 
allocated to each performance obligation in proportion to its stand-alone selling 
price. Depending on whether certain criteria are met, revenue is recognized over 
time, in a manner that best reflects the entity’s performance, or at a point in time, 
when control of the goods or services is transferred to the customer.  
 
The standard does not apply to insurance contracts, financial instruments or 
lease contracts, which fall in the scope of other PFRS. It also does not apply if 
two companies in the same line of business exchange non-monetary assets to 
facilitate sales to other parties. Furthermore, if a contract with a customer is 
partly in the scope of another PFRS, then the guidance on separation and 
measurement contained in the other PFRS takes precedence.  
 
The Group has adopted PFRS 15 using the cumulative effect method. The 
adoption of PFRS 15 has no significant effect on the Group’s method of 
recognizing revenue from its contracts with customers. Additional disclosures 
were included in the consolidated financial statements, as applicable. 
 

 Philippine Interpretation IFRIC 22, Foreign Currency Transactions and Advance 
Consideration. The interpretation clarifies that the transaction date to be used for 
translation of foreign currency transactions involving an advance payment or 
receipt is the date on which the entity initially recognizes the prepayment or 
deferred income arising from the advance consideration. For transactions 
involving multiple payments or receipts, each payment or receipt gives rise to a 
separate transaction date. The interpretation applies when an entity pays or 
receives consideration in a foreign currency and recognizes a non-monetary 
asset or liability before recognizing the related item.   
 

Except as otherwise indicated, the adoption of the new and amended standards and 
interpretation did not have a material effect on the consolidated financial statements. 
 
New and Amended Standards and Interpretation Not Yet Adopted 
A number of new and amended standards and interpretation are effective for annual 
periods beginning after January 1, 2018 and have not been applied in preparing the 
consolidated financial statements. Unless otherwise indicated, none of these is 
expected to have a significant effect on the consolidated financial statements. 
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The Group will adopt the following new and amended standards and interpretation 
on the respective effective dates: 
 
 PFRS 16, Leases, supersedes PAS 17, Leases, and the related Philippine 

Interpretations. The new standard introduces a single lease accounting model for 
lessees under which all major leases are recognized on-balance sheet, removing 
the lease classification test. Lease accounting for lessors essentially remains 
unchanged except for a number of details including the application of the new 
lease definition, new sale-and-leaseback guidance, new sub-lease guidance and 
new disclosure requirements. Practical expedients and targeted reliefs were 
introduced including an optional lessee exemption for short-term leases (leases 
with a term of 12 months or less) and low-value items, as well as the permission 
of portfolio-level accounting instead of applying the requirements to individual 
leases. New estimates and judgmental thresholds that affect the identification, 
classification and measurement of lease transactions, as well as requirements to 
reassess certain key estimates and judgments at each reporting date were also 
introduced. 
 
PFRS 16 is effective for annual periods beginning on or after January 1, 2019 
with several transition approaches and individual options and practical 
expedients that can be elected independently of each other. Earlier application is 
permitted for entities that apply PFRS 15 at or before the date of initial 
application of PFRS 16. When adopting PFRS 16, an entity is permitted to use 
either a full retrospective or a modified retrospective approach, with options to 
use certain transition reliefs. 
 
The Group plans to apply the new standard on the effective date using the 
modified retrospective approach. The cumulative effect of adopting PFRS 16 will 
be recognized as an adjustment to the opening balance of retained earnings as 
of January 1, 2019, with no restatement of comparative information. 
 
The Group is currently performing detailed assessment of the potential effect of 
the new standard and has yet to reasonably estimate the impact. The actual 
impact of applying PFRS 16 on the consolidated financial statements in the 
period of initial application will depend on future economic conditions, including 
the borrowing rate as of January 1, 2019, the composition of the lease portfolio at 
that date, the latest assessment of whether it will exercise any lease renewal 
options and the extent to which the Group chooses to use practical expedients 
and recognition exemptions. 
 

 Philippine Interpretation IFRIC 23, Uncertainty over Income Tax Treatments. The 
interpretation clarifies how to apply the recognition and measurement 
requirements in PAS 12, Income Taxes, when there is uncertainty over income 
tax treatments. Under the interpretation, whether the amounts recorded in the 
consolidated financial statements will differ to that in the tax return, and whether 
the uncertainty is disclosed or reflected in the measurement, depends on 
whether it is probable that the tax authority will accept the chosen tax treatment. 
If it is not probable that the tax authority will accept the chosen tax treatment, the 
uncertainty is reflected using the measure that provides the better prediction of 
the resolution of the uncertainty - either the most likely amount or the expected 
value. The interpretation also requires the reassessment of judgments and 
estimates applied if facts and circumstances change - e.g., as a result of 
examination or action by tax authorities, following changes in tax rules or when a 
tax authority’s right to challenge a treatment expires. 
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The interpretation is effective for annual periods beginning on or after  
January 1, 2019, with early application permitted. The interpretation can be 
initially applied retrospectively applying PAS 8, Accounting Policies, Changes in 
Accounting Estimates and Errors, if possible without the use of hindsight, or 
retrospectively with the cumulative effect recognized at the date of initial 
application without restating comparative information. 
 

 Prepayment Features with Negative Compensation (Amendment to PFRS 9). 
The amendment clarifies that a financial asset with a prepayment feature could 
be eligible for measurement at amortized cost or FVOCI irrespective of the event 
or circumstance that causes the early termination of the contract, which may be 
within or beyond the control of the parties, and a party may either pay or receive 
reasonable compensation for the early termination. 
 
The amendment is effective for annual periods beginning on or after  
January 1, 2019, with early adoption permitted. Retrospective application is 
required, subject to relevant transitional reliefs. 
 

 Plan Amendment, Curtailment or Settlement (Amendments to PAS 19, Employee 
Benefits). The amendments clarify that on amendment, curtailment or settlement 
of a defined benefit plan, an entity now uses updated actuarial assumptions to 
determine its current service cost and net interest for the period. The effect of the 
asset ceiling is disregarded when calculating the gain or loss on any settlement 
of the plan and is dealt with separately in other comprehensive income.  
 
The amendments apply for plan amendments, curtailments or settlements that 
occur on or after the beginning of the first annual reporting period that begins on 
or after January 1, 2019, with early application permitted. 
 

 Annual Improvements to PFRS Cycles 2015 - 2017 contain changes to four 
standards of which only two standards are applicable to the Group: 
 

• Income Tax Consequences of Payments on Financial Instrument Classified 
as Equity (Amendments to PAS 12). The amendments clarify that all income 
tax consequences of dividends, including payments on financial instruments 
classified as equity, are recognized consistently with the transactions that 
generated the distributable profits - i.e., in profit or loss, other comprehensive 
income or equity. 

 

• Borrowing Costs Eligible for Capitalization (Amendments to PAS 23, 
Borrowing Costs). The amendments clarify that the general borrowings pool 
used to calculate eligible borrowing costs excludes borrowings that 
specifically finance qualifying assets that are still under development or 
construction. Borrowings that were intended to specifically finance qualifying 
assets that are now ready for their intended use or sale, or any non-
qualifying assets, are included in that general pool. 

 
The amendments are effective for annual periods beginning on or after  
January 1, 2019, with early application permitted.  
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 Amendments to References to Conceptual Framework in PFRS sets out 
amendments to PFRS, their accompanying documents and PFRS practice 
statements to reflect the issuance of the revised Conceptual Framework for 
Financial Reporting in 2018 (2018 Conceptual Framework). The 2018 
Conceptual Framework includes: (a) a new chapter on measurement;  
(b) guidance on reporting financial performance; (c) improved definitions of an 
asset and a liability, and guidance supporting these definitions; and  
(d) clarifications in important areas, such as the roles of stewardship, prudence 
and measurement uncertainty in financial reporting. 
 
Some standards, their accompanying documents and PFRS practice statements 
contain references to, or quotations from, the International Accounting Standards 
Committee’s Framework for the Preparation and Presentation of Financial 
Statements adopted by the IASB in 2001 or the Conceptual Framework for 
Financial Reporting issued in 2010. The amendments update some of those 
references and quotations so that they refer to the 2018 Conceptual Framework, 
and makes other amendments to clarify which version of the Conceptual 
Framework is referred to in particular documents. 
 
The amendments are effective for annual reporting periods beginning on or after 
January 1, 2020. 
 

 Definition of Material (Amendments to PAS 1, Presentation of Financial 
Statements and PAS 8). The amendments refine the definition of what is 
considered material. The amended definition of what is considered material 
states that such information is material if omitting, misstating or obscuring it could 
reasonably be expected to influence the decisions that the primary users of 
general purpose financial statements make on the basis of those financial 
statements, which provide financial information about a specific reporting entity. 
The amendments clarify the definition of what is considered material and its 
application by: (a) raising the threshold at which information becomes material by 
replacing the term ‘could influence’ with ‘could reasonably be expected to 
influence’; (b) including the concept of ‘obscuring information’ alongside the 
concept of ‘omitting’ and ‘misstating’ information in the definition; (c) clarifying 
that the users to which the definition refers are the primary users of general 
purpose financial statements referred to in the Conceptual Framework;  
(d) clarifying the explanatory paragraphs accompanying the definition; and  
(e) aligning the wording of the definition of what is considered material across 
PFRS and other publications. The amendments are expected to help entities 
make better materiality judgments without substantively changing existing 
requirements. 
 
The amendments apply prospectively for annual periods beginning on or after 
January 1, 2020, with early application permitted. 

 
Current versus Noncurrent Classification 
The Group presents assets and liabilities in the consolidated statements of financial 
position based on current and noncurrent classification. An asset is current when it 
is: (a) expected to be realized or intended to be sold or consumed in the normal 
operating cycle; (b) held primarily for the purpose of trading; (c) expected to be 
realized within 12 months after the reporting period; or (d) cash or cash equivalent 
unless restricted from being exchanged or used to settle a liability for at least  
12 months after the reporting period.  
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A liability is current when: (a) it is expected to be settled in the normal operating 
cycle; (b) it is held primarily for trading; (c) it is due to be settled within 12 months 
after the reporting period; or (d) there is no unconditional right to defer the settlement 
of the liability for at least 12 months after the reporting period.  
 
The Group classifies all other assets and liabilities as noncurrent. Deferred tax 
assets and liabilities are classified as noncurrent. 
 
Financial Instruments 
Recognition and Initial Measurement. A financial instrument is any contract that gives 
rise to a financial asset of one entity and a financial liability or equity instrument of 
another entity. 
 
The Group recognizes a financial asset or a financial liability in the consolidated 
statements of financial position when it becomes a party to the contractual provisions 
of the instrument. 
 
A financial asset (unless a trade receivable without a significant financing 
component) or financial liability is initially measured at the fair value of the 
consideration given or received.  The initial measurement of financial instruments, 
except for those designated as at FVPL, includes transaction costs. A trade 
receivable without a significant financing component is initially measured at the 
transaction price. 
 
Financial Assets 
Classification and Subsequent Measurement - Policy Applicable from  
January 1, 2018 
 
The Group classifies its financial assets, at initial recognition, as subsequently 
measured at amortized cost, FVOCI and FVPL. The classification depends on the 
contractual cash flow characteristics of the financial assets and the business model 
of the Group for managing the financial assets. 
 
Subsequent to initial recognition, financial assets are not reclassified unless the 
Group changes the business model for managing financial assets. All affected 
financial assets are reclassified on the first day of the reporting period following the 
change in the business model. 
 
The business model refers to how the Group manages the financial assets in order 
to generate cash flows. The business model determines whether cash flows will 
result from collecting contractual cash flows, selling the financial assets, or both. The 
Group considers the following information in assessing the objective of the business 
model in which a financial asset is held at a portfolio level, which reflects the way the 
business is managed and information is provided to management: 
 
 the stated policies and objectives for the portfolio and the operation of those 

policies in practice; 
 
 how the performance of the portfolio is evaluated and reported to the Group’s 

management; 
 
 the risks that affect the performance of the business model (and the financial 

assets held within that business model) and how those risks are managed; 
 
 how employees of the business are compensated; and 
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 the frequency, volume and timing of sales of financial assets in prior periods, the 
reasons for such sales and expectations about future sales activity. 

 
The Group considers the contractual terms of the instrument in assessing whether 
the contractual cash flows are solely payments of principal and interest. For 
purposes of this assessment, “Principal” is defined as the fair value of the financial 
asset on initial recognition. “Interest” is defined as consideration for the time value of 
money and for the credit risk associated with the principal amount outstanding during 
a particular period of time for other basic lending risks and costs (e.g. liquidity risk 
and administrative costs), as well as profit margin. The assessment includes whether 
the financial asset contains a contractual term that could change the timing or 
amount of contractual cash flows such that it would not meet this condition. The 
Group considers the following in making the assessment: 
 
 contingent events that would change the amount or timing of cash flows; 
 
 terms that may adjust the contractual coupon rate, including variable rate 

features; 
 
 prepayment and extension features; and 
 
 terms that limit the Group’s claim to cash flows from specified assets. 
 
A prepayment feature is consistent with the solely payments of principal and interest 
criterion if the prepayment amount substantially represents unpaid amounts of 
principal and interest on the principal amount outstanding, which may include 
reasonable additional compensation for early termination of the contract. 
Additionally, for a financial asset acquired at a discount or premium to its contractual 
par amount, a feature that permits or requires prepayment at an amount that 
substantially represents the contractual par amount plus accrued (but unpaid) 
contractual interest (which may also include reasonable additional compensation for 
early termination) is treated as consistent with this criterion if the fair value of the 
prepayment feature is insignificant at initial recognition. 
 
For purposes of subsequent measurement, financial assets are classified in the 
following categories: financial assets at amortized cost, financial assets at FVOCI 
(with or without recycling of cumulative gains and losses) and financial assets at 
FVPL. 
 
The Group has no financial assets at FVOCI as at December 31, 2018. 
 
Financial Assets at Amortized Cost. A financial asset is measured at amortized cost 
if it meets both of the following conditions and is not designated as at FVPL: 
 
 it is held within a business model with the objective of holding financial assets to 

collect contractual cash flows; and 
 
 its contractual terms give rise on specified dates to cash flows that are solely 

payments of principal and interest on the principal amount outstanding. 
 
Financial assets at amortized cost are subsequently measured using the effective 
interest method and are subject to impairment. Gains and losses are recognized in 
the consolidated statements of comprehensive income when the financial asset is 
derecognized, modified or impaired. 
 
The Group’s cash and cash equivalents, trade and other receivables and other 
noncurrent assets are included under this category (Notes 5, 6, 25 and 26). 
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Financial Assets at FVPL. All financial assets not classified as measured at 
amortized cost or FVOCI are measured at FVPL. Financial assets that are held for 
trading or are managed and whose performance is evaluated on a fair value basis 
are measured at FVPL. 
 
At initial recognition, the Group may irrevocably designate a financial asset as at 
FVPL if the designation eliminates or significantly reduces an accounting mismatch 
that would otherwise arise from measuring assets or liabilities or recognizing the 
gains and losses on different bases. 
 
The Group carries financial assets at FVPL using their fair values. Attributable 
transaction costs are recognized in the consolidated statements of comprehensive 
income as incurred. Changes in fair value and realized gains or losses are 
recognized in the consolidated statements of comprehensive income. Any interest 
earned from investment in debt instrument designated as at FVPL is recognized in 
the consolidated statements of comprehensive income. 
 
The Group’s investment in bonds are classified under this category  
(Notes 9, 25 and 26). 
 
Classification and Subsequent Measurement - Policy Applicable before  
January 1, 2018 
 
The Group classifies its financial assets, at initial recognition, in the following 
categories: financial assets at FVPL, loans and receivables, AFS financial assets 
and held-to-maturity (HTM) investments. The classification depends on the purpose 
for which the investments are acquired and whether they are quoted in an active 
market. The Group determines the classification of its financial assets at initial 
recognition and, where allowed and appropriate, re-evaluates such designation at 
every reporting date. 
 
The Group has no financial assets at FVPL, AFS financial assets and HTM 
investments as at December 31, 2017. 
 
Loans and Receivables. Loans and receivables are non-derivative financial assets 
with fixed or determinable payments and maturities 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 designated as AFS financial assets or financial assets at FVPL. 
 
Subsequent to initial measurement, loans and receivables are carried at amortized 
cost using the effective interest rate method, less any impairment in value. Any 
interest earned on loans and receivables is recognized as part of “Interest income” 
account in the consolidated statements of comprehensive income on an accrual 
basis. Amortized cost is calculated by taking into account any discount or premium 
on acquisition and fees that are an integral part of the effective interest rate. The 
periodic amortization is also included as part of “Interest income” account in the 
consolidated statements of comprehensive income. Gains or losses are recognized 
in the consolidated statements of comprehensive income when loans and 
receivables are derecognized or impaired. 
 
Cash includes cash on hand and in banks which are stated at face value. Cash 
equivalents are short-term, highly liquid investments that are readily convertible to 
known amounts of cash and are subject to an insignificant risk of changes in value. 
 
The Group’s cash and cash equivalents, trade and other receivables and other 
noncurrent assets are included under this category (Notes 5, 6, 25 and 26).  
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Financial Liabilities 
The Group classifies its financial liabilities, at initial recognition, in the following 
categories: financial liabilities at FVPL and other financial liabilities. All financial 
liabilities are recognized initially at fair value and, in the case of loans and 
borrowings, net of directly attributable transaction costs. 
 
The Group has no financial liabilities at FVPL as at December 31, 2018 and 2017. 
 
Other Financial Liabilities.  This category pertains to financial liabilities that are not 
designated or classified as at FVPL. After initial measurement, other financial 
liabilities are carried at amortized cost using the effective interest rate method.  
Amortized cost is calculated by taking into account any premium or discount and any 
directly attributable transaction costs that are considered an integral part of the 
effective interest rate of the liability. The effective interest rate amortization is 
included in “Interest expense and other financing charges” account in the 
consolidated statement of comprehensive income. Gains and losses are recognized 
in the consolidated statements of comprehensive income when the liabilities are 
derecognized as well as through the amortization process. 
 
Debt issue costs are considered as an adjustment to the effective yield of the related 
debt and are deferred and amortized using the effective interest method. When a 
loan is paid, the related unamortized debt issue costs at the date of repayment are 
recognized in the consolidated statements of comprehensive income. 
 
The Group’s liabilities arising from its trade or borrowings such as accounts payable 
and accrued expenses, loans payable, long-term debt, finance lease liabilities, other 
current liabilities and other noncurrent liabilities are included under this category 
(Notes 12, 13, 14, 15, 23, 25 and 26). 
 
Derecognition of Financial Assets and Financial Liabilities 
Financial Assets. A financial asset (or, where applicable, a part of a financial asset or 
part of a group of similar financial assets) is primarily derecognized when: 
 
 the rights to receive cash flows from the asset have expired; or 
 
 the Group has transferred its rights to receive cash flows from the asset or has 

assumed an obligation to pay them in full without material delay to a third party 
under a “pass-through” arrangement; 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 risks and rewards of ownership. When it has neither transferred nor 
retained substantially all 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 the 
associated liability. The transferred asset and the associated liability are measured 
on the 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 is required to repay. 
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Financial Liabilities. A financial liability is derecognized when the obligation under the 
liability is discharged or cancelled, or expires.  When 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 the 
consolidated statements of comprehensive income. 
 
Impairment of Financial Assets 
Policy Applicable from January 1, 2018 
 
The Group recognizes allowance for ECL on financial assets at amortized cost. 
 
ECLs are probability-weighted estimates of credit losses. Credit losses are measured 
as the present value of all cash shortfalls (i.e., the difference between the cash flows 
due to the Group in accordance with the contract and the cash flows that the Group 
expects to receive), discounted at the effective interest rate of the financial asset, 
and reflects reasonable and supportable information that is available without undue 
cost or effort about past events, current conditions and forecasts of future economic 
conditions. 
 
The Group recognizes an allowance for impairment based on either 12-month or 
lifetime ECLs, depending on whether there has been a significant increase in credit 
risk since initial recognition. 
 
When determining whether the credit risk of a financial asset has increased 
significantly since initial recognition and when estimating ECLs, the Group considers 
reasonable and supportable information that is relevant and available without undue 
cost or effort. This includes both quantitative and qualitative information and analysis, 
based on the Group’s historical experience and informed credit assessment and 
including forward-looking information. 
 
The Group recognizes lifetime ECLs for receivables that do not contain significant 
financing component. The Group uses provision matrix that is based on the Group’s 
historical credit loss experience, adjusted for forward-looking factors specific to the 
borrowers and the economic environment. 
 
At each reporting date, the Group assesses whether these financial assets at 
amortized cost and investments in debt instruments at FVOCI are credit-impaired. A 
financial asset is credit-impaired when one or more events that have a detrimental 
impact on the estimated future cash flows of the financial asset have occurred. 
Evidence that a financial asset is credit-impaired include observable data about the 
following events: 
 
(a) significant financial difficulty of the issuer or the borrower; 
 
(b) a breach of contract, such as a default or past due event; 
 
(c) the lender(s) of the borrower, for economic or contractual reasons relating to the 

borrower's financial difficulty, having granted to the borrower a concession(s) that 
the lender(s) would not otherwise consider; 

 
(d) it is becoming probable that the borrower will enter bankruptcy or other financial 

reorganization; 
 
(e) the disappearance of an active market for that financial asset because of 

financial difficulties; or 
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(f) the purchase or origination of a financial asset at a deep discount that reflects 
the incurred credit losses. 

 
The Group considers a financial asset to be in default when a counterparty fails to 
pay its contractual obligations, or there is a breach of other contractual terms, such 
as covenants. 
 
The Group directly reduces the gross carrying amount of a financial asset when 
there is no reasonable expectation of recovering the contractual cash flows on a 
financial asset, either partially or in full. This is generally the case when the Group 
determines that the borrower does not have assets or sources of income that could 
generate sufficient cash flows to repay the amounts subject to the write-off. However, 
financial assets that are written off could still be subject to enforcement activities in 
order to comply with the Group's procedures for recovery of amounts due. 
 
The ECLs on financial assets at amortized cost are recognized as allowance for 
impairment losses against the gross carrying amount of the financial asset, with the 
resulting impairment losses (or reversals) recognized in the consolidated statements 
of comprehensive income.  
 
Significant Increase in Credit Risk 
In assessing whether the credit risk on a financial instrument has increased 
significantly since initial recognition, the Group compares the risk of a default 
occurring on the financial instrument at the end of reporting period with the risk of a 
default occurring on the financial instrument at the date of initial recognition. In 
making this assessment, the Group considers both quantitative and qualitative 
information that is reasonable and supportable, including historical experience and 
forward-looking information that is available without undue cost or effort.  
 
In particular, the following information is taken into account when assessing whether 
credit risk has increased significantly since initial recognition: 
 
 an actual or expected significant deterioration in the financial instrument’s 

external (if available) or internal credit rating; 
 
 significant deterioration in external market indicators of credit risk for a particular 

financial instrument, e.g. the extent to which the fair value of a financial asset has 
been less than its amortized cost; 

 
 existing or forecast adverse changes in business, financial or economic 

conditions that are expected to cause a significant decrease in the debtor’s ability 
to meet its debt obligations; 

 
 an actual or expected significant deterioration in the operating results of the 

debtor; 
 
 significant increases in credit risk on other financial instruments of the same 

debtor; and 
 
 an actual or expected significant adverse change in the regulatory, economic, or 

technological environment of the debtor that results in a significant decrease in 
the debtor’s ability to meet its debt obligations. 

 
Irrespective of the outcome of the above assessment, the Group presumes that the 
credit risk on a financial asset has increased significantly since initial recognition 
when contractual payments are more than thirty (30) days past due, unless the 
Group has reasonable and supportable information that demonstrates otherwise. 
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Despite the foregoing, the Group assumes that the credit risk on a financial 
instrument has not increased significantly since initial recognition if the financial 
instrument is determined to have low credit risk at the end of reporting period.  
A financial instrument is determined to have low credit risk if: 
 
 the financial instrument has a low risk of default; 
 
 the debtor has a strong capacity to meet its contractual cash flow obligations in 

the near term; and 
 
 adverse changes in economic and business conditions in the longer term may, 

but will not necessarily, reduce the ability of the borrower to fulfill its contractual 
cash flow obligations. 

 
The Group considers a financial asset to have low credit risk when the asset has 
external credit rating of ‘investment grade’ in accordance with the globally 
understood definition or if an external rating is not available, the asset has an internal 
rating of ‘High grade accounts’. High grade accounts are those counterparties that 
have a very remote likelihood of default and have consistently exhibited good paying 
habits. 
 
The Group regularly monitors the effectiveness of the criteria used to identify 
whether there has been a significant increase in credit risk and revises them as 
appropriate to ensure that the criteria are capable of identifying significant increase in 
credit risk before the amount becomes past due. 
 
Write-off Policy 
The Group writes off a financial asset when there is information indicating that the 
debtor is in severe financial difficulty and there is no realistic prospect of recovery, 
e.g. when the debtor has been placed under liquidation or has entered into 
bankruptcy proceedings.  
 
Financial assets written off may still be subject to enforcement activities under the 
Group’s recovery procedures, taking into account legal advice where appropriate. 
Any recoveries made are recognized in profit or loss. 
  
The Group has concluded that there are no differences in the carrying amounts of 
financial assets based on the recognized allowance for impairment against all of its 
financial assets at amortized cost. Therefore, the adoption of the standard did not 
have an impact on the Group’s consolidated financial statements. 
 
The maximum exposure to credit risk at the reporting date is the carrying value of 
each class of financial assets disclosed in Note 25. 
 
Policy Applicable before January 1, 2018 
 
The Group assesses, at the reporting date, whether a financial asset or group of 
financial assets is impaired. 
 
A financial asset or a group of financial assets is deemed to be impaired if, and only 
if, there is objective evidence of impairment as a result of one or more events that 
have occurred after the initial recognition of the asset (an incurred loss event) and 
that loss event has an impact on the estimated future cash flows of the financial 
asset or the group of financial assets that can be reliably estimated.  
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For financial assets carried at amortized cost such as loans and receivables, the 
Group first assesses whether impairment exists individually for financial assets that 
are individually significant, or collectively for financial assets that are not individually 
significant. If no objective evidence of impairment has been identified for a particular 
financial asset that was individually assessed, the Group includes the asset as part 
of a group of financial assets with similar credit risk characteristics and collectively 
assesses the group 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 the collective impairment assessment.  
 
Evidence of impairment may include indications that the borrower or a group of 
borrowers is experiencing financial difficulty, default or delinquency in principal or 
interest payments, or may enter into bankruptcy or other form of financial 
reorganization intended to alleviate the financial condition of the borrower. For 
collective impairment purposes, evidence of impairment may include observable data 
on existing economic conditions or industry-wide developments indicating that there 
is a measurable decrease in the estimated future cash flows of the related assets. 
 
If there is objective evidence of impairment, the amount of loss is measured as the 
difference between the asset’s carrying amount and the present value of estimated 
future cash flows (excluding future credit losses) discounted at the financial asset’s 
original effective interest rate (i.e., the effective interest rate computed at initial 
recognition). Time value is generally not considered when the effect of discounting 
the cash flows is not material. If a loan or receivable has a variable rate, the discount 
rate for measuring any impairment loss is the current effective interest rate, adjusted 
for the original credit risk premium. For collective impairment purposes, impairment 
loss is computed based on their respective default and historical loss experience. 
 
The carrying amount of the asset is reduced either directly or through the use of an 
allowance account. The impairment loss for the period is recognized in the 
consolidated statements of comprehensive income.  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 statements of comprehensive income, to the 
extent that the carrying amount of the asset does not exceed its amortized cost at 
the reversal date. 
 
Classification of Financial Instruments between Liability and Equity 
Financial instruments are classified as liability 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. 
 
A financial instrument is classified as liability if it provides for a contractual obligation 
to: 
 
 deliver cash or another financial asset to another entity; 
 
 exchange financial assets or financial liabilities with another entity under 

conditions that are potentially unfavorable to the Group; or 
 
 satisfy the obligation other than by the exchange of a fixed amount of cash or 

another financial asset for a fixed number of own equity shares. 
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If the Group does not have an unconditional right to avoid delivering cash or another 
financial asset to settle its contractual obligation, the obligation meets the definition 
of a financial liability. 
 
The components of issued financial instruments that contain both liability and equity 
elements are accounted for separately, with the equity component being assigned 
the residual amount after deducting from the instrument as a whole or in part, the 
amount separately determined as the fair value of the liability component on the date 
of issue. 
 
Debt Issue Costs 
Debt issue costs are considered as an adjustment to the effective yield of the related 
debt and are deferred and amortized using the effective interest rate method.  When 
a loan is paid, the related unamortized debt issue costs at the date of repayment are 
recognized in the consolidated statements of comprehensive income. 
 
Offsetting Financial Instruments 
Financial assets and financial liabilities are offset and the net amount is reported in 
the consolidated statements of financial position if, and only if, there is a currently 
enforceable legal right to offset the recognized amounts and there is an intention to 
settle on a net basis, or to realize the assets and settle the liabilities simultaneously. 
 
Inventories 
Finished goods and materials and supplies are valued at the lower of cost and net 
realizable value. 
 
Costs incurred in bringing each inventory to its present location and condition are 
accounted for as follows: 
 

Finished goods  - at cost, which includes direct materials and labor and 
a proportion of manufacturing overhead costs based 
on normal operating capacity but excluding borrowing 
costs; costs are determined using the moving-average 
method.  

Materials and supplies  - at cost, using the moving-average method. 

 
Finished Goods. Net realizable value is the estimated selling price in the ordinary 
course of business, less the estimated costs necessary to make the sale. 
 
Materials and Supplies.  Net realizable value is the current replacement cost.  
 
Any write-down of inventories to net realizable value and all losses of inventories are 
recognized as expense in the year of write-down or loss occurrence. The amount of 
reversals, if any, of write-down of inventories arising from an increase in net 
realizable value are recognized as reduction in the amount of inventories recognized 
as expense in the year in which the reversal occurs. 
 
Prepaid Expenses and Other Current Assets 
Prepaid expenses represent expenses not yet incurred but already paid in cash. 
These are initially recorded as assets and measured at the amount of cash paid. 
Subsequently, these are recognized in the consolidated statements of 
comprehensive income as they are consumed or expire with the passage of time. 
 
Other current assets pertain to assets which are expected to be realized within  
12 months after the reporting period. Otherwise, these are classified as noncurrent 
assets. 
 



 

- 17 - 

Business Combination  
Business combinations are accounted for using the acquisition method as at the 
acquisition date. The cost of an acquisition is measured as the aggregate of the 
consideration transferred, measured at acquisition date fair value. 
 
An asset or group of assets acquired including any liabilities assumed that constitute 
a business qualifies as a business combination. PFRS 3 defined business as an 
integrated set of activities and assets that is capable of being conducted and 
managed for the purpose of providing a return in the form of dividends, lower costs 
or other economic benefits directly to investors or other owners, members or 
participants. 
 
When the Group acquires a business, it assesses the financial assets and financial 
liabilities assumed for appropriate classification and designation in accordance with 
the contractual terms, economic circumstances and pertinent conditions as at the 
acquisition date.   
 
The Group measures goodwill at the acquisition date as the fair value of the 
consideration transferred less the net recognized amount (generally fair value) of the 
identifiable assets acquired and liabilities assumed.  When the excess is negative, a 
bargain purchase gain is recognized immediately in the consolidated statements of 
comprehensive income. Subsequently, goodwill is measured at cost less any 
accumulated impairment in value.  Goodwill is reviewed for impairment, annually or 
more frequently, if events or changes in circumstances indicate that the carrying 
amount may be impaired. 
 
The consideration transferred does not include amounts related to the settlement of  
pre-existing relationships. Such amounts are generally recognized in the 
consolidated statements of comprehensive income. Costs related to the acquisition, 
other than those associated with the issuance of debt or equity securities that the 
Group incurs in connection with a business combination, are expensed as incurred. 
Any contingent consideration payable is measured at fair value at the acquisition 
date. If the contingent consideration is classified as equity, it is not remeasured and 
settlement is accounted for within equity. Otherwise, subsequent changes to the fair 
value of the contingent consideration are recognized in the consolidated statements 
of comprehensive income. 
 
Goodwill in a Business Combination 
Goodwill acquired in a business combination is, from the acquisition date, allocated 
to each of the cash-generating units, or groups of cash-generating units that are 
expected to benefit from the synergies of the combination, irrespective of whether 
other assets or liabilities are assigned to those units or groups of units.  Each unit or 
group of units to which the goodwill is allocated: 
 
 represents the lowest level within the Group at which the goodwill is monitored 

for internal management purposes; and 
 

 is not larger than an operating segment determined in accordance with PFRS 8, 
Operating Segments. 
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Impairment is determined by assessing the recoverable amount of the  
cash-generating unit or group of cash-generating units, to which the goodwill relates. 
Where the recoverable amount of the cash-generating unit or group of  
cash-generating units is less than the carrying amount, an impairment loss is 
recognized.  Where goodwill forms part of a cash-generating unit or group of cash-
generating units and part of the operation within that unit is disposed of, the goodwill 
associated with the operation disposed of is included in the carrying amount of the 
operation when determining the gain or loss on disposal of the operation.  Goodwill 
disposed of in this circumstance is measured based on the relative values of the 
operation disposed of and the portion of the cash-generating unit retained.  An 
impairment loss with respect to goodwill is not reversed. 
 
Intangible Assets Acquired in a Business Combination 
The cost of an intangible asset acquired in a business combination is the fair value 
as at the date of acquisition, determined using discounted cash flows as a result of 
the asset being owned.  
 
Following initial recognition, intangible asset is carried at cost less any accumulated 
amortization and impairment losses, if any.  The useful life of an intangible asset is 
assessed to be either finite or indefinite. 
 
The Group assessed the useful lives of other intangible assets to be indefinite. 
Based on our analysis of all the relevant factors, there is no foreseeable limit to the 
period over which the assets are expected to generate cash inflows for the Group.  
Intangible assets with indefinite useful life are tested for impairment annually, either 
individually or at the cash-generating unit level. Such intangibles are not amortized. 
The useful life of an intangible asset with an indefinite life is reviewed annually to 
determine whether indefinite life assessment continues to be supportable. If not, the 
change in the useful life assessment from indefinite to finite is made on prospective 
basis. 
 
Gains or losses arising from the disposal of an intangible asset are measured as the 
difference between the net disposal proceeds and the carrying amount of the asset, 
and are recognized in the consolidated statements of comprehensive income when 
the asset is derecognized. 
 
Property, Plant and Equipment 
Property, plant and equipment are stated at cost less accumulated depreciation and 
amortization and any accumulated impairment in value.  Such cost includes the cost 
of replacing part of the property, plant and equipment at the time the cost is incurred, 
if the recognition criteria are met, and excludes the costs of day-to-day servicing. 
 
The initial cost of property, plant and equipment comprises of its construction cost or 
purchase price, including import duties, taxes and any directly attributable costs in 
bringing the asset to its working condition and location for its intended use. 
Expenditures incurred after the asset has been put into operation, such as repairs, 
maintenance and overhaul costs, are normally recognized as expense in the period 
the costs are incurred.  Major repairs are capitalized as part of property, plant and 
equipment only when it is probable that future economic benefits associated with the 
items will flow to the Group and the cost of the items can be measured reliably. 
 
Construction in progress (CIP) represents structures under construction and is stated 
at cost.  This includes the costs of construction and other direct costs.  Borrowing 
costs that are directly attributable to the construction of property, plant and 
equipment, if any, are capitalized during the construction period.  CIP is not 
depreciated until such time that the relevant assets are ready for use. 
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Depreciation and amortization, which commence when the assets are available for 
their intended use, are computed using the straight-line method over the following 
estimated useful lives of the assets: 
 

 Number of Years 

Site improvements 2 -20 
Buildings 22 - 30 
Machinery 5 - 25 
Delivery and transportation 

equipment 5 - 8 
Office furniture and equipment 2 - 5 
Tools and water system 1 - 2 

 
The remaining useful lives, residual values, and depreciation and amortization 
methods are reviewed and adjusted periodically, if appropriate, to ensure that such 
periods and methods of depreciation and amortization are consistent with the 
expected pattern of economic benefits from the items of property, plant and 
equipment. 
 
The carrying amounts of property, plant and equipment are reviewed for impairment 
when events or changes in circumstances indicate that the carrying amounts may 
not be recoverable. 
 
Fully depreciated assets are retained in the accounts until they are no longer in use. 
An item of property, plant and equipment is derecognized when either it has been 
disposed of or when it is permanently withdrawn from use and no future economic 
benefits are expected from its use or disposal. Any gain or loss arising from the 
retirement and disposal of an item of property, plant and equipment (calculated as 
the difference between the net disposal proceeds and the carrying amount of the 
asset) is recognized in the consolidated statements of comprehensive income in the 
period of retirement and disposal. 
 
Impairment of Non-financial Assets 
The carrying amount of property, plant and equipment and goodwill and other 
intangible assets are reviewed for impairment when events or changes in 
circumstances indicate that the carrying amount may not be recoverable. Intangible 
assets with indefinite useful lives are tested for impairment annually either 
individually or at the cash-generating unit level. If any such indication exists, and if 
the carrying amount exceeds the estimated recoverable amount, the assets or cash-
generating units are written down to their recoverable amounts.  The recoverable 
amount of the asset is the greater of fair value less costs to sell and value in use.  
The fair value less costs to sell is the amount obtainable from the sale of an asset in 
an arm’s length transaction between knowledgeable, willing parties, less costs of 
disposal. 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 asset. For an asset that does 
not generate largely independent cash inflows, the recoverable amount is 
determined for the cash-generating unit to which the asset belongs. Impairment 
losses are recognized in the consolidated statements of comprehensive income in 
those expense categories consistent with the function of the impaired asset. 
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An assessment is made at each reporting date as to whether there is any indication 
that previously recognized impairment losses may no longer exist or may have 
decreased. If such indication exists, the recoverable amount is estimated.  
A previously recognized impairment loss is reversed only if there has been a change 
in the estimates used to determine the asset’s recoverable amount since the last 
impairment loss was recognized. If that is the case, the carrying amount of the asset 
is increased to its recoverable amount. That increased amount cannot exceed the 
carrying amount that would have been determined, net of depreciation and 
amortization, had no impairment loss been recognized for the asset in prior years.  
Such reversal is recognized in the consolidated statements of comprehensive 
income. After such a reversal, the depreciation and amortization charge is adjusted 
in future periods to allocate the asset’s revised carrying amount, less any residual 
value, on a systematic basis over its remaining useful life. An impairment loss with 
respect to goodwill is not reversed. 
 
Fair Value Measurements 
The Group measures a number of financial and non-financial assets and liabilities at 
fair value at each reporting date. 
 
Fair value is the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement 
date.  The fair value measurement is based on the presumption that the transaction 
to sell the asset or transfer the liability takes place either: (a) in the principal market 
for the asset or liability; or (b) in the absence of a principal market, in the most 
advantageous market for the asset or liability. The principal or most advantageous 
market must be accessible to the Group. 
 
The fair value of an asset or liability is measured using the assumptions that market 
participants would use when pricing the asset or liability, assuming that market 
participants act in their best economic interest. 
 
The Group uses valuation techniques that are appropriate in the circumstances and 
for which sufficient data are available to measure fair value, maximizing the use of 
relevant observable inputs and minimizing the use of unobservable inputs. 
 
All assets and liabilities for which fair value is measured or disclosed in the 
consolidated financial statements are categorized within the fair value hierarchy, 
described as follows, based on the lowest level input that is significant to the fair 
value measurement as a whole: 
 
 Level 1: quoted prices (unadjusted) in active markets for identical assets or 

liabilities;  
 
 Level 2: inputs other than quoted prices included within Level 1 that are 

observable for the asset or liability, either directly or indirectly; and  
 
 Level 3: inputs for the asset or liability that are not based on observable market 

data.  
 
For assets and liabilities that are recognized in the consolidated financial statements 
on a recurring basis, the Group determines whether transfers have occurred 
between levels in the hierarchy by re-assessing the categorization at the end of each 
reporting period. 
 
For the purpose of fair value disclosures, the Group has determined classes of 
assets and liabilities on the basis of the nature, characteristics and risks of the asset 
or liability and the level of the fair value hierarchy. 
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Provisions  
Provisions are recognized when: (a) the Group has a present obligation (legal or 
constructive) as a result of past events; (b) it is probable (i.e., more likely than not) 
that an outflow of resources embodying economic benefits will be required to settle 
the obligation; and (c) a reliable estimate of the amount of the obligation can be 
made. Where some or all of the expenditure required to settle a provision is expected 
to be reimbursed by another party, the reimbursement is recognized as a separate 
asset only when it is virtually certain that reimbursement will be received. The 
amount recognized for the reimbursement shall not exceed the amount of the 
provision.  Provisions are reviewed at each reporting date and adjusted to reflect the 
current best estimate. 
 
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 the risks specific to the liability.  
Where discounting is used, the increase in the provision due to the passage of time 
is recognized as interest expense. 
 
Capital Stock and Additional Paid-in Capital 
Common shares.  Common shares are classified as equity. Incremental costs 
directly attributable to the issue of common shares are recognized as a deduction 
from equity, net of any tax effects. 
 
Redeemable Preferred Shares. Redeemable preferred shares are classified as 
equity if it is redeemable only at the Group’s option, and any dividends are 
discretionary.  Discretionary dividends thereon, if any, are entitled to participate pro-
rata in any regular dividend declared for the common shares to be paid out of the 
Group’s unrestricted retained earnings at the same rate and upon the same terms as 
declared and paid to common shareholders. 
 
Preferred shares are classified as a liability if they are redeemable on a specific date 
or at the option of the shareholders, or if dividend payments are not discretionary.  
Dividends thereon are recognized as interest expense in the consolidated 
statements of comprehensive income as accrued. 
 
A contract that will be settled by the Group by delivering a fixed number of its own 
equity instrument in exchange for a fixed amount of cash or another financial asset is 
an equity instrument. 
 
Additional Paid-in Capital.  When the shares are sold at premium, the difference 
between the proceeds and the par value is credited to the “Additional Paid-in Capital” 
account. 
 
Treasury Shares 
When share capital recognized as equity is reacquired, the amount of the 
consideration paid, which includes directly attributable costs, net of any tax effects, is 
carried at cost and recognized as a deduction from equity.  Repurchased shares are 
classified as treasury shares and are presented separately in the consolidated 
financial statements. No gain or loss is recognized on the purchase, sale or 
reissuance or cancellation of the Parent Company’s own equity instruments. When 
treasury shares are sold or reissued subsequently, the amount received is 
recognized as an increase in equity, and the resulting surplus or deficit on the 
transaction is presented in additional paid-in capital. When the shares are retired, the 
capital stock account is reduced by its par value and the excess of cost over par 
value upon retirement is debited to additional paid-in capital to the extent of the 
specific or average additional paid-in capital when the shares were issued and to 
retained earnings for the remaining balance. 
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Retained Earnings 
Retained earnings represent the cumulative balance of net income or loss, dividend 
contributions and other capital adjustments. Appropriated retained earnings 
represent the portion which is restricted and therefore not available for any dividend 
declaration. 
 
Revenue Recognition 
Policy Applicable from January 1, 2018 
 
The Group recognizes revenue from contracts with customers when control of the 
goods or services are transferred to the customer at an amount that reflects the 
consideration to which the Group expects to be entitled in exchange for those goods 
or services, excluding amounts collected on behalf of third parties.  
 
The transfer of control can occur over time or at a point in time. Revenue is 
recognized at a point in time unless one of the following criteria is met, in which case 
it is recognized over time: (a) the customer simultaneously receives and consumes 
the benefits as the Group performs its obligations; (b) the Group’s performance 
creates or enhances an asset that the customer controls as the asset is created or 
enhanced; or (c) the Group’s performance does not create an asset with an 
alternative use to the Group and the Group has an enforceable right to payment for 
performance completed to date. 
 
The Group assesses its revenue arrangements to determine if it is acting as principal 
or agent. The Group has concluded that it acts as a principal as it controls the goods 
or services before transferring to the customer. 
 
The following specific recognition criteria must also be met before revenue is 
recognized: 
 
Revenue from Sale of Goods 
Revenue is generally recognized at the point in time when control of the goods is 
transferred to the customer, which is normally upon delivery of the goods. Sales 
returns do not result to significant variable consideration and are generally 
determined based on concluded sales transactions at the end of each period. 
Payment is generally due within 30 to 60 days from delivery.  
 
Commission Income 
Commission Income is recognized at a certain percentage based on the production 
volume during the period. Payment is generally due within 30 to 60 days from invoice 
date. 
 
Policy Applicable before January 1, 2018 
 
Revenue is recognized to the extent that it is probable that the economic benefits will 
flow to the Group and the amount of revenue can be reliably measured. Revenue is 
measured at the fair value of the consideration received or receivable, taking into 
account contractually defined terms of payment and excluding taxes or duty. The 
following specific recognition criteria must also be met before revenue is recognized: 
 
Revenue from Sale of Goods 
Revenue from sale of goods in the course of ordinary activities is measured at the 
fair value of the consideration received or receivable, net of returns, trade discounts 
and volume rebates. Revenue is recognized when the significant risks and rewards 
of ownership of the goods have passed to the buyer, which is normally upon delivery, 
and the amount of revenue can be measured reliably. 
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Revenue from Other Sources 
 
Interest Income 
Interest income is recognized as the interest accrues, taking into account the 
effective yield on the asset. 
 
Commission Income 
Commission Income is recognized at a certain percentage based on the production 
volume during the period. 
 
Rent Income  
Rent income from operating leases is recognized on a straight-line basis over the 
lease term. Lease incentives granted are recognized as an integral part of the total 
rent income over the term of the lease. 
 
Other Income 
Other income is recognized when earned. 
 
Costs and Expenses 
Costs and expenses are decreases in economic benefits during the accounting 
period in the form of outflows or decrease in assets or incurrence of liabilities that 
result in decreases in equity, other than those relating to distributions to equity 
participants.  Expenses are recognized when incurred. 
 
Leases 
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 the 
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 an extension is 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), and at the date of renewal or extension period for scenario 
(b) above. 
 
Finance Lease 
Group as Lessee. Finance leases, which transfer to the Group substantially all the 
risks and rewards incidental to ownership of the leased item, are capitalized at the 
inception of the lease at the fair value of the leased property or, if lower, at the 
present value of the minimum lease payments.  Obligations arising from leased 
assets under finance lease agreement are classified in the consolidated statements 
of financial position as finance lease liabilities. 
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Lease payments are apportioned between financing charges and reduction of the 
lease liability so as to achieve a constant rate of interest on the remaining balance of 
the liability.  Financing charges are recognized in the consolidated statements of 
comprehensive income. 
 
Capitalized leased assets are depreciated over the estimated useful lives of the 
assets when there is reasonable certainty that the Group will obtain ownership by the 
end of the lease term. 
 
Operating Lease 
Group as Lessee. Leases which do not transfer to the Group substantially all the 
risks and rewards of ownership of the asset are classified as operating leases.  
Operating lease payments are recognized as an expense in the consolidated 
statements of comprehensive income on a straight-line basis over the lease term. 
Associated costs such as maintenance and insurance are expensed as incurred. 
 
Group as Lessor. Leases where the Group does not transfer substantially all the 
risks and rewards of ownership of the assets are classified as operating leases.  
Rent income from operating leases is recognized as income on a straight-line basis 
over the lease term.  Initial direct costs incurred in negotiating an operating lease are 
added to the carrying amount of the leased asset and recognized as an expense 
over the lease term on the same basis as rent income.  
 
Employee Benefits 
Short-term Employee Benefits 
Short-term employee benefits are expensed as the related service is provided.  
A liability is recognized for the amount expected to be paid if the Group has a 
present legal or constructive obligation to pay this amount as a result of past service 
provided by the employee and the obligation can be estimated reliably. 
 
Defined Benefit Retirement Plan 
A defined benefit plan is a post-employment benefit plan other than a defined 
contribution plan. The net defined benefit retirement liability or asset is the aggregate 
of the present value of the amount of future benefit that employees have earned in 
return for their service in the current and prior periods, reduced by the fair value of 
plan assets (if any). 
 
The calculation of defined benefit retirement obligation is performed annually by a 
qualified actuary using the projected unit credit method. Projected unit credit method 
reflects services rendered by employees to the date of valuation and incorporates 
assumptions concerning projected salaries of employees. Actuarial gains and losses 
are recognized in full in the period in which they occur in other comprehensive 
income. Such actuarial gains and losses are also immediately recognized in equity 
and are not reclassified to profit or loss in subsequent period. When the calculation 
results in a potential asset for the Group, the recognized asset is limited to the 
present value of economic benefits available in the form of any future refunds from 
the plan or reductions in future contributions to the plan.  To calculate the present 
value of economic benefits, consideration is given to any applicable minimum 
funding requirements. 
 
Defined benefit costs comprise the following: 
 Service costs 
 Net interest on the defined benefit retirement liability or asset 
 Remeasurements of defined benefit retirement liability or asset 
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Service costs which include current service costs, past service costs and gains or 
losses on non-routine settlements are recognized as expense in the consolidated 
statements of comprehensive income. Past service costs are recognized when plan 
amendment or curtailment occurs. These amounts are calculated periodically by 
independent qualified actuary. 
 
Remeasurements of the net defined benefit retirement liability or asset, which 
comprise actuarial gains and losses, the returns on plan assets (excluding interest) 
and the effect of the asset ceiling (if any, excluding interest), are recognized 
immediately in the other comprehensive income. Remeasurements are not 
reclassified to profit or loss in subsequent periods. The Group determines the net 
interest expense (income) on the net defined benefit obligation for the period by 
applying the discount rate used to measure the defined benefit obligation at the 
beginning of the annual period to the then net defined benefit liability (asset), taking 
into account any changes in the net defined benefit liability (asset) during the period 
as a result of contributions and benefit payments.  Net interest expense and other 
expenses related to defined benefit plans are recognized in the profit or loss. 
 
When the benefits of a plan are changed or when a plan is curtailed, the resulting 
change in benefit that related to past service or the gain or loss on curtailment is 
recognized immediately in profit or loss.  The Group recognizes gains and losses on 
the settlement of a defined benefit plan when the settlement occurs. 
 
Defined Contribution Plan   
A defined contribution plan is a post-employment plan under which the Group pays 
fixed contributions into an independent entity. The Group has no legal or constructive 
obligations to pay further contributions after payment of the fixed contribution. The 
contributions recognized in respect of defined contribution plans are expensed as 
they fall due. Liabilities and assets may be recognized if underpayment or 
prepayment has occurred and are included in current liabilities or current assets as 
they are normally of a short-term nature. 
 
Foreign Currency 
Foreign Currency Translations 
Transactions in foreign currencies are translated to the respective functional 
currencies of the Group entities at exchange rates at the dates of the transactions.  
Monetary assets and monetary liabilities denominated in foreign currencies are 
retranslated at the functional currency rate of exchange ruling at the reporting date. 
The foreign currency gain or loss on monetary items is the difference between 
amortized cost in the functional currency at the beginning of the year, adjusted for 
effective interest and payments during the year, and the amortized cost in foreign 
currency translated at the exchange rate at the reporting date. 
 
Nonmonetary assets and nonmonetary liabilities denominated in foreign currencies 
that are measured at fair value are translated to the functional currency at the 
exchange rate at the date the fair value was determined.  Nonmonetary items in 
foreign currencies that are measured in terms of historical cost are translated using 
the exchange rate at the date of the transaction. 
 
Foreign currency differences arising on translation are recognized in the 
consolidated statements of comprehensive income. 
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Foreign Operations 
The assets and liabilities of foreign operations, including goodwill and fair value 
adjustments arising on acquisition, are translated to Philippine peso at exchange 
rates at the reporting date. The income and expenses of foreign operations, 
excluding foreign operations in hyperinflationary economies, are translated to 
Philippine peso at average exchange rates for the period. 
 
Foreign currency differences are recognized in other comprehensive income and 
presented in the “Translation reserve” account in the consolidated statements of 
changes in equity.  However, if the operation is not a wholly-owned subsidiary, then 
the relevant proportionate share of the translation difference is allocated to the non-
controlling interests.  When a foreign operation is disposed of such that control, 
significant influence or joint control is lost, the cumulative amount in the translation 
reserve related to that foreign operation is reclassified to the profit or loss as part of 
the gain or loss on disposal.   
 
When the Group disposes of only part of its interest in a subsidiary that includes a 
foreign operation while retaining control, the relevant proportion of the cumulative 
amount is reattributed to non-controlling interests.  When the Group disposes of only 
part of its investment in shares of stock of an associate or joint venture that includes 
a foreign operation while retaining significant influence or joint control, the relevant 
proportion of the cumulative amount is reclassified to profit or loss. 
 
When the settlement of a monetary item receivable from or payable to a foreign 
operation is neither planned nor likely to occur in the foreseeable future, foreign 
exchange gains and losses arising from such a monetary item are considered to 
form part of a net investment in a foreign operation and are recognized in other 
comprehensive income and presented in the “Translation reserve” account in the 
consolidated statements of changes in equity. 
 
Taxes 
Current Tax. Current tax is the expected tax payable or receivable on the taxable 
income or loss for the year, using tax rates enacted or substantively enacted at the 
reporting date, and any adjustment to tax payable in respect of previous years. 
 
Current tax relating to items recognized directly in equity is recognized in equity and 
not in profit or loss. The Group periodically evaluates positions taken in the tax 
returns with respect to situations in which applicable tax regulations are subject to 
interpretations and establishes provisions where appropriate. 
 
Deferred Tax. Deferred tax is recognized using the liability method in respect of 
temporary differences between the carrying amounts of assets and liabilities for 
financial reporting purposes and the amounts used for taxation purposes.   
 
Deferred tax liabilities are recognized for all taxable temporary differences, except: 
 
 where the deferred tax liability arises from the initial recognition of goodwill or of 

an asset or liability in a transaction that is not a business combination and, at the 
time of the transaction, affects neither the accounting profit nor taxable profit or 
loss; and 

 
 with respect to taxable temporary differences associated with investments in 

shares of stock of subsidiaries where the timing of the reversal of the temporary 
differences can be controlled and it is probable that the temporary differences will 
not reverse in the foreseeable future. 
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Deferred tax assets are recognized for all deductible temporary differences, 
carryforward benefits of unused tax credits - Minimum Corporate Income Tax (MCIT) 
and unused tax losses - Net Operating Loss Carry Over (NOLCO), to the extent that 
it is probable that taxable profit will be available against which the deductible 
temporary differences, and the carryforward benefits of MCIT and NOLCO can be 
utilized, except: 
 
 where the deferred tax asset relating to the deductible temporary difference 

arises from the initial recognition of an asset or liability in a transaction that is not 
a business combination and, at the time of the transaction, affects neither the 
accounting profit nor taxable profit or loss; and 

 
 with respect to deductible temporary differences associated with investments in 

shares of stock of subsidiaries, associates and interests in joint ventures, 
deferred tax assets are recognized only to the extent that it is probable that the 
temporary differences will reverse in the foreseeable future and taxable profit will 
be available against which the temporary differences can be utilized. 

 
The carrying amount of deferred 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 tax asset to be utilized. Unrecognized 
deferred 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 tax 
asset to be recovered. 
 
The measurement of deferred tax reflects the tax consequences that would follow 
the manner in which the Group expects, at the end of the reporting period, to recover 
or settle the carrying amount of its assets and liabilities. 
 
Deferred tax assets and liabilities are measured at the tax rates that are expected to 
apply in the year 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 the reporting 
date.  
 
In determining the amount of current and deferred tax, the Group takes into account 
the impact of uncertain tax positions and whether additional taxes and interest may 
be due.  The Group believes that its accruals for tax liabilities are adequate for all 
open tax years based on its assessment of many factors, including interpretation of 
tax laws and prior experience. This assessment relies on estimates and assumptions 
and may involve a series of judgments about future events. New information may 
become available that causes the Group to change its judgment regarding the 
adequacy of existing tax liabilities; such changes to tax liabilities will impact tax 
expense in the period that such a determination is made. 
 
Current tax and deferred tax are recognized in the consolidated statements of 
comprehensive income except to the extent that it relates to a business combination, 
or items recognized directly in equity or in other comprehensive income. 
 
Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right 
exists to set off current tax assets against current tax liabilities and the deferred 
taxes relate to the same taxable entity and the same taxation authority. 
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Value-added Tax (VAT).  Revenues, expenses and assets are recognized net of the 
amount of VAT, except: 
 
 where the tax incurred on a purchase of assets or services is not recoverable 

from the taxation authority, in which case the tax is recognized as part of the cost 
of acquisition of the asset or as part of the expense item as applicable; and 

 
 receivables and payables that are stated with the amount of tax included. 
 
The net amount of tax recoverable from, or payable to, the taxation authority is 
included as part of “Prepaid expenses and other current assets”, “Income tax 
payable” and “Accounts payable and accrued expenses” accounts in the 
consolidated statements of financial position. 
 
Related Parties 
Parties are considered to be related if 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 operating decisions.  Parties are also considered to be related if 
they are subject to common control.  Related parties may be individuals or corporate 
entities.  
 
Basic and Diluted Earnings Per Common Share (EPS)  
Basic EPS is computed by dividing the net income for the period attributable to 
equity holders of the Parent Company, net of dividends on preferred shares, by the 
weighted average number of issued and outstanding common shares during the 
period, with retroactive adjustment for any stock dividends declared.   
 
Diluted EPS is computed in the same manner, adjusted for the effect of all potential 
dilutive debt or equity instruments. 
 
Operating Segments 
The reporting format of the Group’s operating segment is determined based on the 
Group’s risks and rates of return which are affected predominantly by differences in 
the products produced. The Group has a single segment which is the sale of coconut 
based products. 
 
Contingencies 
Contingent liabilities are not recognized in the consolidated financial statements.  
They are disclosed in the notes to the 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 
are disclosed in the notes to the 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 reporting date (adjusting events) are reflected in the consolidated 
financial statements. Post year-end events that are not adjusting events are 
disclosed in the notes to the consolidated financial statements when material. 
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4. Use of Judgments, Estimates and Assumptions 
 
The preparation of the consolidated financial statements in accordance with PFRS 
requires management to make judgments, estimates and assumptions that affect the 
application of accounting policies and the amounts of assets, liabilities, income and 
expenses reported in the consolidated financial statements at the reporting date.  
However, uncertainty about these judgments, estimates and assumptions could 
result in an outcome that could require a material adjustment to the carrying amount 
of the affected asset or liability in the future. 
 
Judgments and estimates 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.  Revisions are recognized in the 
period in which the judgments and estimates are revised and in any future period 
affected. 
 
Judgments 
In the process of applying the accounting policies, management has made the 
following judgments, apart from those involving estimations, which have an effect on 
the amounts recognized in the consolidated financial statements: 
 
Functional Currency. Based on the economic substance of the underlying 
circumstances relevant to the Group, the functional currency has been determined to 
be the Philippine Peso. It is the currency of the primary economic environment in 
which the Group operates. 
 
Determining whether an Arrangement Contains a Lease. The Group uses its 
judgment in determining whether an arrangement contains a lease, based on the 
substance of the arrangement at inception date and makes assessment of whether 
the arrangement is dependent on the use of a specific asset or assets, the 
arrangement conveys a right to use the asset and the arrangement transfers 
substantially all the risks and rewards incidental to ownership to the customers. 
 
Finance Lease Commitments - Group as Lessee. The Group’s management has 
made a judgment that it has substantially acquired all the risks and rewards 
incidental to the ownership of the transportation and delivery equipment.  
Accordingly, the Group accounted for the agreements as finance lease and 
recognized the transportation and delivery equipment and finance lease liabilities at 
the present value of the agreed monthly payments (Notes 10 and 23). 
 
Finance lease liabilities recognized in the consolidated statements of financial 
position amounted to P123,595 and P6,650 as at December 31, 2018 and 2017 
(Note 23).   
 
The carrying amount of delivery and transportation equipment under finance lease 
amounted to P185,753 and P12,523 as at December 31, 2018 and 2017  
(Notes 10 and 23). 
 
Operating Lease Commitments. The Group has entered into various lease 
agreements either as a lessor or a lessee.  The Group had determined that it retains 
all the significant risks and rewards of ownership of the property leased out on 
operating leases while the significant risks and rewards for property leased from third 
parties are retained by the lessors. 
 
Rent expense recognized in the consolidated statements of comprehensive income 
amounted to P35,888, P56,016 and P14,192 in 2018, 2017 and 2016, respectively 
(Notes 18,19, 20 and 23). 
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Rent income recognized in the consolidated statements of comprehensive income 
amounted to P2,636 and P1,786 in 2018 and 2017, respectively (Notes 21 and 23). 
 
Adequacy of Tax Liabilities. The Group takes into account the impact of uncertain tax 
positions and whether additional taxes and interest may be due. The Group believes 
that no accrual for tax liabilities is necessary for all open tax years based on its 
assessment of many factors, including interpretation of tax laws and prior 
experience. This assessment relies on estimates and assumptions and may involve 
a series of judgments about future events. New information may become available 
that causes the Group to change its judgment regarding the adequacy of existing tax 
liabilities; such changes to tax liabilities will impact tax expense in the period that 
such a determination is made. 
 
Classifying Financial Instruments. The Group exercises judgments in classifying a 
financial instrument, or its component parts, on initial recognition as a financial asset, 
a financial liability, or an equity instrument in accordance with the substance of the 
contractual arrangement and the definitions of a financial asset or liability. The 
substance of a financial instrument, rather than its legal form, governs its 
classification in the consolidated statements of financial position. 
 
The Group uses its judgment in determining the classification of financial assets 
based on its business model in which assets are managed and their cash flow 
characteristics. The classification and fair values of financial assets and financial 
liabilities are presented in Note 26. 
 
Classification of Redeemable Preferred Shares. Based on the features of the 
preferred shares, particularly the redemption at the option of the Group, the 
management determined that the shares are classified as equity. 
 
Contingencies. The Group, in the ordinary course of business, sets up appropriate 
provisions for its present legal or constructive obligations, if any, in accordance with 
its policies on provisions and contingencies.  In recognizing and measuring 
provisions, management takes risks and uncertainties into account. 
 
The Group has not recognized any provision as at December 31, 2018 and 2017. 
 
Estimates and Assumptions 
The key estimates and assumptions used in the consolidated financial statements 
are based upon the Group’s evaluation of relevant facts and circumstances as of the 
date of the consolidated financial statements.  Actual results could differ from such 
estimates. 
 
Assessment of ECL on Trade and Other Receivables (Upon Adoption of PFRS 9) 
The Group, in applying the simplified approach in the computation of ECL, initially 
uses a provision matrix based on historical default rates for trade receivables for at 
least two years. The Group also uses appropriate groupings if its historical credit loss 
experience shows significantly different loss patterns for different customers. The 
Group then adjusts the historical credit loss experience with forward-looking 
information on the basis of current observable data affecting each customer to reflect 
the effects of current and forecasted economic conditions. 
 
The Group has assessed that the forward-looking default rate component of its ECL 
on trade receivables is not material because substantial amount of trade receivables 
are normally collected within one year. Moreover, based on management’s 
assessment, current conditions and forward-looking information does not indicate a 
significant increase in credit risk exposure of the Group from its trade and other 
receivables. 
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Trade receivables written-off during the year amounted to P726 in 2018 (Notes 6  
and 20). No allowance for impairment losses on trade receivables were recognized 
as at December 31, 2018. The carrying amount of trade receivables amounted to 
P585,057 as at December 31, 2018 (Note 6). 
 
Assessment of ECL on Other Financial Assets at Amortized Cost (Upon Adoption of 
PFRS 9). The Group determines the allowance for ECL using general approach 
based on the probability-weighted estimate of the present value of all cash shortfalls 
over the expected life of financial assets at amortized cost. ECL is provided for credit 
losses that result from possible default events within the next 12 months unless there 
has been a significant increase in credit risk since initial recognition in which case 
ECL is provided based on lifetime ECL. 
 
When determining if there has been a significant increase in credit risk, the Group 
considers reasonable and supportable information that is available without undue 
cost or effort and that is relevant for the particular financial instrument being 
assessed such as, but not limited to, the following factors: 
 
 actual or expected external and internal credit rating downgrade;  
 
 existing or forecasted adverse changes in business, financial or economic 

conditions; and  
 
 actual or expected significant adverse changes in the operating results of the 

borrower. 
 
The Group also considers financial assets at day one to be the latest point at which 
lifetime ECL should be recognized unless it can demonstrate that this does not 
represent a significant risk in credit risk such as when non-payment was an 
administrative oversight rather than resulting from financial difficulty of the borrower. 
 
The Group has assessed that the ECL on other financial assets at amortized cost is 
not material because the transactions with respect to these financial assets were 
entered into by the Group only with reputable banks and companies with good credit 
standing and relatively low risk of defaults. Accordingly, no additional provision for 
ECL on other financial assets at amortized cost was recognized in 2018. The 
carrying amounts of other financial assets at amortized cost are as follows: 
 
 Note 2018 

Other Financial Assets at Amortized Cost    
Cash and cash equivalents (excluding cash on hand) 5, 25, 26 P256,385 
Other receivables (included under “Trade and other 
receivables” account) 6, 25 ,26 19,756 

Other noncurrent assets 25, 26 19,524 

 
Allowance for Impairment Losses on Trade and Other Receivables (Prior to the 
Adoption of PFRS 9). Provisions are made for specific and groups of accounts, 
where objective evidence of impairment exists. The Group evaluates these accounts 
on the basis of factors that affect the collectability of the accounts. These factors 
include, but are not limited to, the length of the Group’s relationship with the 
counterparties, the current credit status based on third party credit reports and 
known market forces, average age of accounts, collection experience and historical 
loss experience. The amount and timing of the recorded expenses for any period 
would differ if the Group made different judgments or utilized different 
methodologies. An increase in the allowance for impairment losses would increase 
the recorded costs and expenses and decrease current and noncurrent assets. 
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The carrying amount of trade and other receivables amounted to P742,861 as at 
December 31, 2017 (Note 6). 
 
Write-down of Inventory. The Group writes-down the cost of inventory to net 
realizable value whenever net realizable value becomes lower than cost due to 
damage, physical deterioration, obsolescence, changes in price levels or other 
causes.   
 
Estimates of net realizable value are based on the most reliable evidence available 
at the time the estimates are made of the amount the inventories are expected to be 
realized.  These estimates take into consideration fluctuations of price or cost directly 
relating to events occurring after the reporting date to the extent that such events 
confirm conditions existing at the reporting date.  
 
Inventories directly written-off amounted to P98,200 in 2018. Based on assessment 
made by management, no provision for impairment losses is required to be 
recognized as at December 31, 2018 and 2017.  
 
The carrying amount of inventories amounted to P1,194,078 and P1,323,096 as at 
December 31, 2018 and 2017, respectively (Note 7). 
 
Fair Value Measurements. A number of the Group’s accounting policies and 
disclosures require the measurement of fair values for both financial and  
non-financial assets and liabilities. 
 
The Group has an established control framework with respect to the measurement of 
fair values. Management has the overall responsibility for overseeing all significant 
fair value measurements, including Level 3 fair values. Management regularly 
reviews significant unobservable inputs and valuation adjustments. If third party 
information is used to measure fair values, then the valuation team assesses the 
evidence obtained to support the conclusion that such valuations meet the 
requirements of PFRS, including the level in the fair value hierarchy in which such 
valuations should be classified. 
 
The Group uses market observable data when measuring the fair value of an asset 
or liability. Fair values are categorized into different levels in a fair value hierarchy 
based on the inputs used in the valuation techniques (Note 3). 
 
If the inputs used to measure the fair value of an asset or a liability can be 
categorized in different levels of the fair value hierarchy, then the fair value 
measurement is categorized in its entirety in the same level of the fair value 
hierarchy based on the lowest level input that is significant to the entire 
measurement. 
 
The Group recognizes transfers between levels of the fair value hierarchy at the end 
of the reporting period during which the change has occurred. 
 
The methods and assumptions used to estimate the fair values for both financial and 
non-financial assets and liabilities are discussed in Notes 6, 7, 8, 9, 11, 12, 13, 14, 
25 and 26. 
 
Estimated 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 update d if expectations differ 
from previous estimates due to physical wear and tear, technical or commercial 
obsolescence and legal or other limits on the use of the assets. 
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In addition, estimation of the useful lives of property, plant and equipment is based 
on collective assessment of industry practice, internal technical evaluation and 
experience with similar assets.  It is possible, however, that future financial 
performance 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.  
A reduction in the estimated useful lives of property, plant and equipment would 
increase the recorded cost of sales, selling and general and administrative expenses 
and decrease noncurrent assets. 
 
In 2017, the Parent Company conducted an operational review of its property, plant 
and equipment which resulted in changes in the expected remaining useful lives of 
these assets. The effect of these changes on actual and expected depreciation 
expense, before tax, was as follows. 
 

Year  

2017 (P32,001) 
2018 (28,418) 
2019 (8,418) 
2020 (7,647) 
2021 (8,832) 
Later 85,316 

 
Property, plant and equipment, net of accumulated depreciation, amounted to 
P3,070,470 and P2,718,039 as at December 31, 2018 and 2017, respectively. 
Accumulated depreciation and amortization of property, plant and equipment 
amounted to P585,807 and P390,433 as at December 31, 2018 and 2017, 
respectively (Note 10). 
 
Acquisition Accounting. At the time of acquisition, the Group considers whether the 
acquisition represents an acquisition of a business or a group of assets. The Group 
accounts for an acquisition as a business combination if it acquires an integrated set 
of business processes in addition to the group of assets acquired. The consideration 
is made to the extent that the significant business processes are acquired and the 
additional services to be provided.  
 
In 2017, the Group accounts for acquired businesses using the acquisition method of 
accounting which requires that the assets acquired and the liabilities assumed are 
recognized at the date of acquisition based on their respective fair values. 
 
The application of the acquisition method requires certain estimates and 
assumptions concerning the determination of the fair values of acquired assets as 
well as liabilities assumed, at the acquisition date.  Moreover, the useful lives of the 
acquired intangible assets and property, plant and equipment have to be determined.  
 
In 2016, the acquisition of the assets qualifies as an acquisition of business because 
the Group acquired the property and equipment, business processes, human 
resources, technology and other intellectual property used by the predecessor 
entities which have been in operation. The entities are in the business of 
manufacturing, buying, selling and processing of coconut and other related products. 
 
With the acquisition, it enable to consolidate all its coconut-based business into the 
Group by integrating these inputs and processes to the Group. The acquisition is 
also expected to provide the Group with an increase share in the coconut industry 
through expansion of its operations globally. 
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The carrying amount of goodwill arising from business combinations amounted to 
P1,225,959 and P1,216,840 as at December 31, 2018 and 2017, respectively  
(Note 11). 
 
Estimated Useful Life of Intangible Asset. The useful life of intangible asset is 
assessed at the individual asset level as having either a finite or indefinite life. 
Intangible asset is regarded to have an indefinite useful life when, based on analysis 
of all of the relevant factors, there is no foreseeable limit to the period over which the 
asset is expected to generate net cash inflows for the Group. 
 
Intangible assets with indefinite useful life amounted to P447,344 as at  
December 31, 2018 and 2017 (Notes 11 and 15). 
 
Impairment of Goodwill and Other Intangible Assets with Indefinite Useful Lives.  
The Group determines whether goodwill and other intangible assets are impaired at 
least annually.  This requires the estimation of value in use of the cash-generating 
units to which the goodwill is allocated and the value in use of other intangible 
assets.  Estimating value in use requires management to make an estimate of the 
expected future cash flows from other intangible assets and to choose a suitable 
discount rate to calculate the present value of those cash flows. 
 
No impairment loss was recognized on goodwill and other intangible assets in 2018 
and 2017. 
 
The carrying amount of goodwill and other intangible assets amounted to P1,673,303 
and P1,664,184 as at December 31, 2018 and 2017, respectively (Note 11). 
 
Impairment of Non-financial Assets.  PFRS requires that an impairment review be 
performed on property, plant and equipment when events or changes in 
circumstances indicate that the carrying amount may not be recoverable. 
Determining the recoverable amounts of these assets requires the estimation of cash 
flows expected to be generated from the continued use and ultimate disposition of 
such assets. While it is believed that the assumptions used in the estimation of fair 
values reflected in the consolidated financial statements are appropriate and 
reasonable, significant changes in these assumptions may materially affect the 
assessment of recoverable amounts and any resulting impairment loss could have a 
material adverse impact on the financial performance. 
 
No impairment loss on property, plant and equipment was recognized in 2018 and 
2017 as management believes, based on its assessment, that the carrying amount of 
its property, plant and equipment is fully recoverable. 
 
The carrying amount of property, plant and equipment amounted to P3,070,470 and 
P2,718,039 as at December 31, 2018 and 2017 respectively (Note 10). 
 
Present Value of Defined Benefit Retirement Obligation.  The present value of the 
defined benefit retirement obligation depends on a number of factors that are 
determined on an actuarial basis using a number of assumptions. These 
assumptions are described in Note 24 to the consolidated financial statements and 
include discount rate and salary increase rate.   
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The Group determines the appropriate discount rate at the end of each reporting 
period. It is the interest rate that should be used to determine the present value of 
estimated future cash outflows expected to be required to settle the retirement 
obligations.  In determining the appropriate discount rate, the Group considers the 
interest rates on government bonds that are denominated in the currency in which 
the benefits will be paid.  The terms to maturity of these bonds should approximate 
the terms of the related retirement obligation. 
 
Other key assumptions for the defined benefit retirement obligation are based in part 
on current market conditions. 
 
While it is believed that the assumptions of the Group are reasonable and 
appropriate, significant differences in actual experience or significant changes in 
assumptions may materially affect the defined benefit retirement obligation of the 
Group. 
 
The present value of defined benefit retirement obligation amounted to P29,994 and 
P21,973 as at December 31, 2018 and 2017, respectively (Note 24). 
 
Realizability of Deferred Tax Assets. The Group reviews its deferred tax assets at 
each reporting date and reduces the carrying amount to the extent that it is no longer 
probable that sufficient taxable profit will be available to allow all or part of the 
deferred tax assets to be utilized. The Group’s assessment on the recognition of 
deferred tax assets on deductible temporary differences and carryforward benefits is 
based on the projected taxable income in the following periods (Note 16). 
 
Deferred tax assets amounted to P27,566 as at December 31, 2018 (Note 16). 
 
 

5. Cash and Cash Equivalents 
 
This account consists of: 
 
 Note 2018 2017 

Cash on hand   P726 P589 
Cash in banks  252,276 273,880 
Short-term investments  4,109 164,791 

 25, 26 P257,111 P439,260 

 
Cash in banks earn interest at the respective bank deposit rates. The Group’s cash 
in banks earned interest income amounting to P617, P730 and P918 in 2018, 2017 
and 2016, respectively. 
 
Short-term investments are interest-bearing time deposits with banks, with original 
maturities not exceeding three months and with interest rates ranging from 2.4% to 
2.5% in 2018 and 0.50% to 2.00% in 2017, and are carried at cost which 
approximates fair value. The Group’s short-term investments earned interest income 
amounting to P3,245 and P1,352 in 2018 and 2017, respectively. 
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6. Trade and Other Receivables  
 
This account consists of: 
 
 Note 2018 2017 

Trade receivables  P585,057 P707,574 
Other receivables  30,930 35,287 

 25, 26 P615,987 P742,861 

 
Trade receivables are non-interest bearing and are generally on a 30 to 60-day term.   
 
Other receivables include advances to employees for medical insurance which are 
collected through salary deductions, and other advances for official business use. 
 
No allowance for impairment losses on trade and other receivables is recognized as 
management believes that the receivables are fully recoverable at their carrying 
amounts (Note 25). 
 
Trade and other receivables written-off during the year amounted to P726 and P225 
in 2018 and 2017, respectively (Note 20). 
 
Certain receivables were assigned with recourse to secure the bank loans amounting 
to P601,363 and P551,353 as at December 31, 2018 and 2017, respectively  
(Note 12).  
 
The Group recognized sales from different geographical locations: 
 
 2018 2017 2016 

Philippines P2,999,334 P2,947,427 P3,564,718 
USA 2,354,877 2,175,867 -     
Australia 527,134 670,178 -     

 P5,881,345 P5,793,472 P3,564,718 

 
 

7. Inventories 
 
This account consists of: 
 
  2018 2017 

At cost:    
Finished goods  P773,421 P1,010,874 
Packing materials and supplies  311,562 240,637 
Raw materials  80,110 45,153 
Inventories in-transit  27,210 25,200 
By-product  1,775 1,232 

  P1,194,078 P1,323,096 

 
The cost of inventories approximates its net realizable value as at December 31, 
2018 and 2017. Inventories directly written-off amounted to P98,200 in 2018. 
 
Inventories charged to cost of sales amounted to P3,997,353 and P4,163,400 in 
2018 and 2017, respectively (Note 18). 
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8. Prepaid Expenses and Other Current Assets 
 
This account consists of: 
 
  2018 2017 

Input VAT - net  P367,052 P298,247 
Advances to suppliers  61,486 57,487 
Prepaid expenses  49,525 28,788 

  P478,063 P384,522 

 
Input VAT represents taxes paid on purchases of goods and services. 
 
Advances to suppliers pertain to advances for purchased tools, spare parts and 
packaging materials. 
 
Prepaid expenses consist of dues and subscriptions, insurance, rent, taxes and other 
prepayments. 
 
 

9. Investment in Bonds 
 
Investment in bonds mainly represents United States dollar denominated Republic of 
the Philippine (ROP) bonds with annual interest rates ranging from 5% to 9.5%, 
maturing in various dates from 2030 to 2034. 
 
Interest income on investment in bonds, included as part of “Interest income” 
account in the consolidated statements of comprehensive income amounted to 
P8,411 in 2018. 
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10. Property, Plant and Equipment 
 
Property, plant and equipment consist of: 
 

   
Site 

Improvements Buildings Machinery 

Delivery and 
Transportation 

Equipment 

Office 
Furniture and 

Equipment 
Tools and 

Water System 
Construction 

in-Progress Total 

Cost      
    January 1, 2017  P51,573 P375,309 P1,399,945 P72,857 P38,679 P1,398 P220,607 P2,160,368 

Acquisitions  83,549 112,781 71,172 494 2,462 -     4,514 274,972 
Additions  1,050 111,955 230,707 13,756 14,551 1,528 298,895 672,442 
Disposals  -     -     -     (1,339) -     -     -     (1,339) 
Reclassification  -     -     4,513 -     -     -     (4,513) -     
Cumulative translation adjustments  353 731 895 -     50 -     -     2,029 

December 31, 2017  136,525 600,776 1,707,232 85,768 55,742 2,926 519,503 3,108,472 
Additions  5,411 52,553 296,430 14,513 7,756 1,029 199,505 577,197 
Disposals  -     (1,079) (53,128) -     (228) -     -     (54,435) 
Reclassification  4,648 45,561 180,608 13,748 2,182 610 (247,357) -     
Cumulative translation adjustments  4,453 9,220 11,129 -     241 -     -     25,043 

December 31, 2018  151,037 707,031 2,142,271 114,029 65,693 4,565 471,651 3,656,277 

Accumulated Depreciation and 
Amortization          

January 1, 2017  3,264 14,315 161,478 11,977 6,297 127 -     197,458 
Depreciation and amortization  2,473 25,741 124,850 15,918 22,948 1,294 -     193,224 
Disposals  -     -     -     (895) -     -     -     (895) 
Cumulative translation adjustments  -     174 442 -     30 -     -     646 

December 31, 2017  5,737 40,230 286,770 27,000 29,275 1,421 -     390,433 
Depreciation and amortization  1,953 20,339 134,511 20,609 21,103 1,645 -     200,160 
Disposals  -     (126) (16,059) -     (135) -     -     (16,320) 
Cumulative translation adjustments  -     3,824 7,587 -     123 -     -     11,534 

December 31, 2018  7,690 64,267 412,809 47,609 50,366 3,066 -     585,807 

Carrying Amount          

December 31, 2017  P130,788 P560,546 P1,420,462 P58,768 P26,467 P1,505 P519,503 P2,718,039 

December 31, 2018  P143,347 P642,764 P1,729,462 P66,420 P15,327 P1,499 P471,651 P3,070,470 
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In 2018, the Group disposed of certain machineries with a carrying amount of 
P38,115. As a result of the disposal, the Group recognized a gain amounting to 
P16,312. 
 
In 2017, the Group disposed of delivery and transportation equipment with a carrying 
amount of P444. As a result of the disposal, the Group recognized a gain amounting 
to P169. 
 
The gain on disposal of property plant, equipment in 2018 and 2017 were presented 
as part of “Other income - net” account in the consolidated statements of 
comprehensive income (Note 21). 
 
The carrying amount of delivery and transportation equipment under finance lease 
amounted to P185,753 and P12,523 as at December 31, 2018 and 2017, 
respectively (Note 23). 
 
Depreciation and amortization are distributed as follows: 
 
 Note 2018 2017 

Cost of sales 18 P175,422 P168,359 
General and administrative expenses 20 24,738 24,865 

  P200,160 P193,224 

 
 

11. Goodwill and Other Intangible Assets 
 
This account consists of: 
 
  2018 2017 

Goodwill  P1,225,959 P1,216,840 
Other intangible assets  447,344 447,344 

  P1,673,303 P1,664,184 

 
The movements in goodwill are as follows: 
 
  2018 2017 

Balance at beginning of year  P1,216,840 P608,002 
Additions  -     597,091 
Cumulative translation adjustment  9,119 11,747 

  P1,225,959 P1,216,840 

 
In 2016, the Parent Company and Fiesta Brands, Inc. (FBI), Fresh Fruit Ingredients, 
Inc. (FFII), Muenster Ingredients Mfg. Inc. (MIMI) and Coco Derivatives Inc. (CDI) 
entered into agreements for the following: (i) purchase by the Parent Company of 
property and equipment; and (ii) assignment of trademarks, brand names, logos and 
other devices to the Parent Company. The consideration which amounted to 
P2,164,810, includes an additional consideration based on certain percentage of 
gross sales covering the periods 2018 to 2033.  
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The purchase of the assets used in the business of FBI, FFII, MIMI and CDI qualify 
as an acquisition of a business in accordance with PFRS 3. The acquired business 
assets provided the Parent Company with inputs and processes which enabled the 
Parent Company to generate returns.  The acquisition will expand the Parent 
Company’s product offerings and is expected to further strengthen its potential as it 
taps new sources of growth, thereby ensuring long-term value to the Parent 
Company’s stockholders. 
 
The following summarizes the recognized amounts of assets acquired at the 
acquisition date: 
 
Assets   2016 

Property and equipment   P1,109,464 
Other intangible assets   447,344 

Total Identifiable Assets at Fair Value   P1,556,808 

 
Other intangible assets consist of trademarks, brand names, logos and other 
intellectual properties. 
 
Goodwill was recognized as a result of the acquisition as follows: 
 
  2016 

Total consideration  P2,164,810 
Total identifiable assets at fair value  (1,556,808) 

Goodwill  P608,002 

 
On June 19, 2017, the Parent Company entered into a Share Transfer Agreement 
with AMDG International Holdings Pte. Ltd. (AMDG) for the acquisition of 100% 
equity interests in APH1 and APH2 in exchange for the issuance of 170,000,000 new 
shares of the Parent Company which form part of total consideration of P970,000 
and direct attributable cost amounting to P2,904 (Note 17).  
 
The acquisition by the Parent Company of APH1 and APH2 aims to achieve high 
growth potential in domestic and international market including United States of 
America (USA) and Australia through RVF and FIA.  AMDG agreed to the transfer of 
beneficial and economic ownership interests in APH1 and APH2 in favor of the 
Parent Company, and consequently, together with the equity ownership interests in 
both RVF and FIA as at the agreed starting control date of January 1, 2017. 
 
APH1 holds 100% equity investment in RVF which is a manufacturer and distributor 
of imported coconut products, including desiccated coconut, coconut milk powder, 
coconut cream and coconut oil. RVF sells the coconut products as such or utilizes 
them in the production of sweetened or toasted coconut flake. RVF was incorporated 
in New Jersey, USA in 1992. 
 
APH2 holds 100% equity investment in FIA which is a distributor of imported coconut 
products, including desiccated coconut, coconut milk powder, coconut cream, 
toasted coconut, reduced fat coconut and coconut water. FIA was incorporated in 
Victoria, Australia in 2004. 
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The following summarizes the recognized amounts of assets acquired and liabilities 
assumed at the acquisition date: 
 
a) APH1 
 

  Note 2017 

Assets    
Cash   P20 
Trade and other receivables   169,343 
Inventories   483,703 
Prepaid expenses and other current assets   180 
Property and equipment  10 274,362 
Deferred tax assets   17,174 
Other noncurrent assets   1,009 

Liabilities    
Accounts payable and accrued expenses  (187,523) 
Loans payable   (216,001) 
Income tax payable   (45,636) 
Deferred tax liabilities   (27,783) 
Long-term debt   (105,738) 

Total Identifiable Assets at Fair Value  P363,110 

 
b) APH2 
 

  Note 2017 

Assets    
Cash   P11,429 
Trade and other receivables   67,682 
Inventories   43,567 
Prepaid expenses and other current assets  1,404 
Property and equipment  10 610 

Liabilities    
Accounts payable and accrued expenses  (42,573) 
Other current liabilities   (105) 
Other noncurrent liabilities   (69,311) 

Total Identifiable Assets at Fair Value  P12,703 

 
Goodwill was recognized as a result of the acquisition as follows: 
 
 APH1 APH2 Total 

Total consideration P852,545 P120,359 P972,904 
Total identifiable assets at fair value 363,110 12,703 375,813 

Goodwill P489,435 P107,656 P597,091 

 
The recoverable amount of goodwill has been determined based on a valuation 
using cash flow projections (value in use) covering a five-year period based on long 
range plans approved by management.  Cash flows beyond the five-year period are 
extrapolated using a determined constant growth rate to arrive at its terminal value.  
The 3% growth rate used is consistent with the long-term average growth rate for the 
industry.  The discount rates applied to after tax cash flow projection range from 
5.03% to 9.95% and 4.04% to 8% in 2018 and 2017, respectively. The recoverable 
amount of goodwill has been categorized as Level 3 in the fair value hierarchy based 
on the inputs used in the valuation technique. 
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No impairment loss was recognized in 2018 and 2017. 
 
The recoverable amount of other intangibles assets has been determined based on a 
valuation using cash flow projections (value in use) covering a five-year period based 
on long range plans approved by management. Cash flows beyond the five-year 
period are extrapolated using a determined constant growth rate to arrive at its 
terminal value.  The 3% growth rate used is consistent with the long-term average 
growth rate for the industry. The discount rates applied to after tax cash flow 
projection range from 5.03% to 9.95% and 4.04% to 8% in 2018 and 2017, 
respectively. The recoverable amount of other intangible assets has been 
categorized as Level 3 in the fair value hierarchy based on the inputs used in the 
valuation technique. 
 
No impairment loss was recognized in 2018 and 2017. 
 
Management believes that any reasonably possible change in the key assumptions 
on which the recoverable amount is based would not cause its carrying amount to 
exceed its recoverable amount. 
 
The calculations of value in use are most sensitive to the following assumptions: 
 
 Gross Margins. Gross margins are based on average values achieved in the 

period immediately before the budget period. These are increases over the 
budget period for anticipated efficiency improvements. Values assigned to key 
assumptions reflect past experience, except for efficiency improvement. 

 
 Discount Rates. The Group uses the weighted-average cost of capital as the 

discount rate, which reflects management’s estimate of the risk specific to each 
unit. This is the benchmark used by management to assess operating 
performance and to evaluate future investment proposals. 

 
 

12. Loans Payable 
 
This account consists of  
 
 Note 2018 2017 

Current:    
a) Interest from 2.5% to 4.6% and 

2.0% to 3.375% in 2018 and 
2017, respectively  P730,525 P1,086,147 

b) Interest based on LIBOR rate 
plus 2.25%  235,073 216,260 

  965,598 1,302,407 
Noncurrent:    

c) Interest at 2.5% payable every 
quarter  5,153 11,384 

 25, 26 P970,751 P1,313,791 

 
a) Loans availed by the Parent Company from various banks to finance the working 

capital requirements. These loans bear interest rates ranging from 2.5% to 4.6% 
and 2.0% to 3.375% in 2018 and 2017, respectively. The loans are generally on 
a one to six-month term. Certain receivables were assigned with recourse to 
secure the bank loans (Note 6). 
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b) RVF’s revolving line of credit with a maximum borrowing limit of P236,610  
($4.5 million).  Interest is payable monthly at one-month LIBOR rate plus 2.25%. 
The loan is secured by all assets of RVF and is subject to a subordination 
agreement.  The line of credit matures on May 31, 2018. In 2018, RVF renewed 
the line of credit and extended its maturity to May 29, 2019.  
 
RVF’s capital expenditure line of credit with a maximum borrowing limit of 
P15,774 ($300).  Interest is payable monthly at one-month LIBOR rate plus 
2.25%.  The line of credit matures on May 29, 2019.  
 

c) Other loans amounting to P5,153 and P11,384 as at December 31, 2018 and 
2017, respectively, were obtained from third party creditors which bears an 
annual interest rate of 2.5% payable every quarter. 
 

Interest expense on loans payable, included as part of “Interest expense and other 
financing charges” account in the consolidated statements of comprehensive income 
amounted to P35,956, P45,911 and P24,959 in 2018, 2017 and 2016, respectively. 
 
 

13. Accounts Payable and Accrued Expenses 
 
This account consists of: 
 
 Note 2018 2017 

Trade payables  P193,179 P266,011 
Nontrade payables  1,027 16,269 
Accrued expenses:    

Freight charges  61,957 36,878 
Salaries, wages and employee benefits  33,162 36,734 
Utilities  17,398 -     
Rent 23 7,658 7,658 
Toll  4,078 -     
Others  5,645 6,367 

Customer deposits  10,957 24,442 
Interest payable 12, 14 3,886 4,627 
Government payables  3,586 5,932 
Others  9,520 593 

 25, 26 P352,053 P405,511 

 
Trade payables are generally on a 30 to 60-day term. 
 
Nontrade payables consist of payables for utilities and contracted jobs. 
 
Customer deposits represent advances made by customers. 
 
 

14. Long-term Debt 
 
This account consists of RVF’s term loan agreement in December 2013 for a total 
maximum borrowing of $2.9 million, secured by all real and personal property of 
RVF. The funds were utilized to refinance the purchase of RVF’s real and personal 
property. Interest is payable monthly at one-month LIBOR rate plus 2.25%. Monthly 
payments of fixed principal of $16 plus interest are due with a balloon payment upon 
maturity in December 2018.   
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In 2018, RVF has worked with the lender to extend the maturity date to December 
2028 at a rate of interest equal to 4.88% per annum.  Monthly payments of fixed 
principal of $16 plus interest are due starting January 15, 2019. 
 
Interest expense on long-term debt, included as part of “Interest expense and other 
financing charges” account in the consolidated statements of comprehensive income 
amounted to P14,606 and P11,586 in 2018 and 2017, respectively. 
 
 

15. Other Current and Noncurrent Liabilities 
 
In 2016, the Parent Company and FBI, FFII, MIMI and CDI (“Selling Shareholders”) 
entered into agreements for the purchase of property and equipment for a total 
consideration of P1,109,464 (including input VAT).  The agreement also covers the 
assignment of trademarks, brand names, logos and other devices (collectively as 
“Intangible assets”) amounting to P650,000 over the period of three years with 
present value amounting to P608,002 as of acquisition date, which may extend to a 
total of five years by mutual agreement of both parties. The Parent Company has 
agreed to pay the Selling Shareholders an additional consideration based on a 
certain percentage of gross sales from 2018 to 2033. The Parent Company has 
included a contingent consideration amounting to P447,344 which represents its fair 
value at the date of acquisition.  
 
In case of delay of payment, the Parent Company is required to pay 2% interest per 
month until fully paid plus 10% penalty charge. The Parent Company recognized 
interest and penalties amounting to P96,169 and P28,600 in 2018 and 2017, 
respectively, and were included as part of “Interest expense and other financing 
charges” account in the consolidated statements of comprehensive income. 
 
The resulting liabilities are presented as part of “Other current liabilities” amounting 
to P421,288 and as part of “Other noncurrent liabilities” amounting to P661,059 in 
the consolidated statement of financial position as at December 31, 2017. 
 
On December 20, 2018, the Parent Company and the Selling Shareholders entered 
into a Settlement Agreement wherein the Parent Company shall fully disengage from 
the Selling Shareholders by way of a simple lump-sum settlement in the amount of 
P1,350,000 (“Settlement Amount”), representing full and final settlement of all the 
fixed and variable considerations, interest and other incidental charges, so that the 
Parent Company can take full advantage of the ownership and use of the Intangible 
assets moving forward without future charges, payments, or similar obligations to the 
Selling Shareholders.  The Settlement Amount was recognized and recorded in the 
books as part of “Other current liabilities” account in the consolidated statement of 
financial position as at December 31, 2018 and resulted in the recognition of a “Loss 
on early retirement of debt” in the 2018 consolidated statement of comprehensive 
income. 
 
Other noncurrent liabilities includes advances from stockholders and rental deposit 
amounting to P55,617 and P53,164 in 2018 and 2017, respectively. 
 
 

16. Income Taxes 
 
The Parent Company was registered with the Board of Investments (BOI) on  
March 9, 2011 under Article 39(a) of Executive Order No. 226 as amended by  
R.A. 7918 and is entitled to an Income Tax Holiday (ITH) for a period of six years 
from March 9, 2011 to March 8, 2017. On June 1, 2016, BOI granted the Parent 
Company an extension of the ITH entitlement for a period of four years. 
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The components of income tax expense are as follows:  
 
 2018 2017 2016 

Current  P115,942 P57,854 P45,855 
Deferred (47,695) (6,397) 195 

 P68,247 P51,457 P46,050 

 
The reconciliation between the statutory income tax expense on income before 
income tax and the Group’s effective income tax expense is as follows: 
 
 2018 2017 2016 

Income before income tax P433,066 P582,207 P513,521 

Income tax expense computed at 
statutory tax rate P140,892 P152,278 154,056 

Additions to (reductions in) income 
tax resulting from:    
Income subject to income tax 

holiday (112,629)  (102,190) (101,872) 
Documentary stamp tax 

recognized directly to equity -     (4,483) (6,019) 
Interest income subject to final tax (2,620) (428) (209) 
Nondeductible expenses 39,179 3,865 94 

Others 3,425 2,415 -     

 P68,247 P51,457 P46,050 

 
The Group has deferred tax assets (liabilities) as at December 31, 2018 and 2017 in 
respect of the following items: 
 

2018 
Balance at 
January 1 

Recognized in 
Profit or Loss 

Recognized  
in Other 

Comprehensive 
Income Others 

Balance at  
December 31 

Inventory P9,697 P   -     P   -     P   -     P9,697 
Retirement liability 5,788 2,852 -     -     8,640 
Unrealized foreign exchange gain (2,038) 8,408 -     -     6,370 
Loss on early retirement of debt -     36,435 -     -     36,435 
Depreciation (17,918) -     -     -     (17,918) 
Remeasurement gain on defined 

benefit retirement obligation (788) -     (1,532) -     (2,320) 
Translation reserve (4,225) -     (8,676) (437) (13,338) 

Net deferred tax assets (liability) (P9,484) P47,695 (P10,208) (P437) P27,566 

 

2017 
Balance at 
January 1 

Recognized in 
Profit or Loss 

Recognized  
in Other 

Comprehensive 
Income 

Balance at  
December 31 

Inventory P7,245 P2,452 P   -     P9,697 
Retirement liability -     5,788 -     5,788 
Unrealized foreign exchange gain (195) (1,843) -     (2,038) 
Depreciation (17,918) -     -     (17,918) 
Remeasurement gain on defined 

benefit retirement obligation -     -     (788) (788) 
Translation reserve -     -     (4,225) (4,225) 

Net deferred tax liability (P10,868) P6,397 (P5,013) (P9,484) 
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17. Equity 
 
a. Amendments to the Articles of Incorporation and By-Laws 

 
On September 30, 2015, the BOD and Stockholders of the Parent Company 
approved the following amendments to the Articles of Incorporation: (a) include 
the manufacturing of other agricultural products including the development of 
agricultural plantations in the Parent Company’s primary purpose; and  
(b) increase the authorized capital stock of the Parent Company from P5 million 
divided into 10,000 shares with a par value of P500.00 per share to P5 billion 
divided into 5 billion shares with a par value of P1.00 per share. On February 29, 
2016, the SEC approved the application for the amendment of Articles of 
Incorporation of the Parent Company. 
 
On December 1, 2016, the BOD and Stockholders of the Parent Company 
approved the conversion of P1 billion out of the Parent Company’s authorized 
capital stock of P5 billion into redeemable preferred shares. The authorized 
capital stock of the Parent Company amounting to P5 billion is divided into  
4 billion common shares with a par value of P1.00 per share and P1 billion 
redeemable preferred shares with a par value of P1.00 per share. The SEC 
approved the Amended Articles of Incorporation on February 8, 2017. 
 
On July 12, 2017, the SEC approved the amendment of Article Second (B) (a) of 
the Articles of Incorporation to own, acquire, lease, sub-lease and/or operate 
manufacturing facilities, buildings, and other properties, provide consultancy and 
management services in food processing, render technical and professional 
services to other companies, conduct training, lectures, seminars and other 
educational course related to but not limited to coconut and food manufacturing, 
quality control, technician and production operations both in the Philippines and 
abroad. The amendment was approved by the BOD on April 5, 2017. 
 
On July 26, 2017, the BOD and Stockholders of the Parent Company approved 
the amendment of Article 7(f) of the Articles of Incorporation that the corporation 
shall have the option to redeem the Redeemable Preferred Shares if approved 
by the BOD and the redemption shall be pursuant to a written redemption 
agreement executed by the corporation and the relevant holder of the 
Redeemable Preferred Shares. In no case shall the redemption price of the 
actual number of Redeemable Preferred Shares to be redeemed be less than the 
cost of such shares plus an 8% yield. The SEC approved the Amended Articles 
of Incorporation on August 11, 2017. 
 

b. Common Stock 
 
Of the total increase in authorized capital stock, the Parent Company issued  
105 million and 1,895 million common shares by way of stock dividend 
declaration and additional subscriptions by the stockholders, respectively, in 
2016. Documentary stamp tax related to the issuance of the shares and other 
attributable costs amounted to P9.9 million and P10.09 million, respectively. 
 
In 2017, the Parent Company issued 400 million shares, of which 170 million 
shares were exchanged for the acquisition of APH1 and APH2.  
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The movements in the number of issued and outstanding shares of common 
stock are as follows: 
 

 Note 2018 2017 2016 

Issued shares at beginning 
of year  2,400,000,000 2,000,000,000 10,000 

Cancellation of stocks  -     -     (10,000) 
Issuances during the year* 11 -     400,000,000 2,000,000,000 

Issued shares at end of year  2,400,000,000 2,400,000,000 2,000,000,000 
Less treasury shares  400,000,000 400,000,000 -      

Outstanding shares at  
end of year  2,000,000,000 2,000,000,000 2,000,000,000 

*Includes 105,000,000 common shares by way of stock dividend declaration in 2016. 
 

c. Redeemable Preferred Stock and Additional Paid-in Capital 
 
On February 10, 2017, the Parent Company entered into a Subscription 
agreement for the subscription of redeemable preferred shares (“RPS”) with a 
par value of P1.00 per share at an initial price of US$0.054 or P2.70 per share 
(“Original Share Price”) under the terms of the RPS subscription.  If the Group 
does not achieve a consolidated earnings before interests, taxes, depreciation 
and amortization (EBITDA) of at least P1,200,000 for the financial year ended 
December 31, 2017, the issue price will be adjusted subject to a floor of 
US$0.036 or P1.80 per share (“Adjusted Share Price”) which will result in the 
issuance of a maximum of 250 million additional RPS, subject to the terms and 
conditions as set forth in the Subscription Agreement. 
 
The RPS, among other features, are redeemable, at the option of the Parent 
Company, voting, participating, convertible and have liquidation preference. 
 
The RPS shall rank pari passu with common shares upon conversion at any time 
by notice to the Corporation.   
 
The RPS shall be entitled to participate pro-rata in any regular dividend declared 
for the common shares to be paid out of the unrestricted retained earnings at the 
same rate and upon the same terms as declared and paid to the common 
shareholders. 
 
The Parent Company shall have the option to redeem the RPS if approved by 
the BOD and the redemption shall be pursuant to a written redemption 
agreement executed by the Parent Company and the relevant holder of the RPS.  
In no case shall the redemption price of the actual number of RPS to be 
redeemed be less than the cost of such shares plus an 8% annual yield net of 
dividends paid. 
 
In the event of any voluntary or involuntary liquidation, dissolution or winding up 
of the corporation (but not on redemption of any of the RPS or any repurchase by 
the corporation of any of the RPS), the Redeemable Preferred Shareholders 
shall be entitled to receive out of the assets of the corporation available for 
distribution to the shareholders of the corporation, before any distribution of 
assets is made to holders of Common Shares, distributions in the amount of the 
issue value per outstanding RPS, plus declared and unpaid dividends to the date 
of distribution. 
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On August 4, 2017, the Parent Company received $27 million or P1.35 billion for 
the subscription of RPS at the original share price of US$0.054 or P2.70 per 
share, subject to certain condition as provided for in the subscription agreement.  
 
In 2018, the condition as set forth in the subscription agreement pertaining to the 
achievement of certain consolidated EBITDA was not met.  As a result, the 
Parent Company made an adjustment to the subscription price using the 
adjusted share price of US$0.036 or P1.80 per share as set forth in the 
Subscription Agreement and issued an additional 250 million of RPS to the 
subscriber.   
 
During 2018, the Parent Company made retroactive adjustments to the 
comparative information for the year ended December 31, 2018 to appropriately 
reflect the adjusted share price of US$0.036 or P1.80 per share pertaining to the 
originally issued 500 million RPS or a total subscription price of P900 million and 
reflected the value of the contingent preferred stock amounting to P450 million as 
part of “Equity reserves” account in the consolidated statement of financial 
position.   
 
The following table summarizes the impact of the prior period adjustment to the 
following accounts in the consolidated statement of financial position as at  
December 31, 2017: 
 

December 31, 2017 

 

As Previously 

Reported 

Net 

Adjustments As Restated 

Consolidated Statement of 
Financial Position 

    Equity  

   Equity reserves  P1,839 P450,000 P451,839 
Additional paid-in capital 

 
812,170 (450,000) 362,170 

 
On November 12, 2018, upon the approval by the BOD of the Parent Company, 
additional 250 million RPS was issued with a total subscription price of P450 
million.  As a result, the amount reflected as part of “Equity reserves” account 
was reclassified to RPS amounting to P250 million and additional paid-in capital 
amounting to P200 million, net of stock issuance cost amounting to P2,500. 
 
On January 23, 2019, the BOD approved the conversion of 750 million RPS into 
common shares at the rate of one (1) RPS share to one (1) common share, to be 
issued out of the Unissued Common Stock of the Corporation.  Accordingly the 
BOD also approved the conversion of any and all stock dividends in the form of 
RPS, which may accrue to the aforementioned 750 million RPS after the date of 
the approval, into Common shares to be issued also out of the Unissued 
Common Stock of the Corporation.  All of the RPS shares shall be converted at 
the rate of one RPS to one Common share. The Parent Company is in the 
process of filing the said conversion of shares to the SEC. 
 

d. Treasury Stock 
 
The Parent Company acquired 400 million of its own common shares from 
stockholders on August 7, 2017 at P1.25 per share or a total cost of P500 million. 
The shares are held as “Treasury stock” and have been deducted from equity. 
The Parent Company has the right to reissue these shares at a later date.  
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e. Appropriated Retained Earnings 
 
Appropriation for Acquisition of Assets 
On November 25, 2016, the BOD approved the appropriation of retained 
earnings amounting to P105 million, for the acquisition of plant and equipment. In 
2017, the acquisition of related plant and equipment for which the retained 
earnings were earmarked were completed (Note 11).  Accordingly, on  
December 5, 2017, the BOD approved for the reversal of the previous year’s 
appropriated retained earnings amounting to P105 million. 
 
On December 5, 2017, the BOD approved for the reversal of the previous year’s 
appropriated retained earnings amounting to P105 million. 
 
On October 25, 2017, the BOD approved a fresh appropriation of retained 
earnings amounting to P300 million to support the acquisition of plant equipment 
in 2018 and, on November 21, 2018, the BOD approved for its reversal. 
 

f. Dividend Declaration 
 
Cash Dividend 
On August 1, 2018, the Parent Company’s BOD approved the declaration of 
cash dividends in the amount of P0.02 per share or a total of P50 million out of 
the unrestricted retained earnings of the Parent Company as at December 31, 
2017 payable to stockholders (common and redeemable preferred shares) of 
record as of July 31, 2018, and to be paid on or before September 15, 2018. 
 
Stock Dividend 
In 2015, the Parent Company's BOD discussed the declaration for stock dividend 
amounting to P105 million. Upon approval by the SEC of the amendment of the 
Articles of Incorporation of the Parent Company to increase the authorized 
capital stock, the Parent Company recognized the stock dividends declared 
amounting to P105 million in 2016. 
 
On February 7, 2019, the Parent Company’s BOD approved the declaration of a 
total 550 million shares of stock dividends to common and RPS stockholders  
(at par value of P1.00 per share), in proportion to their respective shareholdings, 
out of the Parent Company’s unissued common and RPS stock.  The stock 
dividend is payable to Common and RPS stockholders of record as at  
December 31, 2018 and issued on or after March 20, 2019 but in no event later 
than March 31, 2019. The Parent Company is in the process of filing the 
approval of stock dividends to the SEC. 
 
 

18. Cost of Sales 
 
This account consists of: 
 
 Note 2018 2017 2016 

Inventories 7 P3,997,353 P4,163,400 P2,749,732 
Depreciation and amortization 10 175,422 168,359 110,602 
Salaries, wages and employee 

benefits  167,232 145,991 
 

53,376 
Retirement benefit expense 24 4,627 1,592 -     
Rent 23 -     26,150 10,165 
Others  157,815 128,411 4,772 

  P4,502,449 P4,633,903 P2,928,647 
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19. Selling Expenses 
 
This account consists of: 
 
 Note 2018 2017 2016 

Freight  P198,664 P131,740 P32,649 
Brokerage  56,969 53,572 -     
Warehouse and storage  36,519 30,170 -     
Rent 23 30,575 24,153 1,265 
Advertising  14,056 9,267 82 
Pallets and packaging  8,979 9,223 -     
Travel and transportation  5,046 3,284 389 
Insurance  4,501 3,098 1,290 
Commission  2,841 2,259 1,374 
Others  1,928 2,417 62 

  P360,078 P269,183 P37,111 

 
 

20. General and Administrative Expenses 
 
This account consists of: 
 
 Note 2018 2017 2016 

Salaries, wages and employee 
benefits  P146,447 P129,765 P34,679 

Professional fees  32,887 24,632 7,990 
Depreciation and amortization 10 24,738 24,865 2,349 
Utilities  15,742 12,452 1,290 
Travel and transportation  15,572 11,725 6,622 
Insurance  15,308 18,298 3,565 
Retirement benefit expense 24 8,499 23,008 -     
Representation  6,082 2,597 358 
Rent 23 5,313 5,713 2,762 
Taxes and licenses  3,857 204 265 
Office supplies  1,615 1,298 2,160 
Repairs and maintenance  282 230 729 
Meetings and seminars  246 128 161 
Research and development  35 170 189 
Others   15,147 13,331 2,505 

  P291,770 P268,416 P65,624 

 
Others include fringe benefit, freight, dues and subscriptions and bad debts expense. 
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21. Other Income - net 
 
This account consists of: 
 
 Note 2018 2017 2016 

Commission income  P24,574 P32,378 P13,322 
Gain on disposal of equipment 10 16,312 169 -     
Rent income 23 2,636 1,786 -     
Foreign exchange gain (loss) - net 25 (12,439) 10,806 651 
Others  3,690 -     -     

  P34,773 P45,139 P13,973 

 
Commission income pertains to a co-packing commission earned from a third party 
at a fixed percentage.  
 
 

22. Related Party Transactions 
 
The Parent Company and its related parties, in the normal course of business, 
purchase products and services from one another. Amounts owed by/owed to related 
parties are collectible/ to be settled in cash. An assessment is undertaken at each 
financial year by examining the financial position of the related party and the market 
in which the related party operates. 
 
Key management compensation refers to the salary of key management amounted 
to P45,246, P43,273 and P20,040 in 2018, 2017 and 2016, respectively. 
 
 

23. Leases 
 
a. Finance Lease 

 
The Parent Company has delivery and transportation equipment under finance 
lease arrangements. The outstanding liabilities with a local bank bear an 
effective interest rate of 7.75% and are payable in monthly installments up to 
2019. 
 
The Parent Company has machinery equipment under finance lease 
arrangements. The outstanding liabilities to a third party bear an effective interest 
rate of 5.67% and are payable in quarterly installments up to 2021. 
 
Future minimum lease payments under finance lease as at December 31, 2018 
are summarized as follows: 
 

 

Minimum 
Lease 

Payable Interest 

Present Value 
of Minimum 

Lease 
Payments 

Within one year P21,338 P12,646 P8,692 
After one year but not more 

than five years 96,496 23,202 73,294 
More than five years 44,341 2,732 41,609 

 P162,175 P38,580 P123,595 
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Future minimum lease payments under finance lease as at December 31, 2017 
are as follows: 
 

 

Minimum 
Lease 

Payable Interest 

Present Value 
of Minimum 

Lease 
Payments 

Within one year P4,339 P375 P3,964 
After one year but not more 

than five years 2,761 75 2,686 

 P7,100 P450 P6,650 

 
The carrying amount of delivery and transportation equipment and machinery 
under finance lease amounted to P185,753 and P12,523 as at December 31, 
2018 and 2017, respectively (Note 10). 
 
Interest expense on finance lease liabilities, included as part of “Interest expense 
and other financing charges” account in the consolidated statements of 
comprehensive income, amounted to P4,366, P670 and P236 in 2018, 2017 and 
2016, respectively. 
 

b. Operating Lease 
 
The Group as a Lessee 
The Group entered into various lease commitments for the rental of office space, 
warehouse and equipment for periods ranging from one to five years and are 
renewable upon mutual agreements of the parties.  
 
Rent expense is distributed as follows: 
 
 Note 2018 2017 2016 

Cost of sales 18 P   -     P26,150 P10,165 
Selling expenses 19 30,575 24,153 1,265 
General and administrative 

expenses 20 5,313 5,713 2,762 

  P35,888 P56,016 P14,192 

 
Non-cancellable operating lease rental are payable as follows: 
 
  2018 2017 

Within one year  P4,941 P15,876 
After one year but not more than five years  -     45,689 

  P4,941 P61,565 

 
The Group as a Lessor 
The Group leases out one of its facility for a period of 15 years starting  
January 1, 2017 for P500, inclusive of value-added tax, per quarter, with a 10% 
rental fee escalation every five years. The security deposit required by the 
covering lease agreement amounted to P1,000 and was recorded as part of 
“Other noncurrent liabilities” account in the consolidated statement of financial 
position as at December 31, 2018. 
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The Group also leases some of its machineries and delivery equipment with 
monthly rentals ranging from P4 to P75 for a period of one year starting from 
October 1, 2018 to September 30, 2019, subject to renewal by the parties. 
 
Rent income amounted to P2,636 and P1,786 in 2018 and 2017, respectively 
(Note 21). 
 
Non-cancellable operating lease rental are receivable as follows: 
 
 2018 2017 

Within one year P2,000 P2,000 

After one year but not more than five years  8,400 8,200 

More than five years 18,700 20,900 

 P29,100 P31,100 

 
 

24. Employee Benefits 
 
The Parent Company has a formal non-contributory and unfunded defined benefit 
retirement plan covering all of its regular employees, which provides a retirement 
benefit equal to one hundred percent (100%) of Plan Salary for every year of 
credited service. Benefits are paid in a lump sum upon retirement or separation in 
accordance with the terms of the plan.   
 
Retirement benefit obligation recognized in the consolidated statement of financial 
position amounted to P29,994 and P21,973 as at December 31, 2018 and 2017, 
respectively.   
 
The present value of retirement benefit obligation for the years ended December 31 
is as follows: 
 
 2018 2017 

At January 1 P21,973 P   -     
Past service cost -     12,281 
Current service cost 11,874 11,687 
Interest expense 1,252 661 
Benefits paid -     (29) 
Remeasurements:   

Gains from changes in financial assumption (7,036) (973) 
Experience gains 1,931 (1,654) 

 P29,994 P21,973 

 
The components of retirement benefit expense recognized in profit or loss and are 
presented under “Cost of sales” and “General and administrative expenses” are as 
follows: 
 
    Note 2018 2017 

Past service cost  P   -     P12,281 
Current service cost  11,874 11,687 
Interest expense  1,252 661 
Benefits paid directly from book reserve  -     (29) 

 18, 20 P13,126 P24,600 
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The component of retirement benefit expense recognized in other comprehensive 
income is as follows: 
 
  2018 2017 

Beginning  P2,627 P   -     
Changes in:    

Financial assumptions  5,106 973 
Experience  -     1,654 

Actuarial gain  P7,733 P2,627 

 
The cost of defined benefit retirement plan as well as the present value of the 
defined benefit obligation is determined using actuarial valuation.  The actuarial 
valuation involves making various assumptions.  The principal assumptions used in 
determining retirement benefit obligation for the defined benefit plan as at  
December 31, 2018 and 2017 are shown below: 
 
     2018 2017 

Discount rate  7.51% 5.70% 
Salary increase rate  7.00% 7.00% 

 
The weighted average duration of defined benefit retirement obligation is 10.80 and 
13.50 years as at December 31, 2018 and 2017, respectively.  
 
Sensitivity Analysis 
Reasonable possible changes at the reporting date to one of the relevant actuarial 
assumptions, holding other assumptions constant, would have affected the defined 
benefit obligation by the amounts shown below: 
 
2018 

 
Defined Retirement  

Benefit Obligation 

 Increase Decrease 

Discount rate (1% movement) (P2,935) P3,565 
Future salary growth (1% movement) 3,547 (2,973) 

 
2017 

 
Defined Retirement  
Benefit Obligation 

 Increase Decrease 

Discount rate (1% movement) (P2,644) P3,284 
Future salary growth (1% movement) 2,975 (2,457) 

 
This defined benefits plan exposes the Parent Company to actuarial risks, such as 
longevity risk and interest rate risk. 
 
There was no plan amendment, curtailment, or settlement recognized in 2018 and 
2017. 
 
Maturity analysis of the benefit payments: 
 

 
2018 2017 

Within 1 year P442 P461 
Within 1-5 years 25,141 22,375 
More than 5 years 25,245 18,948 
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RVF sponsors a money purchase pension plan ("the Plan") for eligible employees 
who have attained the age of twenty-one and have completed one thousand hours of 
service. Contributions to the Plan are based on eight and three-quarters percent of 
each participant's compensation for the Plan year, without regard to RVF's net 
profits. Participants vest in the Plan at a rate of twenty percent per year and become 
fully vested after six years of service. RVF made contributions to the Plan amounting 
to $98 and $94 in 2018 and 2017, respectively. 
 
 

25. Financial Risk and Capital Management Objectives and Policies 
 
Objectives and Policies 
The Group has significant exposure to the following financial risks primarily from its 
use of financial instruments: 
 
 Liquidity Risk 
 Credit Risk 
 Foreign Currency Risk 
 Interest Rate Risk 

 
This note presents information about the exposure to each of the foregoing risks, the 
objectives, policies and processes for measuring and managing these risks, and for 
management of capital. 
 
The main purpose of the Group’s financial instruments is to fund the Group’s 
operations and to acquire and improve its property, plant and equipment.  The main 
risks arising from the use of financial instruments are liquidity risk, credit risk, foreign 
currency risk and interest rate risk.  The Group’s BOD reviews and monitors the 
policies for managing each of these risks. 
 
Liquidity Risk. Liquidity risk pertains to the risk that the Group will encounter difficulty 
to meet payment obligations when they fall due under normal and stress 
circumstances. 
 
The Group seeks to manage its liquidity profile to be able to finance its capital 
expenditures and cover its operating costs.  The Group’s objective is to maintain a 
balance between continuity of funding and flexibility through valuation of projected 
and actual cash flow information.  Additional short-term funding is obtained from 
related party advances when necessary. 
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The table below summarizes the maturity profile of the Group’s financial assets and 
financial liabilities based on contractual undiscounted receipts and payments used 
for liquidity management. 
 

December 31, 2018 
Carrying 
Amount 

Contractual  
Cash Flow 

1 Year or 
Less 

More than  
1 Year but 
Less than  

5 Years 
More than 

5 Years 

Financial Assets      
Cash and cash equivalents P257,111 P257,111 P257,111 P   -     P   -     
Trade and other receivables* 604,813 604,813 604,813 -     -     
Investment in bonds 305,332 534,765 -     -     534,765 
Other noncurrent assets 19,524 19,524 -     -     19,524 

Financial Liabilities      
Loans payable 970,751 970,751 965,598 -     5,153 
Accounts payable and 

accrued expenses** 337,510 337,510 337,510 -     -     
Finance lease liabilities 123,595 123,595 8,692 114,903 -     
Long-term debt 102,502 102,502 10,250 -     92,252 
Other current liabilities 1,350,042 1,350,042 1,350,042 -     -     
Other noncurrent liabilities 63,011 63,011 63,011 -     -     

* Excluding advances to employees. 
** Excluding customer deposits and government payables amounting to P14,543 in 2018. 
 

December 31, 2017 
Carrying 
Amount 

Contractual  
Cash Flow 

1 Year or 
Less 

More than  
1 Year but 
Less than  

5 Years 
More than 

5 Years 

Financial Assets      
Cash and cash equivalents P439,260 P439,260 P439,260 P   -     P   -     
Trade and other receivables* 725,991 725,991 725,991 -     -     
Other noncurrent assets 8,749 8,749 -     -     8,749 

Financial Liabilities      
Loans payable 1,313,791 1,313,791 1,302,407 -     11,384 
Accounts payable and 

accrued expenses** 375,137 375,137 375,137 -     -     
Finance lease liabilities 6,650 7,100 4,339 2,761 -     
Long-term debt 106,184 106,184 -     -     106,184 
Other current liabilities 421,366 421,366 421,366 -     -     
Other noncurrent liabilities 668,251 695,437 -     526,419 169,018 

* Excluding advances to employees. 
** Excluding customer deposits and government payables amounting to P30,374 in 2017. 
 
Credit Risk. Credit risk is the risk of financial loss to the Group if a customer or 
counterparty to a financial instrument fails to meet its contractual obligations, and 
arises principally from trade and other receivables. 
 
The Group controls this risk through monitoring procedures and regular coordination 
with the customers.  Receivable balances are monitored on an ongoing basis with 
the risks of exposure to bad debts are not significant. 
 
The carrying amount of financial assets which represents the Group’s maximum 
exposure to credit risk without the effects of collaterals and other risk mitigation 
techniques is presented below: 
 
 Note 2018 2017 

Cash and cash equivalents  
(excluding cash on hand) 5 P256,385 P438,671 

Trade and other receivables* 6 604,813 725,991 
Investment in bonds 9 305,332 -     
Other noncurrent assets  19,524 8,749 

  P1,186,054 P1,173,411 

*Excluding advances to employees. 



 

- 57 - 

The table below presents the Group’s exposure to credit risk and shows the credit 
quality of the financial assets by indicating whether the financial assets are subjected 
to 12-month ECL or lifetime ECL. Assets that are credit-impaired are separately 
presented. 
 
2018 

 Financial Assets at Amortized Cost   

 
12-month 

ECL 

Lifetime ECL 
not Credit 
Impaired 

Lifetime ECL 
Credit Impaired 

Financial 
Assets at 

FVPL Total 

Cash and cash equivalents 
(excluding cash on hand) P256,385 P   -     P   -     P   -     P256,385 

Trade receivables 585,057 -     -     -     585,057 
Other receivables as part of 

“Trade and other 
receivables” account -     19,756 -     -     19,756 

Investment in bonds -     -     -     305,332 305,332 

Other noncurrent assets 19,524 -     -     -     19,524 

 P860,966 P19,756 P   -     P305,332 P1,186,054 

 
The credit risk exposure of the Group based on financial assets as of  
December 31, 2017 as shown below: 
 
2017 

 Neither Past Past Due but not Impaired 
  

 
Due nor 

Impaired 
1 to 30 

Days 
31 to 60 

Days 
More than 

60 Days 
More than 

90 Days Total 

Cash and cash equivalents 
(excluding cash on hand) P438,671 P   -     P   -     P   -     P   -     P438,671 

Trade and other receivables 507,990 166,289 27,063 5,200 36,319 742,861 
Other noncurrent assets -     -     -     8,749 -     8,749 

 

P946,661 P166,289 P27,063 P13,949 P36,319 P1,190,281 

 

The aging of trade and other receivables is as follows: 
 
December 31, 2018 Trade Others Total 

Current  P213,464 P20,383 P233,847 
Past due:    

Less than 30 days 222,076 7,205 229,281 
31 - 60 days 117,117 1,167 118,284 
61 - 90 days 16,036 750 16,786 
Over 90 days 16,364 1,425 17,789 

 P585,057 P30,930 P615,987 
 

 
    
December 31, 2017 Trade Others Total 

Current  P474,643 P33,347 P507,990 
Past due:    

Less than 30 days 166,289 -     166,289 
31 - 60 days 27,063 -     27,063 
61 - 90 days 5,200 -     5,200 
Over 90 days 34,379 1,940 36,319 

 P707,574 P35,287 P742,861 

 
The Group believes that neither past due nor impaired and unimpaired amounts that 
area past due by more than 30 days are still collectible based on historical payment 
behavior and analyses of the underlying customer credit ratings. 
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Credit Quality Per Class of Financial Assets 
The credit quality of financial assets is managed by the Group using internal audit 
ratings. 
 
High grade cash are working cash fund in local banks belonging to the top 10 banks 
in the Philippines in terms of resources and profitability. 
 
High grade accounts, other than cash, are accounts considered to be of high value.  
The counterparties have a very remote likelihood of default and have consistently 
exhibited good paying habits. High grade financial assets include cash in banks and 
cash equivalents and investment in bonds amounting P561,717 and P438,671 as at 
December 31, 2018 and 2017, respectively. 
 
Standard grade accounts are active accounts with propensity of deteriorating to  
mid-range age brackets.  These accounts are typically not impaired as the 
counterparties generally respond to credit actions and update their payments 
accordingly. Standard grade financial assets include trade and other receivables 
amounting to P233,847 and P507,990 as at December 31, 2018 and 2017, 
respectively.  
 
Substandard grade accounts are accounts which have probability of impairment 
based on historical trend.  These accounts show propensity to default in payments 
despite regular follow-up actions and extended payments terms. Substandard grade 
accounts includes past due accounts but not impaired amounting to P382,140 and 
P234,871 as at December 31, 2018 and 2017, respectively. 
 
Foreign Currency Risk. The Group’s exposure to foreign currency risk results from 
significant movements in foreign exchange rates that adversely affect the foreign 
currency denominated transactions of the Group. 
 
The Group closely monitors the movements in the exchange rate and makes a 
regular assessment of future foreign exchange movements. The Group then 
manages the balance of its foreign currency denominated assets and liabilities based 
on this assessment. 
 
Information on the Group’s foreign currency-denominated monetary assets and 
monetary liabilities and their Philippine peso equivalents are as follows: 
 

December 31, 2018 SGD AUD USD 
Peso 

Equivalent 

Assets     
Cash and cash equivalents 98 376 635 51,071 
Trade and other receivables -   4,172 8,786 616,571 
Investment in bonds -   -     5,807 305,332 

Liabilities     
Accounts payable and accrued 

expenses -   (1,195) (2,316) (166,078) 
Loans payable -   -     (17,259) (907,466) 
Long-term debt -   -     (1,949) (102,502) 
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December 31, 2017 SGD AUD USD 
Peso 

Equivalent 

Assets     
Cash and cash equivalents 98 556 1,832 116,801 
Trade and other receivables -   2,089 12,309 558,068 

Liabilities     
Accounts payable and accrued 

expenses -   (1,015) (1,065) (59,779) 
Loans payable -   -     (26,312) (1,313,791) 
Long-term debt -   -     (2,127) (106,184) 

 
The following table demonstrates the sensitivity to a reasonably possible change in 
foreign currency exchange rates with all other variables held constant of the Group’s 
profit before tax due to changes in the fair value of monetary assets and monetary 
liabilities: 
 

 2018 2017 

 

Effect on Income  
before Income Tax 

Effect on Income  
before Income Tax 

 Increase by 5% Decrease by 5% Increase by 5% Decrease by 5% 

USD (P10,154) P10,154 (P40,243) P40,243 

 
The Group reported net foreign exchange gain (loss) amounting to (P12,439), 
P10,806 and P651 in 2018, 2017 and 2016, respectively (Note 21), arising from the 
translation of its foreign-currency denominated financial instruments. These mainly 
resulted from the movements of the Philippine peso against the USD as shown in the 
following table: 
 
  2018 2017 

USD to Philippine Peso  52.58 49.93 
AUD to Philippine Peso  37.07 38.91 
SGD to Philippine Peso  38.32 37.32 

 
Interest Rate Risk. Interest rate risk is the risk that future cash flows from a financial 
instrument (cash flow interest rate risk) or its fair value (fair value interest rate risk) 
will fluctuate because of changes in market interest rates.  The Group’s exposure to 
changes in interest rates relates primarily to its loan payable, long-term debt, finance 
lease liabilities and other noncurrent liabilities.  Borrowings issued at fixed rates 
expose the Group to fair value interest rate risk.  On the other hand, borrowings 
issued at variable rates expose the Group to cash flow interest rate risk.  
 
The Group manages its interest cost by using an optimal combination of fixed and 
variable rate debt instruments.  Management is responsible for monitoring the 
prevailing market-based interest rate and ensures that the mark-up rates charged on 
its borrowings are optimal and benchmarked against the rates charged by other 
creditor banks. 
 
In managing interest rate risk, the Group aims to reduce the impact of short-term 
fluctuations on the earnings.  Over the longer term, however, permanent changes in 
interest rates would have an impact on profit or loss.  
 
The management of interest rate risk is also supplemented by monitoring the 
sensitivity of the Group’s financial instruments to various standard and non-standard 
interest rate scenarios.   
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The sensitivity to a reasonably possible 5% increase in the interest rates, with all 
other variables held constant, would have decreased the Group’s profit before tax by 
P59,842 and P126,198 in 2018 and 2017 respectively. A 5% decrease in the interest 
rate would have had the equal but opposite effect.  These changes are considered to 
be reasonably possible given the observation of prevailing market conditions in those 
periods.  There is no impact on the Parent Company’s other comprehensive income. 
 
Interest Rate Risk Table 
 
The terms and maturity profile of the interest-bearing financial instruments, together 
with its gross amounts, are shown in the following tables:  
 

 December 31, 2018 

 
Less than  

1 Year 

More than  
1 Year but Less 

than 5 Years 
More than 

5 Years Total 

Foreign currency-denominated 
(expressed in Philippine Peso)     

Loans payable P965,598 P   -     P5,153 P970,751 
Interest rate 2.5% - 4.6% -     2.55%  
Long-term debt 10,250 41,000 51,252 102,502 
Interest rate LIBOR + 2.25% LIBOR + 2.25% LIBOR + 2.25%  

Philippine Peso-denominated     
Finance lease liabilities 8,692 73,294 41,609 123,595 
Interest rate 4.25% - 7.75% 4.25% - 7.75% 4.25% - 7.75%  

 P984,540 P114,294 P98,014 P1,196,848 

 
 December 31, 2017 

 
Less than  

1 Year 

More than  
1 Year but Less 

than 5 Years 
More than 

5 Years Total 

Foreign currency-denominated 
(expressed in Philippine Peso)     

Loans payable P1,302,407 P   -     P11,384 P1,313,791 
Interest rate 2% - 3.375% -     2.5%  
Long-term debt 106,184 -     -     106,184 
Interest rate LIBOR + 2.25% -     -      

Philippine Peso-denominated     
Finance lease liabilities 3,964 2,686 -     6,650 
Interest Rate 7.75% 7.75% -      

Philippine Peso-denominated     
Other noncurrent liabilities 409,099 519,227 169,018 1,097,344 
Interest rate 8% 8% 8%  

 P1,821,654 P521,913 P180,402 P2,523,969 

 
Capital Management 
The Group maintains a sound capital base to ensure its ability to continue as a going 
concern, thereby continue to provide returns to stockholders and benefits to other 
stakeholders and to maintain an optimal capital structure to reduce cost of capital. 
 
The Group manages its capital structure and makes adjustments in the light of 
changes in economic conditions.  To maintain or adjust the capital structure, the 
Group may adjust the dividend payment to shareholders, pay-off existing debts, 
return capital to shareholders or issue new shares. 
 
The Group monitors capital on the basis of debt-to-equity ratio, which is calculated 
as total debt divided by total equity.  Total debt is defined as total current liabilities 
and total noncurrent liabilities, while equity is total equity as shown in the 
consolidated statements of financial position. 
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The Group’s capital for the reporting periods is summarized in the table below: 
 
  2018 2017 

Total liabilities  P2,991,948 P2,967,361 
Total equity  4,649,486 4,313,350 
Debt to equity ratio  0.64:1 0.69:1 

 
RVF is required to comply with the following debt covenants in relation to its loan 
payable and long-term debt from a local bank: (1) maintain a tangible net worth of 
not less than $5,000; (2) maintain a fixed charge coverage ratio, as of the last day of 
each month for the period of twelve months then ended, of not less than 1.2 to 1.0; 
and (3) maintain, as of the last day of each month a ratio of total debt to tangible net 
worth of not greater than 2.5  to 1.0. RVF complied with the above requirements as 
at December 31, 2018. 
 
There were no changes in the Company’s approach to capital management during 
the year. 
 
 

26. Financial Assets and Financial Liabilities 
 
The table presents comparison by category of the carrying amounts and fair values 
of the Group’s financial instruments: 
 

 December 31, 2018 December 31, 2017 

 
Carrying 
Amount Fair Value 

Carrying 
Amount Fair Value 

Financial Assets     
Cash and cash equivalents P257,111 P257,111 P439,260 P439,260 
Trade and other receivables* 604,813 604,813 725,991 725,991 
Investment in bonds 305,332 305,332 -     -     
Other noncurrent assets 19,524 19,524 8,749 8,749 

Financial Liabilities     
Accounts payable and  

accrued expenses** 337,510 337,510 375,137 375,137 
Loans payable 970,751 970,751 1,313,791 1,313,791 
Long-term debt 102,502 102,502 106,184 106,184 
Finance lease liabilities 123,595 123,595 6,650 6,650 
Other current liabilities 1,350,042 1,350,042 421,366 421,366 
Other noncurrent liabilities 63,011 63,011 668,251 668,251 

* Excluding advances to employees. 
** Excluding customer deposits and government payables amounting to P14,543 and P30,374 in 2018 and 

2017, respectively. 

 
Cash and Cash Equivalents, Trade and Other Receivables, Other Noncurrent 

Assets, Accounts Payable and Accrued Expenses, Loans Payable - current, and 
Other Current Liabilities 

The carrying amounts of cash, trade and other receivables, other noncurrent assets 
accounts payable and accrued expenses, loans payable - current and other current 
liabilities approximate their fair values due to relatively short-term maturities of these 
financial instruments.  
 
Investment in Bonds, Finance Lease Liabilities, Loans Payable - net of current 
portion, Long-term Debt, and Other Noncurrent Liabilities 

The fair value of investment in bonds, obligation under finance lease, loans payable - 
net of current portion, long-term debt and other noncurrent liabilities is estimated as 
the present value of all future cash flows discounted using the prevailing market rate 
of interest for a similar instrument as at the end of the reporting period. 
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27. Supplemental Cash Flows Information 
 
Supplemental information with respect to the consolidated statements of cash flows 
is presented below: 
 
a. Acquisition of Subsidiaries 

 
  2017 

Cash and cash equivalents  P11,449 
Trade and other receivables   237,025 
Inventories  527,270 
Prepaid expenses and other current assets  1,584 
Property, plant and equipment - net  274,972 
Other noncurrent assets  1,009 
Accounts payable and accrued expenses  (230,096) 
Loans payable  (216,001) 
Income tax payable  (45,636) 
Other current liabilities  (105) 
Deferred tax liability - net  (10,609) 
Long-term debt  (105,738) 
Other noncurrent liabilities  (69,311) 

Net assets  375,813 
Cash and cash equivalents  (11,449) 
Goodwill in subsidiaries  597,091 

Net cash flows  P961,455 

 
b. Changes in liabilities arising from financing activities are shown below: 

 

 
Loans 

Payable 

Finance 
Lease 

Liabilities 
Long-term 

Debt 

Other 
Noncurrent 

Liabilities 

Balance as at January 1, 2018 P1,313,791 P6,650 P106,184 P668,251 

Changes from financing cash flows     
Proceeds from availment 3,036,203 114,748 -     -     
Payments (3,392,044) (4,179) (3,683) -     
Interest expense incurred during  

the year -     -     -     -     

Total changes from financing  
cash flows (355,841) 110,569 (3,683) -     

Effects of change in foreign 
exchange rates 12,801 -     1 -     

Other changes -     6,376 -     (605,240) 

 (343,040) 116,945 (3,682) (605,240) 

Balance as at December 31, 2018 P970,751 P123,595 P102,502 P63,011 
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Loans 

Payable 

Finance 
Lease 

Liabilities 
Long-term 

Debt 

Other 
Noncurrent 

Liabilities 

Balance as at January 1, 2017 P835,294 P10,280 P   -     P927,514 

Changes from financing cash flows     
Proceeds from availment of loans 3,632,768 -     -     -     
Payments (3,147,073) (4,300) (9,653) -     
Interest expense incurred during  

the year -     670 -     -     

Total changes from financing  
cash flows 485,695 (3,630) (9,653) -     

Effects of change in foreign 
exchange rates (21,826) -     -     -     

Other changes 14,628 -     115,837 (259,263) 

 478,497 (3,630) 106,184 (259,263) 

Balance as at December 31, 2017 P1,313,791 P6,650 P106,184 P668,251 

 
 

28. Basic and Diluted Earnings Per Share 
 
Basic and diluted EPS is computed as follows: 
 

 2018 2017 2016 

Net income available to common shares (a) P364,819 P530,750 P467,471 

Weighted average number of common shares 
outstanding (in thousands) (b) 2,000,000 2,014,167 1,306,253 

Effect of dilution of common shares 541,667 208,333 -     

Weighted average number of common shares 
outstanding - (c) 2,541,667 2,222,500 1,306,253 

Basic Earnings Per Share (a/b) P0.18 P0.26 P0.36 

Diluted Earnings Per Share (a/c) P0.14 P0.24 P0.36 

*Earnings per share are computed based on amounts in thousands. 
 
As of December 31, 2016, the Group has no dilutive debt or equity instruments.  
 
 

29. Other Matters 
 
a) Registration with the BOI 

On March 9, 2011, the Parent Company was registered as a BOI registered 
enterprise, as a pioneer status, and is entitled to ITH Incentive provided under  
Article 39(a) of Executive Order No. 226 as amended by R.A. 7918 to produce 
tetra prisma packed coconut water and its variants.  The Parent Company has an 
ITH entitlement period of six years, from March 9, 2011 to March 8, 2017. 
 
On June 1, 2016, BOI granted the Parent Company an extension, as non-
pioneer status and with the same registered product, of the ITH entitlement for a 
period of four years from February 2017 or actual start of commercial operations, 
whichever is earlier, but in no case earlier than the date of registration. 
 
The Parent Company is also entitled to the following key incentives: 
 
 Importation of capital equipment, spare parts and accessories at zero duty 

from date of effectivity of Executive Order (EO) No. 70 and its Implementing 
Rules and Regulations for a period of five years reckoned from the date of 
registration or until the expiration of EO No. 70, whichever is earlier. 
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 Additional deduction from taxable income of 50% of the wages 
corresponding to the increment in number of direct labor for skilled and 
unskilled workers in the year of availment as against the previous year if the 
project meets the prescribed ratio of capital equipment to the number of 
workers set by the Board. This may be availed of for the first five (5) years 
from date of registration but not simultaneously with the ITH. 

 
 Importation of consigned equipment for a period of ten (10) years from date 

of registration, subject to posting of re-export bond. 
 
 Tax credit equivalent to the national internal revenue taxes and duties paid 

on raw materials and suppliers and semi-manufactured products its export 
product and forming part thereof for a period of ten (10) years from start of 
commercial operations. 

 
 Exemption from wharfage dues and any export tax, duty, impost and fee for a 

period of ten (10) years from date of registration. 
 
b) Certain accounts in prior years have been reclassified for consistency with the 

current period presentation. These reclassifications had no effect on the reported 
financial performance for any period. 
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Annual Improvements to PFRSs 2009 - 2011 Cycle: First-
time Adoption of Philippine Financial Reporting Standards - 
Repeated Application of PFRS 1 

   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Borrowing Cost Exemption 

   

Annual Improvements to PFRSs 2011 - 2013 Cycle: PFRS 
version that a first-time adopter can apply 

   

Annual Improvements to PFRSs 2014 - 2016 Cycle: 
Deletion of short-term exemptions for first-time adopters 

   

PFRS 2  Share-based Payment     

Amendments to PFRS 2: Vesting Conditions and 
Cancellations 

   

Amendments to PFRS 2: Group Cash-settled Share-based 
Payment Transactions 

   

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Meaning of ‘vesting condition’ 

   

Amendments to PFRS 2: Classification and Measurement 
of Share-based Payment Transactions 

   

PFRS 3 
(Revised)  

Business Combinations     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Classification and measurement of contingent 
consideration 

   

Annual Improvements to PFRSs 2011 - 2013 Cycle: Scope 
exclusion for the formation of joint arrangements 

   

PFRS 4  Insurance Contracts     

Amendments to PAS 39 and PFRS 4: Financial Guarantee 
Contracts 

   

Amendments to PFRS 4: Applying PFRS 9, Financial 
Instruments with PFRS 4, Insurance Contracts 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2018 

Adopted Not 
Adopted 

Not 
Applicable 

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

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Changes in method for disposal 

   

PFRS 6  Exploration for and Evaluation of Mineral Resources     

PFRS 7 Financial Instruments: Disclosures     

Amendments to PFRS 7: Transition     

Amendments to PAS 39 and PFRS 7: Reclassification of 
Financial Assets 

   

Amendments to PAS 39 and PFRS 7: Reclassification of 
Financial Assets - Effective Date and Transition 

   

Amendments to PFRS 7: Improving Disclosures about 
Financial Instruments 

   

Amendments to PFRS 7: Disclosures - Transfers of 
Financial Assets 

   

Amendments to PFRS 7: Disclosures - Offsetting Financial 
Assets and Financial Liabilities 

   

Amendments to PFRS 7: Mandatory Effective Date of 
PFRS 9 and Transition Disclosures 

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
‘Continuing involvement’ for servicing contracts 

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Offsetting disclosures in condensed interim financial 
statements 

   

PFRS 8  Operating Segments     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Disclosures on the aggregation of operating segments 

   

PFRS 9  Financial Instruments (2014)    

Amendments to PFRS 9: Prepayment Features with 
Negative Compensation 

   

PFRS 10  Consolidated Financial Statements     

Amendments to PFRS 10, PFRS 11, and PFRS 12: 
Consolidated Financial Statements, Joint Arrangements 
and Disclosure of Interests in Other Entities: Transition 
Guidance 

   

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011): 
Investment Entities 

   

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

   

Amendments to PFRS 10, PFRS 12 and PAS 28: 
Investment Entities: Applying the Consolidation Exception 

   

PFRS 11  Joint Arrangements     

Amendments to PFRS 10, PFRS 11, and PFRS 12: 
Consolidated Financial Statements, Joint Arrangements 
and Disclosure of Interests in Other Entities: Transition 
Guidance 

   

Amendments to PFRS 11: Accounting for Acquisitions of 
Interests in Joint Operations 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2018 

Adopted Not 
Adopted 

Not 
Applicable 

PFRS 12 Disclosure of Interests in Other Entities     

Amendments to PFRS 10, PFRS 11, and PFRS 12: 
Consolidated Financial Statements, Joint Arrangements 
and Disclosure of Interests in Other Entities: Transition 
Guidance 

   

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011): 
Investment Entities 

   

Amendments to PFRS 10, PFRS 12 and PAS 28: 
Investment Entities: Applying the Consolidation Exception 

   

Annual Improvements to PFRSs 2014 - 2016 Cycle: 
Clarification of the scope of the standard 

   

PFRS 13 Fair Value Measurement     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Measurement of short-term receivables and payables 

   

Annual Improvements to PFRSs 2011 - 2013 Cycle: Scope 
of portfolio exception 

   

PFRS 14 Regulatory Deferral Accounts     

PFRS 15 Revenue from Contracts with Customers    

PFRS 16 Leases    

Philippine Accounting Standards    

PAS 1 
(Revised)  

Presentation of Financial Statements     

Amendment to PAS 1: Capital Disclosures     

Amendments to PAS 32 and PAS 1: Puttable Financial 
Instruments and Obligations Arising on Liquidation 

   

Amendments to PAS 1: Presentation of Items of Other 
Comprehensive Income 

   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Presentation of Financial Statements - Comparative 
Information beyond Minimum Requirements 

   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Presentation of the Opening Statement of Financial 
Position and Related Notes 

   

Amendments to PAS 1: Disclosure Initiative    

PAS 2  Inventories     

PAS 7  Statement of Cash Flows     

Amendments to PAS 7: Disclosure Initiative    

PAS 8  Accounting Policies, Changes in Accounting Estimates and 
Errors 

   

PAS 10  Events after the Reporting Period    

PAS 11  Construction Contracts     

PAS 12  Income Taxes     

Amendment to PAS 12: Deferred Tax: Recovery of 
Underlying Assets 

   

Amendments to PAS 12: Recognition of Deferred Tax 
Assets for Unrealized Losses 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2018 

Adopted Not 
Adopted 

Not 
Applicable 

PAS 16  Property, Plant and Equipment     

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Property, Plant and Equipment - Classification of Servicing 
Equipment 

   

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Restatement of accumulated depreciation (amortization) 
on revaluation (Amendments to PAS 16 and PAS 38) 
 

   

Amendments to PAS 16 and PAS 38: Clarification of 
Acceptable Methods of Depreciation and Amortization  

   

Amendments to PAS 16 and PAS 41: Agriculture: Bearer 
Plants 

   

PAS 17  Leases     

PAS 18  Revenue     

PAS 19 
(Amended) 

Employee Benefits     

Amendments to PAS 19: Defined Benefit Plans: Employee 
Contributions 

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Discount rate in a regional market sharing the same 
currency - e.g. the Eurozone 

   

PAS 20  Accounting for Government Grants and Disclosure of 
Government Assistance 

   

PAS 21  The Effects of Changes in Foreign Exchange Rates     

Amendment: Net Investment in a Foreign Operation     

PAS 23 
(Revised)  

Borrowing Costs     

PAS 24 
(Revised)  

Related Party Disclosures     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Definition of ‘related party’ 

   

PAS 26  Accounting and Reporting by Retirement Benefit Plans    

PAS 27 
(Amended)  

Separate Financial Statements     

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011): 
Investment Entities 

   

Amendments to PAS 27: Equity Method in Separate 
Financial Statements  

   

PAS 28 
(Amended)  

Investments in Associates and Joint Ventures     

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

   

Amendments to PFRS 10, PFRS 12 and PAS 28: 
Investment Entities: Applying the Consolidation Exception 

   

Annual Improvements to PFRSs 2014 - 2016 Cycle: 
Measuring an associate or joint venture at fair value 

   

Amendments to PAS 28: Long-term Interests in Associates 
and Joint Ventures 

   

PAS 29  Financial Reporting in Hyperinflationary Economies     
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2018 

Adopted Not 
Adopted 

Not 
Applicable 

PAS 32  Financial Instruments: Disclosure and Presentation    

Amendments to PAS 32 and PAS 1: Puttable Financial 
Instruments and Obligations Arising on Liquidation 

   

Amendment to PAS 32: Classification of Rights Issues     

Amendments to PAS 32: Offsetting Financial Assets and 
Financial Liabilities 

   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Financial Instruments Presentation - Income Tax 
Consequences of Distributions 

   

PAS 33  Earnings per Share     

PAS 34  Interim Financial Reporting     

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Interim Financial Reporting - Segment Assets and 
Liabilities 

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Disclosure of information “elsewhere in the interim financial 
report’ 

   

PAS 36  Impairment of Assets     

Amendments to PAS 36: Recoverable Amount Disclosures 
for Non-Financial Assets  

   

PAS 37  Provisions, Contingent Liabilities and Contingent Assets    

PAS 38  Intangible Assets     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Restatement of accumulated depreciation (amortization) 
on revaluation (Amendments to PAS 16 and PAS 38) 

   

Amendments to PAS 16 and PAS 38: Clarification of 
Acceptable Methods of Depreciation and Amortization 

   

PAS 39  Financial Instruments: Recognition and Measurement     

Amendments to PAS 39: Transition and Initial Recognition 
of Financial Assets and Financial Liabilities 

   

Amendments to PAS 39: Cash Flow Hedge Accounting of 
Forecast Intragroup Transactions 

   

Amendments to PAS 39: The Fair Value Option     

Amendments to PAS 39 and PFRS 4: Financial Guarantee 
Contracts 

   

Amendments to PAS 39 and PFRS 7: Reclassification of 
Financial Assets 

   

Amendments to PAS 39 and PFRS 7: Reclassification of 
Financial Assets - Effective Date and Transition 

   

Amendments to Philippine Interpretation IFRIC-9 and  
PAS 39: Embedded Derivatives 

   

Amendment to PAS 39: Eligible Hedged Items     

Amendment to PAS 39: Novation of Derivatives and 
Continuation of Hedge Accounting 

   

PAS 40  Investment Property     

Annual Improvements to PFRSs 2011 - 2013 Cycle: Inter-
relationship of PFRS 3 and PAS 40 (Amendment to  
PAS 40) 

   

Amendments to PAS 40: Transfers of Investment Property    
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2018 

Adopted Not 
Adopted 

Not 
Applicable 

PAS 41  Agriculture     

Amendments to PAS 16 and PAS 41: Agriculture: Bearer 
Plants 

   

Philippine Interpretations    

IFRIC 1  Changes in Existing Decommissioning, Restoration and 
Similar Liabilities 

   

IFRIC 2  Members' Share in Co-operative Entities and Similar 
Instruments 

   

IFRIC 4  Determining Whether an Arrangement Contains a Lease    

IFRIC 5  Rights to Interests arising from Decommissioning, 
Restoration and Environmental Rehabilitation Funds 

   

IFRIC 6  Liabilities arising from Participating in a Specific Market - 
Waste Electrical and Electronic Equipment 

   

IFRIC 7  Applying the Restatement Approach under PAS 29 
Financial Reporting in Hyperinflationary Economies  

   

IFRIC 9  Reassessment of Embedded Derivatives     

Amendments to Philippine Interpretation IFRIC-9 and 
PAS 39: Embedded Derivatives 

   

IFRIC 10  Interim Financial Reporting and Impairment     

IFRIC 12  Service Concession Arrangements     

IFRIC 13  Customer Loyalty Programmes     

IFRIC 14  PAS 19 - The Limit on a Defined Benefit Asset, Minimum 
Funding Requirements and their Interaction 

   

Amendments to Philippine Interpretations IFRIC- 14, 
Prepayments of a Minimum Funding Requirement 

   

IFRIC 16 Hedges of a Net Investment in a Foreign Operation     

IFRIC 17  Distributions of Non-cash Assets to Owners     

IFRIC 18  Transfers of Assets from Customers     

IFRIC 19  Extinguishing Financial Liabilities with Equity Instruments    

IFRIC 20  Stripping Costs in the Production Phase of a Surface Mine    

IFRIC 21 Levies    

IFRIC 22 Foreign Currency Transactions and Advance 
Consideration 

   

IFRIC 23 Uncertainty over Income Tax Treatments    

SIC-7  Introduction of the Euro     

SIC-10  Government Assistance - No Specific Relation to 
Operating Activities 

   

SIC-15  Operating Leases - Incentives     

SIC-25  Income Taxes - Changes in the Tax Status of an Entity or 
its Shareholders 

   

SIC-27  Evaluating the Substance of Transactions Involving the 
Legal Form of a Lease 

   

SIC-29  Service Concession Arrangements: Disclosures.     

SIC-31  Revenue - Barter Transactions Involving Advertising 
Services 

   

SIC-32  Intangible Assets - Web Site Costs     
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2018 

Adopted Not 
Adopted 

Not 
Applicable 

Philippine Interpretations Committee Questions and Answers    

PIC Q&A 
2006-01 

PAS 18, Appendix, paragraph 9 - Revenue recognition for 
sales of property units under pre-completion contracts 

   

PIC Q&A 
2006-02 

PAS 27.10(d) - Clarification of criteria for exemption from 
presenting consolidated financial statements 

   

PIC Q&A 
2007-01-
Revised 

PAS 1.103(a) - Basis of preparation of financial statements 
if an entity has not applied PFRSs in full    

PIC Q&A 
2007-02 

PAS 20.24.37 and PAS 39.43 - Accounting for government 
loans with low interest rates [see PIC Q&A No. 2008-02] 

   

PIC Q&A 
2007-03 

PAS 40.27 - Valuation of bank real and other properties 
acquired (ROPA) 

   

PIC Q&A 
2007-04 

PAS 101.7 - Application of criteria for a qualifying NPAE    

PIC Q&A 
2008-01-
Revised 

PAS 19.78 - Rate used in discounting post-employment 
benefit obligations    

PIC Q&A 
2008-02 

PAS 20.43 - Accounting for government loans with low 
interest rates under the amendments to PAS 20 

   

PIC Q&A 
2009-01 

Framework.23 and PAS 1.23 - Financial statements 
prepared on a basis other than going concern 

   

PIC Q&A 
2009-02 

PAS 39.AG71-72 - Rate used in determining the fair value 
of government securities in the Philippines  

   

PIC Q&A 
2010-01 

PAS 39.AG71-72 - Rate used in determining the fair value 
of government securities in the Philippines 

   

PIC Q&A 
2010-02 

PAS 1R.16 - Basis of preparation of financial statements 
   

PIC Q&A 
2010-03 

PAS 1 Presentation of Financial Statements - Current/non-
current classification of a callable term loan 

   

PIC Q&A 
2011-01 

PAS 1.10(f) - Requirements for a Third Statement of 
Financial Position 

   

PIC Q&A 
2011-02 

PFRS 3.2 - Common Control Business Combinations    

PIC Q&A 
2011-03 

Accounting for Inter-company Loans 
   

PIC Q&A 
2011-04 

PAS 32.37-38 - Costs of Public Offering of Shares    

PIC Q&A 
2011-05 

PFRS 1.D1-D8 - Fair Value or Revaluation as Deemed 
Cost 

   

PIC Q&A 
2011-06 

PFRS 3, Business Combinations (2008), and PAS 40, 
Investment Property - Acquisition of Investment properties - 
asset acquisition or business combination? 

   

PIC Q&A 
2012-01 

PFRS 3.2 - Application of the Pooling of Interests Method 
for Business Combinations of Entities Under Common 
Control in Consolidated Financial Statements 

   

PIC Q&A 
2012-02 

Cost of a New Building Constructed on the Site of a 
Previous Building 

   

PIC Q&A 
2013-01 

Applicability of SMEIG Final Q&As on the Application of 
IFRS for SMEs to Philippine SMEs 

   

PIC Q&A 
2013-02 

Conforming Changes to PIC Q&As - Cycle 2013 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2018 

Adopted Not 
Adopted 

Not 
Applicable 

PIC Q&A 
2013-03 
(Revised) 

PAS 19 - Accounting for Employee Benefits under a 
Defined Contribution Plan subject to Requirements of 
Republic Act (RA) 7641, The Philippine Retirement Law 

   

PIC Q&A 
2015-01 

Conforming Changes to PIC Q&As - Cycle 2015 
   

PIC Q&A 
2016-01 

Conforming Changes to PIC Q&As - Cycle 2016 
   

PIC Q&A 
2016-02 

PAS 32 and PAS 38 - Accounting Treatment of Club 
Shares Held by an Entity 

   

PIC Q&A 
2016-04 

Application of PFRS 15 “Revenue from Contracts with 
Customers” on Sale of Residential Properties under Pre-
Completion Contracts 

   

PIC Q&A 
2017-01 

Conforming Changes to PIC Q&As - Cycle 2017 
   

PIC Q&A 
2017-02 

PAS 2 and PAS 16 - Capitalization of operating lease cost 
as part of construction costs of a building 

   

PIC Q&A 
2017-03 

PAS 28 - Elimination of profits and losses resulting from 
transactions between associates and/or joint ventures 

   

PIC Q&A 
2017-04 

PAS 24 - Related party relationships between parents, 
subsidiary, associate and non-controlling shareholder 

   

PIC Q&A 
2017-05 

PFRS 7 - Frequently asked questions on the disclosure 
requirements of financial instruments under PFRS 7, 
Financial Instruments: Disclosures 

   

PIC Q&A 
2017-06 

PAS 2, 16 and 40 - Accounting for Collector’s Items    

PIC Q&A 
2017-07 

PFRS 10 - Accounting for reciprocal holdings in associates 
and joint ventures 

   

PIC Q&A 
2017-08 

PFRS 10 - Requirement to prepare consolidated financial 
statements where an entity disposes of its single 
investment in a subsidiary, associate or joint venture 

   

PIC Q&A 
2017-09 

PAS 17 and Philippine Interpretation SIC-15 - Accounting 
for payments between and among lessors and lessees 

   

PIC Q&A 
2017-10 

PAS 40 - Separation of property and classification as 
investment property 

   

PIC Q&A 
2017-11 

PFRS 10 and PAS 32 - Transaction costs incurred to 
acquire outstanding non-controlling interest or to sell non-
controlling interest without a loss of control 

   

PIC Q&A 
2017-12 

Subsequent Treatment of Equity Component Arising from 
Intercompany Loans 

   

PIC Q&A 
2018-01 

Voluntary changes in accounting policy    

PIC Q&A 
2018-02 

Non-controlling interests and goodwill impairment test    

PIC Q&A 
2018-03 

Fair value of PPE and depreciated replacement cost    

PIC Q&A 
2018-04 

Inability to measure fair value reliably for biological assets 
within the scope of PAS 41 

   

PIC Q&A 
2018-05 

Maintenance requirement of an asset held under lease    

PIC Q&A 
2018-06 

Cost of investment in subsidiaries in SFS when pooling is 
applied 

   

PIC Q&A 
2018-07 

Cost of an associate, joint venture, or subsidiary in 
separate financial statements 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2018 

Adopted Not 
Adopted 

Not 
Applicable 

PIC Q&A 
2018-08 

Accounting for the acquisition of non-wholly owned 
subsidiary that is not a business 

   

PIC Q&A 
2018-09 

Classification of deposits and progress payments as 
monetary or non-monetary items 

   

PIC Q&A 
2018-10 

Scope of disclosure of inventory write-down 
   

 
Legend: 
 
Adopted - means a particular standard or interpretation is relevant to the operations of the entity (even if it has no 
effect or no material effect on the financial statements), for which there may be a related particular accounting 
policy made in the financial statements and/or there are current transactions the amounts or balances of which are 
disclosed on the face or in the notes of the financial statements. 
 
Not Adopted - means a particular standard or interpretation is effective but the entity did not adopt it due to either 
of these two reasons: 1) The entity has deviated or departed from the requirements of such standard or 
interpretation; or 2) The standard provides for an option to early adopt it but the entity decided otherwise.  
 
Not Applicable - means the standard or interpretation is not relevant at all to the operations of the entity. 
 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
FINANCIAL SOUNDNESS INDICATORS 

 
The following are the major performance measures that Axelum Resources Corp. and 
Subsidiaries (the Group) uses.  Analyses are employed by comparisons and measurements 
based on the consolidated financial data as of December 31, 2018 and 2017 for liquidity, 
solvency and profitability ratios and for the years ended December 31, 2018 and 2017 for 
operating efficiency ratios.  
 
 December 31 

  2018 2017 

Liquidity    
Current Ratio  0.95 1.28 

    

Solvency    
Debt to Equity Ratio  0.64 0.69 
Asset to Equity Ratio  1.64 1.69 

    

Profitability    
Gross Profit Margin  23% 20% 
Interest Rate Coverage Ratio  9.42 10.65 

    

Operating Efficiency    
Return on Equity  0.08 0.12 
Return on Total Assets  0.05 0.07 

 
The manner by which the Group calculates the key performance indicators (KPI) is as 
follows: 
 

KPI Formula 

Current Ratio Current Assets 
Current Liabilities 

 
Debt to Equity Ratio Total Liabilities 

Total Equity 
 

Asset to Equity Ratio Total Assets 
Total Equity 

 
Gross Profit Margin Gross Profit 

Net Sales 
 

Interest Rate Coverage Ratio Income from Operations 
Bank Interest Expense and Other Financing 

Charges 
 

Return on Equity Net Income 
Total Equity 

 
Return on Total Assets Net Income 

Total Assets 
 

 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
 

INDEX TO FINANCIAL STATEMENTS AND SUPPLEMENTARY SCHEDULES 
DECEMBER 31, 2018, 2017 AND 2016 

 
 

SCHEDULE 
 

 

A - FINANCIAL ASSETS 
 

 

B - AMOUNTS RECEIVABLE FROM DIRECTORS, 
OFFICERS, EMPLOYEES, RELATED PARTIES AND 
PRINCIPAL STOCKHOLDERS (OTHER THAN 
RELATED PARTIES) 

 

NOT APPLICABLE 

C - AMOUNTS RECEIVABLE FROM RELATED PARTIES 
WHICH ARE ELIMINATED DURING THE 
CONSOLIDATION OF FINANCIAL STATEMENTS 

 

 

D - INTANGIBLE ASSETS - OTHER NONCURRENT 
ASSETS 

 

 

E - LONG-TERM DEBT 
 

 

F - INDEBTEDNESS TO RELATED PARTIES (LONG-
TERM LOANS FROM RELATED COMPANIES) 

 

NOT APPLICABLE 
 

G - GUARANTEES OF SECURITIES OF OTHER 
ISSUERS 

 

NOT APPLICABLE 
 

H - CAPITAL STOCK 
 

 

 
 
 
 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
SCHEDULE A - FINANCIAL ASSETS 

December 31, 2018 
(Amounts in thousands) 

 
 
 

Name of issuing entity and 
association of each issue 

Number of Shares or Principal 
Amount of Bonds and Notes 

Amount shown in the  
December 31, 2018 Consolidated  

Statement of Financial Position 

Values Based on Market 
Quotation at End of the 

Reporting Period 

Income 
Received 

and Accrued 

Cash and cash equivalents - P257,111 Not applicable - 
Trade and other 

receivables* - 604,813 Not applicable - 
Investment in bonds - 305,332 Not applicable - 
Other noncurrent assets - 19,524 Not applicable - 

  P1,186,780  - 

*Excluding advances to employees. 
 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
SCHEDULE C - AMOUNTS RECEIVABLE FROM RELATED PARTIES WHICH ARE ELIMINATED DURING THE 

CONSOLIDATION OF FINANCIAL STATEMENTS 
December 31, 2018  

(Amounts in thousands) 
 
 
 
December 31, 2018 

Name and Designation of 
Debtor 

Beginning 
Balance Additions 

Amounts 
Collected 

Amounts 
Written Off Current Not Current 

Ending 
Balance 

RedV Foods Corp. P272,455 P256,431 (P199,201) P   -     P329,685 P   -     P329,685 
Fiesta Ingredients Australia 

Pty. Ltd. 174,876 481,967 (513,115) -     143,728 -     143,728 
Always Progressive 

Holdings Pte. Ltd. 1,565 235 -     -     1,800 -     1,800 
Apo Peak Holdings Pte. Ltd. 1,471 424 -     -     1,895 -     1,895 

 P450,367 739,057 (P712,316) P   -     P477,108 P   -     P477,108 

 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
SCHEDULE D - INTANGIBLE ASSETS - OTHER NONCURRENT ASSETS 

December 31, 2018 
(Amounts in thousands) 

 
 
 
Part A – Goodwill and other intangible assets 
 

Description 
December 31, 

2017 
Additions at 

Cost 
Charged to Cost 
and Expenses 

Charged to 
Other Accounts 

Translation 
Adjustment 

December 31, 
2018 

Goodwill P1,216,840 P   -     P   -     P   -     P9,119 P1,225,959 
Trademarks and other intangibles 447,344 -     -     -     -     447,344 

 P1,664,184 P   -     P   -     P   -     P9,119 P1,673,303 

See Notes 11 and 15 of the December 31, 2018 Consolidated Financial Statements. 
 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
SCHEDULE D - INTANGIBLE ASSETS - OTHER NONCURRENT ASSETS 

December 31, 2018 
(Amounts in thousands) 

 
 
 
Part B – Other Noncurrent Assets 
 

Description 
December 31, 

2017 
Additions at 

Cost 
Charged to Cost 
and Expenses 

Charged to 
Other Accounts 

Translation 
Adjustment 

December 31, 
2018 

Noncurrent receivable P8,749 P   -     P   -     P   -     (P251) P8,498 
Income tax receivable -     11,026 -     -     -     11,026 

 P8,749 P11,026 P   -      P   -     (P251) P19,524 

 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
SCHEDULE E - LONG-TERM DEBT 

December 31, 2018 
(Amounts in thousands) 

 
 
 
Long-term debt pertains to loans availed by one of the subsidiaries, Red V Foods Corp. See below schedules. 
 
December 31, 2018 
 

Title of issue and 
type of obligation Lender 

Amount 
shown as 

current 

Amount 
shown as 
noncurrent 

Outstanding 
balance Interest rates 

Number of 
periodic 

installments Maturity dates 

Foreign-currency denominated       
Fixed Atlantic Capital Bank P10,250 92,252 P102,502 4.88% p.a. Monthly December 2028 

  P10,250 92,252 P102,502    

 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 
SCHEDULE H - CAPITAL STOCK 

December 31, 2018 
 
 
 

December 31, 2018 
 

     

Number of 
Shares Reserved 

for Options, Number of Shares Held by: 

Title of Issue  

Number of 
Shares 

Authorized 
Number of 

Shares Issued  
Treasury 
Shares 

Number of 
Shares 

Outstanding 

Warrants, 
Conversion and 

Other Rights 
Related 
Parties 

Directors, 
Officers and 
Employees 

Common  4,000,000,000 2,400,000,000 400,000,000 2,000,000,000 - - 131,440,561 
Redeemable preferred  1,000,000,000 750,000,000 - 750,000,000 - - 1 

Total 5,000,000,000 3,150,000,000 400,000,000 2,750,000,000 - - 131,440,562 
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REPORT OF INDEPENDENT AUDITORS 
TO ACCOMPANY SUPPLEMENTARY INFORMATION FOR FILING 
WITH THE SECURITIES AND EXCHANGE COMMISSION 

The Board of Directors and Stockholders 
Axelum Resources Corp. 
ICS Building Tiano - Montalvan Streets 
Cagayan de Oro City 

We have audited, in accordance with Philippine Standards on Auditing, the separate 
financial statements of Axelum Resources Corp. (the Company), which comprise the 
separate statements of financial position as at December 31, 2018 and 2017, and the 
separate statements of comprehensive income, separate statements of changes in equity 
and separate statements of cash flows for the years then ended, and have issued our report 
thereon dated June 14, 2019. 

Our audits were made for the purpose of forming an opinion on the separate financial 
statements of the Company taken as a whole. The supplementary information included in 
the Reconciliation of Retained Earnings Available for Dividend Declaration is the 
responsibility of the Company's management.   

This supplementary information is presented for purposes of complying with the Securities 
Regulation Code Rule 68, As Amended, and is not a required part of the separate financial 
statements. Such supplementary information has been subjected to the auditing procedures 
applied in the audits of the separate financial statements and, in our opinion, is fairly stated, 
in all material respects, in relation to the separate financial statements taken as a whole. 

R.G. MANABAT & CO. 

DARWIN P. VIROCEL 
Partner 
CPA License No. 0094495 
SEC Accreditation No. 1386-AR, Group A, valid until June 14, 2020 
Tax Identification No. 912-535-864 
BIR Accreditation No. 08-001987-31-2016 
  Issued October 18, 2016; valid until October 17, 2019 
PTR No. MKT 7333639 
  Issued January 3, 2019 at Makati City 

August 15, 2019 
Makati City, Metro Manila



AXELUM RESOURCES CORP. 
ICS BUILDING TIANO - MONTALVAN STREETS, CAGAYAN DE ORO CITY 

RECONCILIATION OF RETAINED EARNINGS AVAILABLE  
FOR DIVIDEND DECLARATION 

(In Thousands) 

  

Unappropriated retained earnings, January 1, 2018  P717,285 

Add: Net income actually earned/realized during 
the year  407,319 

Add (Less):  
      Dividend declaration during the period (50,000)  
      Reversal of appropriations 300,000  

Treasury shares (500,000) (250,000) 

TOTAL RETAINED EARNINGS AVAILABLE FOR 
DIVIDEND DECLARATION, DECEMBER 31, 2018  P874,604 
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The KPMG Center, 9/F 

6787 Ayala Avenue, Makati City 

Philippines 1226
Telephone +63 (2) 885 7000 

Fax +63 (2) 894 1985
Internet www.kpmg.com.ph
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REPORT OF INDEPENDENT AUDITORS 
TO ACCOMPANY SUPPLEMENTARY INFORMATION FOR FILING 
WITH THE SECURITIES AND EXCHANGE COMMISSION 

The Board of Directors and Stockholders 
Axelum Resources Corp. 
ICS Building Tiano - Montalvan Streets 
Cagayan de Oro City 

We have audited, in accordance with Philippine Standards on Auditing, the consolidated 
financial statements of Axelum Resources Corp. (the Group), which comprise the 
consolidated statements of financial position as at December 31, 2018 and 2017, and the 
consolidated statements of comprehensive income, consolidated statements of changes in 
equity and consolidated statements of cash flows for the years then ended, and have 
issued our report thereon dated July 30, 2019. 

Our audits were made for the purpose of forming an opinion on the consolidated financial 
statements of the Group taken as a whole. The supplementary information included in the 
Map of Conglomerate is the responsibility of the Group's management.   

This supplementary information is presented for purposes of complying with the Securities 
Regulation Code Rule 68, As Amended, and is not a required part of the consolidated 
financial statements. Such supplementary information has been subjected to the auditing 
procedures applied in the audits of the consolidated financial statements and, in our opinion, 
is fairly stated, in all material respects, in relation to the consolidated financial statements 
taken as a whole. 

R.G. MANABAT & CO. 

DARWIN P. VIROCEL 
Partner 
CPA License No. 0094495 
SEC Accreditation No. 1386-AR, Group A, valid until June 14, 2020 
Tax Identification No. 912-535-864 
BIR Accreditation No. 08-001987-31-2016 
  Issued October 18, 2016; valid until October 17, 2019 
PTR No. MKT 7333639 
  Issued January 3, 2019 at Makati City 

August 15, 2019 
Makati City, Metro Manila
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A <ELUM 
RESOURCES CORP. 

STATEMENT OF MANAGEMENT'S RESPONSIBILITY 
FOR CONSOLIDATED FINANCIAL STATEMENTS 

The management of AXE LUM RESOURCES CORP. (the "Company ") is responsible for the 
preparation and fair presentation of the financial statements. including the schedules 
attached therein, for the year ended December 31, 2017 and 2016, in ac.cordance with the 
prescribed financial reporting framework indicaled therein, and for such internal control as 
management determines is necessary to enable the preparation of financial statements that 
are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the 
Company's ability to continue as a going concern, disclosing, as applicable, matters related 
to going concern and using the going concern basis of ac.counting unless management 
either intends to liquidate the Company or to cease operations, or has no realistic 
alternative to do so. 

The Board of Directors is responsible for overseeing the Company's financial reporting 
process. 

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

R.G. Manabat & Co., the Independent auditor appointed by the stockholders, has audited the 
consolidated financial statements of the Company in accordance with Philippine Standards 
on Auditing, and in their report to the stockholders, have expressed their opinion on the 
fairness of presentation upon completion of such audit. 

HEN EROGA 

ROMEO I. CHAN 
Chairman I Chief Executive Officer 

AZ. PAGUIRIGAN 
I Offic.er 

Signed this 12'" day of October 2018 

Principal Address: ICS Bldg., Tiano·Montalvan Sts. Cagayan de Oro City, 9000 Philippints 
Plant Address: Km. 106. National Highway Bo. Maanas, Brgy. Ma•nas Medina, Misamis, Orienta! 9013 Philippines 

Mall Address: 1052 EOSA Ma,gallancs Village Makat1 City, 1232 Ph1hppines 
Tel. No. +63 (2) 8510730 to 40 •Fax No: +63 (2) 851 97 57 E-mail: axelum@axelum.ph 
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REPORT OF INDEPENDENT AUDITORS 

The Board of Directors and Stockholders 
Axelum Resources Corp. 
ICS Building Tiano - Montalvan Streets 
Cagayan de Oro City 

Opinion 

We have audited the financial statements of Axelum Resources Corp. and Subsidiaries 
(the Group), which comprise the consolidated statement of financial position as at 
December 31, 2017 and the consolidated statement of comprehensive income, 
consolidated statement of changes in equity and consolidated statement of cash flows 
for the year then ended, and notes, comprising significant accounting policies and other 
explanatory information. Also, we have audited the accompanying individual financial 
statements of Axelum Resources Corp., which comprise the individual statement of 
financial position as at December 31, 2016 and the individual statement of 
comprehensive income, individual statement of changes in equity and individual 
statement of cash flows for the year then ended, and notes, comprising significant 
accounting policies and other explanatory information. 

In our opinion, the accompanying consolidated financial statements present fairly, in all 
material respects, the consolidated financial position of the Group as at December 31, 
2017, and its consolidated financial performance and its consolidated cash flows for the 
year then ended in accordance with Philippine Financial Reporting Standards (PFRS). 
Also, in our opinion, the individual financial statements present fairly, in all material 
respects, the individual financial position of Axelum Resources Corp. as at  
December 31, 2016, and its individual financial performance and its individual cash flows 
for the year ended in accordance with PFRS. 



Basis for Opinion 

We conducted our audits in accordance with Philippine Standards on Auditing (PSA).  
Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Financial Statements section of our report.  We are 
independent of the Group in accordance with the Code of Ethics for Professional 
Accountants in the Philippines (Code of Ethics) together with the ethical requirements 
that are relevant to our audit of the financial statements in the Philippines, and we have 
fulfilled our other ethical responsibilities in accordance with the Code of Ethics.  We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide 
a basis for our opinion. 

Responsibilities of Management and Those Charged with Governance for the Financial 
Statements 

Management is responsible for the preparation and fair presentation of the financial 
statements in accordance with PFRS, and for such internal control as management 
determines is necessary to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

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

Those charged with governance are responsible for overseeing the Group’s financial 
reporting process. 

Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an auditors’ report that includes our opinion.  Reasonable assurance 
is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with PSA will always detect a material misstatement when it exists.  
Misstatements can arise from fraud or error and are considered material if, individually 
or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements. 

As part of an audit in accordance with PSA, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also:  

 Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion.  The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

 Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Group’s internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.



 Conclude on the appropriateness of management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Group’s ability to continue as a going concern.  If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion.  Our conclusions are based on the audit evidence obtained up
to the date of our auditors’ report.  However, future events or conditions may cause
the Group to cease to continue as a going concern.

 Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

 Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the financial
statements. We are responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit and significant audit findings, including any 
significant deficiencies in internal control that we identify during our audit.  

R.G. MANABAT & CO. 

NOEL A. BALADIANG 
Partner 
CPA License No. 106166 
Tax Identification No. 223-804-972 
BIR Accreditation No. 08-001987-33-2017 
  Issued September 5, 2017; valid until September 4, 2020 
PTR No. 6615125MD 
  Issued January 3, 2018 at Makati City 

October 12, 2018 
Makati City, Metro Manila 



AXELUM RESOURCES CORP. AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF FINANCIAL POSITION* 
 (In Thousands) 

 December 31 

2017 2016 
Note Consolidated Individual 

ASSETS 

Current Assets 
Cash and cash equivalents 5, 23, 24 P439,260 P142,168 
Trade and other receivables  6, 23, 24 742,861 611,632 
Inventories 7 1,323,096 611,606 
Prepaid expenses and other current assets 8 384,522 378,003 

Total Current Assets 2,889,739 1,743,409 

Noncurrent Assets 
Property, plant and equipment - net 9 2,718,039 1,962,910 
Goodwill and other intangible assets 10, 20 1,664,184 1,055,346 
Other noncurrent assets 21, 23, 24 8,749 154 

Total Noncurrent Assets 4,390,972 3,018,410 

P7,280,711 P4,761,819 

LIABILITIES AND EQUITY 

Current Liabilities 
Loans payable - current 11, 23, 24 P1,302,407 P835,294 
Accounts payable and accrued expenses 12, 23, 24 405,511 114,208 
Income tax payable 14,151 20,427 
Finance lease liabilities - current 21, 23, 24 3,964 3,638 
Long-term debt - current 13, 23, 24 106,184 -    
Other current liabilities 20, 23, 24 421,366 295,169 

Total Current Liabilities 2,253,583 1,268,736 

Noncurrent Liabilities 
Finance lease liabilities - net of 

current portion 21, 23, 24 2,686 6,642 
Retirement benefit obligation 22 21,973 -    
Deferred tax liability - net 14 9,484 195 
Loans payable - net of current portion 13, 23, 24 11,384 -    
Other noncurrent liabilities 20, 23, 24 668,251 927,514 

Total Noncurrent Liabilities 713,778 934,351 

Total Liabilities P2,967,361 P2,203,087 

Forward 



 

 

               December 31 

  2017 2016 
 Note Consolidated Individual 

Equity 15   
Common stock  P2,400,000 P2,000,000 
Redeemable preferred stock  500,000 -     
Additional paid-in capital  812,170 -     
Treasury stock  (500,000) -     
Equity reserves  11,698 -     
Retained earnings    

Appropriated  300,000 105,000 
Unappropriated  789,482 453,732 

Total Equity  4,313,350 2,558,732 

  P7,280,711 P4,761,819 

 

*The statement of financial position as at December 31, 2017 refers to the consolidated accounts of the Group while the 
statement of financial position as at December 31, 2016 refers to the accounts of Axelum Resources Corp. (Note 2). 

See Notes to the Financial Statements. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

AXELUM RESOURCES CORP. AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME* 
 (In Thousands) 

 Years Ended December 31 

  2017 2016 
 Note Consolidated Individual 

SALES - Net  P5,793,472 P3,564,718 

COST OF SALES 16 4,633,903 2,928,647 

GROSS PROFIT  1,159,569 636,071 

SELLING EXPENSES 17 268,277 37,111 

GENERAL AND ADMINISTRATIVE 
EXPENSES 18 269,322 65,624 

INCOME FROM OPERATIONS  621,970 533,336 

INTEREST INCOME 5 2,082 918 

INTEREST EXPENSE AND OTHER 
FINANCING CHARGES 11, 13, 21 (86,984) (34,706) 

OTHER INCOME - Net 19, 23 45,139 13,973 

INCOME BEFORE INCOME TAX   582,207 513,521 

INCOME TAX EXPENSE 14 (51,457) (46,050) 

NET INCOME  530,750 467,471 

OTHER COMPREHENSIVE INCOME    

Item that will not be reclassified to profit 
or loss    
Remeasurement gain on defined benefit 

retirement obligation 22 2,627 -     
Income tax expense 14 (788) -     

  1,839 -     

Item that may be reclassified to  
profit or loss    
Gain on exchange differences on 

translation of foreign operations  14,084 -     
Income tax expense  (4,225) -     

  9,859 -     

OTHER COMPREHENSIVE GAIN - Net  11,698 -     

TOTAL COMPREHENSIVE INCOME   P542,448 P467,471 

 

*The statement of comprehensive income as at December 31, 2017 refers to the consolidated accounts of the Group 
while the statement of comprehensive income as at December 31, 2016 refers to the accounts of Axelum Resources 
Corp. (Note 2). 

See Notes to the Financial Statements. 



 

 

AXELUM RESOURCES CORP. AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY* 
 (In Thousands) 

Years Ended December 31 

  Equity Attributable to Equity Holders of the Parent Company 
      Equity Reserves Retained Earnings  

 Note 
Common 

Stock 
Redeemable 

Preferred Stock 

Additional 
Paid-In 
Capital 

Treasury 
Stock 

Translation 
Reserve 

Reserve for 
Retirement 

Plan Appropriated Unappropriated Total Equity 

As at January 1, 2017  P2,000,000 P   -      P   -     P   -      P   -     P   -      P105,000 P453,732 P2,558,732 

Total comprehensive income -     -     -     -     9,859 1,839 -     530,750 542,448 
Issuance of shares 15 400,000 500,000 812,170 -     -     -     -     -     1,712,170 
Purchase of treasury  

stock - at a cost  -     -     -     (500,000) -     -     -     -     (500,000) 
Appropriations 15 -     -     -     -     -     -     300,000 (300,000) -     
Reversal of appropriation  -     -     -     -     -     -     (105,000) 105,000 -     

As at December 31, 2017  P2,400,000 P500,000 P812,170 (P500,000) P9,859 P1,839 P300,000 P789,482 P4,313,350 

As at January 1, 2016  P5,000 P   -     P   -     P   -     P   -     P   -     P210,000 P6,326 P221,326 

Total comprehensive income -     -     -     -     -     -     -     467,471 467,471 
Issuance of shares 15 1,895,000 -     -     -     -     -     -     (20,065) 1,874,935 
Cancellation of shares  (5,000) -     -     -     -     -     -     -     (5,000) 
Distribution of stock 

dividends  105,000 -     -     -     -     -     (105,000) -     -     

As at December 31, 2016  P2,000,000 P   -     P   -     P   -     P   -     P   -     P105,000 P453,732 P2,558,732 

           

*The statement of changes in equity as at December 31, 2017 refers to the consolidated accounts of the Group while the statement of changes in equity as at December 31, 2016 refers to the 
accounts of Axelum Resources Corp. (Note 2). 

See Notes to the Financial Statements. 

 



 

 

 

AXELUM RESOURCES CORP. AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF CASH FLOWS* 
 (In Thousands) 

 Years Ended December 31 

  2017 2016 
 Note Consolidated Individual 

CASH FLOWS FROM OPERATING ACTIVITIES   
Income before income tax  P582,207 P513,521 
Adjustments for:    

Depreciation and amortization 9 193,224 112,951 
Interest expense and other financing charges 11, 21 86,984 34,706 
Retirement benefit expense 22 24,600  
Gain on disposal of equipment 19 (169) -     
Interest income 5 (2,082) (918) 
Foreign exchange gain - net 19 (10,806) (651) 

Operating income before working capital changes 873,958 659,609 
Changes in operating assets and liabilities:    

Increases in:    
Trade and other receivables   94,524 (560,473) 
Inventories  (184,220) (476,931) 
Prepaid expenses and other current assets  (25,390) (297,252) 

Increases (decrease) in:    
Accounts payable and accrued expenses  (132,344) 38,809 
Other current liabilities  (171,131) 18,997 

Cash generated from (absorbed by) operations  455,397 (617,241) 
Interest received   1,811 918 
Interest paid  (45,911) (34,063) 
Income tax paid  (85,022)  (25,428) 

Net cash flows provided by (used in) operating 
activities 326,275 (675,814) 

CASH FLOWS FROM INVESTING ACTIVITIES   
Proceeds from disposal of asset  612 -     
Additions to property, plant and equipment 9 (672,442) (1,685,674) 
Acquisitions of subsidiaries, net of cash and 

cash equivalents acquired 10, 25 (961,455) -     
Decrease in other noncurrent asset  (7,586) (154) 

Net cash flows used in investing activities  (P1,640,871) (P1,685,828) 

Forward    

 
 
 
 
 
 
 
 
 
 
 



Years Ended December 31 

2017 2016 
Note Consolidated Individual 

CASH FLOWS FROM FINANCING ACTIVITIES 
Availment of loans 11, 25 P3,632,768 P2,683,033 
Issuance of shares - net 15 1,712,170 1,869,935 
Repurchase of own shares (500,000) -    
Payment of: 

Finance lease liabilities (3,630) (1,280) 
Long-term debt (9,653) - 
Interest (10,305) - 
Loans payable (3,147,073) (2,396,660) 

Decrease in other noncurrent liabilities (62,119) -    

Net cash flows provided by financing activities 1,612,158 2,155,028 

EFFECT OF FOREIGN EXCHANGE RATE 
CHANGES ON CASH AND CASH 
EQUIVALENTS (470) 268 

NET INCREASE (DECREASE) IN CASH AND 
CASH EQUIVALENTS 297,092 (206,346) 

CASH AND CASH EQUIVALENTS AT 
BEGINNING OF YEAR 142,168 348,514 

CASH AND CASH EQUIVALENTS AT END 
OF YEAR P439,260 P142,168 

*The statement of cash flows as at December 31, 2017 refers to the consolidated accounts of the Group while the
statement of cash flows as at December 31, 2016 refers to the accounts of Axelum Resources Corp. (Note 2).

See Notes to the Financial Statements.



 

 

AXELUM RESOURCES CORP. AND SUBSIDIARIES 

NOTES TO THE FINANCIAL STATEMENTS 
(Amounts in Thousands, Except Per Share Data and Number of Shares) 

 
 
 

1. Reporting Entity 
 
Axelum Resources Corp. (the Parent Company) was incorporated and registered 
with the Philippines Securities and Exchange Commission (SEC) on August 19, 
2010. The Parent Company was established primarily to enter into direct 
manufacturing and or toll manufacturing of coconut water and other coconut products 
for domestic and international market. 
 
The Parent Company started its commercial operations in March 2011. 
 
On February 29, 2016, the SEC approved the amendment of Articles of Incorporation 
to cover the manufacturing of other agricultural products for domestic and 
international market including the development of agricultural plantations in the 
Parent Company’s primary purpose as approved on the September 30, 2015 
meeting of the Parent Company’s Board of Directors (BOD). 
 
On July 12, 2017, the SEC approved the amendment of Article Second (B)(a) of the 
Articles of Incorporation to own, acquire, lease, sub-lease and/or operate 
manufacturing facilities, buildings, and other properties, provide consultancy and 
management services in food processing, render technical and professional services 
to other companies, conduct training, lectures, seminars and other educational 
course related to but not limited to coconut and food manufacturing, quality control, 
technician and production operations both in the Philippines and abroad. 
 
The accompanying consolidated financial statements as at and for the year ended 
December 31, 2017 comprise the financial statements of the Parent Company and 
its subsidiaries (collectively referred to as the Group). 
 
The Parent Company’s principal place of business is located at ICS Building, Tiano-
Montalvan Streets, Cagayan de Oro City. 
 
 

2. Basis of Preparation 
 
Statement of Compliance 
The accompanying financial statements (2017: refers to consolidated financial 
statements of the Group; 2016: refers to the individual financial statements of  
Axelum Resources Corp.) have been prepared in compliance with Philippine 
Financial Reporting Standards (PFRS).  PFRS are based on International Financial 
Reporting Standards issued by the International Accounting Standards Board (IASB).  
PFRS consist of PFRS, Philippine Accounting Standards (PAS) and Philippine 
Interpretations issued by the Philippine Financial Reporting Standards Council 
(FRSC). 
 
The financial statements were approved and authorized for issue in accordance with 
a resolution by the BOD on October 12, 2018. 
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Basis of Measurement 
The financial statements of the Group have been prepared on a historical cost basis 
except for the defined benefit retirement liability which is measured at the present 
value of the defined benefit retirement obligation. 
 
Functional and Presentation Currency 
The financial statements are presented in Philippine peso, which is the functional 
currency of the Parent Company.  All financial information are rounded to the nearest 
thousands, except when otherwise indicated. 
 
Basis of Consolidation 
The consolidated financial statements include the financial statements of the Parent 
Company and its subsidiaries.  The major subsidiaries include the following: 
 

 Percentage of Ownership  Country of 
Incorporation   2017 

Always Progressive Holdings Pte. Ltd. (APH1)  100 Singapore 

and its Subsidiary, RV Industries, Inc. (RVI)    

Apo Peak Holdings Pte. Ltd. (APH2)   100 Singapore 

and its Subsidiary, Fiesta Ingredients Australia 
Pty. Ltd. (FIA)    

 
A subsidiary is an entity controlled by the Group. The Group controls an entity when 
it is exposed to, or has rights to, variable returns from its involvement with the entity 
and has the ability to affect those returns through its power over the entity. The 
Group reassesses 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. 
 
When the Group has less than 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 and the 
Group’s voting rights and potential voting rights. 
 
The financial statements of the subsidiaries are included in the consolidated financial 
statements from the date when the Group obtains control, and continue to be 
consolidated until the date when such control ceases. 
 
The financial statements of the subsidiaries are prepared for the same reporting 
period as the Parent Company, using uniform accounting policies for like 
transactions and other events in similar circumstances.  Intergroup balances and 
transactions, including intergroup unrealized profits and losses, are eliminated in 
preparing the consolidated financial statements. 
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3. Significant Accounting Policies 
 
The accounting policies set out below have been applied consistently to all periods 
presented in the consolidated financial statements, except for the changes in 
accounting policies as explained below. 
 
Adoption of New and Amended Standards and Interpretation 
The FRSC approved the adoption of a number of new and amended standards and 
interpretation as part of PFRS. 
 
Amendments to Standards Adopted in 2017 
The Group has adopted the following amendments to standards starting  
January 1, 2017 and accordingly, changed its accounting policies. Except as 
otherwise indicated, the adoption of these amendments to standards did not have a 
material effect on the consolidated financial statements. 
 
 Disclosure Initiative (Amendments to PAS 7, Statement of Cash Flows). The 

amendments resulted in improved disclosures about the net debt of an entity 
relevant to the understanding of its cash flows. The amendments require entities 
to provide disclosures that enable users of the consolidated financial statements 
to evaluate changes in liabilities arising from financing activities, including both 
changes arising from cash flows and non-cash changes - e.g., by providing a 
reconciliation between the opening and closing balances in the consolidated 
statement of financial position for liabilities arising from financing activities. 
 

 Recognition of Deferred Tax Assets for Unrealized Losses (Amendments to  
PAS 12, Income Taxes). The amendments clarify that: (a) the existence of a 
deductible temporary difference depends solely on a comparison of the carrying 
amount of an asset and its tax base at the end of the reporting period, and is not 
affected by possible future changes in the carrying amount or expected manner 
of recovery of the asset; (b) the calculation of future taxable profit in evaluating 
whether sufficient taxable profit will be available in future periods excludes tax 
deductions resulting from the reversal of the deductible temporary differences; 
(c) the estimate of probable future taxable profit may include the recovery of 
some of an entity's assets for more than their carrying amount if there is sufficient 
evidence that it is probable that the entity will achieve this; and (d) an entity 
assesses a deductible temporary difference related to unrealized losses in 
combination with all of its other deductible temporary differences, unless a tax 
law restricts the utilization of losses to deduction against income of a specific 
type. 
 

 Annual Improvements to PFRS Cycles 2014 - 2016 contain changes to three 
standards, of which only the Amendments to PFRS 12, Disclosure of Interests in 
Other Entities, on clarification of the scope of the standard is applicable to the 
Group. The amendments clarify that the disclosure requirements for interests in 
other entities also apply to interests that are classified as held for sale or 
distribution.  

 
New and Amended Standards and Interpretations Not Yet Adopted 
A number of new and amended standards and interpretations are effective for annual 
periods beginning after January 1, 2017 and have not been applied in preparing the 
consolidated financial statements. Unless otherwise indicated, none of these is 
expected to have a significant effect on the consolidated financial statements. 
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The Group will adopt the following new and amended standards and interpretations 
on the respective effective dates: 

 PFRS 9 (2014), Financial Instruments,  replaces PAS 39, Financial Instruments:
Recognition and Measurement, and supersedes the previously published
versions of PFRS 9 that introduced new classifications and measurement
requirements (in 2009 and 2010) and a new hedge accounting model (in 2013).
PFRS 9 includes revised guidance on the classification and measurement of
financial assets, including a new expected credit loss model for calculating
impairment, guidance on own credit risk on financial liabilities measured at fair
value and supplements the new general hedge accounting requirements.
PFRS 9 incorporates new hedge accounting requirements that represent a major
overhaul of hedge accounting and introduces significant improvements by
aligning the accounting more closely with risk management.

The new standard is required to be applied retrospectively for annual periods 
beginning on or after January 1, 2018, with early adoption permitted. The 
management of the Group is still in the process of assessing the impact of 
PFRS 9 on the classification and measurement of the Group’s financial assets 
and impairment losses credit based on expected credit loss model. The Group 
has not yet reasonably estimated the potential impact of PFRS 9 on its financial 
statements. 

 PFRS 15, Revenue from Contracts with Customers, replaces PAS 11,
Construction Contracts, PAS 18, Revenue, IFRIC 13, Customer Loyalty
Programmes, IFRIC 18, Transfer of Assets from Customers and Standard
Interpretation Committee - 31, Revenue - Barter Transactions Involving
Advertising Services. The new standard introduces a new revenue recognition
model for contracts with customers which specifies that revenue should be
recognized when (or as) the Group transfers control of goods or services to a
customer at the amount to which the Group expects to be entitled. Depending on
whether certain criteria are met, revenue is recognized over time, in a manner
that best reflects the Group’s performance, or at a point in time, when control of
the goods or services is transferred to the customer. The standard does not
apply to insurance contracts, financial instruments or lease contracts, which fall
in the scope of other PFRS. It also does not apply if two companies in the same
line of business exchange nonmonetary assets to facilitate sales to other parties.
Furthermore, if a contract with a customer is partly in the scope of another PFRS,
then the guidance on separation and measurement contained in the other PFRS
takes precedence.

The new standard is effective for annual periods beginning on or after 
January 1, 2018, with early adoption permitted. The management of the Group is 
still finalizing the impact of PFRS 15 on the Group’s revenue recognition. 
However, the Group does not expect that the adoption of PFRS 15 would have a 
significant impact on its financial position and net income. 

 Philippine Interpretation IFRIC 22, Foreign Currency Transactions and Advance
Consideration. The amendments clarify that the transaction date to be used for
translation of foreign currency transactions involving an advance payment or
receipt is the date on which the entity initially recognizes the prepayment or
deferred income arising from the advance consideration. For transactions
involving multiple payments or receipts, each payment or receipt gives rise to a
separate transaction date. The interpretation applies when an entity pays or
receives consideration in a foreign currency and recognizes a non-monetary
asset or liability before recognizing the related item.



 

- 5 - 

The interpretation is effective for annual periods beginning on or after January 1, 
2018, with early adoption permitted. 
 

Effective January 1, 2019 
 

 PFRS 16, Leases, supersedes PAS 17, Leases, and the related Philippine 
Interpretations. The new standard introduces a single lease accounting model for 
lessees under which all major leases are recognized on-balance sheet, removing 
the lease classification test. Lease accounting for lessors essentially remains 
unchanged except for a number of details including the application of the new 
lease definition, new sale-and-leaseback guidance, new sub-lease guidance and 
new disclosure requirements. Practical expedients and targeted reliefs were 
introduced including an optional lessee exemption for short-term leases (leases 
with a term of 12 months or less) and low-value items, as well as the permission 
of portfolio-level accounting instead of applying the requirements to individual 
leases. New estimates and judgmental thresholds that affect the identification, 
classification and measurement of lease transactions, as well as requirements to 
reassess certain key estimates and judgments at each reporting date were 
introduced.  
 
PFRS 16 is effective for annual periods beginning on or after January 1, 2019. 
Earlier application is permitted for entities that apply PFRS 15 at or before the 
date of initial application of PFRS 16. The Group is currently assessing the 
potential impact of the new standard. 
 

 Philippine Interpretation IFRIC 23, Uncertainty over Income Tax Treatments, 
clarifies how to apply the recognition and measurement requirements in PAS 12, 
Income Taxes, when there is uncertainty over income tax treatments. Under the 
interpretation, whether the amounts recorded in the consolidated financial 
statements will differ to that in the tax return, and whether the uncertainty is 
disclosed or reflected in the measurement, depends on whether it is probable 
that the tax authority will accept the Group’s chosen tax treatment. If it is not 
probable that the tax authority will accept the Group’s chosen tax treatment, the 
uncertainty is reflected using the measure that provides the better prediction of 
the resolution of the uncertainty - either the most likely amount or the expected 
value. The interpretation also requires the reassessment of judgments and 
estimates applied if facts and circumstances change - e.g. as a result of 
examination or action by tax authorities, following changes in tax rules or when a 
tax authority’s right to challenge a treatment expires. 
 
The interpretation is effective for annual periods beginning on or after January 1, 
2019 with earlier application permitted. 
 
The interpretation was approved by the FRSC on July 12, 2017 but is still subject 
to the approval by the Board of Accountancy. 

 
Current versus Noncurrent Classification 
The Group presents assets and liabilities in the statements of financial position 
based on current and noncurrent classification. An asset is current when it is: (a) 
expected to be realized or intended to be sold or consumed in the normal operating 
cycle; (b) held primarily for the purpose of trading; (c) expected to be realized within 
12 months after the reporting period; or (d) cash or cash equivalent unless restricted 
from being exchanged or used to settle a liability for at least 12 months after the 
reporting period.  
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A liability is current when: (a) it is expected to be settled in the normal operating 
cycle; (b) it is held primarily for trading; (c) it is due to be settled within 12 months 
after the reporting period; or (d) there is no unconditional right to defer the settlement 
of the liability for at least 12 months after the reporting period.  
 
The Group classifies all other assets and liabilities as noncurrent. Deferred tax 
assets and liabilities are classified as noncurrent. 
 
Financial Assets and Financial Liabilities 
Date of Recognition.  The Group recognizes a financial asset or a financial liability in 
the consolidated statement of financial position when it becomes a party to the 
contractual provisions of the instrument. In the case of a regular way purchase or 
sale of financial assets, recognition is done using settlement date accounting. 
 
Initial Recognition of Financial Instruments.  Financial instruments are recognized 
initially at fair value of the consideration given (in case of an asset) or received  
(in case of a liability).  The initial measurement of financial instruments, except for 
those designated as at fair value through profit or loss (FVPL), includes transaction 
costs. 
 
‘Day 1’ Difference.  Where the transaction price in a non-active market is different 
from the fair value of 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 the fair value (a ‘Day 1’ difference) in the consolidated statement of 
comprehensive income unless it qualifies for recognition as some other type of asset.  
In cases where data used is not observable, 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. 
 
Financial Assets 
The Group classifies its financial assets, at initial recognition, in the following 
categories: financial assets at FVPL, loans and receivables, available-for-sale (AFS) 
financial assets and held-to-maturity (HTM) investments.  The classification depends 
on the purpose for which the investments are acquired and whether they are quoted 
in an active market.  The Group determines the classification of its financial assets at 
initial recognition and, where allowed and appropriate, re-evaluates such designation 
at every reporting date. 
 
The Group has no financial assets classified as HTM investments, AFS financial 
assets and financial assets at FVPL as at December 31, 2017 and 2016. 
 
Loans and Receivables.  Loans and receivables are non-derivative financial assets 
with fixed or determinable payments and maturities 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 designated as AFS financial assets or financial assets at FVPL. 
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Subsequent to initial measurement, loans and receivables are carried at amortized 
cost using the effective interest rate method, less any impairment in value.   
Any interest earned on loans and receivables is recognized as part of “Interest 
income” account in the consolidated statement of comprehensive income on an 
accrual basis.  Amortized cost is calculated by taking into account any discount or 
premium on acquisition and fees that are an integral part of the effective interest rate. 
The periodic amortization is also included as part of “Interest income” account in the 
consolidated statement of comprehensive income.  Gains or losses are recognized in 
the consolidated statement of comprehensive income when loans and receivables 
are derecognized or impaired.  
 
Cash includes cash on hand and in banks which are stated at face value. Cash 
equivalents are short-term, highly liquid investments that are readily convertible to 
known amounts of cash and are subject to an insignificant risk of changes in value. 
 
The Group’s cash and cash equivalents and trade and other receivables are included 
under this category (Notes 5, 6, 23 and 24).  
 
Financial Liabilities 
The Group classifies its financial liabilities, at initial recognition, in the following 
categories: financial liabilities at FVPL and other financial liabilities. The Group 
determines the classification of its financial liabilities at initial recognition and, where 
allowed and appropriate, re-evaluates such designation at every reporting date. All 
financial liabilities are recognized initially at fair value and, in the case of loans and 
borrowings, net of directly attributable transaction costs. 
 
The Group has no financial liabilities at FVPL as at December 31, 2017 and 2016. 
 
Other Financial Liabilities.  This category pertains to financial liabilities that are not 
designated or classified as at FVPL. After initial measurement, other financial 
liabilities are carried at amortized cost using the effective interest rate method.  
Amortized cost is calculated by taking into account any premium or discount and any 
directly attributable transaction costs that are considered an integral part of the 
effective interest rate of the liability. The effective interest rate amortization is 
included in “Interest expense and other financing charges” account in the 
consolidated statement of comprehensive income. Gains and losses are recognized 
in the statements of comprehensive income when the liabilities are derecognized as 
well as through the amortization process. 
 
The Group’s liabilities arising from its trade or borrowings such as accounts payable 
and accrued expenses, loans payable, long-term debt, finance lease liabilities, other 
current liabilities and other noncurrent liabilities are included under this category 
(Notes 11, 12, 13, 20, 21, 23 and 24). 
 
Derecognition of Financial Assets and Financial Liabilities 
Financial Assets. A financial asset (or, where applicable, a part of a financial asset or 
part of a group of similar financial assets) is primarily derecognized when: 
 
 the rights to receive cash flows from the asset have expired; or 
 
 the Group has transferred its rights to receive cash flows from the asset or has 

assumed an obligation to pay them in full without material delay to a third party 
under a “pass-through” arrangement; 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. 
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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 risks and rewards of ownership. When it has neither transferred nor 
retained substantially all 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 the 
associated liability. The transferred asset and the associated liability are measured 
on the 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 is required to repay. 

Financial Liabilities. A financial liability is derecognized when the obligation under the 
liability is discharged or cancelled, or expires.  When 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 the 
statement of comprehensive income. 

Impairment of Financial Assets 
The Group assesses, at the reporting date, whether a financial asset or group of 
financial assets is impaired. 

A financial asset or a group of financial assets is deemed to be impaired if, and only 
if, there is objective evidence of impairment as a result of one or more events that 
have occurred after the initial recognition of the asset (an incurred loss event) and 
that loss event has an impact on the estimated future cash flows of the financial 
asset or the group of financial assets that can be reliably estimated.  

For financial assets carried at amortized cost such as loans and receivables, the 
Group first assesses whether impairment exists individually for financial assets that 
are individually significant, or collectively for financial assets that are not individually 
significant. If no objective evidence of impairment has been identified for a particular 
financial asset that was individually assessed, the Group includes the asset as part 
of a group of financial assets with similar credit risk characteristics and collectively 
assesses the group 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 the collective impairment assessment.  

Evidence of impairment may include indications that the borrower or a group of 
borrowers is experiencing financial difficulty, default or delinquency in principal or 
interest payments, or may enter into bankruptcy or other form of financial 
reorganization intended to alleviate the financial condition of the borrower. For 
collective impairment purposes, evidence of impairment may include observable data 
on existing economic conditions or industry-wide developments indicating that there 
is a measurable decrease in the estimated future cash flows of the related assets. 
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If there is objective evidence of impairment, the amount of loss is measured as the 
difference between the asset’s carrying amount and the present value of estimated 
future cash flows (excluding future credit losses) discounted at the financial asset’s 
original effective interest rate (i.e., the effective interest rate computed at initial 
recognition). Time value is generally not considered when the effect of discounting 
the cash flows is not material. If a loan or receivable has a variable rate, the discount 
rate for measuring any impairment loss is the current effective interest rate, adjusted 
for the original credit risk premium. For collective impairment purposes, impairment 
loss is computed based on their respective default and historical loss experience. 
 
The carrying amount of the asset is reduced either directly or through the use of an 
allowance account. The impairment loss for the period is recognized in the 
consolidated statement of comprehensive income.  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 amount of the asset does not exceed its amortized cost at 
the reversal date. 
 
Classification of Financial Instruments between Liability and Equity 
Financial instruments are classified as liability 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. 
 
A financial instrument is classified as liability if it provides for a contractual obligation 
to: 
 
 deliver cash or another financial asset to another entity; 
 
 exchange financial assets or financial liabilities with another entity under 

conditions that are potentially unfavorable to the Group; or 
 
 satisfy the obligation other than by the exchange of a fixed amount of cash or 

another financial asset for a fixed number of own equity shares. 
 
If the Group does not have an unconditional right to avoid delivering cash or another 
financial asset to settle its contractual obligation, the obligation meets the definition 
of a financial liability. 
 
The components of issued financial instruments that contain both liability and equity 
elements are accounted for separately, with the equity component being assigned 
the residual amount after deducting from the instrument as a whole or in part, the 
amount separately determined as the fair value of the liability component on the date 
of issue. 
 
Debt Issue Costs 
Debt issue costs are considered as an adjustment to the effective yield of the related 
debt and are deferred and amortized using the effective interest rate method.  When 
a loan is paid, the related unamortized debt issue costs at the date of repayment are 
recognized in the consolidated statement of comprehensive income. 
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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 amounts and there is an intention to 
settle on a net basis, or to realize the assets and settle the liabilities simultaneously. 

Inventories 
Finished goods and materials and supplies are valued at the lower of cost and net 
realizable value. 

Costs incurred in bringing each inventory to its present location and condition are 
accounted for as follows: 

Finished goods - at cost, which includes direct materials and labor and
a proportion of manufacturing overhead costs based
on normal operating capacity but excluding borrowing
costs; costs are determined using the moving-average
method.

Materials and supplies  - at cost, using the moving-average method.

Finished Goods. Net realizable value is the estimated selling price in the ordinary 
course of business, less the estimated costs necessary to make the sale. 

Materials and Supplies.  Net realizable value is the current replacement cost. 

Any write-down of inventories to net realizable value and all losses of inventories are 
recognized as expense in the year of write-down or loss occurrence. The amount of 
reversals, if any, of write-down of inventories arising from an increase in net 
realizable value are recognized as reduction in the amount of inventories recognized 
as expense in the year in which the reversal occurs. 

Business Combination 
Business combinations are accounted for using the acquisition method as at the 
acquisition date. The cost of an acquisition is measured as the aggregate of the 
consideration transferred, measured at acquisition date fair value. 

An asset or group of assets acquired including any liabilities assumed that constitute 
a business qualifies as a business combination. PFRS 3 defined business as an 
integrated set of activities and assets that is capable of being conducted and 
managed for the purpose of providing a return in the form of dividends, lower costs 
or other economic benefits directly to investors or other owners, members or 
participants. 

When the Group acquires a business, it assesses the financial assets and financial 
liabilities assumed for appropriate classification and designation in accordance with 
the contractual terms, economic circumstances and pertinent conditions as at the 
acquisition date.   

The Group measures goodwill at the acquisition date as the fair value of the 
consideration transferred less the net recognized amount (generally fair value) of the 
identifiable assets acquired and liabilities assumed.  When the excess is negative, a 
bargain purchase gain is recognized immediately in the statements of 
comprehensive income. Subsequently, goodwill is measured at cost less any 
accumulated impairment in value.  Goodwill is reviewed for impairment, annually or 
more frequently, if events or changes in circumstances indicate that the carrying 
amount may be impaired. 
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The consideration transferred does not include amounts related to the settlement of  
pre-existing relationships. Such amounts are generally recognized in the statement 
of comprehensive income. Costs related to the acquisition, other than those 
associated with the issuance of debt or equity securities that the Group incurs in 
connection with a business combination, are expensed as incurred. Any contingent 
consideration payable is measured at fair value at the acquisition date. If the 
contingent consideration is classified as equity, it is not remeasured and settlement 
is accounted for within equity. Otherwise, subsequent changes to the fair value of the 
contingent consideration are recognized in the statement of comprehensive income. 
 
Goodwill in a Business Combination 
Goodwill acquired in a business combination is, from the acquisition date, allocated 
to each of the cash-generating units, or groups of cash-generating units that are 
expected to benefit from the synergies of the combination, irrespective of whether 
other assets or liabilities are assigned to those units or groups of units.  Each unit or 
group of units to which the goodwill is allocated: 
 
 represents the lowest level within the Group at which the goodwill is monitored 

for internal management purposes; and 
 

 is not larger than an operating segment determined in accordance with PFRS 8, 
Operating Segments. 
 

Impairment is determined by assessing the recoverable amount of the  
cash-generating unit or group of cash-generating units, to which the goodwill relates. 
Where the recoverable amount of the cash-generating unit or group of  
cash-generating units is less than the carrying amount, an impairment loss is 
recognized.  Where goodwill forms part of a cash-generating unit or group of cash-
generating units and part of the operation within that unit is disposed of, the goodwill 
associated with the operation disposed of is included in the carrying amount of the 
operation when determining the gain or loss on disposal of the operation.  Goodwill 
disposed of in this circumstance is measured based on the relative values of the 
operation disposed of and the portion of the cash-generating unit retained.  An 
impairment loss with respect to goodwill is not reversed. 
 
Intangible Assets Acquired in a Business Combination 
The cost of an intangible asset acquired in a business combination is the fair value 
as at the date of acquisition, determined using discounted cash flows as a result of 
the asset being owned.  
 
Following initial recognition, intangible asset is carried at cost less any accumulated 
amortization and impairment losses, if any.  The useful life of an intangible asset is 
assessed to be either finite or indefinite.  
 
The Group assessed the useful lives of other intangible assets to be indefinite. 
Based on our analysis of all the relevant factors, there is no foreseeable limit to the 
period over which the assets are expected to generate cash inflows for the Group.  
 
Intangible assets with indefinite useful life are tested for impairment annually, either 
individually or at the cash-generating unit level. Such intangibles are not amortized. 
The useful life of an intangible asset with an indefinite life is reviewed annually to 
determine whether indefinite life assessment continues to be supportable. If not, the 
change in the useful life assessment from indefinite to finite is made on prospective 
basis. 
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Gains or losses arising from the disposal of an intangible asset are measured as the 
difference between the net disposal proceeds and the carrying amount of the asset, 
and are recognized in the statements of comprehensive income when the asset is 
derecognized. 
 
Property, Plant and Equipment 
Property, plant and equipment are stated at cost less accumulated depreciation and 
amortization and any accumulated impairment in value.  Such cost includes the cost 
of replacing part of the property, plant and equipment at the time the cost is incurred, 
if the recognition criteria are met, and excludes the costs of day-to-day servicing. 
 
The initial cost of property, plant and equipment comprises of its construction cost or 
purchase price, including import duties, taxes and any directly attributable costs in 
bringing the asset to its working condition and location for its intended use. 
Expenditures incurred after the asset has been put into operation, such as repairs, 
maintenance and overhaul costs, are normally recognized as expense in the period 
the costs are incurred.  Major repairs are capitalized as part of property, plant and 
equipment only when it is probable that future economic benefits associated with the 
items will flow to the Group and the cost of the items can be measured reliably. 
 
Construction in progress (CIP) represents structures under construction and is stated 
at cost.  This includes the costs of construction and other direct costs.  Borrowing 
costs that are directly attributable to the construction of property, plant and 
equipment, if any, are capitalized during the construction period.  CIP is not 
depreciated until such time that the relevant assets are ready for use. 
 
Depreciation and amortization, which commence when the assets are available for 
their intended use, are computed using the straight-line method over the following 
estimated useful lives of the assets: 
 

 Number of Years 

Site improvements 2 -20 
Buildings 22 - 30 
Machinery 5 - 25 
Delivery and transportation 

equipment 5 - 8 
Office furniture and equipment 2 - 5 
Tools and water system 1 - 2 

 
The remaining useful lives, residual values, and depreciation and amortization 
methods are reviewed and adjusted periodically, if appropriate, to ensure that such 
periods and methods of depreciation and amortization are consistent with the 
expected pattern of economic benefits from the items of property, plant and 
equipment. 
 
The carrying amounts of property, plant and equipment are reviewed for impairment 
when events or changes in circumstances indicate that the carrying amounts may 
not be recoverable. 
 
Fully depreciated assets are retained in the accounts until they are no longer in use. 
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An item of property, plant and equipment is derecognized when either it has been 
disposed of or when it is permanently withdrawn from use and no future economic 
benefits are expected from its use or disposal. Any gain or loss arising from the 
retirement and disposal of an item of property, plant and equipment (calculated as 
the difference between the net disposal proceeds and the carrying amount of the 
asset) is recognized in the consolidated statement of comprehensive income in the 
period of retirement and disposal. 
 
Impairment of Non-financial Assets 
The carrying amount of property, plant and equipment and goodwill and other 
intangible assets are reviewed for impairment when events or changes in 
circumstances indicate that the carrying amount may not be recoverable. Intangible 
assets with indefinite useful lives are tested for impairment annually either 
individually or at the cash-generating unit level. If any such indication exists, and if 
the carrying amount exceeds the estimated recoverable amount, the assets or cash-
generating units are written down to their recoverable amounts.  The recoverable 
amount of the asset is the greater of fair value less costs to sell and value in use.  
The fair value less costs to sell is the amount obtainable from the sale of an asset in 
an arm’s length transaction between knowledgeable, willing parties, less costs of 
disposal. 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 asset. For an asset that does 
not generate largely independent cash inflows, the recoverable amount is 
determined for the cash-generating unit to which the asset belongs. Impairment 
losses are recognized in the consolidated statement of comprehensive income in 
those expense categories consistent with the function of the impaired asset. 
 
An assessment is made at each reporting date as to whether there is any indication 
that previously recognized impairment losses may no longer exist or may have 
decreased. If such indication exists, the recoverable amount is estimated.  
A previously recognized impairment loss is reversed only if there has been a change 
in the estimates used to determine the asset’s recoverable amount since the last 
impairment loss was recognized. If that is the case, the carrying amount of the asset 
is increased to its recoverable amount. That increased amount cannot exceed the 
carrying amount that would have been determined, net of depreciation and 
amortization, had no impairment loss been recognized for the asset in prior years.  
Such reversal is recognized in the consolidated statement of comprehensive income. 
After such a reversal, the depreciation and amortization charge is adjusted in future 
periods to allocate the asset’s revised carrying amount, less any residual value, on a 
systematic basis over its remaining useful life. An impairment loss with respect to 
goodwill is not reversed. 
 
Fair Value Measurements 
The Group measures a number of financial and non-financial assets and liabilities at 
fair value at each reporting date. 
 
Fair value is the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement 
date.  The fair value measurement is based on the presumption that the transaction 
to sell the asset or transfer the liability takes place either: (a) in the principal market 
for the asset or liability; or (b) in the absence of a principal market, in the most 
advantageous market for the asset or liability. The principal or most advantageous 
market must be accessible to the Group. 
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The fair value of an asset or liability is measured using the assumptions that market 
participants would use when pricing the asset or liability, assuming that market 
participants act in their best economic interest. 
 
The Group uses valuation techniques that are appropriate in the circumstances and 
for which sufficient data are available to measure fair value, maximizing the use of 
relevant observable inputs and minimizing the use of unobservable inputs. 
 
All assets and liabilities for which fair value is measured or disclosed in the financial 
statements are categorized within the fair value hierarchy, described as follows, 
based on the lowest level input that is significant to the fair value measurement as a 
whole: 
 
 Level 1: quoted prices (unadjusted) in active markets for identical assets or 

liabilities;  
 
 Level 2: inputs other than quoted prices included within Level 1 that are 

observable for the asset or liability, either directly or indirectly; and  
 
 Level 3: inputs for the asset or liability that are not based on observable market 

data.  
 
For assets and liabilities that are recognized in the financial statements on a 
recurring basis, the Group determines whether transfers have occurred between 
levels in the hierarchy by re-assessing the categorization at the end of each reporting 
period. 
 
For the purpose of fair value disclosures, the Group has determined classes of 
assets and liabilities on the basis of the nature, characteristics and risks of the asset 
or liability and the level of the fair value hierarchy. 
 
Provisions  
Provisions are recognized when: (a) the Group has a present obligation (legal or 
constructive) as a result of past events; (b) it is probable (i.e., more likely than not) 
that an outflow of resources embodying economic benefits will be required to settle 
the obligation; and (c) a reliable estimate of the amount of the obligation can be 
made. Where some or all of the expenditure required to settle a provision is expected 
to be reimbursed by another party, the reimbursement is recognized as a separate 
asset only when it is virtually certain that reimbursement will be received. The 
amount recognized for the reimbursement shall not exceed the amount of the 
provision.  Provisions are reviewed at each reporting date and adjusted to reflect the 
current best estimate. 
 
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 the risks specific to the liability.  
Where discounting is used, the increase in the provision due to the passage of time 
is recognized as interest expense. 
 
Capital Stock and Additional Paid-in Capital 
Common shares.  Common shares are classified as equity. Incremental costs 
directly attributable to the issue of common shares are recognized as a deduction 
from equity, net of any tax effects. 
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Redeemable Preferred Shares.  Redeemable preferred shares are classified as 
equity if it is redeemable only at the option of the Parent Company, and any 
dividends thereon are discretionary.  Discretionary dividends thereon, if any, are 
recognized as distributions within equity upon approval by the Group’s shareholders. 
 
Additional Paid-in Capital.  When the shares are sold at premium, the difference 
between the proceeds and the par value is credited to the “Additional Paid-in Capital” 
account. 
 
Treasury Shares   
When share capital recognized as equity is reacquired, the amount of the 
consideration paid, which includes directly attributable costs, net of any tax effects, is 
carried at cost and recognized as a deduction from equity.  Repurchased shares are 
classified as treasury shares and are presented separately in the financial 
statements. No gain or loss is recognized on the purchase, sale or reissuance or 
cancellation of the Parent Company’s own equity instruments. When treasury shares 
are sold or reissued subsequently, the amount received is recognized as an increase 
in equity, and the resulting surplus or deficit on the transaction is presented in 
additional paid-in capital. When the shares are retired, the capital stock account is 
reduced by its par value and the excess of cost over par value upon retirement is 
debited to additional paid-in capital to the extent of the specific or average additional 
paid-in capital when the shares were issued and to retained earnings for the 
remaining balance. 
 
Retained Earnings 
Retained earnings represent the cumulative balance of net income or loss, dividend 
contributions and other capital adjustments. Appropriated retained earnings 
represent the portion which is restricted and therefore not available for any dividend 
declaration. 
 
Revenue Recognition 
Revenue is recognized to the extent that it is probable that the economic benefits will 
flow to the Group and the amount of revenue can be reliably measured. Revenue is 
measured at the fair value of the consideration received or receivable, taking into 
account contractually defined terms of payment and excluding taxes or duty. The 
following specific recognition criteria must also be met before revenue is recognized: 
 
Revenue from Sale of Goods 
Revenue from sale of goods in the course of ordinary activities is measured at the 
fair value of the consideration received or receivable, net of returns, trade discounts 
and volume rebates. Revenue is recognized when the significant risks and rewards 
of ownership of the goods have passed to the buyer, which is normally upon delivery, 
and the amount of revenue can be measured reliably. 
 
Interest income 
Interest income is recognized as the interest accrues, taking into account the 
effective yield on the asset. 
 
Rent income  
Rent income from operating leases is recognized on a straight-line basis over the 
lease term. Lease incentives granted are recognized as an integral part of the total 
rent income over the term of the lease. 
 
Other Income 
Other income is recognized when earned. 
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Costs and Expenses 
Costs and expenses are decreases in economic benefits during the accounting 
period in the form of outflows or decrease in assets or incurrence of liabilities that 
result in decreases in equity, other than those relating to distributions to equity 
participants.  Expenses are recognized when incurred. 
 
Leases 
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 the 
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 an extension is 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), and at the date of renewal or extension period for scenario 
(b) above. 
 
Finance Lease 
Group as Lessee. Finance leases, which transfer to the Group substantially all the 
risks and rewards incidental to ownership of the leased item, are capitalized at the 
inception of the lease at the fair value of the leased property or, if lower, at the 
present value of the minimum lease payments.  Obligations arising from leased 
assets under finance lease agreement are classified in the consolidated statement of 
financial position as finance lease liabilities. 
 
Lease payments are apportioned between financing charges and reduction of the 
lease liability so as to achieve a constant rate of interest on the remaining balance of 
the liability.  Financing charges are recognized in the consolidated statement of 
comprehensive income. 
 
Capitalized leased assets are depreciated over the estimated useful lives of the 
assets when there is reasonable certainty that the Group will obtain ownership by the 
end of the lease term. 
 
Operating Lease 
Group as Lessee. Leases which do not transfer to the Group substantially all the 
risks and rewards of ownership of the asset are classified as operating leases.  
Operating lease payments are recognized as an expense in the consolidated 
statement of comprehensive income on a straight-line basis over the lease term. 
Associated costs such as maintenance and insurance are expensed as incurred. 
 
Group as Lessor. Lease of the Group’s facility where the Group retains substantially 
all risks and rewards incidental to ownership are classified as operating leases.  Rent 
income from operating leases is recognized as income on a straight-line basis over 
ones the lease term. 
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Employee Benefits 
Short-term Employee Benefits 
Short-term employee benefits are expensed as the related service is provided.  
A liability is recognized for the amount expected to be paid if the Group has a 
present legal or constructive obligation to pay this amount as a result of past service 
provided by the employee and the obligation can be estimated reliably. 
 
Defined benefit retirement plan 
A defined benefit plan is a post-employment benefit plan other than a defined 
contribution plan. The net defined benefit retirement liability or asset is the aggregate 
of the present value of the amount of future benefit that employees have earned in 
return for their service in the current and prior periods, reduced by the fair value of 
plan assets (if any). 
 
The calculation of defined benefit retirement obligation is performed annually by a 
qualified actuary using the projected unit credit method. Projected unit credit method 
reflects services rendered by employees to the date of valuation and incorporates 
assumptions concerning projected salaries of employees. Actuarial gains and losses 
are recognized in full in the period in which they occur in other comprehensive 
income. Such actuarial gains and losses are also immediately recognized in equity 
and are not reclassified to profit or loss in subsequent period. When the calculation 
results in a potential asset for the Group, the recognized asset is limited to the 
present value of economic benefits available in the form of any future refunds from 
the plan or reductions in future contributions to the plan.  To calculate the present 
value of economic benefits, consideration is given to any applicable minimum 
funding requirements. 
 
Defined benefit costs comprise the following: 
 Service costs 
 Net interest on the defined benefit retirement liability or asset 
 Remeasurements of defined benefit retirement 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 the statement of 
comprehensive income. Past service costs are recognized when plan amendment or 
curtailment occurs. These amounts are calculated periodically by independent 
qualified actuary. 
 
Remeasurements of the net defined benefit retirement liability or asset, which 
comprise actuarial gains and losses, the returns on plan assets (excluding interest) 
and the effect of the asset ceiling (if any, excluding interest), are recognized 
immediately in the other comprehensive income. Remeasurements are not 
reclassified to profit or loss in subsequent periods. The Group determines the net 
interest expense (income) on the net defined benefit obligation for the period by 
applying the discount rate used to measure the defined benefit obligation at the 
beginning of the annual period to the then net defined benefit liability (asset), taking 
into account any changes in the net defined benefit liability (asset) during the period 
as a result of contributions and benefit payments.  Net interest expense and other 
expenses related to defined benefit plans are recognized in the profit or loss. 
 
When the benefits of a plan are changed or when a plan is curtailed, the resulting 
change in benefit that related to past service or the gain or loss on curtailment is 
recognized immediately in profit or loss.  The Group recognizes gains and losses on 
the settlement of a defined benefit plan when the settlement occurs. 
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Foreign Currency 
Foreign Currency Translations 
Transactions in foreign currencies are translated to the respective functional 
currencies of the Group entities at exchange rates at the dates of the transactions.  
Monetary assets and monetary liabilities denominated in foreign currencies are 
retranslated at the functional currency rate of exchange ruling at the reporting date. 
 
The foreign currency gain or loss on monetary items is the difference between 
amortized cost in the functional currency at the beginning of the year, adjusted for 
effective interest and payments during the year, and the amortized cost in foreign 
currency translated at the exchange rate at the reporting date. 
 
Nonmonetary assets and nonmonetary liabilities denominated in foreign currencies 
that are measured at fair value are translated to the functional currency at the 
exchange rate at the date the fair value was determined.  Nonmonetary items in 
foreign currencies that are measured in terms of historical cost are translated using 
the exchange rate at the date of the transaction. 
 
Foreign Operations 
The assets and liabilities of foreign operations, including goodwill and fair value 
adjustments arising on acquisition, are translated to Philippine peso at exchange 
rates at the reporting date. The income and expenses of foreign operations, 
excluding foreign operations in hyperinflationary economies, are translated to 
Philippine peso at average exchange rates for the period. 
 
Foreign currency differences are recognized in other comprehensive income and 
presented in the “Translation reserve” account in the consolidated statement of 
changes in equity.  However, if the operation is not a wholly-owned subsidiary, then 
the relevant proportionate share of the translation difference is allocated to the non-
controlling interests.  When a foreign operation is disposed of such that control, 
significant influence or joint control is lost, the cumulative amount in the translation 
reserve related to that foreign operation is reclassified to the profit or loss as part of 
the gain or loss on disposal.   
 
When the Group disposes of only part of its interest in a subsidiary that includes a 
foreign operation while retaining control, the relevant proportion of the cumulative 
amount is reattributed to non-controlling interests.  When the Group disposes of only 
part of its investment in shares of stock of an associate or joint venture that includes 
a foreign operation while retaining significant influence or joint control, the relevant 
proportion of the cumulative amount is reclassified to profit or loss. 
 
When the settlement of a monetary item receivable from or payable to a foreign 
operation is neither planned nor likely to occur in the foreseeable future, foreign 
exchange gains and losses arising from such a monetary item are considered to 
form part of a net investment in a foreign operation and are recognized in other 
comprehensive income and presented in the “Translation reserve” account in the 
consolidated statement of changes in equity. 
 
Taxes 
Current Tax. Current tax is the expected tax payable or receivable on the taxable 
income or loss for the year, using tax rates enacted or substantively enacted at the 
reporting date, and any adjustment to tax payable in respect of previous years. 
 
Current tax relating to items recognized directly in equity is recognized in equity and 
not in profit or loss. The Group periodically evaluates positions taken in the tax 
returns with respect to situations in which applicable tax regulations are subject to 
interpretations and establishes provisions where appropriate. 
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Deferred Tax. Deferred tax is recognized using the liability method in respect of 
temporary differences between the carrying amounts of assets and liabilities for 
financial reporting purposes and the amounts used for taxation purposes.   
 
Deferred tax liabilities are recognized for all taxable temporary differences, except: 
 
 where the deferred tax liability arises from the initial recognition of goodwill or of 

an asset or liability in a transaction that is not a business combination and, at the 
time of the transaction, affects neither the accounting profit nor taxable profit or 
loss; and 

 
 with respect to taxable temporary differences associated with investments in 

shares of stock of subsidiaries where the timing of the reversal of the temporary 
differences can be controlled and it is probable that the temporary differences will 
not reverse in the foreseeable future. 

 
Deferred tax assets are recognized for all deductible temporary differences, 
carryforward benefits of unused tax credits - Minimum Corporate Income Tax (MCIT) 
and unused tax losses - Net Operating Loss Carry Over (NOLCO), to the extent that 
it is probable that taxable profit will be available against which the deductible 
temporary differences, and the carryforward benefits of MCIT and NOLCO can be 
utilized, except: 
 
 where the deferred tax asset relating to the deductible temporary difference 

arises from the initial recognition of an asset or liability in a transaction that is not 
a business combination and, at the time of the transaction, affects neither the 
accounting profit nor taxable profit or loss; and 

 
 with respect to deductible temporary differences associated with investments in 

shares of stock of subsidiaries, associates and interests in joint ventures, 
deferred tax assets are recognized only to the extent that it is probable that the 
temporary differences will reverse in the foreseeable future and taxable profit will 
be available against which the temporary differences can be utilized. 
 

The carrying amount of deferred 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 tax asset to be utilized. Unrecognized 
deferred 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 tax 
asset to be recovered. 
 
The measurement of deferred tax reflects the tax consequences that would follow 
the manner in which the Group expects, at the end of the reporting period, to recover 
or settle the carrying amount of its assets and liabilities. 
 
Deferred tax assets and liabilities are measured at the tax rates that are expected to 
apply in the year 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 the reporting 
date.  
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In determining the amount of current and deferred tax, the Group takes into account 
the impact of uncertain tax positions and whether additional taxes and interest may 
be due.  The Group believes that its accruals for tax liabilities are adequate for all 
open tax years based on its assessment of many factors, including interpretation of 
tax laws and prior experience. This assessment relies on estimates and assumptions 
and may involve a series of judgments about future events. New information may 
become available that causes the Group to change its judgment regarding the 
adequacy of existing tax liabilities; such changes to tax liabilities will impact tax 
expense in the period that such a determination is made. 
 
Current tax and deferred tax are recognized in the statements of comprehensive 
income except to the extent that it relates to a business combination, or items 
recognized directly in equity or in other comprehensive income. 
 
Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right 
exists to set off current tax assets against current tax liabilities and the deferred 
taxes relate to the same taxable entity and the same taxation authority. 
 
Value-added Tax (VAT).  Revenues, expenses and assets are recognized net of the 
amount of VAT, except: 
 
 where the tax incurred on a purchase of assets or services is not recoverable 

from the taxation authority, in which case the tax is recognized as part of the cost 
of acquisition of the asset or as part of the expense item as applicable; and 

 
 receivables and payables that are stated with the amount of tax included. 
 
The net amount of tax recoverable from, or payable to, the taxation authority is 
included as part of “Prepaid expenses and other current assets”, “Income tax 
payable” and “Accounts payable and accrued expenses” accounts in the statements 
of financial position. 
 
Related Parties 
Parties are considered to be related if 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 operating decisions.  Parties are also considered to be related if 
they are subject to common control and significant influence.  Related parties may be 
individuals or corporate entities.  
 
Contingencies 
Contingent liabilities are not recognized in the financial statements.  They are 
disclosed in the notes to the financial statements unless the possibility of an outflow 
of resources embodying economic benefits is remote.  Contingent assets are not 
recognized in the financial statements but are disclosed in the notes to the 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 reporting date (adjusting events) are reflected in the financial 
statements. Post year-end events that are not adjusting events are disclosed in the 
notes to the financial statements when material. 
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4. Use of Judgments, Estimates and Assumptions 
 
The preparation of the financial statements in accordance with PFRS requires 
management to make judgments, estimates and assumptions that affect the 
application of accounting policies and the amounts of assets, liabilities, income and 
expenses reported in the financial statements at the reporting date.  However, 
uncertainty about these judgments, estimates and assumptions could result in an 
outcome that could require a material adjustment to the carrying amount of the 
affected asset or liability in the future. 
 
Judgments and estimates 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.  Revisions are recognized in the 
period in which the judgments and estimates are revised and in any future period 
affected. 
 
Judgments 
In the process of applying the accounting policies, management has made the 
following judgments, apart from those involving estimations, which have an effect on 
the amounts recognized in the financial statements: 
 
Functional Currency. Based on the economic substance of the underlying 
circumstances relevant to the Group, the functional currency has been determined to 
be the Philippine Peso. It is the currency of the primary economic environment in 
which the Group operates. 
 
Finance Lease Commitments - Group as Lessee. The Group’s management has 
made a judgment that it has substantially acquired all the risks and rewards 
incidental to the ownership of the transportation and delivery equipment.  
Accordingly, the Group accounted for the agreements as finance lease and 
recognized the transportation and delivery equipment and finance lease liabilities at 
the present value of the agreed monthly payments (Notes 9 and 21). 
 
Finance lease liabilities recognized in the statements of financial position amounted 
to P6,650 and P10,280 as at December 31, 2017 and 2016 (Note 21).   
 
The carrying amount of delivery and transportation equipment under finance lease 
amounted to P12,523 and P13,968 as at December 31, 2017 and 2016  
(Notes 9 and 21). 
 
Operating Lease Commitments. The Group has entered into various lease 
agreements either as a lessor or a lessee.  The Group had determined that it retains 
all the significant risks and rewards of ownership of the property leased out on 
operating leases while the significant risks and rewards for property leased from third 
parties are retained by the lessors. 
 
Rent expense recognized in the statements of comprehensive income amounted to 
P56,016 and P14,192 in 2017 and 2016, respectively (Notes 16,17, 18 and 21). 
 
Rent income recognized in the consolidated statement of comprehensive income 
amounted to P1,786 in 2017 (Note 21). 
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Adequacy of Tax Liabilities. The Group takes into account the impact of uncertain tax 
positions and whether additional taxes and interest may be due. The Group believes 
that no accrual for tax liabilities is necessary for all open tax years based on its 
assessment of many factors, including interpretation of tax laws and prior 
experience. This assessment relies on estimates and assumptions and may involve 
a series of judgments about future events. New information may become available 
that causes the Group to change its judgment regarding the adequacy of existing tax 
liabilities; such changes to tax liabilities will impact tax expense in the period that 
such a determination is made. 
 
Classifying Financial Instruments. The Group exercises judgments in classifying a 
financial instrument, or its component parts, on initial recognition as a financial asset, 
a financial liability, or an equity instrument in accordance with the substance of the 
contractual arrangement and the definitions of a financial asset or liability. The 
substance of a financial instrument, rather than its legal form, governs its 
classification in the statements of financial position. 
 
Measurement of Fair Values. A number of the Group’s accounting policies and 
disclosures require the measurement of fair values for both financial and  
non-financial assets and liabilities. 
 
The Group has an established control framework with respect to the measurement of 
fair values. Management has the overall responsibility for overseeing all significant 
fair value measurements, including Level 3 fair values. Management regularly 
reviews significant unobservable inputs and valuation adjustments. If third party 
information is used to measure fair values, then the valuation team assesses the 
evidence obtained to support the conclusion that such valuations meet the 
requirements of PFRS, including the level in the fair value hierarchy in which such 
valuations should be classified. 
 
The Group uses market observable data when measuring the fair value of an asset 
or liability. Fair values are categorized into different levels in a fair value hierarchy 
based on the inputs used in the valuation techniques (Note 3). 
 
If the inputs used to measure the fair value of an asset or a liability can be 
categorized in different levels of the fair value hierarchy, then the fair value 
measurement is categorized in its entirety in the same level of the fair value 
hierarchy based on the lowest level input that is significant to the entire 
measurement. 
 
The Group recognizes transfers between levels of the fair value hierarchy at the end 
of the reporting period during which the change has occurred. 
 
The methods and assumptions used to estimate the fair values for both financial and 
non-financial assets and liabilities are discussed in Notes 10, 23 and 24. 
 
Contingencies. The Group, in the ordinary course of business, sets up appropriate 
provisions for its present legal or constructive obligations, if any, in accordance with 
its policies on provisions and contingencies.  In recognizing and measuring 
provisions, management takes risks and uncertainties into account. 
 
The Group has not recognized any provision as at December 31, 2017 and 2016. 
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Estimates and Assumptions 
The key estimates and assumptions used in the financial statements are based upon 
the Group’s evaluation of relevant facts and circumstances as of the date of the 
financial statements.  Actual results could differ from such estimates. 
 
Allowance for Impairment Losses on Trade and Other Receivables. Provisions are 
made for specific and groups of accounts, where objective evidence of impairment 
exists.  The Group evaluates these accounts on the basis of factors that affect the 
collectability of the accounts. These factors include, but are not limited to, the length 
of the Group’s relationship with the customers and counterparties, the current credit 
status based on third party credit reports and known market forces, average age of 
accounts, collection experience and historical loss experience. The amount and 
timing of the recorded expenses for any period would differ if the Group made 
different judgments or utilized different methodologies. An increase in the allowance 
for impairment losses would increase the recorded general and administrative 
expenses and decrease current assets. 
 
Trade and other receivables written-off during the year amounted to P225 in 2017 
(Notes 6 and 18). 
 
The carrying amount of trade and other receivables amounted to P742,861 and 
P611,632 as at December 31, 2017 and 2016, respectively (Note 6). 
 
Write-down of Inventory. The Group writes-down the cost of inventory to net 
realizable value whenever net realizable value becomes lower than cost due to 
damage, physical deterioration, obsolescence, changes in price levels or other 
causes.   
 
Estimates of net realizable value are based on the most reliable evidence available 
at the time the estimates are made of the amount the inventories are expected to be 
realized.  These estimates take into consideration fluctuations of price or cost directly 
relating to events occurring after the reporting date to the extent that such events 
confirm conditions existing at the reporting date.  
 
Based on assessment made by management, no provision for impairment losses is 
required to be recognized as at December 31, 2017 and 2016. 
 
The carrying amount of inventories amounted to P1,323,096 and P611,606 as at 
December 31, 2017 and 2016, respectively (Note 7). 
 
Estimated 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 update d if expectations differ 
from previous estimates due to physical wear and tear, technical or commercial 
obsolescence and legal or other limits on the use of the assets. 
 
In addition, estimation of the useful lives of property, plant and equipment is based 
on collective assessment of industry practice, internal technical evaluation and 
experience with similar assets.  It is possible, however, that future financial 
performance 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. A 
reduction in the estimated useful lives of property, plant and equipment would 
increase the recorded cost of sales, selling and general and administrative expenses 
and decrease noncurrent assets. 
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In 2017, the Parent Company conducted an operational review of its property, plant 
and equipment which resulted in changes in the expected remaining useful lives of 
these assets. The effect of these changes on actual and expected depreciation 
expense, before tax, was as follows. 
 

Year  

2017 (P32,001) 
2018 (28,418) 
2019 (8,418) 
2020 (7,647) 
2021 and thereafter 76,484 

 
Property, plant and equipment, net of accumulated depreciation, amounted to 
P2,718,039 and P1,962,910 as at December 31, 2017 and 2016, respectively. 
Accumulated depreciation and amortization of property, plant and equipment 
amounted to P390,433 and P197,458 as at December 31, 2017 and 2016, 
respectively (Note 9). 
 
Acquisition Accounting. At the time of acquisition, the Group considers whether the 
acquisition represents an acquisition of a business or a group of assets. The Group 
accounts for an acquisition as a business combination if it acquires an integrated set 
of business processes in addition to the group of assets acquired. The consideration 
is made to the extent that the significant business processes are acquired and the 
additional services to be provided.  
 
In 2017, the Group accounts for acquired businesses using the acquisition method of 
accounting which requires that the assets acquired and the liabilities assumed are 
recognized at the date of acquisition based on their respective fair values. 
 
The application of the acquisition method requires certain estimates and 
assumptions concerning the determination of the fair values of acquired assets as 
well as liabilities assumed, at the acquisition date.  Moreover, the useful lives of the 
acquired intangible assets and property, plant and equipment have to be determined.  
 
In 2016, the acquisition of the assets qualifies as an acquisition of business because 
the Group acquired the property and equipment, business processes, human 
resources, technology and other intellectual property used by the predecessor 
entities which have been in operation. The entities are in the business of 
manufacturing, buying, selling and processing of coconut and other related products. 
 
With the acquisition, it enable to consolidate all its coconut-based business into the 
Group by integrating these inputs and processes to the Group. The acquisition is 
also expected to provide the Group with an increase share in the coconut industry 
through expansion of its operations globally. 
 
The carrying amount of goodwill arising from business combinations amounted to 
P1,216,840 and P608,002 as at December 31, 2017 and 2016, respectively  
(Note 10). 
 
Estimated Useful Life of Intangible Asset. The useful life of intangible asset is 
assessed at the individual asset level as having either a finite or indefinite life. 
Intangible asset is regarded to have an indefinite useful life when, based on analysis 
of all of the relevant factors, there is no foreseeable limit to the period over which the 
asset is expected to generate net cash inflows for the Group. 
 
Intangible asset with indefinite useful life amounted to P447,344 as at December 31, 
2017 and 2016 (Note 10). 



 

- 25 - 

Impairment of Goodwill and Other Intangible Assets with Indefinite Useful Lives.  
The Group determines whether goodwill and other intangible assets are impaired at 
least annually.  This requires the estimation of value in use of the cash-generating 
units to which the goodwill is allocated and the value in use of other intangible 
assets.  Estimating value in use requires management to make an estimate of the 
expected future cash flows from other intangible assets and to choose a suitable 
discount rate to calculate the present value of those cash flows. 
 
No impairment loss was recognized on goodwill and other intangible assets in 2017 
and 2016. 
 
The carrying amount of goodwill and other intangible assets amounted to P1,664,184 
and P1,055,346 as at December 31, 2017 and 2016, respectively (Note 10). 
 
Impairment of Non-financial Assets.  PFRS requires that an impairment review be 
performed on property, plant and equipment when events or changes in 
circumstances indicate that the carrying amount may not be recoverable. 
Determining the recoverable amounts of these assets requires the estimation of cash 
flows expected to be generated from the continued use and ultimate disposition of 
such assets. While it is believed that the assumptions used in the estimation of fair 
values reflected in the financial statements are appropriate and reasonable, 
significant changes in these assumptions may materially affect the assessment of 
recoverable amounts and any resulting impairment loss could have a material 
adverse impact on the financial performance. 
 
No impairment loss on property, plant and equipment was recognized in 2017 and 
2016 as management believes, based on its assessment, that the carrying amount of 
its property, plant and equipment is fully recoverable. 
 
The carrying amount of property, plant and equipment amounted to P2,718,039 and 
P1,962,910 as at December 31, 2017 and 2016 respectively (Note 9). 
 
Present Value of Defined Benefit Retirement Obligation.  The present value of the 
defined benefit retirement obligation depends on a number of factors that are 
determined on an actuarial basis using a number of assumptions. These 
assumptions are described in Note 22 to the financial statements and include 
discount rate and salary increase rate.   
 
The Group determines the appropriate discount rate at the end of each reporting 
period. It is the interest rate that should be used to determine the present value of 
estimated future cash outflows expected to be required to settle the retirement 
obligations.  In determining the appropriate discount rate, the Group considers the 
interest rates on government bonds that are denominated in the currency in which 
the benefits will be paid.  The terms to maturity of these bonds should approximate 
the terms of the related retirement obligation. 
 
Other key assumptions for the defined benefit retirement obligation are based in part 
on current market conditions. 
 
While it is believed that the assumptions of the Group are reasonable and 
appropriate, significant differences in actual experience or significant changes in 
assumptions may materially affect the defined benefit retirement obligation of the 
Group. 
 
The present value of defined benefit retirement obligation amounted to P21,973 as at 
December 31, 2017 (Note 22). 
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Realizability of Deferred Tax Assets. The Group reviews its deferred tax assets at 
each reporting date and reduces the carrying amount to the extent that it is no longer 
probable that sufficient taxable profit will be available to allow all or part of the 
deferred tax assets to be utilized. The Group’s assessment on the recognition of 
deferred tax assets on deductible temporary differences and carryforward benefits is 
based on the projected taxable income in the following periods (Note 14). 
 
 

5. Cash and Cash Equivalents 
 
This account consists of: 
 
 Note 2017 2016 

Cash on hand   P589 P317 
Cash in banks  273,880 141,851 
Short-term investments  164,791 -     

 23, 24 P439,260 P142,168 

 
Cash in banks earn interest at the respective bank deposit rates. The Group’s cash 
in banks earned interest income amounting to P730 and P918 in 2017 and 2016, 
respectively. 
 
Short-term investments are interest-bearing time deposits with banks, with original 
maturities not exceeding three months and with interest rates ranging from 0.50% to 
2.00%, and are carried at cost which approximates fair value. The Group’s short-
term investments earned interest income amounting to P1,352 in 2017. 
 
 

6. Trade and Other Receivables  
 
This account consists of: 
 
 Note 2017 2016 

Trade receivables  P707,574 P536,907 
Other receivables    

Third party  35,287 6,623 
Related party 20 -     68,102 

 23, 24 P742,861 P611,632 

 
Trade receivables are non-interest bearing and are generally on a 30 to 60-day term.   
 
Other receivables include advances to employees for medical insurance which are 
collected through salary deductions, and other advances for official business use. 
 
The aging of trade and other receivables is as follows: 
 
December 31, 2017 Trade Others Total 

Current  P474,643 P33,347 P507,990 
Past due:    
Less than 30 days 166,289 -     166,289 
31 - 60 days 27,063 -     27,063 
61 - 90 days 5,200 -     5,200 
Over 90 days 34,379 1,940 36,319 

 P707,574 P35,287 P742,861 
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December 31, 2016 Trade Others Total 

Current  P420,761 P74,725 P495,486 
Past due:    
Less than 30 days 93,880 -     93,880 
31 - 60 days 6,490 -     6,490 
61 - 90 days 1,988 -     1,988 
Over 90 days 13,788 -     13,788 

 P536,907 P74,725 P611,632 

 

No allowance for impairment losses on trade and other receivables is recognized as 
management believes that the receivables are fully recoverable at their carrying 
amounts. 
 

Trade and other receivables written-off during the year amounted to P225 in 2017. 
 

Certain receivables were assigned with recourse to secure the bank loans amounting 
to P551,353 and P425,049 as at December 31, 2017 and 2016, respectively  
(Note 11).  
 
 

7. Inventories 
 

This account consists of: 
 

  2017 2016 

At Cost:    
Finished goods  P1,010,874 P353,347 
Packing materials and supplies  240,637 207,893 
Raw materials  45,153 37,069 
Inventories in-transit  25,200 3,501 
By-product  1,232 9,796 

  P1,323,096 P611,606 

 

The cost of inventories approximates its net realizable value as at December 31, 
2017 and 2016. 
 

Inventories charged to cost of sales amounted to P4,163,400 and P2,749,732 in 
2017 and 2016, respectively (Note 16). 
 
 

8. Prepaid Expenses and Other Current Assets 
 

This account consists of: 
 

  2017 2016 

Input VAT - net  P298,247 P226,096 
Advances to suppliers  57,487 136,045 
Prepaid expenses  28,788 15,862 

  P384,522 P378,003 

 

Input VAT represents taxes paid on purchases of goods and services. 
 

Advances to suppliers pertain to advances for purchased tools, spare parts and 
packaging materials. 
 

Prepaid expenses consist of insurance, rent and other prepayments. 
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9. Property, Plant and Equipment 
 
Property, plant and equipment consist of: 
 

  Note 
Site 

Improvements Buildings Machinery 

Delivery and 
Transportation 

Equipment 

Office 
Furniture and 

Equipment 
Tools and 

Water System 
Construction 

in-progress Total 

Cost      

    January 1, 2016  P15,944 P   -     P142,742 P4,471 P731 P43 P310,763 P474,694 
Acquisitions  10 4,944 200,549 618,687 35,203 9,295 161 240,625 1,109,464 
Additions   5,468 10,098 166,121 31,570 23,012 -     339,941 576,210 
Reclassification  25,217 164,662 472,395 1,613 5,641 1,194 (670,722) -     

December 31, 2016  51,573 375,309 1,399,945 72,857 38,679 1,398 220,607 2,160,368 
Acquisitions 10 83,549 112,781 71,172 494 2,462 -     4,514 274,972 
Additions  1,050 111,955 230,707 13,756 14,551 1,528 298,895 672,442 
Disposals  -     -     -     (1,339) -     -     -     (1,339) 
Reclassification  -     -     4,513 -     -     -     (4,513) -     
Cumulative translation 

adjustments  353 731 895 -     50 -     -     2,029 

December 31, 2017  136,525 600,776 1,707,232 85,768 55,742 2,926 519,503 3,108,472 

Accumulated Depreciation 
and Amortization          

January 1, 2016  1,063 -     81,822 1,301 278 43 -     84,507 
Depreciation and amortization  2,201 14,315 79,656 10,676 6,019 84 -     112,951 

December 31, 2016  3,264 14,315 161,478 11,977 6,297 127 -     197,458 
Depreciation and amortization  2,473 25,741 124,850 15,918 22,948 1,294 -     193,224 
Disposals  -     -     -     (895) -     -     -     (895) 
Cumulative translation 

adjustments  -     174 442 -     30 -     -     646 

December 31, 2017  5,737 40,230 286,770 27,000 29,275 1,421 -     390,433 

Carrying Amount          

December 31, 2016  P48,309 P360,994 P1,238,467 P60,880 P32,382 P1,271 P220,607 P1,962,910 

December 31, 2017  P130,788 P560,546 P1,420,462 P58,768 P26,467 P1,505 P519,503 P2,718,039 

 
In 2017, the Group disposed of delivery and transportation equipment with total proceeds of P613. As a result of the transaction, the Group 
recognized a “Gain on disposal of equipment” amounting to P169 (Note 19). 
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The carrying amount of delivery and transportation equipment under finance lease 
amounted to P12,523 and P13,968 as at December 31, 2017 and 2016 (Note 21). 
 
Depreciation and amortization are distributed as follows: 
 
 Note 2017 2016 

Cost of sales 16 P168,359 P110,602 
General and administrative expenses 18 24,865 2,349 

  P193,224 P112,951 

 
 

10. Goodwill and Other Intangible Assets 
 
This account consists of: 
 
  2017 2016 

Goodwill  P1,216,840 P608,002 
Other intangible assets  447,344 447,344 

  P1,664,184 P1,055,346 

 
The movements in goodwill are as follows: 
 
  2017 2016 

Balance at beginning of year  P608,002 P   -     
Additions  597,091 608,002 
Cumulative translation adjustment  11,747 -     

  P1,216,840 P608,002 

 
In 2016, the Parent Company and Fiesta Brands, Inc. (FBI), Fresh Fruit Ingredients, 
Inc. (FFII), Muenster Ingredients Mfg. Inc. (MIMI) and Coco Derivatives Inc. (CDI) 
entered into agreements for the following: (i) purchase by the Parent Company of 
property and equipment; and (ii) assignment of trademarks, brand names, logos and 
other devices to the Parent Company.  The effective consideration which amounted 
to P2,164,810 includes an additional consideration based on certain percentage of 
gross sales covering the periods 2018 to 2033.  
 
The purchase of the assets used in the business of FBI, FFII, MIMI and CDI qualify 
as an acquisition of a business in accordance with PFRS 3. The acquired business 
assets provided the Parent Company with inputs and processes which enabled the 
Parent Company to generate returns.  The acquisition will expand the Parent 
Company’s product offerings and is expected to further strengthen its potential as it 
taps new sources of growth, thereby ensuring long-term value to the Parent 
Company’s stockholders. 
 
The following summarizes the recognized amounts of assets acquired at the 
acquisition date: 
 
  Note 2016 

Assets    
Property and equipment  9 P1,109,464 
Other intangible assets   447,344 

Total Identifiable Assets at Fair Value   P1,556,808 
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Other intangible assets consist of trademarks, brand names, logos and other 
intellectual properties. 
 
Goodwill was recognized as a result of the acquisition as follows: 
 

  2016 

Total consideration  P2,164,810 
Total identifiable assets at fair value  (1,556,808) 

Goodwill  P608,002 

 
On June 19, 2017, the Parent Company entered into a Share Transfer Agreement 
with AMDG International Holdings Pte. Ltd. (AMDG) for the acquisition of 100% 
equity interests in APH1 and APH2 in exchange for the issuance of 170,000,000 new 
shares of the Company which form part of total consideration of P970,000 and direct 
attributable cost amounting to P2,904 (Note 15).  
 
The acquisition by the Parent Company of APH1 and APH2 aims to achieve high 
growth potential in domestic and international market including United States of 
America (USA) and Australia through RVI and FIA.  AMDG agreed to the transfer of 
beneficial and economic ownership interests in APH1 and APH2 in favor of the 
Parent Company, and consequently, together with the equity ownership interests in 
both RVI and FIA as at the agreed starting control date of January 1, 2017. 
 
APH1 holds 100% equity investment in RVI which is a manufacturer and distributor 
of imported coconut products, including desiccated coconut, coconut milk powder, 
coconut cream and coconut oil. RVI sells the coconut products as such or utilizes 
them in the production of sweetened or toasted coconut flake. RVI was incorporated 
in New Jersey, USA in 1992. 
 
APH2 holds 100% equity investment in FIA which is a distributor of imported coconut 
products, including desiccated coconut, coconut milk powder, coconut cream, 
toasted coconut, reduced fat coconut and coconut water. FIA was incorporated in 
Victoria, Australia in 2004. 
 
The following summarizes the recognized amounts of assets acquired and liabilities 
assumed at the acquisition date: 
 
a) APH1 
 

  Note 2017 

Assets    
Cash   P20 
Trade and other receivables   169,343 
Inventories - net   483,703 
Prepaid expenses and other current assets   180 
Property and equipment  9 274,362 
Deferred tax assets   17,174 
Other noncurrent assets   1,009 

Liabilities    
Accounts payable and accrued expenses  (187,523) 
Loans payable   (216,001) 
Income tax payable   (45,636) 
Deferred tax liabilities   (27,783) 
Long-term debt   (105,738) 

Total Identifiable Assets at Fair Value  P363,110 
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b) APH2 
 

  Note 2017 

Assets    
Cash   P11,429 
Trade and other receivables   67,682 
Inventories - net   43,567 
Prepaid expenses and other current assets  1,404 
Property and equipment  9 610 

Liabilities    
Accounts payable and accrued expenses  (42,573) 
Other current liabilities   (105) 
Other noncurrent liabilities   (69,311) 

Total Identifiable Assets at Fair Value  P12,703 

 
Goodwill was recognized as a result of the acquisition as follows: 
 

 APH1 APH2 Total 

Total consideration P852,545 P120,359 P972,904 
Total identifiable assets at fair value 363,110 12,703 375,813 

Goodwill P489,435 P107,656 P597,091 

 
The recoverable amount of goodwill has been determined based on a valuation 
using cash flow projections (value in use) covering a five-year period based on long 
range plans approved by management.  Cash flows beyond the five-year period are 
extrapolated using a constant growth rate to arrive at its terminal value. The 3% 
growth rate used is consistent with the long-term average growth rate for the 
industry.  The discount rates applied to after tax cash flow projection range from 
4.04% to 8% in 2017 and 2016.  The recoverable amount of goodwill has been 
categorized as Level 3 in the fair value hierarchy based on the inputs used in the 
valuation technique. 
 
No impairment loss was recognized in 2017 and 2016. 
 
The recoverable amount of other intangibles assets has been determined based on a 
valuation using cash flow projections (value in use) covering a five-year period based 
on long range plans approved by management.  Cash flows beyond the five-year 
period are extrapolated using a determined constant growth rate to arrive at its 
terminal value.  The 3% growth rate used is consistent with the long-term average 
growth rate for the industry.  The discount rates applied to after tax cash flow 
projection range from 4.04% to 8% in 2017 and 2016.  The recoverable amount of 
other intangible assets has been categorized as Level 3 in the fair value hierarchy 
based on the inputs used in the valuation technique. 
 
No impairment loss was recognized in 2017 and 2016. 
 
Management believes that any reasonably possible change in the key assumptions 
on which the recoverable amount is based would not cause its carrying amount to 
exceed its recoverable amount. 
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The calculations of value in use are most sensitive to the following assumptions: 
 
 Gross Margins. Gross margins are based on average values achieved in the 

period immediately before the budget period. These are increases over the 
budget period for anticipated efficiency improvements. Values assigned to key 
assumptions reflect past experience, except for efficiency improvement. 
 

 Discount Rates. The Group uses the weighted-average cost of capital as the 
discount rate, which reflects management’s estimate of the risk specific to each 
unit. This is the benchmark used by management to assess operating 
performance and to evaluate future investment proposals. 

 
 

11. Loans Payable 
 
This account consists of  
 
 Note 2017 2016 

a) Interest from 2.0% to 3.375%  P1,086,147 P835,294 
b) Interest based on LIBOR rate plus 

2.25%  216,260 -      

 23, 24 P1,302,407 P835,294 

 
a) Loans availed by the Parent Company from various banks to finance the working 

capital requirements. These loans bear interest rates ranging from 2.0% to 
3.375% in 2017 and 2016.  Certain receivables were assigned with recourse to 
secure these bank loans (Note 6). 

 
b) RVI’s revolving line of credit with a maximum borrowing limit of P224,685 ($4.5 

million).  Interest is payable monthly at one-month LIBOR rate plus 2.25%. The 
loan is secured by all assets of RVI and is subject to a subordination agreement.  
The line of credit matures on May 31, 2018. RVI is working with the lender to 
renew the line of credit.  
 
Interest expense on loans payable, included as part of “Interest expense and 
other financing charges” account in the statements of comprehensive income 
amounted to P45,911 and P34,706 in 2017 and 2016, respectively. 
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12. Accounts Payable and Accrued Expenses 
 
This account consists of: 
 
 Note 2017 2016 

Trade payables  P266,011 P54,846 
Nontrade payables  16,269 15,348 
Accrued expenses    

Salaries, wages and employee 
benefits  36,734 9,391 

Freight charges  26,905 7,006 
Rent  7,658 2,530 
Others  16,933 667 

Customer deposits  24,442 15,946 
Government payables  5,932 4,768 
Interest payable  4,627 2,493 
Commission payable  -     1,213 

 23, 24 P405,511 P114,208 

 
Trade payables are generally on a 30 to 60-day term. 
 
Nontrade payables consist of payables for utilities and contracted jobs. 
 
Customer deposits represent advances made by customers. 
 
 

13. Long-term Debt 
 
This account consists of RVI’s term loan agreement in December 2013 for a total 
maximum borrowing of $2.9 million, secured by all real and personal property of RVI. 
The funds were utilized to refinance the purchase of RVI’s real and personal 
property. Interest is payable monthly at one-month LIBOR rate plus 2.25%. Monthly 
payments of fixed principal of P804 ($16) plus interest are due with a balloon 
payment upon maturity in December 2018.  
 
Other loans amounting to P11,384 as at December 31, 2017, were obtained from 
third party creditors which bears an annual interest rate of 2.5% payable every 
quarter. 
 
Interest expense on long-term debt, included as part of “Interest expense and other 
financing charges” account in the statement of comprehensive income amounted to 
P11,586 in 2017. 
 
 

14. Income Taxes 
 
The Parent Company was registered with the Board of Investments (BOI) on  
March 9, 2011 under Article 39(a) of Executive Order No. 226 as amended by  
R.A. 7918 and is entitled to an Income Tax Holiday (ITH) for a period of six years 
from March 9, 2011 to March 8, 2017. On June 1, 2016, BOI granted the Parent 
Company an extension of the ITH entitlement for a period of four years. 
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The components of income tax expense are as follows:  
 
  2017 2016 

Current   P57,854 P45,855 
Deferred  (6,397) 195 

  P51,457 P46,050 

 
The reconciliation between the statutory income tax expense on income before 
income tax and the Group’s effective income tax expense is as follows: 
 
  2017 2016 

Income before income tax  P582,207 P513,521 

Income tax expense computed at 
statutory tax rate  152,278 154,056 

Additions to (reductions in) income tax 
resulting from:    
Income subject to income tax holiday  (102,190) (101,872) 
Documentary stamp tax recognized 

directly to equity  (4,483) (6,019) 
Interest income subject to final tax  (428) (209) 
Nondeductible expenses  3,865 94 

Others  2,415 -     

  P51,457 P46,050 

 
The Group has deferred tax assets (liabilities) as at December 31, 2017 and 2016 in 
respect of the following items: 
 

 

Balance at 
December 31, 

2016 Movement 

Balance at 
December 31, 

2017 

Attributable to Profit or Loss:    
Inventory P   -     P9,697 P9,697 

Retirement liability -     5,788 5,788 

Unrealized foreign exchange gain (195) (1,843) (2,038) 

Depreciation -     (17,918) (17,918) 

 (195) (4,276) (4,471) 

Attributable to Other Comprehensive 
Income:    

Remeasurement gain on defined 
benefit retirement obligation -     (788) (788) 

Translation reserve -     (4,225) (4,225) 

 -     (5,013) (5,013) 

 (P195) (P9,289) (P9,484) 
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15. Equity 
 
a. Amendments to the Articles of Incorporation and By-Laws 

 
On September 30, 2015, the BOD and Stockholders of the Parent Company 
approved the following amendments to the Articles of Incorporation as follows: 
(a) include the manufacturing of other agricultural products including the 
development of agricultural plantations in the Parent Company’s primary 
purpose; and (b) increase the authorized capital stock of the Parent Company 
from P5 million divided into 10,000 shares with a par value of P500.00 per share 
to P5 billion divided into 5 billion shares with a par value of P1.00 per share.  On 
February 29, 2016, the SEC approved the application for the amendment of 
Articles of Incorporation of the Parent Company. 
 
On December 1, 2016, the BOD and Stockholders of the Parent Company 
approved the conversion of P1 billion out of the Parent Company’s authorized 
capital stock of P5 billion into redeemable preferred shares. The authorized 
capital stock of the Parent Company amounting to P5 billion is divided into 4 
billion common shares with a par value of P1.00 and 1 billion redeemable 
preferred shares with a par value of P1.00. The SEC approved the Amended 
Articles of Incorporation on February 8, 2017. 
 
On July 12, 2017, the SEC approved the amendment of Article Second (B)(a) of 
the Articles of Incorporation to own, acquire, lease, sub-lease and/or operate 
manufacturing facilities, buildings, and other properties, provide consultancy and 
management services in food processing, render technical and professional 
services to other companies, conduct training, lectures, seminars and other 
educational course related to but not limited to coconut and food manufacturing, 
quality control, technician and production operations both in the Philippines and 
abroad. The amendment was approved by the BOD on April 5, 2017. 
 

b. Common Stock 
 
Of the total increase in authorized capital stock, the Parent Company issued  
105 million and 1,895 million common shares by way of stock dividend 
declaration and additional subscriptions by the stockholders, respectively, in 
2016. Documentary stamp tax related to the issuance of the shares and other 
attributable costs amounted to P9.9 million and P10.09 million, respectively. 
 
In 2017, the Parent Company issued 400 million shares, of which 170 million 
shares were exchanged for the acquisition of APH1 and APH2.  
 
The movements in the number of issued and outstanding shares of common 
stock are as follows: 
 
 Note 2017 2016 

Issued and outstanding shares at 
beginning of year  2,000,000,000 10,000 

Cancellation of stocks  -     (10,000) 
Issuances during the year* 10 400,000,000 2,000,000,000 

Issued shares at end of year  2,400,000,000 2,000,000,000 

Less treasury shares  400,000,000 -     

Outstanding shares at end of year  2,000,000,000 2,000,000,000 

*Includes 105,000,000 common shares by way of stock dividend declaration in 2016. 
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c. Redeemable Preferred Stock and Additional Paid-in Capital 
 
On August 4, 2017, the Parent Company issued 500 million redeemable 
preferred shares (“RPS”) with a par value of P1.00 per share for a subscription 
price of $27 million or P1.35 billion.  The RPS issuance resulted in an Additional 
Paid-in Capital amounting to P812.17 million, net of documentary stamp taxes 
and other related costs, aggregating to P41 million in the 2017 statement of 
financial position.  
 
The RPS, among other features, are redeemable, at the option of the Parent 
Company, voting, participating, convertible and have liquidation preference. 
 
The RPS shall rank pari passu with common shares upon conversion at any time 
by notice to the Corporation.   
 
The RPS shall be entitled to participate pro-rata in any regular dividend declared 
for the common shares to be paid out of the unrestricted retained earnings at the 
same rate and upon the same terms as declared and paid to the common 
shareholders. 
 
The Parent Company shall have the option to redeem the RPS if approved by 
the BOD and the redemption shall be pursuant to a written redemption 
agreement executed by the Parent Company and the relevant holder of the RPS.  
In no case shall the redemption price of the actual number of RPS to be 
redeemed to be less than the cost of such shares plus an 8% annual yield net of 
dividends paid. 
 
In the event of any voluntary or involuntary liquidation, dissolution or winding up 
of the corporation (but not on redemption of any of the RPS or any repurchase by 
the corporation of any of the RPS), the Redeemable Preferred Shareholders 
shall be entitled to receive out of the assets of the corporation available for 
distribution to the shareholders of the corporation, before any distribution of 
assets is made to holders of Common Shares, distributions in the amount of the 
issue value per outstanding RPS, plus declared and unpaid dividends to the date 
of distribution. 
 

d. Treasury Stock 
 
The Parent Company acquired 400 million of its own common shares from 
stockholders on August 7, 2017 at P1.25 per share or a total cost of P500 million. 
The shares are held as “Treasury stock” and have been deducted from equity.  
The Parent Company has the right to reissue these shares at a later date.  
 

e. Appropriated Retained Earnings 
 
Appropriation for acquisition of assets 
On November 25, 2016, the BOD approved the appropriation of retained 
earnings amounting to P105 million, for the acquisition of plant and equipment. In 
2017, the acquisition of related plant and equipment for which the retained 
earnings were earmarked were completed (Note 10).  Accordingly, on  
December 5, 2017, the BOD approved for the reversal of the previous year’s 
appropriated retained earnings amounting to P105 million. 
 
On October 25, 2017, the BOD approved a fresh appropriation of retained 
earnings amounting to P300 million to support the acquisition of plant equipment 
in 2018. 
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f. Dividend Declaration 
 
Stock Dividend 
In 2015, the Parent Company's BOD discussed the declaration for stock dividend 
amounting to P105 million. Upon approval by the SEC of the amendment of the 
Articles of Incorporation of the Parent Company to increase the authorized 
capital stock, the Parent Company recognized the stock dividends declared 
amounting to P105 million in 2016. 
 
Cash Dividend 
On August 1, 2018, the Parent Company’s BOD approved the declaration of 
cash dividends in the amount of P0.02 per share or a total of P50 million out of 
the unrestricted retained earnings of the Parent Company as at December 31, 
2017 payable to stockholders (common and redeemable preferred shares) of 
record as of July 31, 2018, and to be paid on or before September 15, 2018. 
 
 

16. Cost of Sales 
 
This account consists of: 
 
 Note 2017 2016 

Inventories 7 P4,163,400 P2,749,732 
Depreciation and amortization 9 168,359 110,602 
Salaries, wages and employee benefits  145,991 53,376 
Rent 21 26,150 10,165 
Retirement benefit expense 22 1,592 -     
Others  128,411 4,772 

  P4,633,903 P2,928,647 

 
 

17. Selling Expenses 
 
This account consists of: 
 
 Note 2017 2016 

Freight  P132,126 P32,649 
Brokerage  53,572 -     
Warehouse and storage  30,170 -     
Rent 21 24,153 1,265 
Advertising  9,267 82 
Pallets and packaging  9,223 -     
Travel and transportation  3,284 389 
Insurance  3,098 1,290 
Commission  2,259 1,374 
Others  1,125 62 

  P268,277 P37,111 
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18. General and Administrative Expenses 
 
This account consists of: 
 
 Note 2017 2016 

Salaries, wages and employee benefits  P129,765 P34,679 
Depreciation and amortization 9 24,865 2,349 
Professional fees  24,632 7,990 
Retirement benefit expense 22 23,008 -     
Insurance  18,298 3,565 
Utilities  12,452 1,290 
Travel and transportation  11,725 6,622 
Rent 21 5,713 2,762 
Representation  2,597 358 
Office supplies  1,298 2,160 
Repairs and maintenance  230 729 
Taxes and licenses  204 265 
Research and development  170 189 
Meetings and seminars  128 161 
Others   14,237 2,505 

  P269,322 P65,624 

 
Others include fringe benefit, freight, medical expenses and provision for doubtful 
accounts. 
 
 

19. Other Income - net 
 
This account consists of: 
 
 Note 2017 2016 

Commission income  P32,378 P13,322 
Foreign exchange gain - net 23 10,806 651 
Rent income 21 1,786 -     
Gain on disposal of equipment 9 169 -     

  P45,139 P13,973 

 
Commission income pertains to a co-packing commission earned from a third party 
at a fixed percentage.  
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20. Related Party Transactions 
 
The Parent Company and its related parties, in the normal course of business, 
purchase products and services from one another. Amounts owed by/owed to related 
parties are collectible/ to be settled in cash. An assessment is undertaken at each 
financial year by examining the financial position of the related party and the market 
in which the related party operates. 
 
The following are the Group’s transactions with related parties and the outstanding 
balances as at December 31: 
 

 Note Year 
Amount of 

Transactions 

Amounts 
Owed by a 

Related 
Party 

Amounts 
Owed to 
Related 
Parties Terms Conditions 

Affiliates       
 Purchases a 2016 P544,743 P   -     P   -     On demand;  Unsecured 

      bearing  
 Acquisition of 

assets 
b 2016 2,297,346 -     1,055,346 3 years;  

non-interest  
bearing 

Unsecured  

 Advances c 2016 135,269 68,102 167,337 On demand; 
non-interest 
bearing 

Unsecured; 
no impairment 

Total    P68,102 P1,222,683   

 
a. In 2016, the Parent Company made purchases of inventories amounting to 

P544,743.  
 

b. In 2016, the Parent Company and FBI, FFII, MIMI and CDI entered into 
agreements for the purchase of property and equipment for a total consideration 
of P1,242,600 (including input VAT). The agreement also covers the assignment 
of trademarks, brand names logos and other devices (collectively as “Intangible 
assets”) amounting to P650,000 over the period of three years, which may 
extend to a total of five years by mutual agreement of both parties. The Parent 
Company has agreed to pay the selling shareholders an additional consideration 
based on certain percentage of gross sales from 2018 to 2033. The Parent 
Company has included a contingent consideration amounting to P447,344 which 
represents its fair value at the date of acquisition (Note 10). 
 

c. The Parent Company has advances from its affiliates amounting to P295,169 as 
at December 31, 2016 for working capital purposes.  These are unsecured,  
non-interest bearing advances and are payable in cash. 
 
The Parent Company has made advances to an affiliate in 2016.  This is 
unsecured, non-interest bearing advances and is collectible in cash. 
 

d. Key management compensation refers to the salary of key management 
amounted to P40,613 and P20,040 in 2017 and 2016, respectively. 

 
 

21. Leases 
 
a. Finance Lease 

 
The Parent Company has delivery and transportation equipment under finance 
lease arrangements. The outstanding liabilities with a local bank bear an 
effective interest rate of 7.75% and are payable in monthly installments up to 
2019. 
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Future minimum lease payments under finance lease as at December 31, 2017 
are as follows: 

Minimum 
Lease 

Payable Interest 

Present Value 
of Minimum 

Lease 
Payments 

Within one year P4,339 P375 P3,964 
After one year but not more 

than five years 2,761 75 2,686 

P7,100 P450 P6,650 

Future minimum lease payments under finance lease as at December 31, 2016 
are as follows: 

Minimum 
Lease 

Payable Interest 

Present Value 
of Minimum 

Lease 
Payments 

Within one year P4,308 P670 P3,638 
After one year but not more 

than five years 7,092 450 6,642 

P11,400 P1,120 P10,280 

Interest expense on finance lease liabilities, included as part of “Interest expense 
and other financing charges” account in the statements of comprehensive 
income, amounted to P670 and P236 in 2017 and 2016, respectively. 

The carrying amount of delivery and transportation equipment under finance 
lease amounted to P12,523 and P13,968 as at December 31, 2017 and 2016 
(Note 9). 

b. Operating Lease

The Group as a lessee
The Group entered into various lease commitments for the rental of office space,
warehouse and equipment for periods ranging from one to five years and are
renewable upon mutual agreements of the parties.

Rent expense is distributed as follows:

Note 2017 2016 

Cost of sales 16 P26,150 P10,165 
Selling expenses 17 24,153 1,265 
General and administrative expenses 18 5,713 2,762 

P56,016 P14,192 

Non-cancellable operating lease rental are payable as follows: 

2017 2016 

Within one year P15,876 P9,982 
After one year but not more than five years 45,689 55,259 

P61,565 P65,241 
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The Group as a lessor 
The Group leases out one of the Parent Company’s facility for a period of 15 
years starting January 1, 2017 for P500, inclusive of value-added tax, per 
quarter, with a 10% rental fee escalation every five years. The security deposit 
required by the covering lease agreement amounted to P1,000. 
 
Rent income amounted to P1,786 in 2017 (Note 19). 
 
 

22. Employee Benefits 
 
The Parent Company has a formal non-contributory and unfunded defined benefit 
retirement plan covering all of its regular employees, which provides a retirement 
benefit equal to one hundred percent (100%) of Plan Salary for every year of 
Credited Service. Benefits are paid in a lump sum upon retirement or separation in 
accordance with the terms of the Plan.   
 
RVI sponsors a money purchase pension plan ("the Plan") for eligible employees 
who have attained the age of twenty-one and have completed one thousand hours of 
service. Contributions to the Plan are based on eight and three-quarters percent of 
each participant's compensation for the Plan year, without regard to RVI's net profits. 
Participants vest in the Plan at a rate of twenty percent per year and become fully 
vested after six years of service. RVI made contributions to the Plan amounting to 
$94 in 2017. 
 
Retirement benefit obligation that is recognized in the statement of financial position 
as at December 31, 2017 is P21,973. 
 
The present value of retirement benefit obligation for the year ended December 31, 
2017 is as follows: 
 

Past service cost  P12,281 
Current service cost  11,687 
Interest expense  661 
Benefits paid  (29) 
Remeasurements:   

Gains from changes in financial assumption  (973) 
Experience gains  (1,654) 

  P21,973 

 
The components of retirement benefit expense recognized in profit or loss and is 
presented under “Cost of sales” and “General and administrative expenses” 
accounts are as follows: 
 
     Note 2017 

Past service cost   P12,281 
Current service cost   11,687 
Interest expense   661 
Benefits paid directly from book reserve   (29) 

  16, 18 P24,600 
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The component of retirement benefit expense recognized in other comprehensive 
income is as follows: 
 
   2017 

Gains from changes in financial assumption  P973 
Experience gains   1,654 

Actuarial gain   P2,627 

 
The cost of defined benefit retirement plan as well as the present value of the 
defined benefit obligation is determined using actuarial valuation.  The actuarial 
valuation involves making various assumptions.  The principal assumptions used in 
determining retirement benefit obligation for the defined benefit plan as at  
December 31, 2017 is shown below: 
 

      2017 

Discount rate   5.70% 
Salary increase rate   7.00% 

 
The Parent Company’s weighted average duration of defined benefit retirement 
obligation is 1.90 years as at December 31, 2017.  
 
Sensitivity Analysis 
Reasonable possible changes at the reporting date to one of the relevant actuarial 
assumptions, holding other assumptions constant, would have affected the defined 
benefit obligation by the amounts shown below: 
 
2017 

Defined Retirement Benefit Obligation 
  Increase Decrease 

Discount rate (1% movement)  (P2,644) P3,284 
Future salary growth (1% movement)  2,975 (2,457) 

 
This defined benefits plan exposes the Parent Company to actuarial risks, such as 
longevity risk and interest rate risk. 
 
There was no plan amendment, curtailment, or settlement recognized in 2017. 
 
Maturity analysis of the benefit payments: 
 

 
 2017 

Within 1 Year  P461 
Within 1-5 Years  22,375 
More than 5 Years  18,948 

 
 

23. Financial Risk and Capital Management Objectives and Policies 
 
Objectives and Policies 
The Group has significant exposure to the following financial risks primarily from its 
use of financial instruments: 
 

 Liquidity Risk 
 Credit Risk 
 Foreign Currency Risk 
 Interest Rate Risk 
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This note presents information about the exposure to each of the foregoing risks, the 
objectives, policies and processes for measuring and managing these risks, and for 
management of capital. 
 
The main purpose of the Group’s financial instruments is to fund the Group’s 
operations and to acquire and improve its property, plant and equipment.  The main 
risks arising from the use of financial instruments are liquidity risk, credit risk, foreign 
currency risk and interest rate risk.  The Group’s BOD reviews and monitors the 
policies for managing each of these risks. 
 
Liquidity Risk. Liquidity risk pertains to the risk that the Group will encounter difficulty 
to meet payment obligations when they fall due under normal and stress 
circumstances. 
 
The Group seeks to manage its liquidity profile to be able to finance its capital 
expenditures and cover its operating costs.  The Group’s objective is to maintain a 
balance between continuity of funding and flexibility through valuation of projected 
and actual cash flow information.  Additional short-term funding is obtained from 
related party advances when necessary. 
 
The table below summarizes the maturity profile of the Group’s financial assets and 
financial liabilities based on contractual undiscounted receipts and payments used 
for liquidity management. 
 

December 31, 2017 
Carrying 
Amount 

Contractual  
Cash Flow 

1 Year or 
Less 

More than  
1 Year but 
less than  

5 Years 
More than 

5 Years 

Financial Assets      
Cash and cash equivalents P439,260 P439,260 P439,260 P   -     P   -     
Trade and other 

receivables* 725,991 725,991 725,991 -     -     
Other noncurrent assets 8,749 8,749 -     -     8,749 

Financial Liabilities      
Loans payable 1,313,791 1,313,791 1,302,407 -     11,384 
Accounts payable and 

accrued expenses** 375,137 375,137 375,137 -     -     
Finance lease liabilities 6,650 7,100 4,339 2,761 -     
Long-term debt 106,184 106,184 -     -     106,184 
Other current liabilities 421,366 421,366 421,366 -     -     
Other noncurrent liabilities 668,251 695,437 -     526,419 169,018 

* Excluding advances to employees. 
** Excluding customer deposits and government payables amounting to P30,374 in 2017. 

 

December 31, 2016 
Carrying 
Amount 

Contractual  
Cash Flow 

1 Year or 
Less 

More than  
1 Year but 
less than 5 

Years 
More than 

5 Years 

Financial Assets      
Cash and cash equivalents P142,168 P142,168 P142,168 P   -     P   -     
Trade and other 

receivables 611,632 611,632 611,632 -     -     
Other noncurrent asset 154 154 -     -     154 

Financial Liabilities     -     
Loans payable 835,294 835,294 835,294 -     -     
Accounts payable and 

accrued expenses* 93,494 93,494 93,494 -     -     
Finance lease liabilities 10,280 11,400 4,307 7,093 -     
Other current liabilities 295,169 297,337 297,337 -     -     
Other noncurrent liabilities 927,514 967,344 -     727,853 239,491 

* Excluding customer deposits and government payables amounting to P20,714 in 2016. 
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Credit Risk. Credit risk is the risk of financial loss to the Group if a customer or 
counterparty to a financial instrument fails to meet its contractual obligations, and 
arises principally from trade and other receivables. 
 
The Group controls this risk through monitoring procedures and regular coordination 
with the customers.  Receivable balances are monitored on an ongoing basis with 
the risks of exposure to bad debts are not significant. 
 
The carrying amount of financial assets which represents the Group’s maximum 
exposure to credit risk without the effects of collaterals and other risk mitigation 
techniques is presented below: 
 
 Note 2017 2016 

Cash and cash equivalents 5 P438,671 P141,851 
Trade and other receivables 6 725,991 611,632 
Other noncurrent assets  8,749 154 

  P1,173,411 P753,637 

 
Credit Quality per Class of Financial Assets 
The credit quality of financial assets is managed by the Group using internal audit 
ratings. 
 
High grade cash are working cash fund in local banks belonging to the top ten (10) 
banks in the Philippines in terms of resources and profitability. 
 
High grade accounts, other than cash, are accounts considered to be of high value.  
The counterparties have a very remote likelihood of default and have consistently 
exhibited good paying habits. High grade financial assets include cash in banks and 
cash equivalents amounting P438,671 and P141,851 as at December 31, 2017 and 
2016, respectively.  
 
Standard grade accounts are active accounts with propensity of deteriorating to  
mid-range age brackets.  These accounts are typically not impaired as the 
counterparties generally respond to credit actions and update their payments 
accordingly. Standard grade financial assets include trade and other receivables 
amounting to P491,120 and P495,486 as at December 31, 2017 and 2016, 
respectively.  
 
Substandard grade accounts are accounts which have probability of impairment 
based on historical trend.  These accounts show propensity to default in payments 
despite regular follow-up actions and extended payments terms. Substandard grade 
accounts includes past due accounts but not impaired amounting to P234,871 and 
P116,146 as at December 31, 2017 and 2016, respectively. 
 
Foreign Currency Risk. The Group’s exposure to foreign currency risk results from 
significant movements in foreign exchange rates that adversely affect the foreign 
currency denominated transactions of the Group. 
 
The Group closely monitors the movements in the exchange rate and makes a 
regular assessment of future foreign exchange movements. The Group then 
manages the balance of its foreign currency denominated assets and liabilities based 
on this assessment. 
 
 
 
 



 

- 45 - 

Information on the Group’s foreign currency-denominated monetary assets and 
monetary liabilities and their Philippine peso equivalents are as follows: 
 

December 31, 2017 SGD AUD USD 
Peso 

Equivalent 

Assets     
Cash and cash equivalents 98 556 1,832 116,801 
Trade and other receivables -   2,089 12,309 558,068 

Liabilities     
Accounts payable and accrued 

expenses -   (1,015) (1,065) (59,779) 
Loans payable -   -     (26,312) (1,313,791) 
Long-term debt -   -     (2,127) (106,184) 

 

December 31, 2016  USD 
Peso 

Equivalent 

Assets    
Cash and cash equivalents  1,367 68,094 
Trade and other receivables  9,997 497,981 

Liabilities    
Accounts payable and accrued 

expenses  (370) (18,431) 
Loans payable  (16,769) (835,314) 

 
The following table demonstrates the sensitivity to a reasonably possible change in 
foreign currency exchange rates with all other variables held constant of the Group’s 
profit before tax due to changes in the fair value of monetary assets and monetary 
liabilities: 
 

 2017 2016 

 

Effect on Income  
before Income Tax 

Effect on Income  
before Income Tax 

 Increase by 5% Decrease by 5% Increase by 5% Decrease by 5% 

USD (P40,243) (P40,243) (P14,384) P14,384 

 
The Group reported net foreign exchange gai n amounting to P10,806 and P651 in 
2017 and 2016, respectively (Note 19), arising from the translation of its foreign-
currency denominated financial instruments. These mainly resulted from the 
movements of the Philippine peso against the USD as shown in the following table: 
 
  2017 2016 

USD to Philippine Peso  49.93 49.813 
AUD to Philippine Peso  38.91 35.776 
SGD to Philippine Peso  37.32 34.354 

 
Interest Rate Risk. Interest rate risk is the risk that future cash flows from a financial 
instrument (cash flow interest rate risk) or its fair value (fair value interest rate risk) 
will fluctuate because of changes in market interest rates.  The Group’s exposure to 
changes in interest rates relates primarily to its loan payable, long-term debt, finance 
lease liabilities and other noncurrent liabilities.  Borrowings issued at fixed rates 
expose the Group to fair value interest rate risk.  On the other hand, borrowings 
issued at variable rates expose the Group to cash flow interest rate risk.  
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The Group manages its interest cost by using an optimal combination of fixed and 
variable rate debt instruments.  Management is responsible for monitoring the 
prevailing market-based interest rate and ensures that the mark-up rates charged on 
its borrowings are optimal and benchmarked against the rates charged by other 
creditor banks. 
 
In managing interest rate risk, the Group aims to reduce the impact of short-term 
fluctuations on the earnings.  Over the longer term, however, permanent changes in 
interest rates would have an impact on profit or loss.  
 
The management of interest rate risk is also supplemented by monitoring the 
sensitivity of the Group’s financial instruments to various standard and non-standard 
interest rate scenarios.   
 
The sensitivity to a reasonably possible 5% increase in the interest rates, with all 
other variables held constant, would have decreased the Group’s profit before tax by 
P126,198 and P97,146 in 2017 and 2016 respectively. A 5% decrease in the interest 
rate would have had the equal but opposite effect.  These changes are considered to 
be reasonably possible given the observation of prevailing market conditions in those 
periods.  There is no impact on the Parent Company’s other comprehensive income. 
 
Interest Rate Risk Table 
 
The terms and maturity profile of the interest-bearing financial instruments, together 
with its gross amounts, are shown in the following tables:  
 

 December 31, 2017 

 
Less than  

1 Year 

More than  
1 Year but Less 

than 5 Years 
More than 

5 Years Total 

Foreign currency-denominated 
(expressed in Philippine Peso)     

Loans payable P1,302,407 P   -     P11,384 P1,313,791 
Interest rate 2% - 3.375% -     2.5% -     
Long-term debt 106,184  -     106,184 
Interest rate LIBOR + 2.25% -     -     -     

Philippine Peso-denominated     
Finance lease liabilities 3,964 2,686 -     6,650 
Interest Rate 7.75% 7.75% -     -     

Philippine Peso-denominated     
Other noncurrent liabilities 409,099 519,227 169,018 1,097,344 
Interest Rate 8% 8% 8% -     

 P1,821,654 P521,913 P180,402 P2,523,969 

 
 December 31, 2016 

 
Less than  

1 Year 

More than  
1 Year but Less 

than 5 Years 
More than 

5 Years Total 

Foreign currency-denominated 
(expressed in Philippine Peso)     

Loans payable P835,294 P   -     P   -     P835,294 
Interest rate 2% - 3.375% -     -     -     

Philippine Peso-denominated     
Finance lease liabilities 3,638 6,642 -     10,280 
Interest Rate 7.75% 7.75% -     -     

Philippine Peso-denominated     
Other noncurrent liabilities 130,000 727,853 239,491 1,097,344 
Interest Rate 8% 8% 8% -     

 P968,932 P734,495 P239,491 P1,942,918 
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Capital Management 
The Group maintains a sound capital base to ensure its ability to continue as a going 
concern, thereby continue to provide returns to stockholders and benefits to other 
stakeholders and to maintain an optimal capital structure to reduce cost of capital. 
 
The Group manages its capital structure and makes adjustments in the light of 
changes in economic conditions.  To maintain or adjust the capital structure, the 
Group may adjust the dividend payment to shareholders, pay-off existing debts, 
return capital to shareholders or issue new shares. 
 
The Group monitors capital on the basis of debt-to-equity ratio, which is calculated 
as total debt divided by total equity.  Total debt is defined as total current liabilities 
and total noncurrent liabilities, while equity is total equity as shown in the statements 
of financial position. 
 
The Group’s capital for the reporting periods is summarized in the table below: 
 
  2017 2016 

Total liabilities  P2,967,361 P2,203,087 
Total equity  4,313,350 2,558,732 
Debt to equity ratio  0.69:1 0.86:1 

 
 

24. Financial Assets and Financial Liabilities 
 
The table presents comparison by category of the carrying amounts and fair values 
of the Group’s financial instruments: 
 

 December 31, 2017 December 31, 2016 

 

Carrying 
Amount Fair Value 

Carrying 
Amount Fair Value 

Financial Assets     

Cash and cash 
equivalents P439,260 P439,260 P142,168 P142,168 

Trade and other 
receivables* 725,991 725,991 611,632 611,632 

Other noncurrent 
assets 8,749 8,749 154 154 

Financial Liabilities     
Accounts payable and  

accrued expenses** 375,137 375,137 93,494 93,494 
Loans payable 1,313,791 1,313,791 835,294 835,294 
Long-term debt 11,384 11,384 -     -     
Finance lease liabilities 6,650 6,650 10,280 10,280 
Other current liabilities 421,366 421,366 295,169 295,169 
Other noncurrent 

liabilities 668,251 668,251 927,514 927,514 

* Excluding advances to employees. 
** Excluding customer deposits and government payables amounting to P30,374 and  P20,714 in 2017 and 

2016, respectively. 

 
Cash and Cash Equivalents, Trade and Other Receivables, Accounts Payable and 

Accrued Expenses, Loans Payable - current, Long-term Debt - current and Other 
Current Liabilities 

The carrying amounts of cash, trade and other receivables, accounts payable and 
accrued expenses, loans payable - current, long-term debt - current and other 
current liabilities approximate their fair values due to relatively short-term maturities 
of these financial instruments.  
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Finance Lease Liabilities, Loans Payable - net of current portion, and Other 
Noncurrent Liabilities 
The fair value of obligation under finance lease, loans payable - net of current portion 
and other noncurrent liabilities is estimated as the present value of all future cash 
flows discounted using the prevailing market rate of interest for a similar instrument 
as at the end of the reporting period. 
 
 

25. Supplemental Cash Flows Information 
 
Supplemental information with respect to the consolidated statement of cash flows is 
presented below: 
 
a. Acquisition of subsidiaries 

 
  2017 

Cash and cash equivalents  P11,449 
Trade and other receivables   237,025 
Inventories  527,270 
Prepaid expenses and other current assets  1,584 
Property, plant and equipment - net  274,972 
Other noncurrent assets  1,009 
Accounts payable and accrued expenses  (230,096) 
Loans payable  (216,001) 
Income tax payable  (45,636) 
Other current liabilities  (105) 
Deferred tax liability - net  (10,609) 
Long-term debt  (105,738) 
Other noncurrent liabilities  (69,311) 

Net assets  375,813 
Cash and cash equivalents  (11,449) 
Goodwill in subsidiaries  597,091 

Net cash flows  P961,455 

 
b. Changes in liabilities arising from financing activities are shown below: 

 

 
Loans 

Payable 

Finance 
Lease 

Liabilities 
Long-term 

Debt 

Other 
Noncurrent 

Liabilities 

Balance as at January 1, 2017 P835,294 P10,280 P   -     P927,514 

Changes from financing cash flows     
Proceeds from availment of loans 3,632,768 -     -     -     
Payments (3,147,073) (4,300) (9,653) -     
Interest expense incurred during the 

year -     670 -     -     

Total changes from financing cash 
flows 485,695 (3,630) (9,653) -     

Effects of change in foreign 
exchange rates (21,826) -     -     -     

Other changes 14,628 -     115,837 (259,263) 

 478,497 (3,630) 106,184 (259,263) 

Balance as at December 31, 2017 P1,313,791 P6,650 P106,184 P668,251 
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26. Other Matters 
 
Registration with the BOI 
 
On March 9, 2011, the Parent Company was registered as a BOI registered 
enterprise, as a pioneer status, and is entitled to ITH Incentive provided under  
Article 39(a) of Executive Order No. 226 as amended by R.A. 7918 to produce tetra 
prisma packed coconut water and its variants.  The Parent Company has an ITH 
entitlement period of six years, from March 9, 2011 to March 8, 2017. 
 
On June 1, 2016, BOI granted the Parent Company an extension, as non-pioneer 
status and with the same registered product, of the ITH entitlement for a period of 
four years from February 2017 or actual start of commercial operations, whichever is 
earlier, but in no case earlier than the date of registration. 
 
The Parent Company is also entitled to the following key incentives: 
 
(a) Importation of capital equipment, spare parts and accessories at zero duty from 

date of effectivity of Executive Order (EO) No. 70 and its Implementing Rules 
and Regulations for a period of five years reckoned from the date of registration 
or until the expiration of EO No. 70, whichever is earlier. 
 

(b) Additional deduction from taxable income of 50% of the wages corresponding to 
the increment in number of direct labor for skilled and unskilled workers in the 
year of availment as against the previous year if the project meets the prescribed 
ratio of capital equipment to the number of workers set by the Board. This may 
be availed of for the first (5) years from date of registration but not 
simultaneously with the ITH. 
 

(c) Importation of consigned equipment for a period of ten (10) years from date of 
registration, subject to posting of re-export bond. 
 

(d) Tax credit equivalent to the national internal revenue taxes and duties paid on 
raw materials and suppliers and semi-manufactured products its export product 
and forming part thereof for a period of ten (10) years from start of commercial 
operations. 

 
(e) Exemption from wharfage dues and any export tax, duty, impost and fee for a 

period (10) years from date of registration. 
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Adopted 
Not 

Applicable 

Framework for the Preparation and Presentation of Financial 
Statements  
Conceptual Framework Phase A: Objectives and qualitative characteristics  ✓   

PFRSs Practice Statement Management Commentary ✓   

Philippine Financial Reporting Standards    

PFRS 1 
(Revised)  

First-time Adoption of Philippine Financial Reporting 
Standards   ✓ 

Amendments to PFRS 1 and PAS 27: Cost of an Investment 
in a Subsidiary, Jointly Controlled Entity or Associate   ✓ 

Amendments to PFRS 1: Additional Exemptions for First-
time Adopters   ✓ 

Amendment to PFRS 1: Limited Exemption from 
Comparative PFRS 7 Disclosures for First-time Adopters     ✓ 

Amendments to PFRS 1: Severe Hyperinflation and 
Removal of Fixed Date for First-time Adopters     ✓ 

Amendments to PFRS 1: Government Loans   ✓ 

Annual Improvements to PFRSs 2009 - 2011 Cycle: First-
time Adoption of Philippine Financial Reporting Standards - 
Repeated Application of PFRS 1   ✓ 

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Borrowing Cost Exemption   ✓ 

Annual Improvements to PFRSs 2011 - 2013 Cycle: PFRS 
version that a first-time adopter can apply   ✓ 

Annual Improvements to PFRSs 2014 - 2016 Cycle: Deletion 
of short-term exemptions for first-time adopters*    

PFRS 2  Share-based Payment    ✓ 

Amendments to PFRS 2: Vesting Conditions and 
Cancellations   ✓ 

Amendments to PFRS 2: Group Cash-settled Share-based 
Payment Transactions   ✓ 

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Meaning of ‘vesting condition’   ✓ 

Amendments to PFRS 2: Classification and Measurement of 
Share-based Payment Transactions*    

PFRS 3 
(Revised)  

Business Combinations  ✓   

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Classification and measurement of contingent consideration ✓   

Annual Improvements to PFRSs 2011 - 2013 Cycle: Scope 
exclusion for the formation of joint arrangements ✓   

PFRS 4  Insurance Contracts    ✓ 

Amendments to PAS 39 and PFRS 4: Financial Guarantee 
Contracts   ✓ 

Amendments to PFRS 4: Applying PFRS 9, Financial 
Instruments with PFRS 4, Insurance Contracts*    

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

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Changes in method for disposal   ✓ 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS 
Effective as of December 31, 2017 Adopted Not 

Adopted 
Not 

Applicable 

PFRS 6  Exploration for and Evaluation of Mineral Resources    ✓ 

PFRS 7 Financial Instruments: Disclosures  ✓   

Amendments to PFRS 7: Transition  ✓   

Amendments to PAS 39 and PFRS 7: Reclassification of 
Financial Assets ✓   

Amendments to PAS 39 and PFRS 7: Reclassification of 
Financial Assets - Effective Date and Transition ✓   

Amendments to PFRS 7: Improving Disclosures about 
Financial Instruments ✓   

Amendments to PFRS 7: Disclosures - Transfers of 
Financial Assets ✓   

Amendments to PFRS 7: Disclosures - Offsetting Financial 
Assets and Financial Liabilities ✓   

Amendments to PFRS 7: Mandatory Effective Date of  
PFRS 9 and Transition Disclosures*    

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
‘Continuing involvement’ for servicing contracts   ✓ 

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Offsetting disclosures in condensed interim financial 
statements   ✓ 

PFRS 8  Operating Segments    ✓ 

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Disclosures on the aggregation of operating segments   ✓ 

PFRS 9  Financial Instruments (2014)*    

Amendments to PFRS 9: Prepayment Features with 
Negative Compensation*    

PFRS 10  Consolidated Financial Statements  ✓   

Amendments to PFRS 10, PFRS 11, and PFRS 12: 
Consolidated Financial Statements, Joint Arrangements and 
Disclosure of Interests in Other Entities: Transition Guidance ✓   

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011): 
Investment Entities   ✓ 

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

Amendments to PFRS 10, PFRS 12 and PAS 28: 
Investment Entities: Applying the Consolidation Exception   ✓ 

PFRS 11  Joint Arrangements    ✓ 

Amendments to PFRS 10, PFRS 11, and PFRS 12: 
Consolidated Financial Statements, Joint Arrangements and 
Disclosure of Interests in Other Entities: Transition Guidance   ✓ 

Amendments to PFRS 11: Accounting for Acquisitions of 
Interests in Joint Operations 

  ✓ 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS 
Effective as of December 31, 2017 Adopted Not 

Adopted 
Not 

Applicable 

PFRS 12 Disclosure of Interests in Other Entities  ✓   

Amendments to PFRS 10, PFRS 11, and PFRS 12: 
Consolidated Financial Statements, Joint Arrangements and 
Disclosure of Interests in Other Entities: Transition Guidance ✓   

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011): 
Investment Entities   ✓ 

Amendments to PFRS 10, PFRS 12 and PAS 28: 
Investment Entities: Applying the Consolidation Exception   ✓ 

Annual Improvements to PFRSs 2014 - 2016 Cycle: 
Clarification of the scope of the standard ✓   

PFRS 13 Fair Value Measurement  ✓   

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Measurement of short-term receivables and payables ✓   

Annual Improvements to PFRSs 2011 - 2013 Cycle: Scope 
of portfolio exception ✓   

PFRS 14 Regulatory Deferral Accounts  
  ✓ 

PFRS 15 Revenue from Contracts with Customers* 
   

PFRS 16 Leases* 
   

Philippine Accounting Standards    

PAS 1 
(Revised)  

Presentation of Financial Statements  ✓   

Amendment to PAS 1: Capital Disclosures  ✓   

Amendments to PAS 32 and PAS 1: Puttable Financial 
Instruments and Obligations Arising on Liquidation   ✓ 

Amendments to PAS 1: Presentation of Items of Other 
Comprehensive Income ✓   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Presentation of Financial Statements - Comparative 
Information beyond Minimum Requirements   ✓ 

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Presentation of the Opening Statement of Financial Position 
and Related Notes ✓   

Amendments to PAS 1: Disclosure Initiative ✓   

PAS 2  Inventories  ✓   

PAS 7  Statement of Cash Flows  ✓   

Amendments to PAS 7: Disclosure Initiative ✓   

PAS 8  Accounting Policies, Changes in Accounting Estimates and 
Errors ✓   

PAS 10  Events after the Reporting Period ✓   

PAS 11  Construction Contracts    ✓ 

PAS 12  Income Taxes  ✓   

Amendment to PAS 12: Deferred Tax: Recovery of 
Underlying Assets   ✓ 

Amendments to PAS 12: Recognition of Deferred Tax Assets 
for Unrealized Losses ✓   
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS 
Effective as of December 31, 2017 Adopted Not 

Adopted 
Not 

Applicable 

PAS 16 Property, Plant and Equipment  ✓   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Property, Plant and Equipment - Classification of Servicing 
Equipment ✓   

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Restatement of accumulated depreciation (amortization) on 
revaluation (Amendments to PAS 16 and PAS 38)   ✓ 

Amendments to PAS 16 and PAS 38: Clarification of 
Acceptable Methods of Depreciation and Amortization  

✓   

Amendments to PAS 16 and PAS 41: Agriculture: Bearer 
Plants 

  ✓ 

PAS 17  Leases  ✓   

PAS 18  Revenue  ✓   

PAS 19 
(Amended) 

Employee Benefits  ✓   

Amendments to PAS 19: Defined Benefit Plans: Employee 
Contributions ✓   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Discount rate in a regional market sharing the same 
currency - e.g. the Eurozone   ✓ 

PAS 20  Accounting for Government Grants and Disclosure of 
Government Assistance   ✓ 

PAS 21  The Effects of Changes in Foreign Exchange Rates  ✓   

Amendment: Net Investment in a Foreign Operation  ✓   

PAS 23 
(Revised)  

Borrowing Costs  
  ✓ 

PAS 24 
(Revised)  

Related Party Disclosures  ✓   

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Definition of ‘related party’ ✓   

PAS 26  Accounting and Reporting by Retirement Benefit Plans   ✓ 

PAS 27 
(Amended)  

Separate Financial Statements  ✓   

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011): 
Investment Entities   ✓ 

Amendments to PAS 27: Equity Method in Separate 
Financial Statements  

  ✓ 

PAS 28 
(Amended)  

Investments in Associates and Joint Ventures    ✓ 

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

Amendments to PFRS 10, PFRS 12 and PAS 28: 
Investment Entities: Applying the Consolidation Exception   ✓ 

Annual Improvements to PFRSs 2014 - 2016 Cycle: 
Measuring an associate or joint venture at fair value*    

Amendments to PAS 28: Long-term Interests in Associates 
and Joint Ventures*    

PAS 29  Financial Reporting in Hyperinflationary Economies    ✓ 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS 
Effective as of December 31, 2017 Adopted Not 

Adopted 
Not 

Applicable 

PAS 32  Financial Instruments: Disclosure and Presentation ✓   

Amendments to PAS 32 and PAS 1: Puttable Financial 
Instruments and Obligations Arising on Liquidation   ✓ 

Amendment to PAS 32: Classification of Rights Issues    ✓ 

Amendments to PAS 32: Offsetting Financial Assets and 
Financial Liabilities ✓   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Financial Instruments Presentation - Income Tax 
Consequences of Distributions   ✓ 

PAS 33  Earnings per Share    ✓ 

PAS 34  Interim Financial Reporting    ✓ 

Annual Improvements to PFRSs 2009 - 2011 Cycle: Interim 
Financial Reporting - Segment Assets and Liabilities   ✓ 

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Disclosure of information “elsewhere in the interim financial 
report’   ✓ 

PAS 36  Impairment of Assets  ✓   

Amendments to PAS 36: Recoverable Amount Disclosures 
for Non-Financial Assets  ✓   

PAS 37  Provisions, Contingent Liabilities and Contingent Assets ✓   

PAS 38  Intangible Assets  ✓   

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Restatement of accumulated depreciation (amortization) on 
revaluation (Amendments to PAS 16 and PAS 38)   ✓ 

Amendments to PAS 16 and PAS 38: Clarification of 
Acceptable Methods of Depreciation and Amortization ✓   

PAS 39  Financial Instruments: Recognition and Measurement  ✓   

Amendments to PAS 39: Transition and Initial Recognition of 
Financial Assets and Financial Liabilities ✓   

Amendments to PAS 39: Cash Flow Hedge Accounting of 
Forecast Intragroup Transactions   ✓ 

Amendments to PAS 39: The Fair Value Option    ✓ 

Amendments to PAS 39 and PFRS 4: Financial Guarantee 
Contracts   ✓ 

Amendments to PAS 39 and PFRS 7: Reclassification of 
Financial Assets ✓   

Amendments to PAS 39 and PFRS 7: Reclassification of 
Financial Assets - Effective Date and Transition ✓   

Amendments to Philippine Interpretation IFRIC-9 and  
PAS 39: Embedded Derivatives   ✓ 

Amendment to PAS 39: Eligible Hedged Items    ✓ 

Amendment to PAS 39: Novation of Derivatives and 
Continuation of Hedge Accounting   ✓ 

PAS 40  Investment Property    ✓ 

Annual Improvements to PFRSs 2011 - 2013 Cycle: Inter-
relationship of PFRS 3 and PAS 40 (Amendment to PAS 40)   ✓ 

Amendments to PAS 40: Transfers of Investment Property   ✓ 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS 
Effective as of December 31, 2017 Adopted Not 

Adopted 
Not 

Applicable 

PAS 41  Agriculture    ✓ 

Amendments to PAS 16 and PAS 41: Agriculture: Bearer 
Plants   ✓ 

Philippine Interpretations    

IFRIC 1  Changes in Existing Decommissioning, Restoration and 
Similar Liabilities ✓   

IFRIC 2  Members' Share in Co-operative Entities and Similar 
Instruments   ✓ 

IFRIC 4  Determining Whether an Arrangement Contains a Lease ✓   

IFRIC 5  Rights to Interests arising from Decommissioning, 
Restoration and Environmental Rehabilitation Funds ✓   

IFRIC 6  Liabilities arising from Participating in a Specific Market - 
Waste Electrical and Electronic Equipment   ✓ 

IFRIC 7  Applying the Restatement Approach under PAS 29 Financial 
Reporting in Hyperinflationary Economies    ✓ 

IFRIC 9  Reassessment of Embedded Derivatives    ✓ 

Amendments to Philippine Interpretation IFRIC-9 and  
PAS 39: Embedded Derivatives   ✓ 

IFRIC 10  Interim Financial Reporting and Impairment    ✓ 

IFRIC 12  Service Concession Arrangements    ✓ 

IFRIC 13  Customer Loyalty Programmes    ✓ 

IFRIC 14  PAS 19 - The Limit on a Defined Benefit Asset, Minimum 
Funding Requirements and their Interaction   ✓ 

Amendments to Philippine Interpretations IFRIC- 14, 
Prepayments of a Minimum Funding Requirement   ✓ 

IFRIC 16 Hedges of a Net Investment in a Foreign Operation    ✓ 

IFRIC 17  Distributions of Non-cash Assets to Owners    ✓ 

IFRIC 18  Transfers of Assets from Customers    ✓ 

IFRIC 19  Extinguishing Financial Liabilities with Equity Instruments   ✓ 

IFRIC 20  Stripping Costs in the Production Phase of a Surface Mine   ✓ 

IFRIC 21 Levies   ✓ 

IFRIC 22 Foreign Currency Transactions and Advance Consideration*    

IFRIC 23 Uncertainty over Income Tax Treatments*    

SIC-7  Introduction of the Euro    ✓ 

SIC-10  Government Assistance - No Specific Relation to Operating 
Activities   ✓ 

SIC-15  Operating Leases - Incentives  ✓   

SIC-25  Income Taxes - Changes in the Tax Status of an Entity or its 
Shareholders   ✓ 

SIC-27  Evaluating the Substance of Transactions Involving the 
Legal Form of a Lease ✓   

SIC-29  Service Concession Arrangements: Disclosures.    ✓ 

SIC-31  Revenue - Barter Transactions Involving Advertising 
Services   ✓ 

SIC-32  Intangible Assets - Web Site Costs  

  

✓ 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS 
Effective as of December 31, 2017 Adopted Not 

Adopted 
Not 

Applicable 

Philippine Interpretations Committee Questions and Answers    

PIC Q&A 
2006-01 

PAS 18, Appendix, paragraph 9 - Revenue recognition for 
sales of property units under pre-completion contracts   ✓ 

PIC Q&A 
2006-02 

PAS 27.10(d) - Clarification of criteria for exemption from 
presenting consolidated financial statements   ✓ 

PIC Q&A 
2007-01-
Revised 

PAS 1.103(a) - Basis of preparation of financial statements if 
an entity has not applied PFRSs in full 

  ✓ 

PIC Q&A 
2007-02 

PAS 20.24.37 and PAS 39.43 - Accounting for government 
loans with low interest rates [see PIC Q&A No. 2008-02]   ✓ 

PIC Q&A 
2007-03 

PAS 40.27 - Valuation of bank real and other properties 
acquired (ROPA)   ✓ 

PIC Q&A 
2007-04 

PAS 101.7 - Application of criteria for a qualifying NPAE 
  ✓ 

PIC Q&A 
2008-01-
Revised 

PAS 19.78 - Rate used in discounting post-employment 
benefit obligations 

✓   

PIC Q&A 
2008-02 

PAS 20.43 - Accounting for government loans with low 
interest rates under the amendments to PAS 20   ✓ 

PIC Q&A 
2009-01 

Framework.23 and PAS 1.23 - Financial statements 
prepared on a basis other than going concern   ✓ 

PIC Q&A 
2009-02 

PAS 39.AG71-72 - Rate used in determining the fair value of 
government securities in the Philippines    ✓ 

PIC Q&A 
2010-01 

PAS 39.AG71-72 - Rate used in determining the fair value of 
government securities in the Philippines   ✓ 

PIC Q&A 
2010-02 

PAS 1R.16 - Basis of preparation of financial statements 
✓   

PIC Q&A 
2010-03 

PAS 1 Presentation of Financial Statements - Current/non-
current classification of a callable term loan   ✓ 

PIC Q&A 
2011-01 

PAS 1.10(f) - Requirements for a Third Statement of 
Financial Position   ✓ 

PIC Q&A 
2011-02 

PFRS 3.2 - Common Control Business Combinations 
  ✓ 

PIC Q&A 
2011-03 

Accounting for Inter-company Loans 
✓   

PIC Q&A 
2011-04 

PAS 32.37-38 - Costs of Public Offering of Shares 
  ✓ 

PIC Q&A 
2011-05 

PFRS 1.D1-D8 - Fair Value or Revaluation as Deemed Cost 
  ✓ 

PIC Q&A 
2011-06 

PFRS 3, Business Combinations (2008), and PAS 40, 
Investment Property - Acquisition of Investment properties - 
asset acquisition or business combination?   ✓ 

PIC Q&A 
2012-01 

PFRS 3.2 - Application of the Pooling of Interests Method for 
Business Combinations of Entities Under Common Control 
in Consolidated Financial Statements   ✓ 

PIC Q&A 
2012-02 

Cost of a New Building Constructed on the Site of a 
Previous Building   ✓ 

PIC Q&A 
2013-01 

Applicability of SMEIG Final Q&As on the Application of 
IFRS for SMEs to Philippine SMEs   ✓ 

PIC Q&A 
2013-02 

Conforming Changes to PIC Q&As - Cycle 2013 
✓   
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS 
Effective as of December 31, 2017 Adopted Not 

Adopted 
Not 

Applicable 

PIC Q&A 
2013-03 
(Revised) 

PAS 19 - Accounting for Employee Benefits under a Defined 
Contribution Plan subject to Requirements of Republic Act 
(RA) 7641, The Philippine Retirement Law ✓   

PIC Q&A 
2015-01 

Conforming Changes to PIC Q&As - Cycle 2015 
✓   

PIC Q&A 
2016-01 

Conforming Changes to PIC Q&As - Cycle 2016 
✓   

PIC Q&A 
2016-02 

PAS 32 and PAS 38 - Accounting Treatment of Club Shares 
Held by an Entity   ✓ 

PIC Q&A 
2016-04 

Application of PFRS 15 “Revenue from Contracts with 
Customers” on Sale of Residential Properties under Pre-
Completion Contracts   ✓ 

PIC Q&A 
2017-01 

Conforming Changes to PIC Q&As - Cycle 2017 
✓   

PIC Q&A 
2017-02 

PAS 2 and PAS 16 - Capitalization of operating lease cost as 
part of construction costs of a building   ✓ 

PIC Q&A 
2017-03 

PAS 28 - Elimination of profits and losses resulting from 
transactions between associates and/or joint ventures   ✓ 

PIC Q&A 
2017-04 

PAS 24 - Related party relationships between parents, 
subsidiary, associate and non-controlling shareholder ✓   

PIC Q&A 
2017-05 

PFRS 7 - Frequently asked questions on the disclosure 
requirements of financial instruments under PFRS 7, 
Financial Instruments: Disclosures ✓   

PIC Q&A 
2017-06 

PAS 2, 16 and 40 - Accounting for Collector’s Items 
  ✓ 

PIC Q&A 
2017-07 

PFRS 10 - Accounting for reciprocal holdings in associates 
and joint ventures   ✓ 

PIC Q&A 
2017-08 

PFRS 10 - Requirement to prepare consolidated financial 
statements where an entity disposes of its single investment 
in a subsidiary, associate or joint venture   ✓ 

PIC Q&A 
2017-09 

PAS 17 and Philippine Interpretation SIC-15 - Accounting for 
payments between and among lessors and lessees ✓   

PIC Q&A 
2017-10 

PAS 40 - Separation of property and classification as 
investment property   ✓ 

PIC Q&A 
2017-11 

PFRS 10 and PAS 32 - Transaction costs incurred to acquire 
outstanding non-controlling interest or to sell non-controlling 
interest without a loss of control   ✓ 

PIC Q&A 
2017-12 

Subsequent Treatment of Equity Component Arising from 
Intercompany Loans   ✓ 

PIC Q&A 
2018-01 

Voluntary changes in accounting policy 
  ✓ 

PIC Q&A 
2018-02 

Non-controlling interests and goodwill impairment test 
  ✓ 

PIC Q&A 
2018-03 

Fair value of PPE and depreciated replacement cost 
  ✓ 

PIC Q&A 
2018-04 

Inability to measure fair value reliably for biological assets 
within the scope of PAS 41   ✓ 

PIC Q&A 
2018-05 

Maintenance requirement of an asset held under lease 
  ✓ 

PIC Q&A 
2018-06 

Cost of investment in subsidiaries in SFS when pooling is 
applied   ✓ 

PIC Q&A 
2018-07 

Cost of an associate, joint venture, or subsidiary in separate 
financial statements   ✓ 



9 

PHILIPPINE FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS 
Effective as of December 31, 2017 Adopted Not 

Adopted 
Not 

Applicable 

PIC Q&A 
2018-08 

Accounting for the acquisition of non-wholly owned 
subsidiary that is not a business   ✓ 

PIC Q&A 
2018-09 

Classification of deposits and progress payments as 
monetary or non-monetary items   ✓ 

PIC Q&A 
2018-10 

Scope of disclosure of inventory write-down 
✓   

 
Legend: 
 
Adopted - means a particular standard or interpretation is relevant to the operations of the entity (even if it has no effect or 
no material effect on the financial statements), for which there may be a related particular accounting policy made in the 
financial statements and/or there are current transactions the amounts or balances of which are disclosed on the face or in 
the notes of the financial statements. 
 
Not Adopted - means a particular standard or interpretation is effective but the entity did not adopt it due to either of these 
two reasons: 1) The entity has deviated or departed from the requirements of such standard or interpretation; or  
2) The standard provides for an option to early adopt it but the entity decided otherwise.  
 
Not Applicable - means the standard or interpretation is not relevant at all to the operations of the entity. 
 
*These standards, amendments or interpretations will become effective subsequent to December 31, 2017. The Group will 
adopt these new and amended standards and interpretations on the respective effective dates. 
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REPORT OF INDEPENDENT AUDITORS 
 
 
 
The Board of Directors and Stockholders 
Axelum Resources Corp. 
ICS Building Tiano - Montalvan Streets 
Cagayan de Oro City 
 
Report on the Audit of the Financial Statements 
 
Opinion 
 
We have audited the financial statements of Axelum Resources Corp. (the “Company”), 
which comprise the statement of financial position as at December 31, 2016, and the 
statement of comprehensive income, statement of changes in equity and statement of 
cash flows for the year then ended, and notes, comprising a summary of significant 
accounting policies and other explanatory information. 
 
In our opinion, the accompanying financial statements present fairly, in all material 
respects, the financial position of the Company as at December 31, 2016, and its 
financial performance and its cash flows for the year then ended in accordance with 
Philippine Financial Reporting Standards (PFRS). 
 
Basis for Opinion 
 
We conducted our audit in accordance with Philippine Standards on Auditing (PSA).  
Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Financial Statements section of our report.  We are 
independent of the Company in accordance with the Code of Ethics for Professional 
Accountants in the Philippines (Code of Ethics) together with the ethical requirements 
that are relevant to our audit of the financial statements in the Philippines, and we have 
fulfilled our other ethical responsibilities in accordance with these requirements and the 
Code of Ethics. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion. 
 
 
 
 



 

Other Matter 
 
The accompanying financial statements of the Axelum Resources Corp. as at and for 
the year ended December 31, 2015, were audited by other auditors who expressed an 
unqualified opinion on those financial statements on November 25, 2016. 
 
Responsibilities of Management and Those Charged with Governance for the Financial 
Statements 
 
Management is responsible for the preparation and fair presentation of the financial 
statements in accordance with PFRS, and for such internal control as management 
determines is necessary to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is responsible for assessing the 
Company’s ability to continue as a going concern, disclosing, as applicable, matters 
related to going concern and using the going concern basis of accounting unless 
management either intends to liquidate the Company or to cease operations, or has no 
realistic alternative but to do so. 
Those charged with governance are responsible for overseeing the Company’s financial 
reporting process.  
 
Auditors’ Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an auditors’ report that includes our opinion.  Reasonable assurance 
is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with PSA will always detect a material misstatement when it exists.  
Misstatements can arise from fraud or error and are considered material if, individually 
or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements. 
 
As part of an audit in accordance with PSA, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also:  
 
 Identify and assess the risks of material misstatement of the financial statements, 

whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for our opinion.  The risk of not detecting a material misstatement resulting 
from fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control. 

 
 Obtain an understanding of internal control relevant to the audit in order to design 

audit procedures that are appropriate in the circumstances, but not for the purpose 
of expressing an opinion on the effectiveness of the Company’s internal control. 

 
 Evaluate the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 
 
 
 
 
 
 
 
 
 
 



 Conclude on the appropriateness of management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern.  If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion.  Our conclusions are based on the audit evidence obtained up
to the date of our auditors’ report.  However, future events or conditions may cause
the Company to cease to continue as a going concern.

 Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit and significant audit findings, including any 
significant deficiencies in internal control that we identify during our audit. 

Report on the Supplementary Information Required Under Revenue Regulations 
No. 15-2010 of the Bureau of Internal Revenue  

Our audit was conducted for the purpose of forming an opinion on the basic financial 
statements taken as a whole.  The supplementary information in Note 23 to the financial 
statements is presented for purposes of filing with the Bureau of Internal Revenue and is 
not a required part of the basic financial statements.  Such supplementary information is 
the responsibility of management.  The supplementary information has been subjected 
to the auditing procedures applied in our audits of the basic financial statements.  In our 
opinion, the supplementary information is fairly stated in all material respects in relation 
to the financial statements taken as a whole. 

R.G. MANABAT & CO. 

NOEL A. BALADIANG 
Partner 
CPA License No. 106166 
SEC Accreditation No. 1473-A, Group A, valid until March 30, 2018 
Tax Identification No. 223-804-972 
BIR Accreditation No. 08-001987-33-2014 
  Issued October 15, 2014; valid until October 14, 2017 
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March 28, 2017 
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The Board of Directors and Stockholders 
Axelum Resources Corp. 
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Cagayan de Oro City 

We have audited the accompanying financial statements of Axelum Resources Corp., as 
at and for the year ended December 31, 2016, on which we have rendered our report 
dated March 28, 2017. 

In compliance with Revenue Regulations V-20, we are stating that no partner of our Firm 
is related by consanguinity or affinity to the president, manager or principal stockholder 
of the Company.  
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REPORT OF INDEPENDENT AUDITORS 
TO ACCOMPANY FINANCIAL STATEMENTS FOR FILING WITH THE 
SECURITIES AND EXCHANGE COMMISSION 

The Board of Directors and Stockholders 
Axelum Resources Corp. 
ICS Building Tiano - Montalvan Streets 
Cagayan de Oro City 

We have audited the accompanying financial statements of Axelum Resources Corp., as 
at and for the year ended December 31, 2016, on which we have rendered our report 
dated March 28, 2017. 

In compliance with Securities Regulations Code Rule 68, As Amended, we are stating 
that the said Company has thirty eight (38) stockholders owning one hundred (100) or 
more shares each. 

R.G. MANABAT & CO. 

NOEL A. BALADIANG 
Partner 
CPA License No. 106166 
SEC Accreditation No. 1473-A, Group A, valid until March 30, 2018 
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AXELUM RESOURCES CORP. 

STATEMENT OF FINANCIAL POSITION 
DECEMBER 31, 2016 

(With Comparative Figures for 2015) 

Note 2016 2015 

ASSETS 

Current Assets 
Cash  6, 21, 22 P142,168,184 P348,514,476 
Trade and other receivables  7, 21, 22 611,632,084 31,797,855 
Inventories - net 8 611,606,490 134,675,925 
Prepaid expenses and other current assets 9 378,002,559 80,750,539 

Total Current Assets 1,743,409,317 595,738,795 

Noncurrent Assets 
Property, plant and equipment - net 5, 10 1,962,909,740 390,186,348 
Goodwill and other intangible assets 5, 19 1,055,346,067 -    
Other noncurrent asset 153,995 -    

Total Noncurrent Assets 3,018,409,802 390,186,348 

P4,761,819,119 P985,925,143 

LIABILITIES AND EQUITY 

Current Liabilities 
Loans payable 11, 21, 22 P835,294,272 P230,254,979 
Accounts payable and accrued expenses 12, 21, 22 114,207,562 74,443,395 
Income tax payable 20,426,887 -   
Finance lease liabilities - current portion 20, 21, 22 3,637,925 -   
Other current liabilities 5, 19, 21, 22 295,168,666 159,899,596 

Total Current Liabilities 1,268,735,312 464,597,970 

Noncurrent Liabilities 
Deferred tax liability 13 195,295 -    
Finance lease liabilities - net of 

current portion 20, 21, 22 6,641,839 -    
Other noncurrent liabilities 5, 11, 19, 21, 22 927,514,224 300,000,000    

Total Noncurrent Liabilities 934,351,358 300,000,000 

Total Liabilities 2,203,086,670 764,597,970 

Equity 14 
Capital stock 2,000,000,000 5,000,000 
Retained earnings 

Appropriated 105,000,000 210,000,000 
Unappropriated 453,732,449 6,327,173 

Total Equity 2,558,732,449 221,327,173 

P4,761,819,119 P985,925,143 

See Notes to the Financial Statements. 



 

 

AXELUM RESOURCES CORP. 

STATEMENT OF COMPREHENSIVE INCOME 
FOR THE YEAR ENDED DECEMBER 31, 2016 

(With Comparative Figures for 2015) 

  

 Note 2016 2015 

SALES - Net  P3,564,717,579 P464,377,785 

COST OF SALES 15 2,928,646,983 334,606,715 

GROSS PROFIT  636,070,596 129,771,070 

SELLING EXPENSES 16 37,110,684 12,255,925 

GENERAL AND ADMINISTRATIVE 
EXPENSES 17 65,623,560 8,010,182 

INCOME FROM OPERATIONS  533,336,352 109,504,963 

INTEREST EXPENSE AND OTHER 
FINANCING CHARGES 11, 20 (34,706,477) (7,474,083) 

INTEREST INCOME 6 918,192 133,925 

OTHER INCOME - Net 18 13,972,766 6,168,829 

INCOME BEFORE INCOME TAX   513,520,833 108,333,634 

INCOME TAX EXPENSE 13 46,050,120 -     

NET INCOME/TOTAL COMPREHENSIVE 
INCOME   P467,470,713 P108,333,634 

 

See Notes to the Financial Statements. 
 



 

 

AXELUM RESOURCES CORP. 

STATEMENT OF CHANGES IN EQUITY 
FOR THE YEAR ENDED DECEMBER 31, 2016 

(With Comparative Figures for 2015) 

 

  Capital Retained Earnings Retained Earnings  
 Note Stock Appropriated Unappropriated Total Equity 

As of January 1, 2016  P5,000,000 P210,000,000 P6,327,173 P221,327,173 

Net income/total comprehensive income  -     -     467,470,713 467,470,713 
Issuance of shares 14 1,895,000,000 -     (20,065,437) 1,874,934,563 
Cancellation of shares  (5,000,000)  -     -     (5,000,000) 
Distribution of stock dividends 14 105,000,000 (105,000,000) -     -     

As of December 31, 2016  P2,000,000,000 P105,000,000 P453,732,449 P2,558,732,449 

As of January 1, 2015  P5,000,000 P105,000,000 P2,993,539 P112,993,539 

Net income/total comprehensive income  -     -     108,333,634 108,333,634 
Appropriation for acquisition of plant 

and equipment 14 -     105,000,000 (105,000,000) -     

As of December 31, 2015  P5,000,000 P210,000,000 P6,327,173 P221,327,173 

      

See Notes to the Financial Statements.      

 



 

 

AXELUM RESOURCES CORP. 

STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED DECEMBER 31, 2016 

(With Comparative Figures for 2015) 

  

 Note 2016 2015 

CASH FLOWS FROM OPERATING ACTIVITIES   
Income before income tax  P513,520,833 P108,333,634 
Adjustments for:    

Depreciation and amortization 10 112,950,765 18,593,850 
Interest expense and other financing charges 11, 20 34,706,477 7,474,083 
Foreign exchange gain - net 18 (650,984) (270,623) 
Interest income 6 (918,192) (133,925) 
Provision for inventory obsolescence  -     82,080 

Operating income before working capital changes 659,608,899 134,079,099 
Changes in operating assets and liabilities:    

Increases in:    
Trade and other receivables   (560,472,843) (40,605,152) 
Inventories  (476,930,565) (37,529,821) 
Prepaid expenses and other current assets  (297,252,020) (9,540,687) 

Increases in:    
Accounts payable and accrued expenses  38,808,601 51,810,913 
Other current liabilities  18,997,227 -     

Cash generated from (used in) operations  (617,240,701) 98,214,352 
Interest received  6 918,192 133,925 
Income tax paid  (25,427,938) -     

Net cash flows provided by (used in) operating 
activities (641,750,447) 98,348,277 

CASH FLOWS FROM INVESTING ACTIVITIES   
Acquisition of property, plant and equipment 10 (1,685,674,157) (187,176,482) 
Decrease in other noncurrent asset  (153,995) -     

Net cash flows used in investing activities  (1,685,828,152) (187,176,482) 

CASH FLOWS FROM FINANCING ACTIVITIES   
Availment of loans payable 11 2,683,033,351 449,902,644 
Issuance of shares - net 14 1,869,934,563 -     
Payment of:    

Loans payable  (2,396,660,400) (27,986,716) 
Finance lease liabilities  (1,280,236) -     
Interest expense and other finance charges 11, 20 (34,062,691) -     

Net cash flows provided by financing activities  2,120,964,587 421,915,928 

EFFECT OF FOREIGN EXCHANGE RATE 
CHANGES IN CASH  267,720 130,202 

NET INCREASE (DECREASE) IN CASH  (206,346,292) 333,217,925 

CASH AT BEGINNING OF YEAR  348,514,476 15,296,551 

CASH AT END OF YEAR  P142,168,184 P348,514,476 

    

See Notes to the Financial Statements. 
 



 

 

AXELUM RESOURCES CORP. 

NOTES TO THE FINANCIAL STATEMENTS 
(With Comparative Figures for 2015) 

 
 
 

1. Reporting Entity 
 
Axelum Resources Corp. (the “Company”) was incorporated and registered with the 
Philippines Securities and Exchange Commission (SEC) on August 19, 2010.  The 
Company was established primarily to enter into direct manufacturing and or toll 
manufacturing of coconut water and other coconut products for domestic and 
international market. 
 
The Company started its commercial operations in March 2011. 
 
On February 29, 2016, SEC approved the amendment of Articles of Incorporation to 
cover the manufacturing of other agricultural products for domestic and international 
market including the development of agricultural plantations as the Company’s primary 
purpose as approved on the September 30, 2015 meeting of the Company’s Board of 
Directors (BOD). 
 
The Company’s principal place of business is located at ICS Building, Tiano-Montalvan 
Streets, Cagayan de Oro City. 
 
Registration with the Board of Investment (BOI) 
On March 9, 2011, the Company was registered as a BOI registered enterprise and is 
entitled to Income Tax Holiday (ITH) Incentive provided under Article 39(a) of 
Executive Order No. 226 as amended by R.A. 7918.  The Company has an ITH 
entitlement period of six years, from March 9, 2011 to March 8, 2017. 
 
On June 1, 2016, BOI granted the Company an extension of the ITH entitlement for a 
period of four years.   
 
 

2. Basis of Preparation 
 
Statement of Compliance  
The accompanying financial statements have been prepared in compliance with 
Philippine Financial Reporting Standards (PFRS).  PFRS are based on International 
Financial Reporting Standards issued by the International Accounting Standards 
Board.  PFRS consist of PFRS, Philippine Accounting Standards (PAS) and Philippine 
Interpretations issued by the Philippine Financial Reporting Standards Council 
(FRSC). 
 
The financial statements were approved and authorized for issue in accordance with 
a resolution by the BOD on March 28, 2017. 
 
Basis of Measurement 
The financial statements of the Company have been prepared on a historical cost 
basis of accounting. 
 
Functional and Presentation Currency 
The financial statements are presented in Philippine peso, which is the Company’s 
functional currency. All financial information are rounded to the nearest peso, except 
when otherwise indicated. 
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3. Significant Accounting Policies 
 
The accounting policies set out below have been applied consistently to all periods 
presented in the financial statements, except for the changes in accounting policies as 
explained below. 
 
Adoption of New and Amended Standards and Interpretations  
The FRSC approved the adoption of a number of new and amended standards and 
interpretation as part of PFRS. 
 
Amendments to Standards Adopted in 2016 
The Company has adopted the following PFRS starting January 1, 2016 and 
accordingly, changed its accounting policies in the following areas: 
 
 Disclosure Initiative (Amendments to PAS 1, Presentation of Financial 

Statements). The amendments clarify the following: (i) the materiality 
requirements apply to the whole financial statements and an entity shall not reduce 
the understandability of the financial statements by obscuring material information 
with immaterial information or by aggregating material items that have different 
nature or function; (ii) that specific line items to be presented in the statements of 
income, statements of comprehensive income and the statements of financial 
position can be disaggregated and additional guidance on subtotals to be 
presented in these statements; (iii) that entities have flexibility as to the order in 
which they present the notes to the financial statements; and (iv) that share of 
other comprehensive income of associates and joint ventures accounted for using 
the equity method must be presented in aggregate as a single line item, and 
classified between those items that will or will not be subsequently reclassified to 
profit or loss.   

 
 Clarification of Acceptable Methods of Depreciation and Amortization 

(Amendments to PAS 16, Property, Plant and Equipment and PAS 38, Intangible 
Assets). The amendments to PAS 38 introduce a rebuttable presumption that the 
use of revenue-based amortization methods for intangible assets is inappropriate. 
This presumption can be overcome only when revenue and the consumption of 
the economic benefits of the intangible asset are highly correlated, or when the 
intangible asset is expressed as a measure of revenue.  The amendments to PAS 
16 explicitly state that revenue-based methods of depreciation cannot be used for 
property, plant and equipment. This is because such methods reflect factors other 
than the consumption of economic benefits embodied in the asset - e.g., changes 
in sales volumes and prices. 

 
Except as otherwise indicated, the adoption of these foregoing amended standards 
did not have a material effect on the financial statements. 
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New and Amended Standards Not Yet Adopted 
A number of new and amended standards are effective for annual periods beginning 
after January 1, 2016 and have not been applied in preparing these financial 
statements.  Unless otherwise indicated, none of these is expected to have a 
significant effect on the financial statements. 
 
The Company will adopt the following new and amended standards on the respective 
effective dates: 
 
 Disclosure Initiative (Amendments to PAS 7, Statement of Cash Flows). The 

amendments address financial statements users’ requests for improved 
disclosures about an entity’s net debt relevant to understanding an entity’s cash 
flows. The amendments require entities to provide disclosures that enable users 
of the financial statements to evaluate changes in liabilities arising from financing 
activities, including both changes arising from cash flows and non-cash changes - 
e.g. by providing a reconciliation between the opening and closing balances in the 
statements of financial position for liabilities arising from financing activities.  
 
The amendments are effective for annual periods beginning on or after  
January 1, 2017, with early adoption permitted.  When the Company first applies 
the amendments, it is not required to provide comparative information for 
preceding periods. 

 
 Recognition of Deferred Tax Assets for Unrealized Losses (Amendments to  

PAS 12, Income Taxes). The amendments clarify that: (a) the existence of a 
deductible temporary difference depends solely on a comparison of the carrying 
amount of an asset and its tax base at the end of the reporting period, and is not 
affected by possible future changes in the carrying amount or expected manner of 
recovery of the asset; (b) the calculation of future taxable profit in evaluating 
whether sufficient taxable profit will be available in future periods excludes tax 
deductions resulting from the reversal of the deductible temporary differences; (c) 
the estimate of probable future taxable profit may include the recovery of some of 
an entity's assets for more than their carrying amount if there is sufficient evidence 
that it is probable that the entity will achieve this; and (d) an entity assesses a 
deductible temporary difference related to unrealized losses in combination with 
all of its other deductible temporary differences, unless a tax law restricts the 
utilization of losses to deduction against income of a specific type.   
 
The amendments are to be applied retrospectively for annual periods beginning 
on or after January 1, 2017, with early adoption permitted. On initial application of 
the amendment, the change in the opening equity of the earliest comparative 
period may be recognized in opening retained earnings (or in another component 
of equity, as appropriate), without allocating the change between opening retained 
earnings and other components of equity. If the Company applies this relief, it shall 
disclose that fact. 
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 PFRS 9 (2014), Financial Instruments,  replaces PAS 39, Financial Instruments: 
Recognition and Measurement, and supersedes the previously published versions 
of PFRS 9 that introduced new classifications and measurement requirements (in 
2009 and 2010) and a new hedge accounting model (in 2013).  PFRS 9 includes 
revised guidance on the classification and measurement of financial assets, 
including a new expected credit loss model for calculating impairment of all 
financial assets that are not measured at fair value through profit or loss (FVPL), 
which generally depends on whether there has been a significant increase in credit 
risk since initial recognition of a financial asset, and supplements the new general 
hedge accounting requirements published in 2013.  
 
The new model on hedge accounting requirements provides significant 
improvements by aligning hedge accounting more closely with risk management. 
The new standard is required to be applied retrospectively for annual periods 
beginning on or after January 1, 2018, with early adoption permitted. Potential 
impact is being assessed. 

 
 PFRS 15, Revenue from Contracts with Customers, replaces PAS 11, 

Construction Contracts, PAS 18, Revenue, IFRIC 13, Customer Loyalty 
Programmes, IFRIC 18, Transfer of Assets from Customers and Standard 
Interpretation Committee - 31, Revenue - Barter Transactions Involving 
Advertising Services. The new standard introduces a new revenue recognition 
model for contracts with customers which specifies that revenue should be 
recognized when (or as) a company transfers control of goods or services to a 
customer at the amount to which the company expects to be entitled. Depending 
on whether certain criteria are met, revenue is recognized over time, in a manner 
that best reflects the company’s performance, or at a point in time, when control 
of the goods or services is transferred to the customer. The standard does not 
apply to insurance contracts, financial instruments or lease contracts, which fall in 
the scope of other PFRS. It also does not apply if two companies in the same line 
of business exchange nonmonetary assets to facilitate sales to other parties. 
Furthermore, if a contract with a customer is partly in the scope of another PFRS, 
then the guidance on separation and measurement contained in the other PFRS 
takes precedence.  
 
The new standard is effective for annual periods beginning on or after January 1, 
2018, with early adoption permitted. 

 
 Philippine Interpretation IFRIC-22 Foreign Currency Transactions and Advance 

Consideration. The amendments clarifies that the transaction date to be used for 
translation for foreign currency transactions involving an advance payment or 
receipt is the date on which the entity initially recognizes the prepayment or 
deferred income arising from the advance consideration. For transactions 
involving multiple payments or receipts, each payment or receipt gives rise to a 
separate transaction date. The interpretation applies when an entity pays or 
receives consideration in a foreign currency and recognizes a non-monetary asset 
or liability before recognizing the related item.  
 
The interpretation is effective for annual periods beginning on or after January 1, 
2018, with early adoption permitted. 
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 PFRS 16, Leases, supersedes PAS 17, Leases, and the related Philippine 
Interpretations. The new standard introduces a single lease accounting model for 
lessees under which all major leases are recognized on-balance sheet, removing 
the lease classification test. Lease accounting for lessors essentially remains 
unchanged except for a number of details including the application of the new 
lease definition, new sale-and-leaseback guidance, new sub-lease guidance and 
new disclosure requirements. Practical expedients and targeted reliefs were 
introduced including an optional lessee exemption for short-term leases (leases 
with a term of 12 months or less) and low-value items, as well as the permission 
of portfolio-level accounting instead of applying the requirements to individual 
leases. New estimates and judgmental thresholds that affect the identification, 
classification and measurement of lease transactions, as well as requirements to 
reassess certain key estimates and judgments at each reporting date were 
introduced.  
 
PFRS 16 is effective for annual periods beginning on or after  
January 1, 2019. Earlier application is permitted for entities that apply PFRS 15 at 
or before the date of initial application of PFRS 16. Potential impact is being 
assessed. 

 
Financial Assets and Financial Liabilities 
Date of Recognition.  The Company recognizes a financial asset or a financial liability 
in the statements of financial position when it becomes a party to the contractual 
provisions of the instrument.  In the case of a regular way purchase or sale of financial 
assets, recognition is done using settlement date accounting. 
 
Initial Recognition of Financial Instruments.  Financial instruments are recognized 
initially at fair value of the consideration given (in case of an asset) or received  
(in case of a liability).  The initial measurement of financial instruments, except for 
those designated as at FVPL, includes transaction costs. 
 
‘Day 1’ Difference.  Where the transaction price in a non-active market is different from 
the fair value of other observable current market transactions in the same instrument 
or based on a valuation technique whose variables include only data from observable 
market, the Company recognizes the difference between the transaction price and the 
fair value (a ‘Day 1’ difference) in the statements of comprehensive income unless it 
qualifies for recognition as some other type of asset.  In cases where data used is not 
observable, the difference between the transaction price and model value is only 
recognized in the statements of comprehensive income when the inputs become 
observable or when the instrument is derecognized.  For each transaction, the 
Company determines the appropriate method of recognizing the ‘Day 1’ difference 
amount. 
 
Financial Assets 
The Company classifies its financial assets, at initial recognition, in the following 
categories: financial assets at FVPL, loans and receivables, available-for-sale (AFS) 
financial assets and held-to-maturity (HTM) investments.  The classification depends 
on the purpose for which the investments are acquired and whether they are quoted 
in an active market.  The Company determines the classification of its financial assets 
at initial recognition and, where allowed and appropriate, re-evaluates such 
designation at every reporting date. 
 
The Company has no financial assets classified as HTM investments, AFS financial 
assets and financial assets at FVPL as at December 31, 2016 and 2015. 
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Loans and Receivables.  Loans and receivables are non-derivative financial assets 
with fixed or determinable payments and maturities 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 designated as AFS financial assets or financial assets at FVPL. 
 
Subsequent to initial measurement, loans and receivables are carried at amortized 
cost using the effective interest rate method, less any impairment in value.  Any 
interest earned on loans and receivables is recognized as part of “Interest income” 
account in the statements of comprehensive income on an accrual basis.  Amortized 
cost is calculated by taking into account any discount or premium on acquisition and 
fees that are an integral part of the effective interest rate.  The periodic amortization is 
also included as part of “Interest income” account in the statements of comprehensive 
income.  Gains or losses are recognized in the statements of comprehensive income 
when loans and receivables are derecognized or impaired.   
 
Cash includes cash on hand and in banks which are stated at face value. 
 
The Company’s cash and trade and other receivables are included under this category 
(Notes 6, 7, 21 and 22).  
 
Financial Liabilities 
The Company classifies its financial liabilities, at initial recognition, in the following 
categories: financial liabilities at FVPL and other financial liabilities.  The Company 
determines the classification of its financial liabilities at initial recognition and, where 
allowed and appropriate, re-evaluates such designation at every reporting date.  All 
financial liabilities are recognized initially at fair value and, in the case of loans and 
borrowings, net of directly attributable transaction costs. 
 
Other Financial Liabilities. This category pertains to financial liabilities that are not 
designated or classified as at FVPL. After initial measurement, other financial liabilities 
are carried at amortized cost using the effective interest rate method.  Amortized cost 
is calculated by taking into account any premium or discount and any directly 
attributable transaction costs that are considered an integral part of the effective 
interest rate of the liability. The effective interest rate amortization is included in 
“Interest expense” account in the statements of comprehensive income. Gains and 
losses are recognized in the statements of comprehensive income when the liabilities 
are derecognized as well as through the amortization process. 
 
The Company’s liabilities arising from its trade or borrowings such as loans payable, 
accounts payable and accrued expenses, finance lease liabilities and other current 
liabilities are included under this category (Notes 11, 12, 19, 20, 21 and 22). 
 
Derecognition of Financial Assets and Financial Liabilities 
Financial Assets.  A financial asset (or, where applicable, a part of a financial asset or 
part of a group of similar financial assets) is primarily derecognized when: 
 
 the rights to receive cash flows from the asset have expired; or 
 
 the Company has transferred its rights to receive cash flows from the asset or has 

assumed an obligation to pay them in full without material delay to a third party 
under a “pass-through” arrangement; 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. 
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When the Company 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 risks and rewards of ownership.  When it has neither transferred nor 
retained substantially all the risks and rewards of the asset nor transferred control of 
the asset, the Company continues to recognize the transferred asset to the extent of 
the Company’s continuing involvement. In that case, the Company also recognizes 
the associated liability. The transferred asset and the associated liability are measured 
on the basis that reflects the rights and obligations that the Company has retained.  
 
Financial Liabilities.  A financial liability is derecognized when the obligation under the 
liability is discharged or cancelled, or expires.  When 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 the statements of 
comprehensive income. 
 
Impairment of Financial Assets 
The Company assesses, at the reporting date, whether a financial asset or group of 
financial assets is impaired. 
 
A financial asset or a group of financial assets is deemed to be impaired if, and only 
if, there is objective evidence of impairment as a result of one or more events that have 
occurred after the initial recognition of the asset (an incurred loss event) and that loss 
event has an impact on the estimated future cash flows of the financial asset or a group 
of financial assets that can be reliably estimated. 
 
For financial assets carried at amortized cost such as loans and receivables, the 
Company first assesses whether impairment exists individually for financial assets that 
are individually significant, or collectively for financial assets that are not individually 
significant.  If no objective evidence of impairment has been identified for a particular 
financial asset that was individually assessed, the Company includes the asset as part 
of a group of financial assets with similar credit risk characteristics and collectively 
assesses the group 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 the collective impairment assessment. 
 
Evidence of impairment may include indications that the borrower or a group of 
borrowers is experiencing financial difficulty, default or delinquency in principal or 
interest payments, or may enter into bankruptcy or other form of financial 
reorganization intended to alleviate the financial condition of the borrower.  For 
collective impairment purposes, evidence of impairment may include observable data 
on existing economic conditions or industry-wide developments indicating that there is 
a measurable decrease in the estimated future cash flows of the related assets. 
 
If there is objective evidence of impairment, the amount of loss is measured as the 
difference between the asset’s carrying amount and the present value of estimated 
future cash flows (excluding future credit losses) discounted at the financial asset’s 
original effective interest rate (i.e., the effective interest rate computed at initial 
recognition). Time value is generally not considered when the effect of discounting the 
cash flows is not material.  If a loan or receivable has a variable rate, the discount rate 
for measuring any impairment loss is the current effective interest rate, adjusted for 
the original credit risk premium.  For collective impairment purposes, impairment loss 
is computed based on their respective default and historical loss experience. 
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The carrying amount of the asset is reduced either directly or through the use of an 
allowance account. The impairment loss for the period is recognized in the statements 
of comprehensive income.  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 
statements of comprehensive income, to the extent that the carrying amount of the 
asset does not exceed its amortized cost at the reversal date. 
 
Classification of Financial Instruments between Liability and Equity 
Financial instruments are classified as liability 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. 
 
A financial instrument is classified as liability if it provides for a contractual obligation 
to: 
 
 deliver cash or another financial asset to another entity; 
 
 exchange financial assets or financial liabilities with another entity under 

conditions that are potentially unfavorable to the Company; or 
 
 satisfy the obligation other than by the exchange of a fixed amount of cash or 

another financial asset for a fixed number of own equity shares. 
 
If the Company does not have an unconditional right to avoid delivering cash or 
another financial asset to settle its contractual obligation, the obligation meets the 
definition of a financial liability. 
 
The components of issued financial instruments that contain both liability and equity 
elements are accounted for separately, with the equity component being assigned the 
residual amount after deducting from the instrument as a whole or in part, the amount 
separately determined as the fair value of the liability component on the date of issue. 
 
Debt Issue Costs 
Debt issue costs are considered as an adjustment to the effective yield of the related 
debt and are deferred and amortized using the effective interest rate method.  When 
a loan is paid, the related unamortized debt issue costs at the date of repayment are 
recognized in the statements of comprehensive income. 
 
Offsetting Financial Instruments 
Financial assets and financial liabilities are offset and the net amount is reported in the 
statements of financial position if, and only if, there is a currently enforceable legal 
right to offset the recognized amounts and there is an intention to settle on a net basis, 
or to realize the assets and settle the liabilities simultaneously.  This is not generally 
the case with master netting agreements, and the related assets and liabilities are 
presented gross in the statements of financial position.  
 
Cash 
Cash includes cash on hand and in banks which are stated at face value. 
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Inventories 
Inventories are valued at the lower of cost and net realizable value. Costs incurred in 
bringing each inventory to its present location and condition are accounted for as 
follows: 
 

Finished goods  - at cost, which includes direct materials and labor and 
a proportion of manufacturing overhead costs based 
on normal operating capacity but excluding borrowing 
costs; costs are determined using the moving-average 
method.  

Materials and supplies  - at cost, using the moving-average method. 

 
Finished Goods.  Net realizable value is the estimated selling price in the ordinary 
course of business, less the estimated costs necessary to make the sale. 
 
Materials and Supplies.  Net realizable value is the current replacement cost.   
 
Business Combination  
Business combinations are accounted for using the acquisition method as at the 
acquisition date. The cost of an acquisition is measured as the aggregate of the 
consideration transferred, measured at acquisition date fair value, and the amount of 
any non-controlling interests in the acquiree. 
 
When the Company acquires a business, it assesses the financial assets and financial 
liabilities assumed for appropriate classification and designation in accordance with 
the contractual terms, economic circumstances and pertinent conditions as at the 
acquisition date.   
 
The Company measures goodwill at the acquisition date as the fair value of the 
consideration transferred less the net recognized amount (generally fair value) of the 
identifiable assets acquired and liabilities assumed.  When the excess is negative, a 
bargain purchase gain is recognized immediately in the statements of comprehensive 
income. Subsequently, goodwill is measured at cost less any accumulated impairment 
in value.  Goodwill is reviewed for impairment, annually or more frequently, if events 
or changes in circumstances indicate that the carrying amount may be impaired. 
 
The consideration transferred does not include amounts related to the settlement of  
pre-existing relationships.  Such amounts are generally recognized in the statements 
of comprehensive income.  Costs related to the acquisition, other than those 
associated with the issuance of debt or equity securities that the Company incurs in 
connection with a business combination, are expensed as incurred.  Any contingent 
consideration payable is measured at fair value at the acquisition date.  If the 
contingent consideration is classified as equity, it is not remeasured and settlement is 
accounted for within equity.  Otherwise, subsequent changes to the fair value of the 
contingent consideration are recognized in the statements of comprehensive income. 
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Goodwill in a Business Combination 
Goodwill acquired in a business combination is, from the acquisition date, allocated to 
each of the cash-generating units, or groups of cash-generating units that are 
expected to benefit from the synergies of the combination, irrespective of whether 
other assets or liabilities are assigned to those units or groups of units.  Each unit or 
group of units to which the goodwill is allocated: 
 
 represents the lowest level within the Company at which the goodwill is monitored 

for internal management purposes; and 
 

 is not larger than an operating segment determined in accordance with PFRS 8, 
Operating Segments. 

 
Impairment is determined by assessing the recoverable amount of the  
cash-generating unit or group of cash-generating units, to which the goodwill relates. 
Where the recoverable amount of the cash-generating unit or group of  
cash-generating units is less than the carrying amount, an impairment loss is 
recognized.  Where goodwill forms part of a cash-generating unit or group of  
cash-generating units and part of the operation within that unit is disposed of, the 
goodwill associated with the operation disposed of is included in the carrying amount 
of the operation when determining the gain or loss on disposal of the operation.  
Goodwill disposed of in this circumstance is measured based on the relative values of 
the operation disposed of and the portion of the cash-generating unit retained.  An 
impairment loss with respect to goodwill is not reversed. 
 
Intangible Assets Acquired in a Business Combination 
The cost of an intangible asset acquired in a business combination is the fair value as 
at the date of acquisition, determined using discounted cash flows as a result of the 
asset being owned.  
 
Following initial recognition, intangible asset is carried at cost less any accumulated 
amortization and impairment losses, if any.  The useful life of an intangible asset is 
assessed to be either finite or indefinite.  
 
The Company assessed the useful lives of other intangible assets to be indefinite. 
Based on our analysis of all the relevant factors, there is no foreseeable limit to the 
period over which the assets are expected to generate cash inflows for the Company.  
 
Gains or losses arising from the disposal of an intangible asset are measured as the 
difference between the net disposal proceeds and the carrying amount of the asset, 
and are recognized in the statements of comprehensive income when the asset is 
derecognized. 
 
Property, Plant and Equipment 
Property, plant and equipment are stated at cost less accumulated depreciation and 
amortization and any accumulated impairment in value.  Such cost includes the cost 
of replacing part of the property, plant and equipment at the time the cost is incurred, 
if the recognition criteria are met, and excludes the costs of day-to-day servicing. 
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The initial cost of property, plant and equipment comprises its construction cost or 
purchase price, including import duties, taxes and any directly attributable costs in 
bringing the asset to its working condition and location for its intended use. 
Expenditures incurred after the asset has been put into operation, such as repairs, 
maintenance and overhaul costs, are normally recognized as expense in the period 
the costs are incurred.  Major repairs are capitalized as part of property, plant and 
equipment only when it is probable that future economic benefits associated with the 
items will flow to the Company and the cost of the items can be measured reliably. 
 
Construction in progress (CIP) represents structures under construction and is stated 
at cost.  This includes the costs of construction and other direct costs.  Borrowing costs 
that are directly attributable to the construction of property, plant and equipment, if 
any, are capitalized during the construction period.  CIP is not depreciated until such 
time that the relevant assets are ready for use. 
 
Depreciation and amortization, which commence when the assets are available for 
their intended use, are computed using the straight-line method over the following 
estimated useful lives of the assets: 
 

 Number of Years 

Buildings 22 - 40 
Machinery 5 - 10 
Delivery and transportation 5 - 8 
Site improvements 2 - 10 
Office furniture and equipment 2 - 5 
Tools and water system 1 - 2 

 
The remaining useful lives, residual values, and depreciation and amortization 
methods are reviewed and adjusted periodically, if appropriate, to ensure that such 
periods and methods of depreciation and amortization are consistent with the 
expected pattern of economic benefits from the items of property, plant and equipment. 
 
The carrying amounts of property, plant and equipment are reviewed for impairment 
when events or changes in circumstances indicate that the carrying amounts may not 
be recoverable. 
 
Fully depreciated assets are retained in the accounts until they are no longer in use. 
 
An item of property, plant and equipment is derecognized when either it has been 
disposed of or when it is permanently withdrawn from use and no future economic 
benefits are expected from its use or disposal.  Any gain or loss arising from the 
retirement and disposal of an item of property, plant and equipment (calculated as the 
difference between the net disposal proceeds and the carrying amount of the asset) is 
included in the statements of comprehensive income in the period of retirement and 
disposal. 
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Impairment of Non-financial Assets 
The carrying amount of property, plant and equipment, goodwill and other intangible 
assets and other noncurrent asset are reviewed for impairment when events or 
changes in circumstances indicate that the carrying amount may not be recoverable. 
Intangible assets with indefinite useful lives are tested for impairment annually either 
individually or at the cash-generating unit level. If any such indication exists, and if the 
carrying amount exceeds the estimated recoverable amount, the assets or cash-
generating units are written down to their recoverable amounts.  The recoverable 
amount of the asset is the greater of fair value less costs to sell and value in use.  The 
fair value less costs to sell is the amount obtainable from the sale of an asset in an 
arm’s length transaction between knowledgeable, willing parties, less costs of 
disposal. 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 asset.  For an asset that does 
not generate largely independent cash inflows, the recoverable amount is determined 
for the cash-generating unit to which the asset belongs.  Impairment losses are 
recognized in the statements of comprehensive income in those expense categories 
consistent with the function of the impaired asset. 
 
An assessment is made at each reporting date as to whether there is any indication 
that previously recognized impairment losses may no longer exist or may have 
decreased. If such indication exists, the recoverable amount is estimated. A previously 
recognized impairment loss is reversed only if there has been a change in the 
estimates used to determine the asset’s recoverable amount since the last impairment 
loss was recognized. If that is the case, the carrying amount of the asset is increased 
to its recoverable amount. That increased amount cannot exceed the carrying amount 
that would have been determined, net of depreciation and amortization, had no 
impairment loss been recognized for the asset in prior years. Such reversal is 
recognized in the statements of comprehensive income. After such a reversal, the 
depreciation and amortization charge is adjusted in future periods to allocate the 
asset’s revised carrying amount, less any residual value, on a systematic basis over 
its remaining useful life. 
 
Fair Value Measurements. 
The Company measures a number of financial and non-financial assets and liabilities 
at fair value at each reporting date. 
 
Fair value is the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. 
The fair value measurement is based on the presumption that the transaction to sell 
the asset or transfer the liability takes place either in the principal market for the asset 
or liability, or in the absence of a principal market, in the most advantageous market 
for the asset or liability. The principal or most advantageous market must be accessible 
to the Company. 
 
The fair value of an asset or liability is measured using the assumptions that market 
participants would use when pricing the asset or liability, assuming that market 
participants act in their best economic interest. 
 
The Company uses valuation techniques that are appropriate in the circumstances 
and for which sufficient data are available to measure fair value, maximizing the use 
of relevant observable inputs and minimizing the use of unobservable inputs. 
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All assets and liabilities for which fair value is measured or disclosed in the financial 
statements are categorized within the fair value hierarchy, described as follows, based 
on the lowest level input that is significant to the fair value measurement as a whole: 
 
 Level 1: quoted prices (unadjusted) in active markets for identical assets or 

liabilities;  
 
 Level 2: inputs other than quoted prices included within Level 1 that are 

observable for the asset or liability, either directly or indirectly; and  
 
 Level 3: inputs for the asset or liability that are not based on observable market 

data.  
 
For assets and liabilities that are recognized in the financial statements on a recurring 
basis, the Company determines whether transfers have occurred between levels in 
the hierarchy by re-assessing the categorization at the end of each reporting period.    
 
For the purpose of fair value disclosures, the Company has determined classes of 
assets and liabilities on the basis of the nature, characteristics and risks of the asset 
or liability and the level of the fair value hierarchy. 
 
Provisions  
Provisions are recognized when: (a) the Company has a present obligation (legal or 
constructive) as a result of past events; (b) it is probable (i.e., more likely than not) that 
an outflow of resources embodying economic benefits will be required to settle the 
obligation; and (c) a reliable estimate of the amount of the obligation can be made. 
Where some or all of the expenditure required to settle a provision is expected to be 
reimbursed by another party, the reimbursement is recognized as a separate asset 
only when it is virtually certain that reimbursement will be received. The amount 
recognized for the reimbursement shall not exceed the amount of the provision.  
Provisions are reviewed at each reporting date and adjusted to reflect the current best 
estimate. 
 
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 the risks specific to the liability.  Where 
discounting is used, the increase in the provision due to the passage of time is 
recognized as interest expense. 
 
Capital Stock 
Common shares are classified as equity. Incremental costs directly attributable to the 
issue of common shares are recognized as a deduction from equity, net of any tax 
effects. 
 
Retained Earnings 
Retained earnings represent the cumulative balance of net income or loss, dividend 
contributions and other capital adjustments. 
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Revenue Recognition 
Revenue is recognized to the extent that it is probable that the economic benefits will 
flow to the Company and the amount of revenue can be reliably measured. Revenue 
is measured at the fair value of the consideration received or receivable, taking into 
account contractually defined terms of payment and excluding taxes or duty. The 
following specific recognition criteria must also be met before revenue is recognized: 
 
Revenue from Sale of Goods 
Revenue from sale of goods in the course of ordinary activities is measured at the fair 
value of the consideration received or receivable, net of returns, trade discounts and 
volume rebates. Revenue is recognized when the significant risks and rewards of 
ownership of the goods have passed to the buyer, which is normally upon delivery, 
and the amount of revenue can be measured reliably. 
 
Interest income 
Interest income is recognized as the interest accrues, taking into account the effective 
yield on the asset. 
 
Other Income 
Other income is recognized when earned. 
 
Costs and Expenses 
Costs and expenses are decreases in economic benefits during the accounting period 
in the form of outflows or decrease of assets or incurrence of liabilities that result in 
decreases in equity, other than those relating to distributions to equity participants.  
Expenses are recognized when incurred. 
 
Leases 
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 the 
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 an extension is 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), and at the date of renewal or extension period for scenario (b) above. 
 
Finance Lease 
Company as Lessee. Finance leases, which transfer to the Company substantially all 
the risks and rewards incidental to ownership of the leased item, are capitalized at the 
inception of the lease at the fair value of the leased property or, if lower, at the present 
value of the minimum lease payments.  Obligations arising from leased assets under 
finance lease agreement are classified in the statements of financial position as 
finance lease liabilities. 
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Lease payments are apportioned between financing charges and reduction of the 
lease liability so as to achieve a constant rate of interest on the remaining balance of 
the liability.  Financing charges are recognized in the statements of comprehensive 
income. 
 
Capitalized leased assets are depreciated over the estimated useful lives of the assets 
when there is reasonable certainty that the Company will obtain ownership by the end 
of the lease term. 
 
Operating Lease 
Company as Lessee.  Leases which do not transfer to the Company substantially all 
the risks and rewards of ownership of the asset are classified as operating leases.  
Operating lease payments are recognized as an expense in the statements of 
comprehensive income on a straight-line basis over the lease term.  Associated costs 
such as maintenance and insurance are expensed as incurred. 
 
Borrowing Costs 
Borrowing costs directly attributable to the acquisition or construction of an asset, if 
any, that necessarily takes a substantial period of time to get ready for its intended use 
are capitalized as part of the cost of the respective assets. Capitalization of borrowing 
costs commences when the activities to prepare the asset are in progress and 
expenditures and borrowing costs are being incurred.  Borrowing costs are capitalized 
until the assets are substantially ready for their intended use. 
 
All other borrowing costs are expensed in the period they occur.   
 
Short-term Employee Benefits 
Short-term employee benefits are expensed as the related service is provided. A 
liability is recognized for the amount expected to be paid if the Company has a present 
legal or constructive obligation to pay this amount as a result of past service provided 
by the employee and the obligation can be estimated reliably. 
 
Foreign Currency 
Foreign Currency Translations 
Transactions in foreign currencies are translated to the respective functional 
currencies of the Company at exchange rates at the dates of the transactions. 
Monetary assets and monetary liabilities denominated in foreign currencies are 
retranslated at the functional currency rate of exchange ruling at the reporting date.  
The foreign currency gain or loss on monetary items is the difference between 
amortized cost in the functional currency at the beginning of the year, adjusted for 
effective interest and payments during the year, and the amortized cost in foreign 
currency translated at the exchange rate at the reporting date. 
 
Nonmonetary assets and nonmonetary liabilities denominated in foreign currencies 
that are measured at fair value are translated to the functional currency at the 
exchange rate at the date the fair value was determined.  Nonmonetary items in foreign 
currencies that are measured in terms of historical cost are translated using the 
exchange rate at the date of the transaction. 
 
Taxes 
Current Tax.  Current tax is the expected tax payable or receivable on the taxable 
income or loss for the year, using tax rates enacted or substantively enacted at the 
reporting date, and any adjustment to tax payable in respect of previous years. 
 
Deferred Tax.  Deferred tax is recognized in respect of temporary differences between 
the carrying amounts of assets and liabilities for financial reporting purposes and the 
amounts used for taxation purposes.  
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Deferred tax liabilities are recognized for all taxable temporary differences, except: 
 
 where the deferred tax liability arises from the initial recognition of goodwill or of 

an asset or liability in a transaction that is not a business combination and, at the 
time of the transaction, affects neither the accounting profit nor taxable profit or 
loss; and 

 
 with respect to taxable temporary differences associated with investments in 

shares of stock of subsidiaries and associates and interest in joint ventures, where 
the timing of the reversal of the temporary differences can be controlled and it is 
probable that the temporary differences will not reverse in the foreseeable future. 

 
Deferred tax assets are recognized for all deductible temporary differences, 
carryforward benefits of unused tax credits - Minimum Corporate Income Tax (MCIT) 
and unused tax losses - Net Operating Loss Carry Over (NOLCO), to the extent that it 
is probable that taxable profit will be available against which the deductible temporary 
differences, and the carryforward benefits of MCIT and NOLCO can be utilized, except: 
 
 where the deferred tax asset relating to the deductible temporary difference arises 

from the initial recognition of an asset or liability in a transaction that is not a 
business combination and, at the time of the transaction, affects neither the 
accounting profit nor taxable profit or loss; and 

 
 with respect to deductible temporary differences associated with investments in 

shares of stock of subsidiaries and associates and interest in joint ventures, 
deferred tax assets are recognized only to the extent that it is probable that the 
temporary differences will reverse in the foreseeable future and taxable profit will 
be available against which the temporary differences can be utilized. 

 
The carrying amount of deferred 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 tax asset to be utilized.  Unrecognized 
deferred 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 tax 
asset to be recovered. 
 
The measurement of deferred tax reflects the tax consequences that would follow the 
manner in which the Company expects, at the end of the reporting period, to recover 
or settle the carrying amount of its assets and liabilities. 
 
Deferred tax assets and liabilities are measured at the tax rates that are expected to 
apply in the year 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 the reporting date.  
 
In determining the amount of current and deferred tax, the Company takes into account 
the impact of uncertain tax positions and whether additional taxes and interest may be 
due.  The Company believes that its accruals for tax liabilities are adequate for all open 
tax years based on its assessment of many factors, including interpretation of tax laws 
and prior experience. This assessment relies on estimates and assumptions and may 
involve a series of judgments about future events. New information may become 
available that causes the Company to change its judgment regarding the adequacy of 
existing tax liabilities; such changes to tax liabilities will impact tax expense in the 
period that such a determination is made. 
 
Current tax and deferred tax are recognized in the statements of comprehensive 
income except to the extent that it relates to a business combination, or items 
recognized directly in equity or in other comprehensive income. 
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Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right 
exists to set off current tax assets against current tax liabilities and the deferred taxes 
relate to the same taxable entity and the same taxation authority. 
 
Value-added Tax (VAT).  Revenues, expenses and assets are recognized net of the 
amount of VAT, except: 
 
 where the tax incurred on a purchase of assets or services is not recoverable from 

the taxation authority, in which case the tax is recognized as part of the cost of 
acquisition of the asset or as part of the expense item as applicable; and 

 
 receivables and payables that are stated with the amount of tax included. 
 
The net amount of tax recoverable from, or payable to, the taxation authority is 
included as part of “Prepaid expenses and other current assets” or “Accounts payable 
and accrued expenses” account in the statements of financial position. 
 
Related Party Transaction 
Parties are considered to be related if 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 operating decisions.  Parties are also considered to be related if they are 
subject to common control and significant influence.  Related parties may be 
individuals or corporate entities. Transactions between related parties are on an arm’s 
length basis in a manner similar to transactions with non-related parties. 
 
Contingencies 
Contingent liabilities are not recognized in the financial statements.  They are 
disclosed in the notes to the financial statements unless the possibility of an outflow of 
resources embodying economic benefits is remote. Contingent assets are not 
recognized in the financial statements but are disclosed in the notes to the financial 
statements when an inflow of economic benefit is probable. 
 
Events After Reporting Date 
Post year-end events that provide additional information about the Company’s 
financial position at reporting date (adjusting events) are reflected in the financial 
statements.  Post year-end events that are not adjusting events are disclosed in the 
notes to the financial statements when material. 
 
 

4. Use of Judgments, Estimates and Assumptions 
 
The preparation of the financial statements in accordance with PFRS requires 
management to make judgments, estimates and assumptions that affect the 
application of accounting policies and the amounts of assets, liabilities, income and 
expenses reported in the financial statements at the reporting date.  However, 
uncertainty about these judgments, estimates and assumptions could result in an 
outcome that could require a material adjustment to the carrying amount of the affected 
asset or liability in the future. 
 
Judgments and estimates 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.  Revisions are recognized in the period in 
which the judgments and estimates are revised and in any future period affected. 
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Judgments 
In the process of applying the Company’s accounting policies, management has made 
the following judgments, apart from those involving estimations, which have effect on 
the amounts recognized in the financial statements: 
 
Functional Currency. Based on the economic substance of the underlying 
circumstances relevant to the Company, the functional currency has been determined 
to be the Philippine Peso. It is the currency of the primary economic environment in 
which the Company operates. 
 
Finance Lease Commitments - Company as Lessee. The Company’s management 
has made a judgment that it has substantially acquired all the risks and rewards 
incidental to the ownership of the transportation and delivery equipment.  Accordingly, 
the Company accounted for the agreements as finance lease and recognized the 
transportation and delivery equipment and finance lease liabilities at the present value 
of the agreed monthly payments (Notes 10 and 20). 
 
Finance lease liabilities recognized in the statement of financial position amounted to 
P10,279,764 as at December 31, 2016 (Note 20).   
 
The carrying amount of delivery and transportation equipment under finance lease 
amounted to P13,967,917 as at December 31, 2016 (Notes 10 and 20). 
 
Operating Lease Commitments - Company as Lessee. The Company has entered into 
various lease agreements as a lessee.  The Company had determined that the 
significant risks and rewards for property leased from third parties are retained by the 
lessors. 
 
Rent expense recognized in the statements of comprehensive income amounted to 
P14,192,116 and P21,604,405 in 2016 and 2015, respectively (Notes 15, 16, 17  
and 20). 
 
Measurement of Fair Values. The Company uses market observable data when 
measuring the fair value of an asset or liability.  Where the fair values of financial 
assets and financial liabilities recognized in the statements of financial position cannot 
be derived from active markets, they are determined using a variety of valuation 
techniques that include the use of mathematical models. The Company uses 
judgments to select from a variety of valuation models and make assumptions 
regarding considerations of liquidity and model inputs such as correlation and volatility 
for longer dated financial instruments. The input to these models is taken from 
observable markets where possible, but where this is not feasible, a degree of 
judgment is required in establishing fair value.   
 
Contingencies. The Company, in the ordinary course of business, sets up appropriate 
provisions for its present legal or constructive obligations, if any, in accordance with 
its policies on provisions and contingencies.  In recognizing and measuring provisions, 
management takes risks and uncertainties into account. 
 
The Company has not recognized any provision as at December 31, 2016 and 2015. 
 
Estimates and Assumptions 
The key estimates and assumptions used in the financial statements are based upon 
management’s evaluation of relevant facts and circumstances as of the date of the 
financial statements.  Actual results could differ from such estimates. 
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Allowance for Impairment Losses on Trade and Other Receivables Provisions are 
made for specific and groups of accounts, where objective evidence of impairment 
exists.  The Company evaluates these accounts on the basis of factors that affect the 
collectability of the accounts. These factors include, but are not limited to, the length 
of the Company’s relationship with the customers and counterparties, the current credit 
status based on third party credit reports and known market forces, average age of 
accounts, collection experience and historical loss experience. The amount and timing 
of the recorded expenses for any period would differ if the Company made different 
judgments or utilized different methodologies. An increase in the allowance for 
impairment losses would increase the recorded general and administrative expenses 
and decrease current assets.   
 
The carrying amount of trade and other receivables amounted to P611,632,084 and 
P31,797,855 as at December 31, 2016 and 2015, respectively (Note 7). 
 
Write-down of Inventory. The Company writes down the cost of inventory to net 
realizable value whenever net realizable value becomes lower than cost due to 
damage, physical deterioration, obsolescence, changes in price levels or other 
causes.  
 
Estimates of net realizable value are based on the most reliable evidence available at 
the time the estimates are made of the amount the inventories are expected to be 
realized.  These estimates take into consideration fluctuations of price or cost directly 
relating to events occurring after the reporting date to the extent that such events 
confirm conditions existing at the reporting date. 
 
Inventories were written down to its net realizable value amounting to P82,080 in 2015. 
 
The carrying amount of inventories amounted to P611,606,490 and P134,675,925 as 
at December 31, 2016 and 2015, respectively (Note 8). 
 
Estimated Useful Lives of Property, Plant and Equipment. The Company estimates 
the useful lives of property, plant and equipment based on the period over which the 
assets are expected to be available for use.  The estimated useful lives of property, 
plant and equipment are reviewed periodically and are updated if expectations differ 
from previous estimates due to physical wear and tear, technical or commercial 
obsolescence and legal or other limits on the use of the assets. 
 
In addition, estimation of the useful lives of property, plant and equipment is based on 
collective assessment of industry practice, internal technical evaluation and 
experience with similar assets.  It is possible, however, that future financial 
performance 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. A 
reduction in the estimated useful lives of property, plant and equipment would increase 
the recorded cost of sales, selling and general and administrative expenses and 
decrease noncurrent assets. 
 
There is no change in the estimated useful life of property, plant and equipment in 
2016 and 2015. 
 
Property, plant and equipment, net of accumulated depreciation, amounted to 
P1,962,909,740 and P390,186,348 as at December 31, 2016 and 2015, respectively. 
Accumulated depreciation and amortization of property, plant and equipment 
amounted to P197,457,902 and P84,507,137 as at December 31, 2016 and 2015, 
respectively (Note 10). 
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Acquisition Accounting. At the time of acquisition, the Company considers whether the 
acquisition represents an acquisition of a business or a group of assets. The Company 
accounts for an acquisition as a business combination if it acquires an integrated set 
of business processes in addition to the group of assets acquired. The consideration 
is made to the extent that the significant business processes are acquired and the 
additional services to be provided.  
 
The Company accounts for acquired businesses using the acquisition method of 
accounting which requires that the assets acquired and the liabilities assumed are 
recognized at the date of acquisition based on their respective fair values. 
 
The application of the acquisition method requires certain estimates and assumptions 
concerning the determination of the fair values of acquired intangible assets and 
property, plant and equipment at the acquisition date.  Moreover, the useful lives of 
the acquired intangible assets and property, plant and equipment have to be 
determined.  
 
The acquisition of the assets qualifies as an acquisition of business because the 
Company acquired the property and equipment, business processes, human 
resources, technology and other intellectual property used by the predecessor entities 
which have been in operation. The entities are in the business of manufacturing, 
buying, selling and processing of coconut and other related products. 
 
With the acquisition, it enable to consolidate all its coconut-based business into the 
Company by integrating these inputs and processes to the Company. The acquisition 
is also expected to provide the Company with an increase share in the coconut 
industry through expansion of its operations globally. 
 
The carrying amount of goodwill arising from business combinations amounted to 
P608,001,980 in 2016 (Note 5). 
 
Impairment of Goodwill and Other Intangible Assets with Indefinite Useful Lives. The 
Company determines whether goodwill and other intangible assets are impaired at 
least annually.  This requires the estimation of value in use of the cash-generating 
units to which the goodwill is allocated and the value in use of other intangible assets.  
Estimating value in use requires management to make an estimate of the expected 
future cash flows from other intangible assets and to choose a suitable discount rate 
to calculate the present value of those cash flows. 
 
The recoverable amount of goodwill and other intangible assets has been determined 
based on a valuation using cash flow projections (value in use) covering a five-year 
period based on long range plans approved by management.  Cash flows beyond the 
five-year period are extrapolated using a determined constant growth rate to arrive at 
its terminal value.  The range of the growth rates used is consistent with the long-term 
average growth rate for the industry.  The discount rates applied to after tax cash flow 
projection range from 4.04% to 8% in 2016.  The recoverable amount of intangible 
assets has been categorized as Level 3 in the fair value hierarchy based on the inputs 
used in the valuation technique. 
 
No impairment loss on goodwill and other intangible assets was recognized in 2016. 
 
The carrying amount of goodwill and other intangible assets amounted to 
P1,055,346,067 as at December 31, 2016 (Note 5). 
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Impairment of Non-financial Assets.  PFRS requires that an impairment review be 
performed on property, plant and equipment, goodwill and other intangible assets and 
other noncurrent asset when events or changes in circumstances indicate that the 
carrying amount may not be recoverable. Determining the recoverable amounts of 
these assets requires the estimation of cash flows expected to be generated from the 
continued use and ultimate disposition of such assets.  While it is believed that the 
assumptions used in the estimation of fair values reflected in the financial statements 
are appropriate and reasonable, significant changes in these assumptions may 
materially affect the assessment of recoverable amounts and any resulting impairment 
loss could have a material adverse impact on the financial performance. 
 
No impairment loss on property, plant and equipment, goodwill and other intangible 
assets and other noncurrent asset was recognized in 2016 and 2015 as management 
believes that the carrying amount of its property, plant and equipment, goodwill and 
other intangible assets and other noncurrent asset is fully recoverable. 
 
The combined carrying amounts of property, plant and equipment, goodwill and other 
intangible assets and other noncurrent asset amounted to P3,018,409,802 and 
P390,186,348 as at December 31, 2016 and 2015 respectively (Notes 5 and 10). 
 
 

5. Acquisitions 
 
In 2016, the Company and Fiesta Brands, Inc. (FBI), Fresh Fruit Ingredients, Inc. 
(FFII), Muenster Ingredients Mfg. Inc. (MIMI) and Coco Derivatives Inc. (CDI) entered 
into agreements for the following: (i) purchase by the Company of property and 
equipment; and (ii) assignment of trademarks, brand names, logos and other devices 
to the Company.  The consideration which amounted to P2,164,810,353 includes an 
additional consideration based on certain percentage of gross sales covering the 
periods 2018 to 2033.  
 
The purchase of the assets used in the business of FBI, FFII, MIMI and CDI qualify as 
an acquisition of a business in accordance with PFRS 3, Business Combinations. The 
acquired business assets provided the Company with inputs and processes which 
enabled the Company to generate returns.  The acquisition will expand the Company’s 
product offerings and is expected to further strengthen its potential as it taps new 
sources of growth, thereby ensuring long-term value to the Company’s stockholders. 
 
The following summarizes the recognized amounts of assets acquired at the 
acquisition date: 
 

 Note 2016 

Assets   
Property and equipment 10 P1,109,464,286 
Other intangible assets  447,344,087 

Total Identifiable Assets at Fair Value  P1,556,808,373 

 
Other intangible assets consists of trademarks, brand names, logos and other 
intellectual properties. 
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Goodwill was recognized as a result of the acquisition as follows: 
 

  2016 

Total consideration  P2,164,810,353 
Total identifiable assets at fair value  1,556,808,373 

Goodwill  P608,001,980 

 
 

6. Cash 
 
This account consists of: 
 

 Note 2016 2015 

Cash on hand   P317,089 P1,210,414 
Cash in banks  141,851,095 347,304,062 

 21, 22 P142,168,184 P348,514,476 

 
Cash in bank earns interest at the respective bank deposit rates. The Company’s cash 
in banks earned interest income amounting to P918,192 and P133,925 in 2016 and 
2015, respectively. 
 
 

7. Trade and Other Receivables  
 
This account consists of: 
 

 Note 2016 2015 

Trade receivables  P536,907,202 P31,000,117 
Other receivables 19 74,724,882 797,738 

 21, 22 P611,632,084 P31,797,855 

 
Trade receivables are non-interest bearing and are generally on a 30 to 60-day term.   
 
Other receivables consist of advances to employees for medical insurance which are 
collected through salary deductions, and other advances for official business use. 
 
The aging of trade and other receivables is as follows: 
 

December 31, 2016 Trade Others Total 

Current  P420,761,323 P74,724,882 P495,486,205 

Past due:    

Less than 30 days 93,880,199 -     93,880,199 

31 - 60 days 6,489,826 -     6,489,826 

61 - 90 days 1,988,121 -     1,988,121 

Over 90 days 13,787,733 -     13,787,733 

 P536,907,202 P74,724,882 P611,632,084 

 
December 31, 2015 Trade Others Total 

Current  P29,386,312 P797,738 P30,184,050 
Past due:    

61 - 90 days 1,613,805 -     1,613,805 

 P31,000,117 P797,738 P31,797,855 
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No allowance for impairment losses on trade and other receivables is recognized as 
management believes that the receivables are fully recoverable at their carrying 
amounts. 
 
Certain receivables were assigned with recourse to secure the bank loans amounting 
to P425,049,156 and P31,000,117 as at December 31, 2016 and 2015, respectively 
(Note 11).  
 
 

8. Inventories 
 
This account consists of: 
 

  2016 2015 

At NRV:    
Finished goods  P353,346,875 P10,145,188 
Packing materials and supplies  207,893,179 110,429,327 
Raw materials  37,068,525 5,546,067 
By-product  3,501,573 -     
Inventories in-transit  9,796,338 8,555,343 

  P611,606,490 P134,675,925 

 
Inventories charged to cost of sales amounted to  P2,749,731,631 and P286,346,221 
in 2016 and 2015, respectively (Note 15). 
 
The cost of finished goods amounted to P353,346,875 and P10,227,268 as at 
December 31, 2016 and 2015, respectively.  
 
Certain inventories were written down to its net realizable value amounting to P82,080 
in 2015 and recognized as part of “Cost of sales” account (Note 15). 
 
 

9. Prepaid Expenses and Other Current Assets 
 
This account consists of: 
 

  2016 2015 

Input VAT  P226,095,715 P22,320,991 
Advances to suppliers  136,045,208 57,773,590 
Prepaid expenses  15,861,636 655,958 

  P378,002,559 P80,750,539 

 
Input VAT represents taxes paid on purchases of goods and services. 
 
Advances to suppliers pertain to advances for purchased tools, spare parts and 
packaging materials. 
 
Prepaid expenses consist of insurance, rent and other prepayments. 
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10. Property, Plant and Equipment

Property, plant and equipment consist of: 

Site 
Improvements Buildings Machinery 

Delivery and 
Transportation 

Office 
Furniture and 

Equipment 

Tools and 
Water 

System 
Construction 

in-progress Total 

Cost 
January 1, 2015 P   - P   - P138,368,364 P1,809,821 P164,843 P43,200 P147,130,775 P287,517,003 
Additions 15,943,831 - 4,373,092 2,661,326 565,775 - 163,632,458 187,176,482 

December 31, 2015 15,943,831 - 142,741,456 4,471,147 730,618 43,200 310,763,233 474,693,485 
Acquisitions 4,943,888 200,549,182 618,686,774 35,203,348 9,294,746 161,348 240,625,000 1,109,464,286 
Additions and 

reclassification 30,685,080 174,760,240 638,516,420 33,182,705 28,653,387 1,193,288 (330,781,249) 576,209,871 

December 31, 2016 51,572,799 375,309,422 1,399,944,650 72,857,200 38,678,751 1,397,836 220,606,984 2,160,367,642 

Accumulated Depreciation 
and Amortization 

January 1, 2015 - - 65,301,572 422,292 146,223 43,200 - 65,913,287
Depreciation and 

amortization 1,062,922 - 16,520,336 879,070 131,522 - - 18,593,850

December 31, 2015 1,062,922 - 81,821,908 1,301,362 277,745 43,200 - 84,507,137
Depreciation and 

amortization 4,574,022 14,053,699 77,680,448 8,770,348 7,789,097 83,151 - 112,950,765

December 31, 2016 5,636,944 14,053,699 159,502,356 10,071,710 8,066,842 126,351 - 197,457,902

Carrying Amount 

December 31, 2015 P14,880,909 P   - P60,919,548 P3,169,785 P452,873 P  - P310,763,233 P390,186,348 

December 31, 2016 P45,935,855 P361,255,723 P1,240,442,294 P62,785,490 P30,611,909 P1,271,485 P220,606,984 P1,962,909,740 
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The carrying amount of delivery and transportation equipment under finance lease 
amounted to P13,967,917 as at December 31, 2016 (Note 20). 

Depreciation and amortization are distributed as follows: 

Note 2016 2015 

Cost of sales 15 P110,601,918 P18,153,073 
General and administrative expenses 17 2,348,847 440,777 

P112,950,765 P18,593,850 

11. Loans Payable

This account consists of loans availed from various banks to finance the working 
capital requirements of the Company which bear interest rates ranging from 2.0% to 
3.375% in 2016 and 2015. The loans are generally on a one to six-month term. 

In 2015, the Company obtained a loan from Metropolitan Bank & Trust Company in 
aggregate amount of P300,000,000 which bears an interest rate of 3.53% per annum 
and payable every quarter starting February 11, 2016 up to 2023. The loan was fully 
paid in November 2016. 

Interest expense on loans payable, included as part of “Interest expense and other 
financing charges” account in the statements of comprehensive income amounted to 
P24,959,233 and P2,911,444 in 2016 and 2015, respectively. 

Certain receivables were assigned with recourse to secure the bank loans (Note 7). 

12. Accounts Payable and Accrued Expenses

This account consists of: 

Note 2016 2015 

Trade payables P54,845,738 P20,761,545 
Nontrade payables 15,348,012 58,402 
Accrued expenses 

Salaries, wages and employee 
benefits 9,390,603 11,572,339 

Freight charges 7,006,131 12,195,463 
Rent 2,530,323 5,149,900 
Others 667,281 188,050 

Customer deposits 15,945,644 4,726,031 
Government payables 4,768,319 59,141 
Interest payable 11 2,492,660 1,848,874 
Commission payable 1,212,851 -    
Claims payable - 17,883,650

21, 22 P114,207,562 P74,443,395 

Trade payables are generally on a 30 to 60-day term. 

Nontrade payables consist of payables for utilities and contracted jobs. 

Customer deposits represent advances made by customers. 
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13. Income Taxes

The Company was registered with the BOI on March 9, 2011 under Article 39(a) of 
Executive Order No. 226 as amended by R.A. 7918 and is entitled to an ITH for a 
period of six years from March 9, 2011 to March 8, 2017. On June 1, 2016, BOI granted 
the Company an extension of the ITH entitlement for a period of four years. 

The deferred tax liability arises from the unrealized foreign exchange gain - net 
amounting to P650,984 in 2016. 

The components of income tax expense are as follows: 

2016 

Current P45,854,825 
Deferred 195,295 

P46,050,120 

The reconciliation between the statutory income tax expense on income before income 
tax and the Company’s effective income tax expense is as follows: 

2016 2015 

Income before income tax P513,520,833 P108,333,634 

Income tax expense computed at 
statutory tax rate P154,056,250 P32,500,090 

Additions to (reductions in) income tax 
resulting from: 
Income subject to income tax holiday (101,871,727) (32,500,090) 
Documentary stamp tax recognized 

directly to equity (6,019,631) -    
Interest income subject to final tax (208,971) -    
Nondeductible expenses 94,199 -    

P46,050,120 P   -   

14. Equity

a. Amendments to the Articles of Incorporation

On September 30, 2015, the BOD and Stockholders of the Company approved
the following amendments to the Articles of Incorporation: (a) cover the
manufacturing of other agricultural products including the development of
agricultural plantations as the Company’s primary purpose; and (b) increase the
authorized capital stock of the Company from P5,000,000 divided into
10,000 shares with a par value of P500.00 per share to P5,000,000,000 divided
into 5,000,000,000 shares with a par value of P1.00 per share.  On February 29,
2016, the SEC approved the application for the amendment of Articles of
Incorporation of the Company.
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On December 1, 2016, the BOD and Stockholders of the Company approved the 
conversion of P1,000,000,000 out of the Company’s authorized capital stock of 
P5,000,000,000 into redeemable preferred shares. The authorized capital stock of 
the Company amounting to P5,000,000,000 is divided into 4,000,000,000 common 
shares with a par value of P1.00 and 1,000,000,000 redeemable preferred shares 
with a par value of P1.00. 

The SEC approved the Amended Articles of Incorporation on February 8, 2017. 

b. Capital Stock

Of the total increase in authorized capital stock, the Company issued 105,000,000
and 1,895,000,000 common shares by way of stock dividend declaration and
additional subscriptions by the stockholders, respectively, in 2016. Documentary
stamp tax related to the issuance of the shares and other attributable costs
amounted to P9,975,027 and P10,090,410, respectively.

The movements in the number of issued shares of common stock are as follows:

2016 2015 

Issued and outstanding shares at 
beginning of year 10,000 10,000 

Cancellation of stocks (10,000) -    
Issuances during the year* 2,000,000,000 -    

Issued and outstanding at end of year 2,000,000,000 10,000 

*Includes 105,000,000 common shares by way of stock dividend declaration.

c. Appropriated Retained Earnings

 Appropriation for stock dividend declaration

On September 30, 2015, the Company’s BOD discussed the previous
appropriations for stock dividend declarations for the years 2013 and 2012
amounting to P25 million and P30 million, respectively, or a total amount of
P55 million which was declared as stock dividends by BOD and confirmed by
the Stockholders in their meeting on June 10, 2014.

Further, considering the foregoing, the BOD approved to re-affirm the said
stock dividend declaration and approved the declaration of additional
P50 million as stock dividends out of the Company’s retained earnings to
stockholders of record as of December 31, 2014.

Retained earnings was appropriated for the stock dividends declared
amounting to P105 million.

With the approval of the SEC on the amendment of the Articles of Incorporation
of the Company to increase the authorized capital stock, the Company
recognized the stock dividends declared amounting to
P105 million. In 2016, the retained earnings appropriated for stock dividend
declared was reversed.
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 Appropriation for acquisition of assets 
 
On November 25, 2016, during the meeting of the BOD of the Company, the 
BOD approved the appropriation of retained earnings amounting to P105 
million as of December 31, 2015 for the future acquisition of plant and 
equipment in 2017. 
 
 

15. Cost of Sales 
 
This account consists of: 
 

 Note 2016 2015 

Inventories 8 P2,749,731,631 P286,346,221 
Depreciation and amortization 10 110,601,918 18,153,073 
Salaries, wages and employee benefits  53,375,823 7,368,854 
Rent 20 10,165,330 20,999,274 
Others  4,772,281 1,739,293 

  P2,928,646,983 P334,606,715 

 
 

16. Selling Expenses 
 
This account consists of: 
 

 Note 2016 2015 

Freight  P32,648,536 P12,240,677 
Advertising  1,373,581 -     
Insurance  1,290,420 -     
Rent 20 1,264,838 15,248 
Commission  388,922 -     
Travel and transportation  81,833 -     
Representation  62,554 -     

  P37,110,684 P12,255,925 
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17. General and Administrative Expenses 
 
This account consists of: 
 

 Note 2016 2015 

Salaries, wages and employee benefits  P34,679,225 P5,185,333 
Professional fees  7,990,088 411,000 
Travel and transportation  6,621,510 211,613 
Insurance  3,565,105 585,753 
Rent 20 2,761,948 589,883 
Depreciation and amortization 10 2,348,847 440,777 
Office supplies  2,159,803 23,680 
Utilities  1,290,828 53,252 
Repairs and maintenance  728,665 25,354 
Representation  358,335 14,137 
Taxes and licenses  264,718 424,584 
Research and development  188,593 29,600 
Meetings and seminars  160,891 12,351 
Others   2,505,004 2,865 

  P65,623,560 P8,010,182 

 

 

18. Other Income - net 
 

This account consists of: 
 

  2016 2015 

Commission income  P13,321,782 P5,898,206 
Foreign exchange gain - net  650,984 270,623 

  P13,972,766 P6,168,829 

 
 

19. Related Party Transactions 
 
The Company and its related parties, in the normal course of business, purchase 
products and services from one another. Amounts owed by/owed to related parties are 
collectible/ to be settled in cash. An assessment is undertaken at each financial year 
by examining the financial position of the related party and the market in which the 
related party operates. 
 
The following are the Company’s transactions with related parties and the outstanding 
balances as at December 31: 
 

 Note Year 
Amount of 

transactions 

Amounts 
Owed by a 

Related 
Party 

Amounts 
Owed to 
Related 
Parties Terms Conditions 

Affiliates       

 Purchases a 2016 P544,742,630 P   -     P   -     

On demand; 
non-interest 
bearing 

Unsecured 
 

 Acquisition 
of assets 

b 2016 2,297,346,067 -     1,055,346,067 3 years;  
non-interest 
bearing 

Unsecured  
 

 Advances c 2016 135,269,071 68,102,399 295,168,667 On demand; 
non-interest 
bearing 

Unsecured; 
no impairment 

  2015 -     -     159,899,596 

Total  2016  P68,102,399 P1,350,514,734   

Total  2015  P   -     P159,899,596   
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a. In 2016, the Company made purchases of inventories amounting to P544,742,630.  
 
b. In 2016, the Company and FBI, FFII, MIMI and CDI entered into agreements for 

the purchase of property and equipment for a total consideration of 
P1,242,600,000 (including input VAT). The agreement also covers the assignment 
of trademarks, brand names logos and other devices (collectively as “Intangible 
assets” amounting to P650,000,000 over the period of three years, which may 
extend to a total of five years by mutual agreement of both parties. The Company 
has agreed to pay the selling shareholders an additional consideration based on 
certain percentage of gross sales from 2018 to 2033. The Company has included 
a contingent consideration amounting to P447,344,088 which represents its fair 
value at the date of acquisition (Note 5). 

 
c. The Company has advances from its affiliates amounting to P295,168,667 and 

P159,899,596 as of December 31, 2016 and 2015, respectively, for working capital 
purposes.  These are unsecured, non-interest bearing advances and are payable 
in cash. 

 
The Company has made advances to an affiliate in 2016.  This is unsecured, non-
interest bearing advances and is collectible in cash. 
 

d. Key management compensation amounted to P20,039,689 in 2016. 
 
 

20. Leases 
 
a. Finance Lease 

 
The Company has delivery and transportation equipment under finance lease 
arrangements. The outstanding liabilities with a local bank bear an effective 
interest rate of 7.75% and are payable in monthly installments up to 2019. 
 
Future minimum lease payments under finance lease as at December 31, 2016 
are as follows: 
 

 

Minimum 
Lease 

Payable Interest 

Present Value 
of Minimum 

Lease 
Payments 

Within one year P4,307,457 P669,532 P3,637,925 
After one year but not more 

than five years 7,092,601 450,762 6,641,839 

 P11,400,058 P1,120,294 P10,279,764 

 
Interest expense on finance lease liabilities, included as part of “Interest expense 
and other financing charges” account in the statement of comprehensive income, 
amounted to P235,863 in 2016. 

 
b. Operating Lease 

 
The Company entered into various lease commitments for the rental of office 
space, warehouse and equipment for periods ranging from one to five years and 
are renewable upon mutual agreements of the parties.  
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Rent expense is distributed as follows: 
 

 Note 2016 2015 

Cost of sales 15 P10,165,330 P20,999,274 
Selling expenses 16 1,264,838 15,248 
General and administrative expenses 17 2,761,948 589,883 

  P14,192,116 P21,604,405 

 
Non-cancellable operating lease rental are payable as follows: 
 

  2016 2015 

Within one year  P9,981,924 P9,430,824 
After one year but not more than five years  55,259,214 37,723,296 
More than five years -     23,915,892 

  P65,241,138 P71,070,012 

 
 

21. Financial Risk and Capital Management Objectives and Policies 
 
Objectives and Policies 
The Company has significant exposure to the following financial risks primarily from 
its use of financial instruments: 
 
 Liquidity Risk 
 Credit Risk 
 Foreign Currency Risk 
 Interest Rate Risk 

 
This note presents information about the exposure to each of the foregoing risks, the 
objectives, policies and processes for measuring and managing these risks, and for 
management of capital. 
 
The main purpose of the Company’s financial instruments is to fund the Company’s 
operations and to acquire and improve its property, plant and equipment.  The main 
risks arising from the use of financial instruments are liquidity risk, credit risk, foreign 
currency risk and interest rate risk.  The Company’s BOD reviews and agrees with 
policies for managing each these risks. 
 
Liquidity Risk. Liquidity risk pertains to the risk that the Company will encounter 
difficulty to meet payment obligations when they fall under normal and stress 
circumstances. 
 
The Company seeks to manage its liquidity profile to be able to finance its capital 
expenditures and cover its operating costs.  The Company’s objective is to maintain a 
balance between continuity of funding and flexibility through valuation of projected and 
actual cash flow information.  Additional short-term funding is obtained from related 
party advances when necessary. 
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The table below summarizes the maturity profile of the Company’s financial assets 
and financial liabilities based on contractual undiscounted receipts and payments used 
for liquidity management. 
 

December 31, 2016 
Carrying 
Amount 

Contractual  
Cash Flow 1 Year or Less 

More than  
1 Year but less 

than 5 years 
More than 

5 years 

Financial Assets      

Cash P142,168,184 P142,168,184 P142,168,184 P   -     P   -     
Trade and other receivables 611,632,084 611,632,084 611,632,084 -     -     

Financial Liabilities     -     
Loans payable 835,294,272 835,294,272 835,294,272 -     -     

Accounts payable and accrued 
expenses* 109,439,243 109,439,243 109,439,243 -     -     

Finance lease liabilities 10,279,764 11,400,058 4,307,457 7,092,601 -     
Other current liabilities 295,168,666 297,336,821 297,336,821 -     -     

Other noncurrent liabilities 927,514,224 967,344,088 -     727,853,036 239,491,052 

* Excluding statutory payable amounting to P4,768,319 in 2016. 

 

December 31, 2015 
Carrying  
Amount 

Contractual  
Cash Flow 1 Year or Less 

More than  
1 Year but less 

than 5 years 
More than 

5 years 

Financial Assets      
Cash P348,514,476 P348,514,476 P348,514,476 P   -     P   -     
Trade and other receivables 31,797,855 31,797,855 31,797,855 -     -     

Financial Liabilities    -     -     
Loans payable 230,254,979 230,254,979 230,254,979 -     -     
Accounts payable and accrued 

expenses* 74,384,254 74,384,254 74,384,254 -     -     
Other current liabilities 159,899,596 159,899,596 159,899,596 -     -     
Other noncurrent liabilities 300,000,000 300,000,000 300,000,000 -     -     

* Excluding statutory payable amounting to P59,141 in 2015. 

 
Credit Risk. Credit risk is the risk of financial loss to the Company if a customer or 
counterparty to a financial instrument fails to meet its contractual obligations, and 
arises principally from trade and other receivables. 
 
The Company controls this risk through monitoring procedures and regular 
coordination with the customers.  Receivables balances are monitored on an ongoing 
bases with the result that is exposure to bad debts is not significant. 
 
The carrying amount of financial assets which represents the Company’s maximum 
exposure to credit risk without the effects of collaterals and other risk mitigation 
techniques is presented below: 
 

 Note 2016 2015 

Cash in banks 6 P141,851,095 P347,304,062 
Trade and other receivables 7 611,632,084 31,797,855 

  P753,483,179 P379,101,917 

 
Credit Quality Per Class of Financial Assets 
The credit quality of financial assets is managed by the Company using internal audit 
ratings. 
 
High grade cash are working cash fund in local banks belonging to the top ten (10) 
banks in the Philippines in terms of resources and profitability. 
 
High grade accounts, other than cash, are accounts considered to be of high value.  
The counterparties have a very remote likelihood of default and have consistently 
exhibited good paying habits. High grade financial assets include cash in banks 
amounting P141,851,095 and P347,304,062 as at December 31, 2016 and 2015, 
respectively.  
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Standard grade accounts are active accounts with propensity of deteriorating to  
mid-range age brackets.  These accounts are typically not impaired as the 
counterparties generally respond to credit actions and update their payments 
accordingly. Standards grade financial assets include trade and other receivables 
amounting to P495,486,205 and P30,184,050 as at December 31, 2016 and 2015, 
respectively.  
 
Substandard grades accounts are accounts which have probability of impairment 
based on historical trend.  These accounts show propensity to default in payments 
despite regular follow-up actions and extended payments terms. Substandard grade 
accounts includes past due accounts but not impaired amounting to P116,145,879 and 
P1,613,805 as at December 31, 2016 and 2015, respectively. 
 
Foreign Currency Risk. The Company’s exposure to foreign currency risk results from 
significant movements in foreign exchange rates that adversely affect the foreign 
currency denominated transactions of the Company. 
 
The Company closely monitors the movements in the exchange rate and makes a 
regular assessment of future foreign exchange movements.  The Company then 
manages the balance of its foreign currency denominated assets and liabilities based 
on this assessment. 
 
Information on the Company’s foreign currency-denominated monetary assets and 
monetary liabilities and their Philippine peso equivalents are as follows: 
 

 December 31, 2016 

 USD 
Peso 

Equivalent 

Assets   
Cash 1,366,932 68,090,984 
Trade and other receivables 9,996,913 497,976,227 

Liabilities   
Accounts payable and accrued expenses (369,699) (18,415,816) 
Loans payable (16,768,600) (835,294,272) 

 
 December 31, 2015 

 USD 
Peso 

Equivalent 

Assets   
Cash 666,880 31,454,062 
Trade and other receivables 657,256 31,000,137 

Liability   
Loans payable (4,881,800) (230,254,979) 

 
The following table demonstrates the sensitivity to a reasonably possible change in 
foreign currency exchange rates with all other variables held constant of the 
Company’s profit before tax due to changes in the fair value of monetary assets and 
monetary liabilities: 
 

 2016 2015 

 

Effect on Income  
before Income Tax 

Effect on Income  
before Income Tax 

 Increase by 5% Decrease by 5% Increase by 5% Decrease by 5% 

USD (P14,382,144) P14,382,144 (P8,390,039) P8,390,039 
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The Company reported net foreign exchange gain amounting to P650,984 and 
P270,623 in 2016 and 2015, respectively (Note 18), arising from the translation of its 
foreign-currency denominated financial instruments. These mainly resulted from the 
movements of the Philippine peso against the USD as shown in the following table: 

2016 2015 

USD to Philippine Peso 49.813 47.166 

Interest Rate Risk. Interest rate risk is the risk that future cash flows from a financial 
instrument (cash flow interest rate risk) or its fair value (fair value interest rate risk) will 
fluctuate because of changes in market interest rates.  The Company’s exposure to 
changes in interest rates relates primarily to its loan payable and finance lease 
liabilities.  Borrowings issued at fixed rates expose the Company to fair value interest 
rate risk.  On the other hand, borrowings issued at variable rates expose the Company 
to cash flow interest rate risk.  

The Company manages its interest cost by using an optimal combination of fixed and 
variable rate debt instruments.  Management is responsible for monitoring the 
prevailing market-based interest rate and ensures that the mark-up rates charged on 
its borrowings are optimal and benchmarked against the rates charged by other 
creditor banks. 

In managing interest rate risk, the Company aims to reduce the impact of short-term 
fluctuations on the earnings.  Over the longer term, however, permanent changes in 
interest rates would have an impact on profit or loss.  

The management of interest rate risk is also supplemented by monitoring the 
sensitivity of the Company’s financial instruments to various standard and non-
standard interest rate scenarios.   

The sensitivity to a reasonably possible 5% increase in the interest rates, with all other 
variables held constant, would have decreased the Company’s profit before tax by 
P4,835,691 and P524,089 in 2016 and 2015 respectively.  A 5% decrease in the 
interest rate would have had the equal but opposite effect.  These changes are 
considered to be reasonably possible given the observation of prevailing market 
conditions in those periods.  There is no impact on the Company’s other 
comprehensive income. 

Interest Rate Risk Table 

The terms and maturity profile of the interest-bearing financial instruments, together 
with its gross amounts, are shown in the following tables:  

December 31, 2016 

Less than 
1 Year 

More than 
1 Year but Less 

than 5 Years 
More than 

5 Years Total 

Foreign currency-denominated 
(expressed in Philippine Peso) 

Loans payable P835,294,272 P   -  P   -  P835,294,272 
Interest rate 2% - 3.375% -   -   -   

Philippine Peso-denominated 
Finance lease liabilities 3,637,925 6,641,839 - 10,279,764
Interest Rate 7.75% 7.75% - -

Philippine Peso-denominated 
Other noncurrent liabilities   130,000,000 727,853,036 239,491,052 1,097,344,088 
Interest Rate 8% 8% 8% -   

P968,932,197 P734,494,875 P239,491,052 P1,942,918,124 
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 December 31, 2015 

 
Less than  

1 Year 

More than  
1 Year but Less 

than 5 Years 
More than 

5 Years Total 

Foreign currency-denominated 
(expressed in Philippine Peso)     

Loans payable P530,254,979 P   -     P   -     P530,254,979 
Interest rate 2% - 3.375% -     -     -     

 
Capital Management 
The Company maintains a sound capital base to ensure its ability to continue as a 
going concern, thereby continue to provide returns to stockholders and benefits to 
other stakeholders and to maintain an optimal capital structure to reduce cost of 
capital. 
 
The Company manages its capital structure and makes adjustments in the light of 
changes in economic conditions.  To maintain or adjust the capital structure, the Group 
may adjust the dividend payment to shareholders, pay-off existing debts, return capital 
to shareholders or issue new shares. 
 
The Company monitors capital on the basis of debt-to-equity ratio, which is calculated 
as total debt divided by total equity.  Total debt is defined as total current liabilities and 
total noncurrent liabilities, while equity is total equity as shown in the statements of 
financial position. 
 
The Company’s capital for the covered reporting periods is summarized in the table 
below: 
 

  2016 2015 

Total liabilities  P2,203,086,670 P764,597,970 
Total equity  2,558,732,449 221,327,173 
Debt to equity ratio  0.86:1 3.45:1 

 
There were no changes in the Company’s approach to capital management during the 
year. 
 
 

22. Financial Assets and Financial Liabilities 
 
The table presents comparison by category of the carrying amounts and fair values of 
the Company’s financial instruments: 
 

 December 31, 2016 December 31, 2015 

 

Carrying 
Amount Fair Value 

Carrying 
Amount Fair Value 

Financial Assets     

Cash P142,168,184 P142,168,184 P348,514,476 P348,514,476 
Trade and other 

receivables 611,632,084 611,632,084 31,797,855 31,797,855 

Financial Liabilities     
Accounts payable and  

accrued expenses* 109,439,243 109,439,243 74,384,254 74,384,254 
Loans payable 835,294,272 835,294,272 230,254,979 230,254,979 
Finance lease liabilities 10,279,764 10,279,764 -     -     
Other current liabilities 295,168,666 295,168,666 159,899,596 159,899,596 
Other noncurrent 

liabilities 927,514,224 927,514,224 300,000,000 300,000,000 

* Excluding statutory payable amounting to P4,768,319 and P59,141 in 2016 and 2015, respectively. 
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Cash, Trade and Other Receivables, Accounts Payable and Accrued Expenses, 
Loans Payable and Other Current Liabilities 

The carrying amounts of cash, trade and other receivables, accounts payable and 
accrued expenses, loans payable and other current liabilities approximate their fair 
values due to relatively short-term maturities of these financial instruments.  

Finance Lease Liabilities and Other Noncurrent liabilities 
The fair value of obligation under finance lease and other noncurrent liabilities is 
estimated as the present value of all future cash flows discounted using the prevailing 
market rate of interest for a similar instrument as of the end of the reporting period. 

23. Supplementary Information Required by the Bureau of Internal Revenue (BIR)

In addition to the disclosures mandated under PFRS, and such other standards and/or 
conventions as may be adopted, companies are required by the BIR to provide in the 
notes to the financial statements, certain supplementary information for the taxable 
year. The amounts relating to such information may not necessarily be the same with 
those amounts disclosed in the financial statements which were prepared in 
accordance with PFRS.  

The following are the tax information/disclosures required for the taxable year ended 
December 31, 2016: 

Based on Revenue Regulations No. 15-2010 

A. Value-Added Tax (VAT)

1. Output VAT P77,274,973 

Basis of the Output VAT: 
Vatable sales P643,958,111 
Exempt sales 2,047,108 
Zero rated sales 2,953,153,613 

P3,599,158,83 2 

2. Input VAT, beginning balance P22,320,991 

Current year’s domestic purchases: 
a. Goods for resale/manufacture or further

processing P140,437,591 
b. Goods other than for resale or manufacture 121,846,466 
c. Services lodged under cost of goods sold 15,893,694 
d. Services lodged under other accounts 2,871,956 

Claims for tax credit/refund and other adjustment -    

Balance at the end of the year P303,370,698 

3. Customs Duties and Tariff Fees:
Landed cost of imports P7,720,175 
Customs duties paid or accrued 949,480 

P8,669,655 
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B. Documentary Stamp Tax

The Company paid documentary stamp tax amounting to P9,975,027 related to
the issuance of stocks.

C. Withholding Taxes

Tax on compensation and benefits P3,325,989 
Expanded withholding taxes 311,149 
Final withholding taxes 55,678 

P3,692,816 

D. All Other Taxes (Local and National)

Other taxes paid during the year recognized under  
“Taxes and licenses” account under General and 
Administrative Expenses 
License and permit fees P110,557 
Documentary stamp tax 154,160 

P264,717 

E. Deficiency Tax Assessments and Tax Cases

The Company has no pending tax cases or assessments as at
December 31, 2016.

Information on amounts of other taxes is not applicable since there are no transactions 
entered into by the Company that would result to payment or accrual of such taxes. 



C O V E R  S H E E T
for 

AUDITED FINANCIAL STATEMENTS 

SEC Registration Number 

C S 2 0 1 0 1 3 2 8 2 
           

C O M P A N Y  N A M E  

A X E L U M R E S O U R C E S C O R P . 
                   

PRINCIPAL OFFICE  ( No. / Street / Barangay / City / Town / Province) 

I C S B u i l d i n g T i a n o - 
            

M o n t a l v a n S t r e e t s 

C a g a y a n d e O r o C i t y 

Form Type Department requiring the report Secondary License Type, If Applicable 

A A F S 

COMPANY INFORMATION 
Company's email Address Company's Telephone Number/s Mobile Number 
mariateresa.paguirigan 

@axelum.ph 
(02) 851 - 0731 +639178527855

No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day) 

38 2ND MONDAY OF MAY December 31 

CONTACT PERSON INFORMATION 
The designated contact person MUST be an Officer of the Corporation 

Name of Contact Person  Email Address Telephone Number/s Mobile Number 

Maria Theresa Paguirigan 
mariateresa.paguirigan

@axelum.ph 
(02) 851 - 0731 +639178527855

CONTACT PERSON's ADDRESS 

1052 EDSA Magallanes Village, Makati City 

Note 1:    In case of death, resignation or cessation of office of the officer designated as contact person, such incident shall be reported to the 
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person 
designated. 

    2:    All Boxes must be properly and completely filled-up. Failure to do so shall cause the  delay in updating the corporation's  records with 
the Commission and/or non-receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation from 
liability for its deficiencies. 



R.G. Manabat & Co.
The KPMG Center, 9/F 

6787 Ayala Avenue, Makati City 

Philippines 1226
Telephone +63 (2) 885 7000 

Fax +63 (2) 894 1985
Internet www.kpmg.com.ph
Email ph-inquiry@kpmg.com.ph

PRC-BOA Accreditation No. 0003, with extended validity until April 30, 2017 
   pursuant to Board Resolution No. 37 s. of 2017 
SEC Accreditation No. 0004-FR-4, Group A, valid until November 10, 2017 
IC Accreditation No. F-2014/014-R, valid until August 26, 2017 
BSP Accredited, Category A, valid until December 17, 2017 

R.G. Manabat & Co., a Philippine partnership and a member firm of the KPMG network of independent 
member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. 

REPORT OF INDEPENDENT AUDITORS 
ON SUPPLEMENTARY INFORMATION 

The Board of Directors and Stockholders 
Axelum Resources Corp. 
ICS Building Tiano - Montalvan Streets 
Cagayan de Oro City 

We have audited, in accordance with Philippine Standards on Auditing, the financial 
statements of Axelum Resources Corp. (the “Company”) as at and for the year ended 
December 31, 2016, and have issued our report dated March 28, 2017. 

Our audit was made for the purpose of forming an opinion on the basic financial 
statements of the Company taken as a whole.  The supplementary information included 
in the accompanying Schedule of Philippine Financial Reporting Standards is the 
responsibility of the Company’s management. This supplementary information is 
presented for purposes of complying with the Securities Regulation Code Rule 68,  
As Amended, and is not a required part of the basic financial statements. Such 
supplementary information has been subjected to the auditing procedures applied in the 
audit of the basic financial statements and, in our opinion, is fairly stated, in all material 
respects, in relation to the basic financial statements taken as a whole. 

R.G. MANABAT & CO. 

NOEL A. BALADIANG 
Partner 
CPA License No. 106166 
SEC Accreditation No. 1473-A, Group A, valid until March 30, 2018 
Tax Identification No. 223-804-972 
BIR Accreditation No. 08-001987-33-2014 
  Issued October 15, 2014; valid until October 14, 2017 
PTR No. 5904916MD 
  Issued January 3, 2017 at Makati City 

March 28, 2017 
Makati City, Metro Manila 



AXELUM RESOURCES CORP. 
ICS Building Tiano - Montalvan Streets, Cagayan de Oro City 

 
PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2016 

Adopted 
Not 

Adopted 
Not 

Applicable 

Framework for the Preparation and Presentation of Financial 
Statements  
Conceptual Framework Phase A: Objectives and qualitative 
characteristics  

 
 
 

  

PFRSs Practice Statement Management Commentary    

Philippine Financial Reporting Standards    

PFRS 1 
(Revised)  

First-time Adoption of Philippine Financial Reporting 
Standards 

   

Amendments to PFRS 1 and PAS 27: Cost of an 
Investment in a Subsidiary, Jointly Controlled Entity or 
Associate 

 
 

  

Amendments to PFRS 1: Additional Exemptions for 
First-time Adopters 

   

Amendment to PFRS 1: Limited Exemption from 
Comparative PFRS 7 Disclosures for First-time 
Adopters   

   

Amendments to PFRS 1: Severe Hyperinflation and 
Removal of Fixed Date for First-time Adopters   

   

Amendments to PFRS 1: Government Loans    

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
First-time Adoption of Philippine Financial Reporting 
Standards - Repeated Application of PFRS 1 

   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Borrowing Cost Exemption 

   

Annual Improvements to PFRSs 2011 - 2013 Cycle: 
PFRS version that a first-time adopter can apply 

   

Annual Improvements to PFRSs 2014 - 2016 Cycle: 
Deletion of short-term exemptions for first-time 
adopters 

   

PFRS 2  Share-based Payment     

Amendments to PFRS 2: Vesting Conditions and 
Cancellations 

   

Amendments to PFRS 2: Group Cash-settled Share-
based Payment Transactions 

   

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Meaning of ‘vesting condition’ 

   

Amendments to PFRS 2: Classification and 
Measurement of Share-based Payment Transactions 

   

PFRS 3 
(Revised)  

Business Combinations     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Classification and measurement of contingent 
consideration 

   

Annual Improvements to PFRSs 2011 - 2013 Cycle: 
Scope exclusion for the formation of joint 
arrangements 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2016 

Adopted 
Not 

Adopted 
Not 

Applicable 

PFRS 4  Insurance Contracts     

Amendments to PAS 39 and PFRS 4: Financial 
Guarantee Contracts 

   

Amendments to PFRS 4: Applying PFRS 9, Financial 
Instruments with PFRS 4, Insurance Contracts 

   

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

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Changes in method for disposal 

   

PFRS 6  Exploration for and Evaluation of Mineral Resources     

PFRS 7 Financial Instruments: Disclosures     

Amendments to PFRS 7: Transition     

Amendments to PAS 39 and PFRS 7: Reclassification 
of Financial Assets 

   

Amendments to PAS 39 and PFRS 7: Reclassification 
of Financial Assets - Effective Date and Transition 

   

Amendments to PFRS 7: Improving Disclosures about 
Financial Instruments 

   

Amendments to PFRS 7: Disclosures - Transfers of 
Financial Assets 

   

Amendments to PFRS 7: Disclosures - Offsetting 
Financial Assets and Financial Liabilities 

   

Amendments to PFRS 7: Mandatory Effective Date of 
PFRS 9 and Transition Disclosures 

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
‘Continuing involvement’ for servicing contracts 

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Offsetting disclosures in condensed interim financial 
statements 

   

PFRS 8  Operating Segments     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Disclosures on the aggregation of operating segments 

   

PFRS 9  Financial Instruments     

Hedge Accounting and amendments to PFRS 9, 
PFRS 7 and PAS 39 

   

PFRS 9 
(2014) 

Financial Instruments    

PFRS 10  Consolidated Financial Statements     

Amendments to PFRS 10, PFRS 11, and PFRS 12: 
Consolidated Financial Statements, Joint 
Arrangements and Disclosure of Interests in Other 
Entities: Transition Guidance 

   

Amendments to PFRS 10, PFRS 12, and PAS 27 
(2011): Investment Entities 

   

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

   

Amendments to PFRS 10, PFRS 12 and PAS 28: 
Investment Entities: Applying the Consolidation 
Exception 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2016 

Adopted 
Not 

Adopted 
Not 

Applicable 

PFRS 11  Joint Arrangements     

Amendments to PFRS 10, PFRS 11, and PFRS 12: 
Consolidated Financial Statements, Joint 
Arrangements and Disclosure of Interests in Other 
Entities: Transition Guidance 

   

Amendments to PFRS 11: Accounting for Acquisitions 
of Interests in Joint Operations 

   

PFRS 12 Disclosure of Interests in Other Entities     

Amendments to PFRS 10, PFRS 11, and PFRS 12: 
Consolidated Financial Statements, Joint 
Arrangements and Disclosure of Interests in Other 
Entities: Transition Guidance 

   

Amendments to PFRS 10, PFRS 12, and PAS 27 
(2011): Investment Entities 

   

Amendments to PFRS 10, PFRS 12 and PAS 28: 
Investment Entities: Applying the Consolidation 
Exception 

   

Annual Improvements to PFRSs 2014 - 2016 Cycle: 
Clarification of the scope of the standard 

   

PFRS 13 Fair Value Measurement     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Measurement of short-term receivables and payables 

   

Annual Improvements to PFRSs 2011 - 2013 Cycle: 
Scope of portfolio exception 

   

PFRS 14 Regulatory Deferral Accounts     

PFRS 15 Revenue from Contracts with Customers    

PFRS 16 Leases    

Philippine Accounting Standards    

PAS 1 
(Revised)  

Presentation of Financial Statements     

Amendment to PAS 1: Capital Disclosures     

Amendments to PAS 32 and PAS 1: Puttable Financial 
Instruments and Obligations Arising on Liquidation 

   

Amendments to PAS 1: Presentation of Items of Other 
Comprehensive Income 

   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Presentation of Financial Statements - Comparative 
Information beyond Minimum Requirements 

   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Presentation of the Opening Statement of Financial 
Position and Related Notes 

   

Amendments to PAS 1: Disclosure Initiative    

PAS 2  Inventories     

PAS 7  Statement of Cash Flows     

Amendments to PAS 7: Disclosure Initiative    

PAS 8  Accounting Policies, Changes in Accounting 
Estimates and Errors 

   

PAS 10  Events after the Reporting Period    

PAS 11  Construction Contracts     
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2016 

Adopted 
Not 

Adopted 
Not 

Applicable 

PAS 12  Income Taxes     

Amendment to PAS 12: Deferred Tax: Recovery of 
Underlying Assets 

   

Amendments to PAS 12: Recognition of Deferred Tax 
Assets for Unrealized Losses 

   

PAS 16  Property, Plant and Equipment     

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Property, Plant and Equipment - Classification of 
Servicing Equipment 

   

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Restatement of accumulated depreciation 
(amortization) on revaluation (Amendments to PAS 16 
and PAS 38) 

   

Amendments to PAS 16 and PAS 38: Clarification of 
Acceptable Methods of Depreciation and Amortization  

   

Amendments to PAS 16 and PAS 41: Agriculture: 
Bearer Plants 

   

PAS 17  Leases     

PAS 18  Revenue     

PAS 19 
(Amended) 

Employee Benefits     

Amendments to PAS 19: Defined Benefit Plans: 
Employee Contributions 

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Discount rate in a regional market sharing the same 
currency - e.g. the Eurozone 

   

PAS 20  Accounting for Government Grants and Disclosure of 
Government Assistance 

   

PAS 21  The Effects of Changes in Foreign Exchange Rates     

Amendment: Net Investment in a Foreign Operation     

PAS 23 
(Revised)  

Borrowing Costs     

PAS 24 
(Revised)  

Related Party Disclosures     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Definition of ‘related party’ 

   

PAS 26  Accounting and Reporting by Retirement Benefit 
Plans 

   

PAS 27 
(Amended)  

Separate Financial Statements     

Amendments to PFRS 10, PFRS 12, and PAS 27 
(2011): Investment Entities 

   

Amendments to PAS 27: Equity Method in Separate 
Financial Statements  

   

PAS 28 
(Amended)  

Investments in Associates and Joint Ventures     

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

   

Amendments to PFRS 10, PFRS 12 and PAS 28: 
Investment Entities: Applying the Consolidation 
Exception 

   

Annual Improvements to PFRSs 2014 - 2016 Cycle: 
Measuring an associate or joint venture at fair value 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2016 

Adopted 
Not 

Adopted 
Not 

Applicable 

PAS 29  Financial Reporting in Hyperinflationary Economies     

PAS 32  Financial Instruments: Disclosure and Presentation    

Amendments to PAS 32 and PAS 1: Puttable Financial 
Instruments and Obligations Arising on Liquidation 

   

Amendment to PAS 32: Classification of Rights Issues     

Amendments to PAS 32: Offsetting Financial Assets 
and Financial Liabilities 

   

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Financial Instruments Presentation - Income Tax 
Consequences of Distributions 

   

PAS 33  Earnings per Share     

PAS 34  Interim Financial Reporting     

Annual Improvements to PFRSs 2009 - 2011 Cycle: 
Interim Financial Reporting - Segment Assets and 
Liabilities 

   

Annual Improvements to PFRSs 2012 - 2014 Cycle: 
Disclosure of information “elsewhere in the interim 
financial report’ 

   

PAS 36  Impairment of Assets     

Amendments to PAS 36: Recoverable Amount 
Disclosures for Non-Financial Assets  

   

PAS 37  Provisions, Contingent Liabilities and Contingent 
Assets 

   

PAS 38  Intangible Assets     

Annual Improvements to PFRSs 2010 - 2012 Cycle: 
Restatement of accumulated depreciation 
(amortization) on revaluation (Amendments to PAS 16 
and PAS 38) 

   

Amendments to PAS 16 and PAS 38: Clarification of 
Acceptable Methods of Depreciation and Amortization 

   

PAS 39  Financial Instruments: Recognition and Measurement     

Amendments to PAS 39: Transition and Initial 
Recognition of Financial Assets and Financial 
Liabilities 

   

Amendments to PAS 39: Cash Flow Hedge 
Accounting of Forecast Intragroup Transactions 

   

Amendments to PAS 39: The Fair Value Option     

Amendments to PAS 39 and PFRS 4: Financial 
Guarantee Contracts 

   

Amendments to PAS 39 and PFRS 7: Reclassification 
of Financial Assets 

   

Amendments to PAS 39 and PFRS 7: Reclassification 
of Financial Assets - Effective Date and Transition 

   

Amendments to Philippine Interpretation IFRIC-9 and 
PAS 39: Embedded Derivatives 

   

Amendment to PAS 39: Eligible Hedged Items     

Amendment to PAS 39: Novation of Derivatives and 
Continuation of Hedge Accounting 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2016 

Adopted 
Not 

Adopted 
Not 

Applicable 

PAS 40  Investment Property     

Annual Improvements to PFRSs 2011 - 2013 Cycle: 
Inter-relationship of PFRS 3 and PAS 40 (Amendment 
to PAS 40) 

   

Amendments to PAS 40: Transfers of Investment 
Property 

   

PAS 41  Agriculture     

Amendments to PAS 16 and PAS 41: Agriculture: 
Bearer Plants 

   

Philippine Interpretations    

IFRIC 1  Changes in Existing Decommissioning, Restoration 
and Similar Liabilities 

   

IFRIC 2  Members' Share in Co-operative Entities and Similar 
Instruments 

   

IFRIC 4  Determining Whether an Arrangement Contains a 
Lease 

   

IFRIC 5  Rights to Interests arising from Decommissioning, 
Restoration and Environmental Rehabilitation Funds 

   

IFRIC 6  Liabilities arising from Participating in a Specific 
Market - Waste Electrical and Electronic Equipment 

   

IFRIC 7  Applying the Restatement Approach under PAS 29 
Financial Reporting in Hyperinflationary Economies  

   

IFRIC 9  Reassessment of Embedded Derivatives     

Amendments to Philippine Interpretation IFRIC-9 and 
PAS 39: Embedded Derivatives 

   

IFRIC 10  Interim Financial Reporting and Impairment     

IFRIC 12  Service Concession Arrangements     

IFRIC 13  Customer Loyalty Programmes     

IFRIC 14  PAS 19 - The Limit on a Defined Benefit Asset, 
Minimum Funding Requirements and their Interaction 

   

Amendments to Philippine Interpretations IFRIC- 14, 
Prepayments of a Minimum Funding Requirement 

   

IFRIC 16 Hedges of a Net Investment in a Foreign Operation     

IFRIC 17  Distributions of Non-cash Assets to Owners     

IFRIC 18  Transfers of Assets from Customers     

IFRIC 19  Extinguishing Financial Liabilities with Equity 
Instruments 

   

IFRIC 20  Stripping Costs in the Production Phase of a Surface 
Mine 

   

IFRIC 21 Levies    

IFRIC 22 Foreign Currency Transactions and Advance 
Consideration 

   

SIC-7  Introduction of the Euro     

SIC-10  Government Assistance - No Specific Relation to 
Operating Activities 

   

SIC-15  Operating Leases - Incentives     

SIC-25  Income Taxes - Changes in the Tax Status of an Entity 
or its Shareholders 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2016 

Adopted 
Not 

Adopted 
Not 

Applicable 

SIC-27  Evaluating the Substance of Transactions Involving 
the Legal Form of a Lease 

   

SIC-29  Service Concession Arrangements: Disclosures.     

SIC-31  Revenue - Barter Transactions Involving Advertising 
Services 

   

SIC-32  Intangible Assets - Web Site Costs     

Philippine Interpretations Committee Questions and Answers    

PIC Q&A 
2006-01 

PAS 18, Appendix, paragraph 9 - Revenue recognition 
for sales of property units under pre-completion 
contracts 

   

PIC Q&A 
2006-02 

PAS 27.10(d) - Clarification of criteria for exemption 
from presenting consolidated financial statements 

   

PIC Q&A 
2007-01-
Revised 

PAS 1.103(a) - Basis of preparation of financial 
statements if an entity has not applied PFRSs in full 

   

PIC Q&A 
2007-02 

PAS 20.24.37 and PAS 39.43 - Accounting for 
government loans with low interest rates [see PIC 
Q&A No. 2008-02] 

   

PIC Q&A 
2007-03 

PAS 40.27 - Valuation of bank real and other 
properties acquired (ROPA) 

   

PIC Q&A 
2007-04 

PAS 101.7 - Application of criteria for a qualifying 
NPAE 

   

PIC Q&A 
2008-01-
Revised 

PAS 19.78 - Rate used in discounting post-
employment benefit obligations 

   

PIC Q&A 
2008-02 

PAS 20.43 - Accounting for government loans with low 
interest rates under the amendments to PAS 20 

   

PIC Q&A 
2009-01 

Framework.23 and PAS 1.23 - Financial statements 
prepared on a basis other than going concern 

   

PIC Q&A 
2009-02 

PAS 39.AG71-72 - Rate used in determining the fair 
value of government securities in the Philippines  

   

PIC Q&A 
2010-01 

PAS 39.AG71-72 - Rate used in determining the fair 
value of government securities in the Philippines 

   

PIC Q&A 
2010-02 

PAS 1R.16 - Basis of preparation of financial 
statements 

   

PIC Q&A 
2010-03 

PAS 1 Presentation of Financial Statements - 
Current/non-current classification of a callable term 
loan 

   

PIC Q&A 
2011-01 

PAS 1.10(f) - Requirements for a Third Statement of 
Financial Position 

   

PIC Q&A 
2011-02 

PFRS 3.2 - Common Control Business Combinations    

PIC Q&A 
2011-03 

Accounting for Inter-company Loans    

PIC Q&A 
2011-04 

PAS 32.37-38 - Costs of Public Offering of Shares    

PIC Q&A 
2011-05 

PFRS 1.D1-D8 - Fair Value or Revaluation as 
Deemed Cost 

   

PIC Q&A 
2011-06 

PFRS 3, Business Combinations (2008), and PAS 40, 
Investment Property - Acquisition of Investment 
properties - asset acquisition or business 
combination? 
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND 
INTERPRETATIONS 
Effective as of December 31, 2016 

Adopted 
Not 

Adopted 
Not 

Applicable 

PIC Q&A 
2012-01 

PFRS 3.2 - Application of the Pooling of Interests 
Method for Business Combinations of Entities Under 
Common Control in Consolidated Financial 
Statements 

   

PIC Q&A 
2012-02 

Cost of a New Building Constructed on the Site of a 
Previous Building 

   

PIC Q&A 
2013-01 

Applicability of SMEIG Final Q&As on the Application 
of IFRS for SMEs to Philippine SMEs 

   

PIC Q&A 
2013-02 

Conforming Changes to PIC Q&As - Cycle 2013    

PIC Q&A 
2013-03 
(Revised) 

PAS 19 - Accounting for Employee Benefits under a 
Defined Contribution Plan subject to Requirements of 
Republic Act (RA) 7641, The Philippine Retirement 
Law 

   

PIC Q&A 
2015-01 

Conforming Changes to PIC Q&As - Cycle 2015    

PIC Q&A 
2016-01 

Conforming Changes to PIC Q&As - Cycle 2016    

PIC Q&A 
2016-02 

PAS 32 and PAS 38 - Accounting Treatment of Club 
Shares Held by an Entity 

   

PIC Q&A 
2016-04 

Application of PFRS 15 “Revenue from Contracts with 
Customers” on Sale of Residential Properties under 
Pre-Completion Contracts 

   

 
Legend: 
 
Adopted - means a particular standard or interpretation is relevant to the operations of the entity (even if it has no effect or 
no material effect on the financial statements), for which there may be a related particular accounting policy made in the 
financial statements and/or there are current transactions the amounts or balances of which are disclosed on the face or in 
the notes of the financial statements. 
 
Not Adopted - means a particular standard or interpretation is effective but the entity did not adopt it due to either of these 
two reasons: 1) The entity has deviated or departed from the requirements of such standard or interpretation; or 2) The 
standard provides for an option to early adopt it but the entity decided otherwise.  
 
Not Applicable - means the standard or interpretation is not relevant at all to the operations of the entity. 
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