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PREFERRED SHARES 32,786,885
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(a) has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17 thereunder
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Ginebra San Miguel, Inc.
GSMI

PSE Disclosure Form 17-2 - Quarterly Report
References: SRC Rule 17 and

Sections 17.2 and 17.8 of the Revised Disclosure Rules

For the period ended Jun 30, 2019

Currency (indicate
units, if applicable) Php (in thousands)

Balance Sheet

Period Ended Fiscal Year Ended (Audited)

Jun 30, 2019 Dec 31, 2018

Current Assets 7,018,686 6,938,152

Total Assets 12,857,681 12,986,485

Current Liabilities 4,955,155 5,602,918

Total Liabilities 6,147,648 6,722,709

Retained
Earnings/(Deficit) 6,631,335 6,194,429

Stockholders' Equity 6,710,033 6,263,776

Stockholders' Equity - Parent 6,910,131 6,148,532

Book Value per Share 21.03 19.63

Income Statement



Current Year 
(3 Months)

Previous Year 
(3 Months) Current Year-To-Date Previous Year-To-Date

Gross Revenue 6,429,279 5,763,794 14,694,598 12,212,911

Gross Expense 5,819,733 5,346,192 13,098,750 11,350,900

Non-Operating Income 78,425 33,427 131,353 58,292

Non-Operating
Expense 93,158 75,427 197,464 164,927

Income/(Loss) Before
Tax 594,813 375,602 1,529,737 755,376

Income Tax Expense 230,843 124,720 549,840 249,025

Net Income/(Loss) After
Tax 363,970 250,882 979,897 506,351

Net Income Attributable
to
Parent Equity Holder

384,109 212,751 1,313,590 479,585

Earnings/(Loss) Per
Share
(Basic)

1.23 0.83 3.34 1.68

Earnings/(Loss) Per
Share
(Diluted)

1.23 0.83 3.34 1.68

Current Year (Trailing 12 months) Previous Year (Trailing 12 months)

Earnings/(Loss) Per Share (Basic) 4 2.95

Earnings/(Loss) Per Share (Diluted) 4 2.95

Other Relevant Information

Please see attached GSMI Quarterly Report (SEC Form 17-Q) for the period ended June 30, 2019. Amounts in
thousands pesos, except per share data.

Filed on behalf by:

Name Conchita Jamora

Designation General Counsel and Assistant Corporate Secretary
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 'I7 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2Xb) THEREUNDER

For the quarterly period ended June 30, 20'19

Commission identification number 142312

BIR Tax ldentification No. 000-083-856-000

Exact name of issuer as specified in its charter: GINEBRA SAN MIGUEL INC'

PHILIPPINES
Province, country or other jurisdiction of incorporation or organization

lndustry Classitication Code SEC use only)6

3RD and 6rH FLOORS, SAN MIGUEL PROPERTIES CENTRE,
ST. FRANCIS STREET, ORTIGAS CENTER
MANDALUYONG CITY
Address of issue/s principal office

1550
Postal Code7

I

s

(632) 841-5100
lssuer's telephone number, including area code

N,A.
Former name, former address and former fiscal year, if changed since last report

Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8

of the RSA
Outstanding capital Stock and Amount of Debt

Outstanding 3s of June 30, 2019
coMMoN SHARES 286,3?7,E4',1

PREFERRED SHARES 32.786.E85
319,114,726

10

11

tz

TOTAL LIABILITIES Php 6,147'547'430

Are any or all of the securities listed on a Stock Exchange?

Yes [/] No[]

lf yes, state name of such Stock Exchange and the class/es of securities
therein.

THE PHILIPPINE STOCK EXCHANGE, lNC. - Common

lndicate by check mark whether the registrant:

a.) has filed all reports required to be filed by Section 17 of the Code and SRC

Rule 17 thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1

thereunder and Sections 26 and '141 of the Corporation Code of the
Philippines, during the preceding 12 months (or for such shorter period the

registrant was required to file such reports)

Yes[/] NoI I

b.) has been subject to such fiiing requirements for the past 90 days

listed

Yes[/l No[ ]



PART I - FINANCIAL INFORTIIATION

Item l. Financial Statements

The unaudited consolidated fnancial statements of Ginebra San Miguel lnc. and its
subsidiaries as of and for the period ended June 30, 2019 (wilh comParative ,igures as of
Oecember 31,2018 and for the period ended June 30,2018) and Selected Notes to the
Consolidated Financial Statements are attached hereto as Annox "A".

Item 2. ilanag€menfs Discussion and Analysis of Financial Condition and Results
of Operations.

The information required by Part lll, Paragraph (AX2Xb) of 'Annex C, as amended' is

attached hereto as Annex "8".

PART II . OTHER INFORMATION

Ginebra San Miguel lnc. may, at its option, report under this item any information not
previously reported in a report on SEC Form 17-C. lf disclosure of such information is made
under this Part ll, it need not be repeated in a report on Form '17-C which would othetlrrise be
required to be filed with respect to such information or in a subsequent report on Form 17-Q.

NONE

SIGNATURES

Pursuant lo the requirements of the Securities Regulation Code, the issuer has duly caused
this report to be signed on its behalf by the undersigned thereunto duly authorized.

lssuer GINEBRA SAN MIGUEL INC.

Signature and Title la . Baroy

{

and Chief Fina

Date AugGt 9, 2019



GINEBRA SAN MIGUEL INC. AND SUBSIDIARIES
CONSOLIDATED STATEIIIENTS OF FINANCIAL POSITION

JUNE 30, 2019 AND DECEMBER 3.I, 2018
(ln Thousands)

2019
flote Unaudited

2018
Audited

ASSETS
Cunent Assets

Cash and cash equivalents
Trade and other receivables - net
lnventories
Prepaid expenses and other cunenl assets

Total Cuflent Assets

Noncurrent Assets
lnvestments in joint ventures
Property, plant and equipment - net
Right-of-use asset - net
Goodwill
Defered tax assets - net
Other noncurrent assets - net

Total Noncurrent Asaets

LIABILITIES AND EQUITY
Curent Liabilities

Noles payable
Accounls payable and accrued expenses
Lease liabilities - current
lncome and other taxes Payable
Current maturities of long-term debt - nel of

debt issue costs
Total Current Liabilities

Noncurrent Liabilities
Long-term debt - net of debt of issue costs
Retirement liabilities
Lease liabilities - noncurrent

Total Noncurent Liabilities
Total Liabilities

Equity
Capital stock
Additional paid-in capital
Equily reserves
Retained earnings:

Appropriated
Unappropriated

Treasury stock
Total Equity

6,7
3,6,7

6,7

3, 6,7

3,6.7
3.5,6,7

P5r4,161
I,532,807
3,765,'t97

206 521
7 018 686

183,929
4,463,691

205,548
126,863
539,202
319,762

P224.475
1,743,039

1,072,699
6,938,152

2
280,413

4.661 ,404

P12,857,681

5,838,995

126,863
606.005
373,648

6,048,333

,485

6, 7

P609,000
3,678,141

53,694
3E0,529

233,79',1

P2,476,100
2,7't0,947

299,723

1 16,'148

4,95s,155 5,602,918

6,7

6,7

759,855
243,630

876.755
243.036

189 008
1

,t92 493 119 791

6,147,648 6.722,709

5

399,063
2,539,454
(189,846)

2,s00,000
4,131,335

399,063
2,539,49
(199,197)

(2,669, 973)

2,500.000
3,694,429

(2,669,973)

6 7,lo 033 6,263,776

P12,E57,681 P12.986.485

See accompanylng t andgement Olscusston anct Anatysis and Selerteat Notes to the Consolidated Financial Slalements.

CERTIFIED CORRECT:

CYNTHIA M.
and Chief Finan

,,\



GINEBRA SAN 
'UIGUEL 

INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

FOR THE PERIODS ENDED JUNE 30, 20,19 AND 2018
(ln Thousands, Excepl Per Share Data)

ot€

2019 2018

unaudit d ljnaudiled

Fot ahe Qusrter Ended
2019 2014

Unaudlted Unaudited

SALES

COST OF SALES

GROSS PROFIT

SELLING AND MARKETING EXPENSES

GENERAL AND AOMINISTRATIVE EXPENSES

INTEREST EXPENSE AND OTHER FINANCING CHARGES

EOUITY IN NET LOSSES OF JOINTVENTURES

GAIN ON OISPOSAL / RETIREMENT OF PROPERTY AND
EQUIPMENT

INTEREST INCOME

OTHER INCOME - Nel

INCOME BEFORE INCOME TAX

INCOME TAX EXPENSE

NET INCOME

4,058,108

('1,2Es,536)

11,186,7211

(9r,629)

(r05,835)

1,035

1?,828

112490

l,&13,030

(6s5,497)

(s97,987)

(38,497)

(54,66r )

3/(}

8,298

69,78/a

3 P14,694,598

10,526,490

P6,,t29,279

,r,586,249

P'12,212.911

9,106.154

3,106,757

(1,105,917)

(1,138,829)

(109,778)

(55,149)

'154

11,742

46,396

P5.763.794

4,227,003

1.536,791

(537.776)

(581,413)

(54,952)

(20,47s1

62

5,766

27,599

3

1,529,737

5,19,8,t0

755,376

249,025

59i4,813

230,843

375,602

124,720

Basic and diluted eamings per share 4 P3.3il

So..cco,'ry.ning,t nagpnod U..urrloo .N Nr.lytL .o<l S.Lsbd rvob. ,o O. Coatolidrted Ffi.dcrrr S',.r?trarr.

P979,897 P506.351 P363.970 P250.aA2

P'|.68 P1.23 P0.83

CERTIFIED CORRECT:

cYt{THtA ttt.
Chlef Fln.nca OfiicerVPAnd

{



GIiIEBRA SA'{ UIGUEL INC. AXD SUBSIDIARIES
CONSOUOATED STATE ENTS OF COUPREHENSIVE II{COME

FOR THE PERIODS ENDED JUNE 30, 2019 AND 2Ot6
(ln Thousands)

20r9 m1a

P979,E97 P506,351 P363,970 P250,882

Fq dE Qur et Endd
20tg 2018

Umudl&ad Unaudited Unaudltod Unaudited

NET INCOME

SHARE IN OTHER COMPREHENSIVE INCOME OF

JOINT VEiITURES TII.AT MAY BE RECLASSIFIED

TO PROFIT OR LOSS 1A2A9,15t 't6,415

OTHER COMPREHENSIVE INCOME 9,351

TOTAL CO{TPREHENSIVE INCOME - Net of ltx P9E9,2.E

s...c.oirparr|ll&rqEn n{rr6.rr!.b, nd&a,t,'t. and sffi&oa E o. @asoliffiFrxr.ts st t ntat a

16.415 1,4n

Psn,76 P365,39E

CERTIFIED CORRECT:

cYt{THtA il.
Chbf Financ.

i/-
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GINEBRA SAN ]UIGUEL II{C. AND SUBSIDIARIES
CO SOLIDATED STATEMEITTS OF CASH FLOWS

FOR THE PERTODS ENDEO JUNE 30,2019 AND 2OI8
(ln Thousands)

2019

unaudited

2018

LJnaudited

CASH FLOWS FROiI OPERATING ACTIVITIES
lncome before income tax
Adjustments for:

Oepreciation and amortization
Equity in net losses ofjoint ventures
lnterest expense and other financing charges
Retirement expense
Provisign tor impairment losses
Net unrealized foreigo exchange loss (gain)

Provision for doubtful accounts
Gain on disposal / retirement ot property

and equipment - net
lnterest income

(r,035)
l't7,828].

(154)

111,742)
17,246

P1,529,737

357,415
105,835
91,629
10,517
3,000

713
380

.7181

P755,376

332,831
55.149

109.778
43.535

(1,190)

Net derivative loss (gain)
Operating income before working capital changes
oecrease (increase) in:

Trade and other receivables
lnventories
Prepaid taxes and olher culTent assets

lncrease (decrease) in:
Trade and other payables

209,753
142,216

1117,2111

82.596
(290,800)
(169,567)

972,405
(20,298)

758,135
64,377

2,080,675 1 300 829

Other taxes oavable
Cash generated from operations
lnterest received
Contribution to retirement plan

lnterest and other financing cha.ges paid

lncome taxes oaid

3,207,510
17,865

(39,923)
(86,015)

(298.787)

1.745,570
11.614

(109.952)

1111,20d.)
{233)

Net cesh flows o.ovided bv ooeratinq aclivities 2.E00.650 1.535,795

CASH FLOWS FROlrl INVESTING ACTIVITIES
Decrease (increase) in other noncunent assets
Proceeds from sale of propeny, plant and equipment

18,599
1,348

605,5831

t237)
807

(121,03S)Additions to proDerty, Dlant and equiDment
Net cash flous used in investina activities {85.636t 1120 469)

CASH FLOWS FROii FINANCING ACTIVITIES
Proceeds from short{erm bofiowings
Payments of:

Cash dividends
Short-term borrowings
Lease liability

4,31,1,000

(522,103)
(6,r81,100)

(3s,424)

23 712.680

(24,959,520)

(57 143).term bonowinqs
Net cash flo\xs used in financino aclivities t2.424.6271 t1 .303.983

EFFECT OF EXCHANGE RATE CHANGES ON

CASH AND CASH EQUIVALENTS (7011 1,,146

NET INCREASE IN CASH AND CASH EQUIVALENTS 289,686 112.789

198.767
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 224.475

CASH AND CASH EQUIVALENTS
AT F PERIOD P511 t6t P 1'l 556

See accofipanying anagetuena Discusslon aod Analysis and Sorected /Vores to lrre Consolid.ted Financial Statemenls

CERTIFIED CORRECT:

CYNTHIA .

and Chiet Finan



GINEBRA SAN TIGUEL INC. AND SUBSIDIARIES
TRADE AND OTHER RECE]VABLES
JUNE 30, 2019 (UNAUDITED)
(ln Thousands)

TYPE OF ACCOUNTS RECEIVABLE TOTAL Current
< 30 days
past due

30 - 50 days
past due

60 - 90 days
past due

Ovar 90 days
Past due

Trade Receivables
Non-trade Receivables
Total
Less: Allowance for doubtful accounts
NET RECEIVABLES

P841.469
1.080,308

P522.657
72,869

P40,665
48.324

P23.832
28329

P7.354
3,919

P246,961
926,767

1.921,777 595,526 88,9E9 s2,261 11,273 't,173,728
(3E8.970) (388,970)

Pr,532,807 P595,526 PEE,989 P52,261 P11,273 P7E4,758

CERTIFIED CORRECT:

CY'{THIA M. BA
and Chief Finance Offi



ANNEX A

GINEBRA SAN MIGUEL INC. AND SUBSIDIARIES
SELECTED NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in Thousands, Except Per Share Data)

1. Summary of Significant Accounting and Financial Reporting Policies

Ginebra San Miguel lnc. (GSMI) and its subsidiaries (collectively referred to as the
"Group") prepared its interim consolidated financial statements as of and for the period
ended June 30, 2019 and comparative flnancial statements for the same period in 2018
following the new presentation rules under Philippine Accounting Standard (PAS) No. 34,
lnteim Financial Repotting. The consolidated financial statements of the Group have
been prepared in compliance with Philippine Financial Reporting Standards (PFRS).

The consolidated financial statements are presented in Philippine peso and all financial
information are rounded off to the nearest thousand (000), except when otherwise
indicated.

The principal accounting policies and methods adopted in preparing the interim
consolidated tinancial statements of the Group are the same as those followed in the
most recent annual audited consolidated financial statements, except for the changes in
accounting policies as explained below.

Adoption of New and Amended Standards and lnterpretation
The Financial Reporting Standards Council (FRSC) approved the adoption of a number
of new and amended standards and interpretations as part of PFRS.

New and Amended Standards and lnterpretation Adopted in 2019

The Group has adopted the following PFRS effective January 1

accordangly, changed its accounting policies in the following areas:
2019 and

PFRS 16, Leases, supersedes PAS 17, Leases, and the related Philippine
lnterpretations. The new standard introduces a single lease accounting model for
lessees under which all major leases are recognized on-balance sheet, removlng the
lease classification test. Lease accounting for lessors essenlially 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{erm leases (ieases 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, under
which the cumulative effect of initial application is recognized in retained earnings as
of January 1, 2019. Accordingly, the comparative lnformation has not been restaled
and is presented, as previously reported, under PAS 17 and related interpretations.

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 ranging from 8.09% to 8.780lo 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.

Right-of-use assets and lease liabilities are presented separately in the consolidated
statement of financial position. Right-otuse assets that meet the definition of
investrnent property are presented within investrnent property.

The impact of the adoption of PFRS 16 as of January 1 , 20 19 is as follows

ASSETS
Prepaid expenses and other current assets
Right-of-use assets - net
Defened tax assets

(P6,588)
229,490
25 753

P2rl8,655

LIABILITIES AND EQUITY
Lease liabilities P267 ,331

Total Liabilities P267,331

Retained earnings (P18,676)

Total Equity (P18,676)

P248 655

The operating lease commitrnents as of December 31, 2018 are reconciled as follows
to the recognized lease liabilities as of January 1, 2019:

Operating lease commitrnents as of Oecember 3'1, 2018
Recognition exemption for short-term leases
Extension and termination options reasonably cerlain to be exercised
Effect from discounting at lhe incremental borrowing rate

P143.225
(56,755)
300.379

as of January 1, 2019 (119,518)

Lease liabilities recognEed as ofJanuary 1,2019 P267,331

Philippine lnterpretation IFRIC 23, Unceftainty over lncome Tax Treatments. fhe
interpretation clarifies how to apply the recognilion and measurement requirements in

PAS 12, lncome 7'axes, when there is uncertainty over income tax treatrnents. Under
the interpretation, whether the amounts recorded in the consolidated financial
slatements 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 treatrnent. lf it is not probable lhat the tax
authority will accept the chosen tax treatsnent, the uncertainty is reflected using the
measure that provides the better prediction of the resolution of the uncertainty - either
the most likely amount or lhe expected value. The interpretation also requires the

2



reassessment of judgments and estimates applied if facts and circumstances change- e.9., as a result of examination or€cton by tax authorities, fottowlng cnanges in iixrules or when a tax author y,s right to chafle;ge a i;;;il;;j'";pn".
' Long-term rnterests (LTr) in Associates and Joint ventures (Amendments toPAS 28) The amendments require the appri"attn ot 

-iiit 
9 to other financiarinstruments in an associate or joint venture io *ti"f., ttu 

"qrlii 
,"t.oO as not applied.These inctude LTt that, in substance, fo* p"rt oi tit J Jntiryis net investrnent in anassociale or ioint venture, The am.endment exptains ine an'nuat sequence ln wnicfrPFRS 9 and pAS 28 are to be apptied. f" 

"f""i FfnS 6 i! tir", 
"ppri"o 

ignoring anyPAS 28 loss absorption in prioi 
.years_ lt *"""r"ry, p.-r,or. yurr", pAS 28 lossallocation is ad.iusted in the curreni year wnrcn may]ivoivJ recognizing more prioryears' losses, reversing these losses or re_attocatin! inur'o"t*""n different LTIinstruments.any currenr year pAS 28 rossei ;;;';ril;il ro the extent that theremaining LTI balance allows and.any 

"r"unt 
y""i-inS-2' profits reverse anvunrecognized prior years, losses and then a ocationi 

"grin.t 
fff 

.

Prepayment Features with Negative Compensation (Amendment to PFRS 9). Theamendment crarifies that a financiaras:et wi*r 
" 

popjvrunt r""ture courd be erigibrefor measurement at amortized cost or fair vatuet;rd;i ;i;;, ;orprehensive income(FVocl) irrespective of the event or circumstance tnai""r"Jr inu 
""rry 

rermination ofthe contracr, which may be wirhin or beyonJ ttt l""ti"i"iitil, parties, and a partymay either pay or receive reasonabre compensation ioi tn" 
"rriy 

t"rmrnation.

Plan Amendment, Curtaitment or Setflement (Amendments to pAS .19, Employee
Pe?efits). The amendments clarify that on 

"r"nar"ni .rrt"'ilrint o, s"tfl"rent of ,defined benefit plan, an enlity now uses updated actuarial issumptions to determinerts current service cost and net inlerest foi the period. ft 
" "tfect 

bt tn" 
".""i;;;i;;;is disregarded when catcutaring tne gain or tosJo, -f r"lf,,ilm of the ptan and isdealt with separately in other cimpre-hensive income.

Annual lmprovements to PFRS Cycles 2015 - 2017 contain changes to fourstandards:

o Previously Held lnterest in a Joint Operation fAmendments to PFRS 3, BusnessCombinations and PFRS 11, Joint Arrangemirrf",f . ih" 
"r""oments 

clarify howan entity accounts for increasing its interest in a joint opeiafion that meets thedefinition of a business. tf an lntity maintains ("i .OLi^f joint controt, thepreviously held interest is not remeasureO. tt an eniity obtiins confrot, tnetransaction is a business combination achieved in stages InO tfre acquirinj entityremeasures the previously held interest at fair value.

o lncome Tax consequences of payments on Financiar rnstrument crassified asEquity rAmendments to pAS 12). The amendm"^G iri,ify that a[ income taxconsequences of dividends, including payments on financial inslruments
classified as equity, are recognized consiitently with the transactions thatgenerated the distributable profits - i.e., in profit or loss, other comprehensive
income or equity.

o lorroying Costs Eligible for Capitalization (Amendments to pAS 23, BonowingCostt. The amendments clarify that the general Ooiro*ing. pool used t6calculate erigibre borrowing clsts excrudes b=orrowings th;t specificafly financequalifying assets that are stifi under deveropment oi construction. g,;r.*ing.
lltal r{ere intended to specificaly finance quaiifying assets that are now ready f6itheir intended use or sale, or any non_qualifyin! assets, are included in thatgeneral pool.

3



Except as otherwise indicated, the adoption of these foregoing new and amended
:tand?rg: and interpretation 

. 
did not n"re 

" ,r"t"riJiltfect on the interimconsolidated fi nancial statements.

New and Amended Standards and tnterpretation Not yet Adopted

A number of new and amended standards and interpretations are effective forannual periods beginning after January 1, 2O1g ;ili;ve- not ue.n applied inpreparing the interim consoridared financiar stateme"t.. u;;r" othe*ise indicated,none of these is expected to have a significant un""t * tn! interim consolidatedfinancial statements.

The Group will adopt the followin
on the respective effective dates:

g new and amended standards and interpretations

Amendments to References to Conceptual Framework in PFRS sets oulamendments to PFRS, their accompanying Oocuments anO pFRS practicestalemenls to refrect the issuance ot me revilei con."pir"iir#u*"rt for Financial
I:polils.'n. 2018 (2018 Conceptuat rrame*o*f itre'zdia'iln"up,rr, Frameworkrncludes: (a) a new chaoter on measurement; (b) guidance on reporttng financialperformance, (c) improved definitio-ns 

"f "" ;;;i;iJ'I"tiJoirity, and gurdancesu.pporting these definitions; and 
.(d) ctarificatioil i; ;;;#-"reas, such as therotes of stewardship, prudence ano reasurement ;;;;;il;;""nciat reporting.

s_ome standards, their accompanying documents and pFRS practrce statementscontain references to or ouotations Jrom, the rnt"in"t'onri'i"tountrng standardscommittee's Framework for the , 
preparati"n 

""J' 
-r,iI."ni"tion 

ot Financiarstatements adopted by the |ASB in zoor'oi itre dor""ptr"iiir."*ork for FinanciarReporting issued in 2010. The amendments ,parG .5r" oi tf,ose references andquotations so that they refer to the 2018 Conceptuat i;;;;rk, and makes otheramendments to crarify whach version of tne coniepiuar Fraiilivorr is reterreo to inparticular documents

The amendments are
January 1,2020.

effective for annual periods beginnlng on or after

Definition of a B-usiness (Amendments to PFRS 3). The amendments narrowed andclarified the definition of a business. rne amenomenG aisJ permrt a simptirieJassessment of whether an acquired set of activities 
"nO """"ts 

is a group of asseisrather than a business. The amendments: (ar connrmeoln-aia iusiness must incrudeinputs and a process, and crarified tirat tire process musi lJ'suostantive and the
Ilyl" 9l_d. 

process. must_ together significaniiy iontriOJ"' t" 
".ating 

ourputs; (b)narrowed the definitions of a business by focusing the oefinition of out[ut" dn glod-;and services provided to customers and other in"Iom" f., orOinary activities, ratherthan .on providing dividends or other economic ueneirts Jir""fly to investors orlowering costs; and (c) added a test that maxes it easiei io *r,jro" that a companyhas acquired a group of assets, rather tnan a Uusineis,-iiitrJ value of the assetsacquired is substantialy a[ concenrrated in a singte asiei oi gio-up ot sim itar assets.

The amendments appry to business combinations and asset acquisilaons in annuar
l"po1jlS. 

periods beginning on or after January 1, ZOZO,'*itn earty appticationperm itted.

Defjtr.o! of Materiar (Amendments to pAS 1, presentation of Financialstatemenfs
and PAS 8). The amendments refine the definition ot wnatls consioered materiar.The amended definition of what is considered materiar states in"i 

"u"n 
information ismaterial if omitting, misstating or obscuring it coutO reasonaOty Oe expectJ ioinfluence the decisions that thsprimary u"erjof gen"rat pripo"e financiaf statements

4



make on the basis of those financiar statements, which provide financiar anformation
about.a specific reporting entaty. The amendments cra;ify the definition of what is
considered material and its application by: (a) raisinj the threshold at which
information becomes material by replacing the term ,c5uld influence, with ,could
re-asonably be expected to influenc€,; (b) including the concept of ,obscuring
information' arongside the concept of 'omitiing' and ;misstating' information in thE
definition_; (c) clarifying that the users to which the delinition rjfers are $re primary
users of general purpose financial statements referred to in the ConteptuJt
Framework, (d) clarifying the explanatory paragraphs accompanying the definition;
ald_(e) alisning the wording of the definition oi wirat is considerld 

-materiar 
across

Pr-RS and other pubrications. The amendments are expected to herp entities make
better materiality ludgments without substantively changing existing requirements.

The amendm_ents apply prospectively for annual periods beginning on or after
January 1, 2020, with early application permitted.

Deferral of the locar imprementation of Amendments to PFRS 10, consoridated Financiat
Statemenis, and PAS 28: Sale or Contribution of Assets between an lnvestor and its
Associate or Joint Venture

' sale or contribution of Assets between an rnvestor and its Associate or Joint Venture(Amendments to PFRS 10 and pAS 28), The amendments address an inconsistency
in lhe requirements in pFRS 10 and pAS 2g in dearing with the sare or contribution ofassets between an investor and its associate or jo-int venture. The amendments
require that a full gain or loss is recognized when a transaction involves a business
(whether it is housed in a subsidiary oi not). A partiar gain or ross is recognized when
a transaction invorves assets that do not constitute alusiness, even if these assets
are housed in a subsidiary.

O.riginally, the amendments apply prospectively for annual periods beginning on or
after January 1, 2016, with early adoption permitted. However, on Janu-ary 13: 2016,
the FRSC decided to postpone the effective date until the IASB n"" coinpret"J iG
broader review of lhe research project on equity accounting that may result in the
simplification of accounting for sucrr transactions- and of othe-r aspects'of accounting
for associates and joint ventures.
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3. Related Party Disclosures

The Group, certain subsidiaries, joint ventures and entities under common control
purchase products and servlces from one another in the normal course of business.
Transactions with related parties are made at normal market prices and terms. Amounts

owed by/owed to related parties are collectible^ ill be settled in cash. An assessment is
undertaken at each financial year by examining the financial position of the related party

and lhe market in which the related party operates.

The following are the transactions with related parties and the outstanding balances as of

June 30, 2019 and December 31, 2018:

20,960 235 S13 5,396 7 565 ibHnlercsl b.a..e

ar,!'l2 2.64,.53t

!.!,66

,0!.127
554.213 NaHnleErr !.sg

62t,52'

. tlonrnrecsr b.&nc

522.1oo fr@st bo..ing

toDkdn t ,,6.taed ttotd,q., trc lq it nE l,&n.b P@.
" S.n M9!.! Cqwttn lsrlt)itrD tt|btu..t.u Pnd cePdtl oloQ Ctu,
"'Se lrgdrFo.d.rda.mop, trc lslfqb dt Pn,1to@getohEGr.lP

a. Amounts owed by related parties consist of cunent and noncurrent receivables and

deposits.

b. Amounts owed to related parties consisl of trade payables, management fees' and

dividends.

The amounts owed to associate of the lntermediate Parent Company include interest

bearing loans to Bank of Commerce (BOC) presented as part of "Notes Payable"

account in the consolidated statements of financial position.

lnterest income from amounts owed by Thai San Miguel Liquor Company Limited
(TSML), recognized in the consolidated statements of income' amounted to P9,513

ind P20,703 as of June 30, 2019 and December 31, 2018, respectively

c

d

4. Basic and Diluted Eamings Per Share (EPS)

Basic and Diluted EPS is computed as follows
June 30

2019 20',18

t€t income P979,897
24,590

P506,351
24,590Less: Oividends on Preferred shares for the Period

l',let income available to common shares (a) 955,307 481,761

Weighted average number of common shares

outstanding (in thousands) (b) 286,328 286,328

Basic and Diluted Earnings Per Share (a/b)

I

P3.34 P1 .68



5. Dividends

The Board of Directors (BOD) approved the declaration and payment ofthe following cash
dividends to common and prefened stockholders as follows:

Date of
Decla ration

Date of Record Oate of Payment Dividend
Per Share

Class of Shares

Common
March 13, 2019

May 8, 2019
March 28, 2019
May 24,20'19

Apnl 15,2019
June 14, 20'19

P0.25

o.25

Preferrcd 0.375
0.375

5. Financial Risk and Capital Management Objectives and policies

Obiectives and Policies
The Group has significant exposure to the following financial risks primarily from its use of
flnancial instruments:

. lnterest Rate Risk
o Foreign Currency Risk
. Commodity Price Risk
. Liquidity Risk
. Credit Risk

March 13. 2019
May 8, 2019

March 28, 2019
May 24,2019

April 15,2019
June '14, 2019

ln addition, on March 13, 2019, the BOD approved the declaratjon and payment of cash
divadends in arrears of seven years (from 2012 lo 2O1B) and one quatler in 2OO2
amounling to P356,557, paid on April 15, 2019 to the holders of preferred shares as of
record date, March 28,2019.

This note presents information about the exposure to each of the foregoing risks, the
obiectives, policies and processes for measuring and managing these risks, and for
management of capital.

The principal non-trade related financial instruments of the Group include cash and cash
equivalents, short{erm and long{erm loans, and derivative instruments. These financial
instruments, except derivative instruments, are used mainly for working capital
management purposes. The trade-related financial assets and tinancial liabilities of the
Group such as trade and other receivables, noncunent receivables and deposits,
accounts payable and accrued expenses arise direc y from and are used to facilitate its
daily operations.

The BOD has the overall responsibility for the establishment and oversight of the risk
management framework of the Group.

The risk management policies of the Group are established to identify and analyze the
risks faced by the Group, to set appropriate risk limits and controls, and to monitor risks
and adherence to limits. Risk management policies and systems are reviewed regularly
to reflect changes in markel conditions and activities. The Group, through its training and
management standards and procedures, aims to develop a disciplined and constructive
control environment in whlch all employees understand their roles and obligations.

The BOD constituted the Audit and Risk Oversight Cornm ittee (the "Committee") to,
among others, enhance its oveIsight capability over the Group's financial reporting,
internal control system, internal and external audit processes, and compliance with
applicable laws and regulations; and be responsible for the oversight of the Group's
enterprise risk management system to ensure its functionality and effectiveness.

9



The Committee also has the responsibility to assist the BOD in ensurang that there is an
effective and integrated risk management process in place to guide the BOD in arriving at
well-informed decisions, having taken into consideration risks related to significant
business activities, plans and opportunities. ln relation to this, the Committee has the
following duties and responsibilities, among others: a.) develop a formal enterprise risk
management plan which contains common language or register of risks, well-defined risk
management goals, objectives and oversight, uniform processes of assessing risks and
developing strategies to manage prioritized risks, designing and implementing risk
management slrategies, and continuing assessments to improve risk strategies,
processes and measures; b.) oversee the implementation of the enterprise risk
management plan; c.) evaluate the risk management plan to ensure its continued
relevance, comprehensiveness and effectiveness; d.) advise the BOD on its risk appetite
levels and risk tolerance limits; and e.) review at least annually the Group's risk appetite
levels and risk tolerance limits based on changes and developments in the business, the
regulatory framework, the external economic and business environment, and when major
events occur that are considered to have major impacts on the Group.

The Committee is assisted in its oversight role by lnternal Audit. lnternal Audit undertakes
both regular and ad hoc reviews of risk management controls and procedures, the resulls
of which are reported to the Committee.

lnterest Rete Risk
lnterest 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 the long-term borrowings. 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 thal the mark-up rates charged on its borrowings are
optimal and benchmarked against the rates charged by other creditor banks.

ln 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.

10



lnterest Rate Risk Table

The terms and maturity profile of the intereslbearing financial instruments, together with
its gross amounts, are shown in the following tables:

June 30,2019 <l year 1-2 years >2-3years >3-4lears >4-5 !,ears Total
Fixed rate

Philippine peso-

denominated
lnterest rate

P235,294
8.UA%

P235,294
8.3/A%

P235,294

a.3/,8%
P58.824 P'|,000,000

a.y8%
P235,294

a340/.
P235,294 P23s,29 P2.35,254 P235,294 P58,824 P1,000.000

December 31, 2018 <1 vear 1-2 vears >2-3 veaE >3-4 years >4-5 vears Total

Fixed rate
Philippine peso-
denominated
lnterest rate

P117,U7
8.34a%

P235.294
8.348%

P23s,254
8.348vo

P235.2U
auao/"

P't76,4-71 P1,000.000
a.34a%

P117.U7 P235,294 P235,294 P235,294 P176.471 Pl.000.000

Foreion Currencv Risk
The functional currency is the Philippine peso, which is the denomination of the bulk of the
Group's revenues. The 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 risk management objective with respect to
foreign currency risk is to reduce or eliminate earnings volatility and any adverse impact
on equity.

lnformation on the Group's foreign currency-denominated monetary assets and their
Philippine peso equivalents is as follows:

June 30 2019 December 3'1, 20'18
Peso

US Dollar Equivalent

peso

US Dollar Eouivalent
Assets
Cash and cash equivalents
Trade and other receivables

us$80 P4,122
29 480,|

us$85
92

P4,485
4,823

Foreign currency-denominated
rnonetary assets us$109 P5.602 us$177 P9,308

The Group reported net gains (losses) on foreign exchange amounting to (P743) and
P1,190 for the periods ended June 30,2019 and 2018, respectively, with the translation of
its foreign currency-denominated assets. These mainly resulted from the movements of
the Philippine peso against the United States (US) dollar as shown in the following table:

US Oollar to
PhiliDDine Peso

June 30, 2019
December 31 , 2018
June 30, 2018
December 31 2017

The management of foreign currency risk is also supplemented by monitoring the
sensitivity of the Group's flnancial instruments to various foreign currency exchange rate
scenarios.

5',t-24
52.58
53.34
,q q'l

1'.|



The following table demonstrates the sensitivity to a reasonably possible change in the
US dollar exchange rate, with all other variables held constant, of lhe Group's profit before
tax (due to changes in the fair value of monetary assets) and the Group's equity (due to
translation of results and financial position of foreign operations):

P1 Decrease in the
US Dollar Exchange Rate

Pl lncrease in the
US Dollar Exchange Rate

June 30,2019

Eftect on
lncome before

lncome Tax
Effect on

Equitv

Effe ct on
Effect on lncome before

Equity lncome Tax

Cash and cash equivalents
Trade and other receivables

(P56)
(20)

P80
29

P56
20

(P80)
(291

(P1091 (P76) P109 P76

Pl Decrease in the
US Dollar E(change Rate

P1 lncrease in the
US Dollar Exchange Rate

December 31, 2018

Effect on
lncorIE before

lncorIE Tax

Effect on
lncorne before

lncome Tax
Efiect on

Equity
Etfect on

Equity

Cash and cash equivalents
Trade and other receivables

(PEs)
(92)

(P60)
(64)

P85
92

P60
64

(P177\ (P1241 P177 P',t24

Exposures to foreign exchange rates vary during the year depending on the volume of
overseas transactions. Nonetheless, the analysis above is considered to be
representative of the Group's foreign currency risk.

Commoditv Price Risk
Commodity price risk is the risk that future cash flows from a financial instrument will
flucluate because of changes in commodity prices.

The Group, through San Miguel Corporation (SMC), enters into various commodity
derivatives to manage its price risks on strategic commodities. Commodity hedging
allows stability in prices, thus offsetting the risk of volatile market fluctuations. Through
hedging, prices of commodities are fixed at levels acceptable to the Group, thus protecting
raw material cost and preserving margins. For hedging transactions, if prices go down,
hedge positions may show marked-lo-market losses; however, any loss in the marked-to-
market position is offset by the resulting lower physacal raw material cost.

SMC enters into commodity derivative transactions on behalf of the Group to reduce cost
by oplimizing purchasing synergies within the SMC Group and managing inventory levels
of common materials.

Commodity FoNva,'ds. The Group enters into forward purchases of various commodities.
The prices of the commodity fonrvards are fixed either through direct agreement with
suppliers or by reference to a relevant commodity price index.

Liouiditv Risk
Liquidity risk pertains to the risk that the Group will encounter difficulty to meet payment
obligations when they fall under normal and stress circumstances.

The Group's objectives to manage its liquidity risk are as follows: a) to ensure that
adequate funding is available at all times; b) to meet commifnents as they arise without
incurring unnecessary costs; c) to be able to access funding when needed at the least
possible cost; and d) to maintain an adequate time spread of refinancing maturities.

12



The Group constantly monitors and manages its liquidity position, liquidity gaps and
surplus on a daily basis. A committed stand-by credit facility from several local banks is

also available to ensure availability of funds when necessary.

The table below summarizes the maturity profile of the Group's financial assets and
financial liabilities based on conlractual undiscounted payments used for liquidity
management.

June 30,2019 Caarylng Contractual
Amount Ca3h Flow

1 y6ar ot
less

>1 yeaa -
2 vears

>2 years -
5 veats

Over 5
YEAl3

FinancialAssets
Cash and cash equivalents
Taade and olher roceivables - net
Derivative ass€ts (included

under "Prepaid epenses and
olher cureht assets" ac@unt)

Aloncurreni receivables and
deposits (included under
"Other noncurrent assets - net'
account)

P514,,t6,t
1,532,807

P5t4,t6t
,,532,80?

P5t4,t6t
1532,4O7

22,590 22,590 22,590

493

609,000 610,969 610,963

3,669,9t2

P P

ilg3

291,396 583,832

?

,193

Flnancirl Liabilities
l,{otes payable
Accounts payable and accrued

openses (e)cluding derivative
liabilaiies. deferred income
and dividends payable)

Oerivative liabilities (induded
under "Accounls payable and
accrued epenses" account)

Long-term debt (including
cura€nt maturities)

Lease liabilities (current and

109

993,646

242.7t2

3,669,912

109

1,186,468

3,669,912

109

711,240

3S,l 640 7205 59 444 77 -a79 142-256

oec€mbor 31, 2018 Carrying Contractual
Cash Flow

1 yeat ot
less 2 years

>2 years -
5 years

Over 5
years

Cash and cash equivalents
Trade and other receivables - net
Derivatve assets (induded

under "Prepaid e)eenses and
othor curr€nt assets' actount)

iloncuraont receivables and
deposrts (included under
"Other nonqirrent assets - nef'
account)

P224,475
1 743 039

P224,475
1 743 039

P2?4,475
I 743 039

1,806 r,806 I A06

1 326 1 326 296

2,476j00 2,486,977 2,486,977

P P

1 030

301,338 726 839

FinancialLiabililies
tbtes payable
Aocounts payable and accruod

grponses (e)cluding derivative
liabilities. d€loned income
and dividends payable)

Derivative liabilities (included

und6r "Accounts payable and
accrued e)eenses" a@ounl)

Long-term debt (including
drrrent matu.ities)

2.710.299

648

992,903

2,710,299

648

1.227.865

648

199 688

2.710.299

Credit Ris
Credit risk is the risk of financial loss to the Group if a customer or counlerparty to a
financial instrument fails to meet its contractual obligations, and arises principally from
trade and other receivables. The Group manages its credit risk mainly through the
application of transaction limits and close risk monitoring. lt is the Group's policy to enter
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into transactions with a wide diversity of creditworthy counterparties to mitigate any
signific€nt concentration of credit risk.

The Group has regular internal control reviews to monilor the granting of credit and
management of credit exposures.

Financial information on the Group's maximum exposure to credit risk, without considering
the effects of collaterals and other risk mitigatlon techniques, is presented below.

June 30, 2019 Decernber 31, 2018
Cash and cash equivalents (e){cluding cash on hand)
Trade and other receivables - net
Oerivative assets
l.loncunent receivables and deposits

P512,165
1,532,807

22,590
493

P222.339
1.743.039

1,806
1,326

P2,068,055 P1,968,510

The credit risk for cash and cash equivalents and derivative assets is considered
negligible, since the counterparties are reputable entities with high quality external credit
ratings.

The Group's exposure to credit risk arises from default of counterparty. Generally, the
maximum credit risk exposure of trade and other receivables and noncurrent receivables
and deposits is its carrying amount without considering collaterals or credit
enhancements, if any. The Group has no significant concentration of credit risk since the
Group deals with a large number of homogenous counterparties.

The Group does not execute any credit guarantee in favor of any counterparty.

h and Cash uivalents and Derivatlve
Cash and cash equivalents and derivative assets are held with counterparties with high
external credit ratings. The credit quallty of these financial assets is considered to be high
grade. lmpairment on cash and cash equivalents has been measured on a 12-month
expected credit loss (ECL) basis and reflects the short maturities of the exposures. The
Group considers that its cash and cash equivalents and derivative assets have low credit
risk based on the external credit ratings of its counterparties.

Trade and Other Receivables and Nonc u ne nt Receiv a bl e s
The exposure to credit risk is influenced mainly by the individual characteristics of each
cuslomer. However, management also considers lhe factors that may influence the credit
risk of the Group's customer base.

The Group has established a credit policy under which each new customer is analyzed
individually for creditworthiness before the standard payment and delivery terms and
conditions are offered. The Group ensures that sales on account are made to customers
with appropriate credit history. The Group has detailed credit criteria and several layers of
credit approval requirements before engaging a particular customer or counterparty. The
review includes external ratings, when available, and in some cases bank references.
Purchase limits are established for each customer and are reviewed on a regular basis.
Customers that fail to meet the benchmark creditworthiness may transact with the Group
only on a prepayment basis.
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The aging of receivables is as follows

June 30, 2019
Trade ffhird

Pardes)

Non-bade
(Third

Pa.ties)

Trade and
Non-trade

(Re lated
Parties) Tota I

Cunent
Past due:

I - 30 days
31 - 60 days
61 - 90 days
O\€r 90 days

3r,596
722

1

246,961

19,040
18,728
2,776

261,663

38,354
32,812
8,497

665,103

88,990
52,262
11,274

1,173,727

P522,257 P45,/$8 P27,829 P595,524

P801,537 P347,645 ?772,595 P1,921,777

Trade and Non-

Trade Cthird Non-trade trade (Related

Parties) Clhird Parties) Pa(ies) TotalDecember 31, 2018
Cunent
Past due:

1 - 30 days
31 - 60 days
61 - 90 days
O\,er 90 days

136,383
7,1't2

743
248,629

7,147
12,760
5,393

177 ,224

34,903
57 ,752
24,699

662,03'r

178,433
77 ,624
30,835

1,087,884

P532,687 P147,418 P76,748 P756,E53

P925,554 PU9,942 P856,133 P2,131,629

Various collaterals for trade receivables such as bank guarantees, cash bond, time
deposit and real estate mortgages are held by the GrouP for certain credit limits.

The Group believes that neither past due nor impaired and unimpaired amounts that are
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. ln monitoring and controlling credit extended to counterparty, the Group
adopts a comprehensive credit rating system based on financial and non-financial
assessments of its customers. Financial factors being considered comprised of the
financial standing of the customer while the non-financial aspects include but are not
limited to the assessment of the customer's nature of business, management profile,

industry background, payment habit and both present and potential business dealings with
the Group.

The credit quality of financial assets is being managed by the Group using internal credit
ratings. Credit quality of the financial assets were determined as follows:

High grade includes deposits or placements to reputable banks and companies with good

credit standing. High grade financial assets include cash and cash equivalents and

derivative assets, collectively amounting to P534,755 and P224,145 as of June 30, 2019
and December 31 , 2018, respectively.

Standard grade pertains to receivables from counterparties with satisfactory financial
capability and credit standing based on historical data, current conditions and the Group's
view of forward-looking information over the expected lives of the receivables Standard
grade financial assels include trade and other receivables and non-current receivables
and deposits, collectively amounting lo P2,070,014 and P2,296,599 as of June 30, 2019
and December 31, 2018, respectively.

lmpaired financial assets pertain to receivables which will not be recovered amounting to

P552,614 and P552,234 as of June 30, 2019 and December 31, 2018, respectively
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Credit Risk Concentration. The Group's exposure to credit risk arises from default of
counterparty. Generally, the maximum credit risk exposure of trade and other receivables
is its carrying amount without considering collaterals or credit enhancements, if any. The
Group has no significant concentration of credit risk since the Group deals with a large
number of homogenous trade customers. The Group does nol execute any credit
guarantee in favor of any counterparty.

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 Iifetime ECL. Assets that are credit-impaired are separately presented.

2019
Flnanclat A$at3 at Amortzed Cost

Lli.tmc ECL not LIGdmo 8CL Fin.ncial AsEsrs
12- onth ECL Crldlt lmp.lrsd C.Edii lmp.lBd etFVPL

Cash and cash equiraleris
(excluding cash on hand) P512,155

Trade afld olh€r r€cei\abbs 1,532,807

Den\€lr€ assels
lloncl]nent leceilBbles and deposils 4!13

P
388.970

x2,590

P512,165
1,s21,777

22,590
,1€4,137163.6,14

P2,(x5,,155 Ps52,614 P2:t,5s0 P2,820.669

2018
FinaEial Assels a AmodEed Cost

Liblime ECL nol Liletame ECL FinancialAssets
12-llonh ECL C.€dit Credn

Cash and cash equitaleflts
(.xcluding cash on hand)

Tr5d6 end othq receiEblas

tloncurent eceitEbles and deposils

P222.339
1,743,039 3E8,590

1.8C16

P222,339
2.131.629

r,805
164 9701 326 r53,6,{,{

P1.966.7021 P552.29 P1.806 ?2.520,114

No receivables were written off as of June 30, 2019 and December 31, 2018

Caoital Manaoement
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 defines capital as paid-in capital stock, additional paid-in capital and retained
earnings, both appropriated and unappropriated. Other components of equity such as
treasury stock and equity reseryes are excluded from capital for purposes of capital
management.

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 deiined as total currenl liabilities and total
noncurrent liabilities, while equity is total equity as shown in the consolidated statements
of financial position.

The BOD has overall responsibility for monitoring capital in proportion to risk. Profiles for
capital ratios are set in the light of changes in the external environment and the risks
underlying the Group's business, operation and industry,
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7. Financial Assets and Financial Liabilities

Recognition and lnitial Measuremenf. A financial instrument is any contracl that gives rise
to a financial asset oi one entity and a financial liability or equity instrument of another
entity.

The Group recognizes a financial asset or a financial liability in lhe 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 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
The Group classilies 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 lhe 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 flrst 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 determanes whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both. The Group
considers the followlng 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 compensaled; 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. 'lnterest'is defined as consideralion 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.9. liquidity risk and administrative costs), as
well as profit margin. The assessmenl includes whether the financial asset contains a
contractual term that could change the timing or amount of contractual cash flows such
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that it would not meet this condition
assessment:

The Group considers the following in makang the

contingent events that would change lhe 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 interesl (which may also include reasonable
additional compensation for early termination) is treated as consistent with this criterion if
lhe fair value of the prepayment feature is insignificant at initial recognition.

For purposes of subsequent measurement, financial assets are classified in the following
categories: flnancial 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 of June 30, 2019 and December 31,
2018.

Financial Assets at Amoftized 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 lhe effeclive interest
method and are subject to impairment. Gains and losses are recognized in the
consolidated statements of income when the financial asset is derecognized, modified or
impaired.

The Group's cash and cash equivalents, lrade and other receivables, and noncurrent
receivables and deposits are included under this category.

Financial Assefs at FVPL. All financial assets not classified as measured at amortized
cost or FVOCI are measured at FVPL. This includes derivative financial assets that are
not designated as cash flow hedge. Financial assets that are held for trading or are
managed and whose performance is evaluated on a fair value basis are measured al
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. Attibutable transaction
costs are recognized in the consolidated statements of income as incurred. Changes in
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fair value and realized gains or losses are recognized in the consolidated statements of
income. Fair value changes from derivatives accounled for as part of an effective cash
flow hedge are recognized in other comprehenslve income. Any interest earned from
investrnent an debt instrument designated as at FVPL is recognized in the consolidated
statements of income. Any dividend income from investrnent in equity instrument is
recognized in the consolidated statements of income when the right to receive payment
has been established, unless the dividend clearly represents a recovery of the part of the
cost of the investment.

The Group's derivative assets that are not designated as cash flow hedge are classified
under this category.

Financial Liabilities
The Group classifles its financial liabilities, at initial recognition, in the followang 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.

Financial Liabilities at FVPL. Financial liabilities are classified under this category through
the fair value option. Derivative instruments (including embedded derivatives) with
negative fair values, except those covered by hedge accounting relationships, are also
classified under this category.

The Group carries financial liabilities at FVPL using their fair values and repo(s fair value
changes in the consolidated statements of income. Fair value changes from derivatives
accounted for as part of an effective accounting hedge are recognized in other
comprehensive income and presented in the consolidated statements of changes in
equity. Any interest expense incuned is recognized as part of'lnterest expense and other
financing charges" account in the consolidated statements of income.

The Group's derivative liabilities that are not designated as cash flow hedge are classified
under this category.

Olher 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 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 "lnterest expense and other financing
charges" account in the consolidated statements of income. Gains and losses are
recognized in the consolidated statements of income when the liabilities are derecognized
as well as through the amortization process.

Debt issue costs are cons,dered as an adjusEnenl to the effective yield ofthe 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 income.

The Group's liabilities arising from its trade or borrowings such as notes payable,
accounts payable and accrued expenses, long{erm debt, and lease liabilities are included
under this category.

Derecoqnition of FinancialAssets and Financial Liabilities
Financial Assets. A linancial 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
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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{hrough" arrangement; and eilher: (a) has transferred substantially all the risks
and rewards of the asseq or (b) has neilher 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 contanuing
involvement. ln 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 liabilily is derecognized when lhe 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
ditference in the respective carrying amounts is recognized in the consolidated statements
of income.

lmoairment of Financial Assets
The Group recognizes allowance for ECL on financial assets at amortized cost.

ECLS are probability-weighted estimates of credil 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
pasl events, current conditions and forecasts of future economac 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 detemining whether the credit risk of a financial asset has increased significantly
since anitial 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-ampaired when one or more events that have a detrimental impact on the
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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 bonower;

(b) a breach of contract, such as a default or past due event;

(c) the lende(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 othen/vise consideri

(d) it is becoming probable that the borrower will enter bankruptcy or other financial
reorganizationi

(e) the disappearance of an active market for that financial asset because of flnancial
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 an 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 subiect to enforcement activilies 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
lmpairment losses against the gross carrying amount of the financial asset, with the
resulting impairment losses (or reversals) recognized in the consolidated statements of
income.

Classification of Financial I ents between Liebilitv and Eouitv
Financial instruments are classified as liability or equity in accordance with the substance
ofthe contractual arrangement. lnterest, dividends, gains and losses relaling to a financial
instrument or a component that is a financial liability, are reported as expense or income.
Distr,butions to holders of flnancial instruments classified as equity are charged directly to
equity, net of any related income tax benefits.

A financial instrument is classifled as laability 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 potenlially 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.

lf 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 laability 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 pa(, lhe amount
separately determined as the fair value of the liability component on the date of issue.

Offseftino Financial lnstruments
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.

The table below presents a comparison by category of carrying amounts and fair values of
the Group's financial instruments:

June 30,2019 December 31, 2018

Carrying
AIDunt Fair Value

Carrying
Amount Fair Value

Financial A6sets
Cash and cash equivalents
Trade and other receivables - net

Deri\rative assets (included under

"Prepaid expenses and other

current assels" accounl)
Noncunent receivables and

deposits (included under
"Other noncunent assets - net"

account)

Financial Liabilities
Notes payable

Accounts payable and accrued
expenses (excluding derivative

liabilities, defened income
and dividends payable)

Derivati\re liabilities (included

under "Accounls payable and

accrued expenses" account)

Long{erm debt (including currenl
maturities)

Lease liabilities

22,590 22,590 1,806 1,806

/193 493 1.326 1,326

609,000 609,000 2,476,'t00 2,476,100

3,669,912 3,569,912 2,710,299 2,710,299

r09 109 64E 648

992.903 1.029,772

P514,161
.t,532,807

993,646
242,702

P514,161
1,532,807

1,067,924
212,702

P224.475
'1,743,039

P?24.475

1.743.039

The following methods and assumptions are used to estimate the fair value of each class
of financial instrumenls:

Cash and Cash Equivalents, Trade and Other Receivables and Noncunent Receivables
and Deposits. The carrying amount of cash and cash equivalents and trade and other
receivables approximates fair value primarily due to the relatively short{erm maturities of

these financial instruments. ln the case of noncurrent receivables and deposits, the fair
value is based on the present value of expected future cash flows using the applicable
discount rates based on current market rates of identical or similar quoted instruments.

Deivatives. The fair values of fonvard exchange contracts are calculated by reference to
current forward exchange rates. Fair values for embedded derivatives are based on

valuation models used for similar instrumenb using both observable and non-observable
inputs.
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Notes Payable and Accounts Payable and Accrued Expenses. The carrying amount of
notes payable and accounts payable and accrued expenses approximates fair value due
to the relatively short-term maturities of these financial instruments.

Long-term Debt and Lease Liabilities. The fair value of interest-bearing fixed-rate loans is
based on the discounted value of expected future cash flows using the applicable market
rates for similar types of instruments as of reporting date. Discount rate used for
Philippine peso-denominated loans is 8-348% as of June 30, 2019 and December 31,
2018.

ive Financial lnstruments and H e Accounti
The Group's derivative financial instruments according to the type of financial risk being
managed and the details of freestanding and embedded derivative financial instruments
are discussed below.

The Group uses derivative financial instruments, such as foMards and options to
manage its exposure on foreign currency, interest rate and commodity price risks.
Derivative financial instruments are initially recognized at fair value on the date the
derivative conlract is entered into and are subsequently remeasured at fair value.
Changes in fair value of derivatives that are not designated as hedging instruments are
recognized in the consolidated statements of income.

Embedded Derivatives
The Group assesses whether embedded derivatives are required to be separated from
the host contracts when the Group becomes a party to the contract.

An embedded derivative is separated from the host contracl and accounted for as a
derivative if the host contract is not a financial asset and all of the following conditions are
met:

(a) the economic characteristics and risks of the embedded derivative are not closely
related to the economic characterislics and risks of the host contract;

(b) a separate instrument with the same terms as the embedded derivative would meet
the definition of a derivative; and

(c) the hybrid or combined instrument is not recognized as at FVPL.

However, an embedded derivative is not separated if the host contract is a financial
asset.

Reassessment only occurs if there is a change in the terms of the contract that
significantly modifies the cash flows that would otheMise be required.

Embedded derivatives that are bifurcaled from the host contracts are accounted for either
as financial assets or financial liabitities at FVPL.

The Group has embedded derivatives as ofJune 30, 2019 and December 31, 2018.

Derivative lnstruments n Desionated as Hedoes
ic hedges of certain underlying
in host contracts, which are not

value of these instruments are
ncome. Details are as follows:

The Group enters into certain derivatives as econom
exposures. These include embedded derivatives found
designated as accounting hedges. Changes in fair
accounted for directly in the consolidated statements of i
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Embedded Cunency FoNards
The total outstanding notional amount of cunency forwards embedded in non-financial
contracts amounted to $17,303, US$l5,404 and US$7,868 as of June 30 and March 31,
2019 and December 31, 2018, respectively. These non-financial contracts consist mainly
of foreign currency denomanated purchase orders and sales agreements. The embedded
forwards are not clearly and closely related to their respective host contracts. The net
fair value of these embedded currency forwards amounted lo P22,481, (P3ag) and
P,1,158 as of March 31, 2019 and December 31, 2018, respectively.

The Group recognized marked-to-market gains (losses) from embedded derivatives
amounting to P29,718, (P17,2461, P1,131 and (P15,338) for lhe periods ended June 30,
2019 and 2018 and March 31,2019 and 2018, respectively.

F Value Measurem
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 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 circumstance and for
which sufficient datia 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, and based on the

lowest level input that is significant to the fair value measurement as a whole, described
as follows:

. Level 1

. Level 2

r Level 3

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 purposes of the fair value disclosure, 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.

Fair Value Hierarchv
Financial assets and financial liabilities measured at fair value in the consolidated

statements of financial position are categorized in accordance with the fair value

hierarchy. This hierarchy groups linancial assets and financial liabilities into three levels

quoted prices (unadjusted) in active markets for identical assets or
liabilities;

inputs other than quoted prices included within Level 1 that are

observable for the asset or liability, either directly or indirectly; and

inputs for the asset or liabillty that are not based on observable market
data.
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based on the significance of inputs used in measuring the fair value of the financial
assets and financial liabilities.

The Group's derivative assets and derivative liabilities amounting to P22,590 and P109,
respectively as of June 30, 2019, and P1,806 and P648, respectively as of December 31,
?018, arc valued based on Level 2. The Group has no financial instruments valued
based on Level 1 and Level 3. During the perlod, there were no transfers between Level
'l and Level 2 fair value measurements, and no transfers into and out of Level 3 fair value
measurements.

8. Other Matters

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

b. There were no material changes in estimates of amounts reported in prior financial
years.

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

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

e. There were no known events that will trigger direct or contingent financial obligation
that is material to the Group, including any default or acceleration of an obligation
and there were no changes in contingent liabilities and contingent assets since the
last annual reporting date. No material contingencies and any other events or

transaclions exist that are material to an understanding of the current interim perlod.

f. The effects of seasonality or cyclicality on the interim operations of lhe Group's

businesses are not material.

There were no material off-statements of financial position transactions'

arrangements, obligations (including contingent obligations), and other relationships

of the Group with unconsolidated entities or other persons created during the

reporting period, except for the outstanding derivative transactions entered by the

Group as of June 30, 2019.

The Group's material commitrnents for capital expenditure projects have been

approved during the current year but are still ongoing and not yet completed as of

June 30, 2019. 
- 
These consist of construction, acquisition, upgrade or repair of fixed

assets needed for normal operations of the business. The said proiects will be

carried forward lo next quarter until its completion. The fund to be used for these

projects will come from available cash, short and long{erm loans.

9. Events after Reporting Date

On August 7, 2019, tne BOD declared cash dividends to all preferred and common

straren5lOers of record as of August 30, 2019 amounting to P0.375 per preferred share

ind p0.25 per common share. cash dividends for both common and preferred shares

are payable on September 16, 2019.

I

h
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Annex B

GINEBRA SAN MIGUEL INC. AND SUBSIDIARIES
MANAGEMENT'S DISCUSSION AIID ANALYSIS OF FINAIICIAL POSITION AND
FINANCIAL PERFORMAI\'CE

The following discussion should be read in conjunction with the attached unaudited consolidated
fiaancial statemeats of Ginebra San Miguel Inc. ('the Parent Company'') and its subsidiaries (collectively
referred to as the "Group") as of and for the period ended June 30, 2019 (with mmparative figures as of
December 31,2018 and for the period ended June 30,20t8). All necessary adjustments to present fairly the
consolidated financial position, frnancial performance and cash flows ofthe Group as ofJune 30,2019, and
for all the other periods presented, have been made. Certain information and footnote disclosures normally
included in the audited consolidated financial statements prepared in accordance with Philippine Financial
Reporting Standards have been omitted.

I. FINANCIAL PERFORM AI\CE

2019 vs.2018

The Group continued its saong performance during the first halfofthe year reaching P14,695 mitlion
revenues, 20% higher than last year, brought about by the steady improvement ofGinebra San Miguel,
Vino Kulafu and GSM Blue Flavors. Likewise, gross profit is up by 3 I % compared to same period last
year mainly due to lower mst of alcohol and improvement in operational efficiency of bottling and
distillery plants.

Selling and adminisEative expenses increased by l0% mainly due to higher spending in advertising
and promotion, delivery and personnel expenses.

Interest expense and other financing charges decreased by 17% due to reduction of short-term
borrowings. On the other hand, interest income rose by 52% resulting from higher money market
placements.

Other income reached Pl12 million, 142% higher than last year on account of higher tolling income

and gain on derivative valuation offoreign purchase orders.

Consolidated net income as at the end of second quarter of20l9 is at P980 mi[ion, 94% higher than

same period last year.

2018 vs. 2l)17

The Croup sustained its revenue growth throughout the firsl semester of20l8, posting a revenue of
P12213 million, 2l% higher than last year, due to the continuous volume increase of core brands,

Ginebra San Miguel and Vino Kulafir. Gross profit increased by 22% because ofthe improvements in

bottling and distillery operations, partially offset by the increase in alcohol and bottle cost.

General and administrative expenses increasedby 22yo mainly due to increase in personnel expenses

and repairs and maintEnance costs.

Continuous settlement of tong-term debt and decrease in short-term bonowing caused the drop in

interest epense and financing charges by 28% as compared to last year.

On the other hand, other income increased by Pt 5 million on account ofhigher tolling income.

As a result, the fint semester performance registered a net income of P506 million, 9lolo higher than

last year performance,
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Annex B

II. FINANCIAL POSITION

2019 vs. 2018

Significant increase in cash and cash equivalents by 129% is due to higher money market placements

and improvement in collection both in rade and other receivables which in turn caused the decreased

in trade and other receivables by t2%.

The balance ofright-of-use (ROII) assets ofP206 million represenG the amount ofdre Group's various

operating lease agreements as a result of the adoption of PFRS16. Likewise, the increase in lease

liabilities (current and noncurrent) by P243 million pertains to the recognition of lease liabilities for
right-of-use @OLI) assets.

Notes payable decreased by 75% as the company conlinued to settle its short-term obligations.

Furtiermore, income and other taxes payable increased by 27% on account ofhigher taxable income,
while equity reserves increase by 22% due to Eanslation adjustments on assets from Thaijoint ventues.

2018 2017

With the shift of majority of customers to cash palment terms coupled by the improvement in
collection, trade and other receivables posted a decrease against last year of 5%. This also brought the

increase in cash and cash equivalents by 57olq arnounting to P3 t2 million.

Inventories increased by 9%o on account of purchase of imported materials. Such increase in raw
materials purchases likewise affected the increase in accounts payable and accrued expenses by 38%

versus year ago.

Settlement of short term and long term borrowings resulted to the decrease by 237o and 50oZ in notes
payable and curent maturities oflong term debt, respectively.

lncome and ottrer taxes payable inoeased by 138% versus last year as the company continues to
generate higher taxable income.

The increase in equity reserves by P 16 million was on account of cumulative translation adjustment

from Thai joint venture.

Eouitv

The increase in equiry for the period ended June 30, 2019 and 2018 is due to:

June 30

2019 2018

(ln Millions)

Net income forthe period

Adjustments duc to Philippine Financial Rcporting Standards l6
Sharc in other comprehensive inconrc ofjoint venturEs

Cash dividends

P980

oe)
9

{5241

P506

t'7

?93

GSMI 2019 2"d Quarter Management's Discussion and Alalysis
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Annex B

III. Sources and Uses ofCash

A brief summary ofcash flow movements is shown below

June 30

2019 2018

Net casb fbws provided by operating activities

Net cash flows used in investing activities

Net cash flows used in financing activhies

(In Millions)

P2,801 P1,536

(86) (120)

(2,42s1 (1304)

Net cash flows provided by operating activities consist of income before income tax for the period and

the effect of changes in curent assets and certain curent liabilities, including net movement in
inventory level.

Net cash flows used in investing activities include the following:

June 30

20r 9 2018

(ln Millions)

Additions to propeny, planr and equipment

Decrease in olher noncurent assets

Proceeds tom sale ofproperty, plant and equiprEnt

(P106)

l9
I

(Pl2 r )

Components ofnet cash flows used in financing activities are as follows:

Jure 30

20r9 20 t8

Proceeds fionu
Short-term borowings

Payrnents of:
Cash dividends
Shon-term borrowings
tease liabilities
lrng-lerm bolrowings

(ln Millionsl

P4314 v23,713

(s22\
(6,lEr)

(3s)
Q4,9-60)

(57)

The effect ofexchange rate changes on cash and cash equivalents amounted to (P.70) million and Pl .45

million for the periods ended June 30, 2019 and 20t 8, respectively.

GSMI 20t9 2"d Quarter Management's Discussion and Analysis Page 3 of4



Annex B

IV. KEY PERTORMANCE INDICATORS

The following are the major performance measures used by the Group. Analyses are employed by
comparisons and measurements based on the financial data ofthe current period against the same period
of previous year. Please refer to Item I, "Financial Performance" ofthe Managernent Discussion and

Analysis (MD&A), for the discussion ofcertain computed Key Performance Indicators.

KPI June 30 2019 December 31, 2018

Liquidity:
Current Ratio ,.42 1.23

Solvency:
Debt to Equity Retio
Ass€t to Equity Ratb

0.vz
1.92

1.08
2.0'1

Profitability:
Return on Average Equity
Interest Rate Cov€rage Ratio

30o/o

2t-41
l9/o
7 .98

KPI
Period Ended June 30

2019 2018

Operating Efficiency:
Vohme Growth
Revenue Growth
Operating Mergin

11o/o

20o/o

llo/o

l5o/o
l9o/o
7o/o

The manner by *irich the Group calculates the aboYe indicators is as follows:

KPT Formula

Current Ratio Current Assets
Current Liabilities

Debt to Equity Rrtio
Total Liabilities (Curent + Noncument)

F4utty

Asset to Equity Ratio
Total Assets (Curent + Noncurrent)

ECuity

Return otr Average Equity
Net Income

Average Equity

Interest R te Coverage Rstio

Eamings Before Interests, Taxes

Interest Expense and Other Financing Charges

Volume Growth (
Sum of All Businesses'

Volume ) I

Prior Period Volume

Revenue Growth
Current Period Net Sales

)(
Prior Period Net Sales

Operating Margin
lncome from Operatins Activities

Net Sales

GSMI 2Ol9 2d Quarter Management's Discussion and Analysis Page 4 of 4
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