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AGRINURTURE, INC. AND SUBSIDIARIES
Securities and Exchange Commission Form 17 - Q

Part | - FINANCIAL INFORMATION

Item 1. Financial Statements

The unaudited consolidated financial statements of AgriNurture, Inc.sabdidiaries (collectively
referred to as the OGroupO) as of and for the period Bladeld 31, 2017 and December 31, 2016 are
filed as part of this Form 17-Q as Exhibit A.

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

The following Management Discussion and Analysis should be read in cbaojumdgth the attached

unaudited consolidated financial statements of AgriNurture, Inc. @éipgidsaries as of and for the three
months ended March 31, 2017.

Business Overview

AgriNurture, Inc. (the OCompanyO or ANI), formerly known as Mabuhay RO@®prises, Inc., was
founded in February 1997 as an importer, trader and fabricator of pweshagricultural machineries.
The Company eventually diversified into various agro-commerciahesses specifically focusing on
trading ofgrains andresh produce in the Philippines and export markets. At present, Ablksapplies

other home-grown fruits such as banana, pineapple, mango, processedufiuitas frozen fruits
andcoconut water to customers worldwide.

The Company operates its agro-commercial businesses through operatimpsliand wholly-owned or
majority-owned subsidiaries that are organized into business segments.

REVENUE
(Philippine Pesos) March 31, 2017 March 31, 2016
Philippine Operations
Export 23,755,024 20,484,796
Local Distribution and Others 346,655,279 49,062,443
Retail & Franchising 21,337,227 17,540,778
Sub-total 391,747,530 87,088,017

Foreign Operations
Hong Kong / China 12,568,820 113,568,035

Total 404,316,350 200,656,052




Results of Operations

Three Months ended March 31, 2017 versus March 31, 2016

Net Sales

ANI Group generated a consolidated sale of goods and services of PBR atdlion for the three
months ended March 31, 2017, 101.49% increase over same periodatagtoyehe first three months of
2017, Philippine operations contributed 97% while sales from Fowgigmnations accounted for 3% of
consolidated sales. Sale of goods and services by business segment follows

¥ Export sales posted a increase of 15.96% quarter-to-quartinpgd®3.76 million for the first

quarter of fiscal year 2017 from Php 20.48 million for the speréod in 2016, primarily due to
continuation of mango exports during the period. Although there wascagase in sales in
mango, banana sales posted a decrease for the quarter duedludtion in supply of bananas
(ii) decrease in number of customers due to political issues @ndn@table selling price in the
international markets.

Local distribution sales posted an increase of 606.56% to Php 346lié6 rar the three months
ended March 31, 2017 from Php 49.06 million for the same period in 2016lyndaie to the
addition of rice trading business and increase in profitalifitfyusiness with supermarket outlets
due to improvement in operations.

Retail and franchising sales registered an increase by 21 &4t 21.34 million for the first
quarter 2017 from Php 17.54 million for same period in 2016, piliyndue to improvement of
operations and increase in franchise revenues and event sales during the quarter.

Combined Foreign trading operations posted a decrease of 88.93% 1@ .Bripmillion for the
first quarter 2017 from Php 113.57 million for same period last year, doe eperation of Joyful
BVI which contributed a revenue of Php 100 million during the first tgmanf 2016. There was a
slight decrease in sales of ANI International due to thengndi the contract for the airport
arrival area branch. There is already a plan to relocate the stthre departure area.

Cost of Sales

Cost of sales consists primarily of:

¥

¥

¥

¥

Cost of purchasing fruits and vegetables and raw material frawegs and other traders and
suppliers including freight in charges;

Personnel expenses, which include salary and wages, employeesbandfitetirement costs for
employees involved in the production process;

Repairs/maintenance costs and depreciation costs relating to production equyahieles, facilities
and buildings;

Fuel and oil costs relating to the production and distribution process;

For the three months ended March 31, 204RT Group’s cost of sales amounted to Php 334.79 million
up by 126.20% from Php 148.01 million for the same period in 2016, due to the inaraaset of
inventory purchases in line with the increase in sales.



Gross Profit

Consolidated gross profit up by Php 16.88 million or 32.06% to Php 69.5@miibr the three months
ended March 31, 2017 from Php 52.65 million for same period last Vearincrease was due to the
increase in local sales as well as the closure of the farming operatidrgher retail outlets.

Operating Expenses

The GroupOs operating expenses consist of selling exgesasiministrative expenses; which include
the following major items:

Salaries, wages and other employee benefits
Freight out and handling cost

Contracted services mainly for sales operations
Rental

Depreciation and amortization

K K K K K

Consolidated operating expenses as of first quarter of 2017 amountkd &3B1 million up from Php
39.67 million for the same period last year, due mainlyht ihcrease in manpower cost for regular
employees, increase depreciation expense , increase in rental expettseedtad escalation and increase
in sales and increase in taxes and licenses.

Finance Costs
Finance Costs as of first quarter of 2017 amounted to Php 8.50miltidrom Php 8.08 million for the

same period last year.

Financial Condition

Assets

ANI GroupOs consolidated total assets adasth 31, 2017 amounted o P 2.31 billion a decrease of 1%
from £ 2.34 billion at December 31, 2016. The following explain the sogmfimovements in the asset
accounts:

¥ The GroupOs cash balanagéased by-P 2.55 million primarily due to collection of sales.

¥ Receivables decreased by 9.77% mainly due improve collections.

¥ Advances to related parties/stockholder decreased#$rom P708.23 milliobfgoember 2016 to
P694.04 million in March 2017 due to payments/ liquidations.

¥ Inventory balance decreased from a year end 2016 balarce of P 28.05 mifi@6186 million
due to better inventory turnover in the current quarter.

¥ Property, plant and equipment including intangibles decreased#from P790i68 miDecember
31, 2016 tcP776.20 million in March 31, 2017 due to amortization of depreciation.

Liabilities
Consolidated liabilities amounted+o P 1.53 billion.

Total current liabilities are P 1.35 billion ard P 1.40 billion as oféia81, 2017 and December 31, 2016,
respectively. The decrease is mainly due to payments of loans and borrowingslarmhyables.

Total non-current liabilities are P 177.41million for March 31, 2017 and December 31, 2016.



Equity
Consolidated stockholdersO equity aslafch 31, 2017 amount te P 777.53 million.

Liquidity and Capital Resources

Net cash used from operating activities for the first 3mont20d¥ was-P3.08 million due to improve in
collections and settlement of payables.

Net cash flow from investing activities4s P18. 14 million due to resegftpayment/liquidation from
advances to related parties.

Net cash used in financing activities4s (P18.67) million, which is due to the papfrieans and leases.



Discussion and Analysis of Material Events and Uncertainties

The company has no knowledge and not aware of any material evahti;ieertainties known to the
management that would address the past and would have an impact fotutbeoperations of the
following:

a) Any known trends, demands, commitments, events or uncertaintiesgiltHzave a material
impact on our liquidity

b) Any events that will trigger direct or contingent finan@hligation that is  material to the
company, including any default or acceleration of obligation.

c) All material off-balance sheet transactions, arrangemebligiations and other relationships
of the company with unconsolidated entities or other persons created during the period.

d) Any material commitments for capital expenditures, the genptapose of such
commitments and the expected sources of funds for such expenditures.

e) Any known trends, events or uncertainties that have had or thegamanably expected to
have a material favorable or unfavorable impact on net salesresfncome from continuing
operations.

f) Any significant elements of income/loss did not arise from our continuing operation.

g) Any seasonal aspects that had a material effect on financial conditiculés of operation



AGRINURTURE INC AND ITS SUBSIDIARIES

SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS

FOR THE PERIOD MARCH

¥

FINANCIAL KEY PERFORMACE INDICATOR DEFINITION 2017 2016

Current/ Liquidity Ratio
Current Assets
Current Liabilities 0.73 0.58

Current ratio

Current Assets - Inventory - Prepayments
Current Liabilities 0.64 0.63

Quick ratio

Total Liabilities
Equity 1.97 2.07

Solvency ratio / Debt to equity ratio

Total Assets
Equity 2.97 3.07

Asset to equity ratio

Income Before Tax
Finance Cost 0.85 0.61

Interest rate coverage ratio

Profitability Ratio
Net Income
Average Total Assets 0.002 0.002

Return on assets

Net Income
Average Total Equity 0.01 0.01

Return on equity




AGRINURTURE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS OF MARCH 31, 2017 AND DECEMBER 31, 2016

2017 2016
ASSETS
Current Assets
Cash (Note 4) P26,308,172 B23,754,845
Trade and other receivables - net (Note 5) 96,494,966 106,941,416
Advances to related parties (Note 16) 45,233,380 44,609,267
Advances to a stockholder (Note 16) 694,042,928 708,229,601
Inventories (Note 6) 26,356,285 28,045,844
Prepayments and other current assets (Note 7) 95,957,984 89,333,485
Total Current Assets 984,393,715 1,000,914,458
Noncurrent Assets
Deposit for future investment (Note 8) 308,219,578 308,219,578
Property and equipment (Note 9) 597,161,294 609,042,348
Intangible assets (Note 10) 179,038,238 181,882,996
Other noncurrent assets (Note 11) 240,971,251 240,591,414

Total Noncurrent Assets

1,325,390,361

1,339,736,336

TOTAL ASSETS

P2,309,784,076

P2,340,650,794

LIABILITIES AND EQUITY

Current Liabilities

Trade and other payables (Note 12)
Loans and borrowings (Note 13)
Advances from related parties (Note 16)
Lease payable (Note 25)

Income tax payable

P426,374,510
863,028,550
39,759,361
24,439,176
1,237,070

P461,580,537
867,384,260
39,759,361
30,249,125
1,840,488

Total Current Liabilities

1,354,838,667

1,400,813,771

Noncurrent Liabilities
Noncurrent portions of:

Loans and borrowings (Note 13) 109,641,312 109,641,312
Lease payable (Note 25) 56,495,691 56,495,691
Pension liability (Note 21) 9,613,733 9,613,733
Deferred tax liabilities (Note 22) 1,660,536 1,660,536
Total Noncurrent Liabilities 177,411,272 177,411,272

Total Liabilities

1,532,249,939

1,578,225,043

Equity Attributable to Equity Holders
of the Parent

Capital stock (Note 14) 621,683,570 621,683,570
Additional paid-in capital 2,330,723,527 2,330,723,527
Foreign currency translation reserve 37,948,982 29,126,072
Deficit (2,256,787,817  (2,263,466,987

733,568,262 718,066,182
Non-controlling Interests 43,965,875 44,359,569
Total Equity 777,534,137 762,425,751

TOTAL LIABILITIES AND EQUITY

P2,309,784,076

P2,340,650,794

See accompanying Notes to Consolidated Financial 18tates.



AGRINURTURE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Three Months Ended March 31

2017 2016
REVENUES P404,316,350 P200,656,052
COST OF SALES(Note 17) (334,794,090) (148,010,950
GROSS PROFIT 69,522,260 52,645,102
General and administrative expenses (Note 18) (55,145,764) (50,234,052
OPERATING INCOME 14,376,496 2,411,050
Interest income (Note 4) 1,752 1,461
Finance costs (Note 13 and 25) (8,503,759) (8,076,356,
Other income (expense) - net (Note 20) 1,337,136 10,560,421
PROFIT BEFORE INCOME TAX 7,211,625 4,896,576
PROVISION FOR INCOME TAX (Note 22)
Current 1,486,424 202,225
Deferred (560,275) (131,195)
926,149 71,030
NET INCOME P6,285,476 B4,825,546
Net income attributable to:
Equity holders of the parent
Income from continuing operations B6,679,170 B2,533,028
Income (loss) from discontinued operations b b
6,679,170 2,533,028
Non-controlling interests
Income (loss) from continuing operations (393,694) 2,292,519
Income (loss) from discontinued operations b b
(393,694) 2,292,519
P6,285,476 B4,825,546
Basic and diluted income per share attributable to equity
holders of the Parent Company(Note 15) P0.01 B0.004
Basic and diluted income per share attributable to equity
holders of the Parent Company from continuing
operations(Note 15) P0.01 P0.004

See accompanying Notes to Consolidated Financia¢®tts.



AGRINURTURE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE THREE MONTHS ENDED MARCH 31, 2017 AND DECEMBER 31, 2016

Equity Attributable to Equity Holders of the Parent

Capital Stock Additional Translation Non-controlling

(Note 14)  Paid-in Capital Reserve Deficit Subtotal Interests Total
Balances at January 1, 2016 P621,683,570  P2,330,723,527 (60,792,816  (B2,114,135,261 B777,479,020 (B65,775,239 B711,703,781
Net income from continuing operations b b b 2,633,028 2,633,028 2,392,857 4,925,885
Other comprehensive income (loss), net of ta b b (3,979,143 b (3,979,143 b (3,979,143
Total comprehensive loss b b (3,979,143 b (1,446,115 2,392,857 (946,742)
Issuance of common shares (Note 14) b b b b b b b
Balances at March 31, 2016 621,683,570 2,330,723,527 (64,771,959 (2,111,602,234 776,032,904 (63,382,382 P712,650,523
Balances at January 1, 2017 621,683,570 2,330,723,527 29,126,072 (2,263,466,987 718,066,182 P44,359,569 P762,425,751
Net (loss) income from continuing operations b b b 6,679,170 6,679,170 (393,694) 6,285,476
Other comprehensive income (loss), net of te b b 8,822,910 b 8,822,910 b 8,822,910
Total comprehensive loss b b 8,822,910 6,679,170 15,502,080 (393,694) 15,108,386
Balances at March 31, 2017 P621,683,570  P2,330,723,527 P37,948,982 (R2,256,787,817 P 733,568,262 P43,965,875 R777,534,137

See accompanying Notes to Consolidated Financial Statements.



AGRINURTURE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended March 31

2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES
Income from continuing operations before
income tax B7,211,625 B4,896,576
Adjustments for:
Depreciation and amortization
(Notes 9, 10, 17 and 18) 18,597,061 16,647,484
Interest expense (Notes 13 and 25) 8,503,759 8,076,356
Interest income (Note 4) (1,752) (1,461)
Losses (gains) on sale of property and equipment (6,017) 36,513
Operating income before working capital changes 34,304,676 29,655,468
Decrease (increase) in:
Trade and other receivables 10,446,450 (1,348,539
Inventories 1,689,559 (56,135,602
Prepayments and other current assets (6,624,499) (15,822,874
Decrease in trade and other payables (35,206,027) (21,096,056
Net cash generated from (used in) operations 4,610,159 (64,747,603
Income taxes paid (1,529,567) (527,885)
Interest received 1,752 1,461
Net cash flows from (used in) operating activities 3,082,344 (65,274,027
CASH FLOWS FROM INVESTING ACTIVITIES
Changes in:
Advances to a stockholder 14,186,673 67,145,303
Advances to related parties 8,198,797 b
Other noncurrent assets (379,837) (397,515)
Additions to:
Property and equipment (3,869,268) (51,303)
Proceeds from sale of property and equipment (Note 9) 4,036 b
Net cash flows provided from investing activities 18,140,401 66,696,485

(Forward)



Three Months Ended March 31

2017 2016
CASH FLOWS FROM FINANCING ACTIVITIES
Changes in:
Advances from related parties BDb B2,600,559
Lease payable (5,809,949) (1,360,833
Payments of loans and borrowings (4,355,710) (4,842,761,
Interest paid (8,503,759) (12,026,191
Net cash flows used in financing activities (18,669,418) (15,629,226
NET DECREASE (INCREASE) IN CASH 2,553,327 (14,206,768
CASH AT BEGINNING OF YEAR 23,754,845 33,278,930
CASH AT END OF YEAR (Note 4) P26,308,172 B19,072,162

See accompanying Notes to Consolidated Financia¢Sients



AGRINURTURE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information and Authorization for Issuance of the Financial Statements

Corporate Information

AgriNurture, Inc. (the Parent Company or ANI) was registered anwbrporated with the
Philippine Securities and Exchange Commission (SEC) on February 4, 18%filgrio engage
in the manufacturing, producing, growing, buying, selling, distributing, niacket wholesale
only insofar as may be permitted by law, all kinds of goods, commaditires and merchandise
of every kind and description and to enter into all kinds of contractshéorexport, import,
purchase, acquisition, sale at wholesale only and other dispositida éovn account as principal
or in representative capacity as manufacturerOs represenigtizensignment of all kinds of
goods, wares, merchandise or products, whether natural or artifici2l009, the SEC approved
the change in the Parent Comp@syprimary purpose to engage in corporate farming, in all its
branches for the planting, growing, cultivating and producing of crops,spdentt fruit bearing
trees, of all kinds and in connection to engage in agri-tourism and pd@surable pursuits for
the enjoyments and appreciation of mother nature and ecology and to entegestablishment,
operation and maintenance of equipment, structures and facilitiesthéorpreservation,
conservation and storage of foods, grains and supplies, like cold storage and refnigéaats.

The ParenCompanyOsecondary purpose include, among others, to purchase, acquire, lease, sell
and convey real properties such as lands, buildings, factories aetiowses and machines,
equipment and other personal properties as may be necessary or ahdméin¢ conduct of the
corporate business, and to pay in cash, shares of capital stock, debantliother evidences of
indebtedness, or other securities, as may be deemed expedient fbusamgss or property
acquired by the Parent Company.

The Parent Company and its subsidiaries (collectively reféoress the Group) are involved in
various agro-commercial businesses such as export trading antbutistr of fruits and
vegetables, and retail and franchising.

The Grouf®s registeregrincipal office address is No. 54 National Road, Dampol II-A, Pulilan,
Bulacan. The Groups business addressaisUnit 111 Cedar Mansions Il, #7 Escriva Drive,
Ortigas Center, Barangay San Antonio, Pasig City.

The consolidated financial statements as at and for the period endech M1, 2017 and
December 31, 2016 were authorized for issuance on May 11, 2017.

2. Summary of Significant Accounting Policies and Financial Reportig Policies

Basis of Preparation

The consolidated financial statements have been prepared on a histmstabasis. The
consolidated financial statements and these notes are preserRédippine peso, the Parent
Companys functional and presentation currendjl. amounts are rounded to the nearest peso,
unless otherwise indicated.

Statement of Compliance
The consolidated financial statements of the Group have been prepacedhjphiance with
Philippine Financial Reporting Standards (PFRSs). PFRSs includstatbments named PFRSs,




-2-

Philippine Accounting Standards (PASs) and Philippine Interpretationdiggu¢he Financial
Reporting Standards Council (FRSC).

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous figaacj@&xcept for
the following amended PFRSs and Philippine Accounting Standards (PASs) dipgpifhi
Interpretations, based on International Financial Reporting IntetipretaCommittee (IFRIC)

interpretations, which were adopted as of January 1, 2016. Adoption ofitheseiments did not
have any significant impact on the Gr@ginancial position or performance.

¥

K K K K

K K K

PFRS 10, PFRS 12 and PAS 28yestment Entities: Applying the Consolidation Exception
(Amendments)

PFRS 11Accounting for Acquisitions of Interests in Joint Operations

PFRS 14Regulatory Deferral Accounts

PAS 1,Disclosure Initiative(Amendments)

PAS 16 and PAS 3&larification of Acceptable Methods of Depreciation and Atimation
(Amendments)

PAS 16 and PAS 4Agriculture: Bearer Plant§Amendments)

PAS 27 Equity Method in Separate Financial StateméArmendments)

Annual Improve.ments to PFRSs 2012 - 2014 Cycle

¥ PFRS 5Changes in Methods of Dispogdimendment)

¥ PFRS 7Servicing Contract§Amendment)

¥ PFRS 7,Applicability of the Amendments to PFRS 7 to Condensed Intérnancial
Statement§Amendment)

¥ PAS 19 Discount Rate: Regional Market Iss(famendment)

¥ PAS 34, Disclosure of Information OElsewhere in the Interimmafcial Report()
(Amendment)

Standards and Interpretations Issued but not yet Effective

The standards and interpretations that are issued, but not yet effective, up te tifessamance of
the Grou®<onsolidated financial statements are listed below. The Group interatiopt these
standards when they become effective. Adoption of these standardistenpdetations are not
expected to have any impact significant impact on the consolidatadcfal statements of the
Group.

Effective beginning on or after January 1, 2017

¥ PFRS 12(Clarification of the Scope of the StanddRhart ofAnnual Improvements to PFRSs

2014 - 2016 Cycle) (Amendments)

The amendments clarify that the disclosure requirements in PFR$&Rtlan those relating
to summarized financial information, apply to amtiggOs interest in a subsidiary, a joint
venture or an associate (or a portion of its interest in a yeinture or an associate) that is
classified (or included in a disposal group that is classified) as held for sale

The amendments do not have any impact on the @msuinancial position and results of
operation.
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¥ PAS 7,Statement of Cash FlowBisclosure InitiativelAmendments)
The amendments to PAS 7 require an entity to provide disclosuregrtabte users of
financial statements to evaluate changes in liabilitiesirgyi from financing activities,
including both changes arising from cash flows and non-cash changds gsuforeign
exchange gains or losses). On initial application of the ameartdpentities are not required
to provide comparative information for preceding periods. Early egipn of the
amendments is permitted.

Application of amendments will result in additional disclosuresttie 2017 financial
statements of the Group.

¥ PAS 12, Income Taxes Recognition of Deferred Tax Assets for Unrealized Losses
(Amendments)
The amendments clarify that an entity needs to consider whath&aw restricts the sources
of taxable profits against which it may make deductions on the réwdrélaat deductible
temporary difference. Furthermore, the amendments provide guidance on how arheality s
determine future taxable profits and explain the circumstamcegich taxable profit may
include the recovery of some assets for more than their carrying amount.

Entities are required to apply the amendments retrospectitelyever, on initial application
of the amendments, the change in the opening equity of the earliestrativegpperiod may
be recognized in opening retained earnings (or in another componenquiby, eas
appropriate), without allocating the change between opening retaimethgsaand other
components of equity. Entities applying this relief must disclose that fadly dpglication of
the amendments is permitted.

These amendments are not expected to have any impact on the Group.
Effective beginning on or after January 1, 2018

¥ PFRS 2,Share-based Paymentlassification and Measurement of Share-based Payment
TransactiongAmendments)
The amendments to PFRS 2 address three main areas: the effextsraf conditions on the
measurement of a cash-settled share-based payment trandaetiolassification of a share-
based payment transaction with net settlement features for Vdithdpdax obligations; and
the accounting where a modification to the terms and conditions ofrerlsiised payment
transaction changes its classification from cash settled to equigdsettl

On adoption, entities are required to apply the amendments withouinggtadr periods, but
retrospective application is permitted if elected for alleareenendments and if other criteria
are met. Early application of the amendments is permitted.

The amendments are not expected to have any impact on the Group.

¥ PFRS 4,Insurance ContractsApplying PFRS 9, Financial Instruments, with PFRS 4
(Amendments)
The amendments address concerns arising from implementing PFRS résvithignancial
instruments standard before implementing the forthcoming insucamteacts standard. They
allow entities to choose between the overlay approach and theatlefgproach to deal with
the transitional challenges. The overlay approach gives all entii@ issue insurance
contracts the option to recognize in other comprehensive income, ttahegrofit or loss, the
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volatility that could arise when PFRS 9 is applied before the nswance contracts standard
is issued. On the other hand, the deferral approach gives entities wabtbgdes are
predominantly connected with insurance an optional temporary exemptionafsphping
PFRS 9 until the earlier of application of the forthcoming insuranceramststandard or
January 1, 2021.

The overlay approach and the deferral approach will only be avaitahte éntity if it has not
previously applied PFRS 9.

The amendments are not applicable to the Group since the Group does nottiviies dhat
are predominantly connected with insurance or issue insurance contracts.

PFRS 15Revenue from Contracts with Customers

PFRS 15 establishes a new five-step model that will apply tomuevarising from contracts
with customers. Under PFRS 15, revenue is recognized at an amoumneftbets the
consideration to which an entity expects to be entitled in exehtorgransferring goods or
services to a customer. The principles in PFRS 15 provide a mactuséd approach to
measuring and recognizing revenue.

The new revenue standard is applicable to all entities and wiltsag® all current revenue
recognition requirements under PFRSs. Either a full or modifiedspatctive application is
required for annual periods beginning on or after January 1, 2018.

The Group is currently assessing the impact of this standard @rthgOs financial position
and performance.

PFRS 9Financial Instruments

PFRS 9 reflects all phases of the financial instruments projedateplaces PAS 3%inancial
Instruments: Recognition and Measuremeand all previous versions of PFRS 9. The
standard introduces new requirements for classification and measurempairment, and
hedge accounting. PFRS 9 is effective for annual periods beginning oteodafuary 1,
2018, with early application permitted. Retrospective applicatiorqgaired, but providing
comparative information is not compulsory. For hedge accounting, therewguits are
generally applied prospectively, with some limited exceptions.

The adoption of PFRS 9 will have an effect on the classification and measurement of the
GroupOs financial assets and impairment methodology for financibabst will have no
impact on the classification and measurement of the @sfimancidiabilities.

The Group is currently assessing the impact of adopting this standard.

PAS 28, Measuring an Associate or Joint Venture at Fair Val(feart of Annual
Improvements to PFR2€14 - 2016 Cycle) (Amendments)

The amendments clarify that an entity that is a venture capital organizatatheogualifying
entity, may elect, at initial recognition on an investment-bystment basis, to measure its
investments in associates and joint ventures at fair value thqanadih or loss. They also
clarify that if an entity that is not itself an investment gnitias an interest in an associate or
joint venture that is an investment entity, the entity may, wamplying the equity method,
elect to retain the fair value measurement applied by thestment entity associate or joint
venture to the investment entity associateOs or joint ventu®stsnin subsidiaries. This
election is made separately for each investment entity assamijoint venture, at the later of
the date on which (a) the investment entity associate or joint venture iying@gnized; (b)
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the associate or joint venture becomes an investment entity{cartde investment entity
associate or joint venture first becomes a parent. The amendsteoitd be applied
retrospectively, with earlier application permitted.

The Group is currently assessing the impact of adopting this standard.

¥ PAS 40,Investment Propertylransfers of Investment Prope(mendments)
The amendments clarify when an entity should transfer propertydinglyproperty under
construction or development into, or out of investment property. Thadiments state that a
change in use occurs when the property meets, or ceases tahmekfinition of investment
property and there is evidence of the change ga. A mere change in managementOs
intentions for the use of a property does not provide evidence of gechanuse. The
amendments should be applied prospectively to changes in use thatoncourafter the
beginning of the annual reporting period in which the entity fipgtlias the amendments.
Retrospective application is only permitted if this is possible withoutiskeof hindsight.

The Group is currently assessing the impact of adopting this standard.

¥ Philippine Interpretation IFRIC-22,Foreign Currency Transactions and Advance
Consideration
The interpretation clarifies that in determining the spot exchaatge to use on initial
recognition of the related asset, expense or income (or péjtaf the derecognition of a
non-monetary asset or non-monetary liability relating to advemiesideration, the date of the
transaction is the date on which an entity initially recognihesnbnmonetary asset or non-
monetary liability arising from the advance considerationhdéfé are multiple payments or
receipts in advance, then the entity must determine atittie transactions for each payment
or receipt of advance consideration. The interpretation may besdppiia fully retrospective
basis. Entities may apply the interpretation prospectivelyl asakts, expenses and income in
its scope that are initially recognized on or after the beginnitigeafeporting period in which
the entity first applies the interpretation or tieginning of a prior reporting period presented
as comparative information in the financial statements of éperting period in which the
entity first applies the interpretation.

The interpretation is not expected to have any impact on the Group.
Effective beginning on or after January 1, 2019

¥ PFRS 16] eases
Under the new standard, lessees will no longer classify tbatet as either operating or
finance leases in accordance with PAS li&asesRather, lessees will apply the single-asset
model. Under this model, lessees will recognize the assetsettdd liabilities for most
leases on their balance sheets, and subsequently, will deprbeitgage assets and recognize
interest on the lease liabilities in their profit or loss. ksasith a term of 12 months or less or
for which the underlying asset is of low value are exempted from these requiseme

The accounting by lessors is substantially unchanged as the ararst carries forward the
principles of lessor accounting under PAS 17. Lessors, however, witigp@ed to disclose
more information in their financial statements, particularly loa tisk exposure to residual
value.
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Entities may early adopt PFRS 16 but only if they have also adopted PFR$VhEN
adopting PFRS 16, an entity is permitted to use either a full rettospaer a modified
retrospective approach, with options to use certain transition reliefs.

The Group is currently assessing the impact of the new standard.
Deferred effectivity

¥ PFRS 10 and PAS 28ale or Contribution of Assets between an Investor and $ischge or
Joint Venturg Amendments)
The amendments address the conflict between PFRS 10 and PAS 28 in dealing with the loss of
control of a subsidiary that is sold or contributed to an assodatjoint venture. The
amendments clarify that a full gain or loss is recognized veh&nansfer to an associate or
joint venture involves a business as defined in PFRBuU8iness Combination&ny gain or
loss resulting from the sale or contribution of assets that doesomstitute a business,
however, is recognized only to the extehwarelated investorsO interests in the associate or
joint venture.

On January 13, 2016, the Financial Reporting Standards Council postponed the original
effective date of January 1, 2016 of the said amendments until tmeatideal Accounting
Standards Board has completed its broader review of the research project oa@muityting

that may result in the simplification of accounting for such tretitsas and of other aspects of
accounting for associates and joint ventures.

Summary of Significant Accounting Policies

The accounting policies set out below have been applied consistentlyptriads presented in

these consolidated financial statements, and have been applied cdpdisténé Group entities.

The comparative consolidated statement of income and consolidatexhesit of comprehensive
income has been restated as if an operation discontinued during tieatcygar had been
discontinued from the start of the comparative years (see Note 26).



Basis of Consolidation
The consolidated financial statements include the Parent Compatlyeafudlowing subsidiaries
(collectively referred to as the Group):

Country of Nature of Effective Ownership
Incorporation Business 2017 2016
First Class Agriculture Corporation (FCAC) Philippines Trading (Agricultural goods 100% 100%
M2000 IMEX Company, Inc. (IMEX) Philippines Manufacturing and export 100% 100%
Best Choice Harvest Agricultural Corp. (BCHA( Philippines Farm management 100% 100%
*Fresh and Green Harvest Agricultural Compar Philippines Trading (Agricultural goods 100% 100%
Inc. (FG)
*Lucky Fruit & Vegetable Products, Inc. (LFVPI Philippines Trading (Agricultural goods 100% 100%
Fruitilicious Company, Inc. (FI) Philippines Manufacturing/processing/ 100% 100%
trading frozen agricultur:
products
Farmville Farming Co., Inc. (FFCI) Philippines Trading (Agricultural goods 51% 51%
*Fresh and Green Palawan Agriventures, Inc. Philippines Farm management 51% 51%
(FGP)
The Big Chill (TBC) Philippines Food and beverage retailini 80% 80%
and franchising
*Heppy Corporation (HC) Philippines Food and beverage retailini 80% 80%
and franchising
*Goods and Nutrition for All, Inc. (GANA) Philippines Retail and wholesale 100% 100%
Agrinurture HK Holdings Ltd. (ANI HK) Hong Kong Holding Company 100% 100%
*Agrinurture IntOl Ltd. (ANI IL) Hong Kong Trading and retail 100% 100%
*Joyful Fairy (Fruits) Limited (JFF) British Virgin Islands ~ Trading (Agricultural goods 51% 51%
**Joyful Fairy HK (JF HK) Hong Kong Trading (Agricultural goods b b
*ANI China China Trading (Agricultural goods b b

*Direct and indirect ownership
**Divested in 2016

Subsidiaries

Subsidiaries are entities over which the Group has control. An oweshtrols an investee when
it is exposed, or has rights, to variable returns from its involmémvéh the investee and has the
ability to affect those returns through its power over the investee.

Subsidiaries are fully consolidated from the date of acquisitionglibe date on which the Group
obtains control, and continue to be consolidated until the date that suchl cmatses. The
financial statements of the subsidiaries are prepared forathe seporting year as the Group,
using uniform accounting policies for like transactions and other events in siimilanstances.

All intra-group balances, transactions, income ancees@s and profits and losses resulting from
intra-group transactions are eliminated in full.

A change in the ownership interest of a subsidiary, without a change of controbustaccfor as
an equity transaction.

If the Group loses control over a subsidiary, it:

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

Derecognizes the carrying amount of any non-controlling interest;

Derecognizes the cumulative translation differences, recorded in equity;

Recognizes the fair value of the consideration received;

Recognizes the fair value of any investment retained,;

Recognizes any surplus or deficit in profit or loss; and

Reclassifies the Gro@s share of componentsyiously recognized in other comprehensive
income to profit or loss.

K K K K K K K



Non-controlling interest

Non-controlling interest represents interest in a subsidiatyigheot owned, directly or indirectly,
by the Group. Profit or loss and each component of other comprehernivee are attributed to
the equity holders of the Group and to the non-controlling intefestal comprehensive income
is attributed to the equity holders of the Group and to the non-congafiierests even if this
results in the non-controlling interest having a deficit balance.

Non-controlling interest represents the portion of profitomsland the net assets not held by the
Group. Transactions with non-controlling interest are accounted fog tise entity concept
method, whereby the difference between the consideration and the boelof/#he share of the
net assets acquired is recognized as an equity transaction.

Foreign Currency Translation of Foreign Operations

Each subsidiary in the Group determines its own functional curremtytems included in the

consolidated financial statement of each subsidiary are measimgdthest functional currency.

Transactions in foreign currencies are initially recorded irfithetional currency rate on the date
of the transaction. Outstanding monetary assets and liabilities @etedin foreign currencies

are retranslated at the functional currency rate of exchangmsatlidated statement of financial
position date. All exchange differences are recognized in consolidatedesttgerhincome.

Non-monetary items that are measured in terms of historastl io a foreign currency are
translated using the exchange rates as at the dates oftigietiansactions. Non-monetary items
measured at fair value in a foreign currency are translaied tise exchange rates at the date
when the fair value was determined.

For purposes of consolidation, the financial statements of ANI HKIKIFANI IL and JFF which
are expressed in Hong Kong dollar (HKD) amounts and financial statsmf ANI China which
is expressed in Chinese Yuan (CNY) amounts, have been translated to Peso amouatesas foll

a. assets and liabilities for each statement of financial iposipresented (i.e., including
comparatives) are translated at the closing rate at theofldbe consolidated statement of
financial position;

b. income and expenses for each statement of income (i.e., including compeaatiteanslated
at exchange rates at the average monthly prevailing rates for the year; and

c. all resulting exchange differences are taken in the ddased statement of other
comprehensive income.

Foreign Currency Translation

The consolidated financial statements are presented in Philippsoe(Be which is the Grodis
functional and presentation currency. Each entity in the Group detsnts own functional
currency and items included in the financial statements of eaithh areg measured using that
functional currency.

The functional and presentation currency of the entities in thep3except for ANI HK, ANI IL,
JF HK, and JFF) is the Philippine peso.

Transactions in foreign currencies are initially recorded bytiemtunder the Group at the
respective functional currency rates prevailing at the date dfghsaction. Monetary assets and
liabilities denominated in foreign currencies are translatddrational currency closing rate of
exchange at the end of reporting period. All differences arisingetitement or translation of
monetary items are recognized in the consolidated statement of inewxcept for foreign
exchange differences that qualify as capitalizable borrowing éwmstqualifying assets.
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Nonmonetary items that are measured in terms of historical icoat foreign currency are
translated using the exchange rates at the dates of the fratisaction. Nonmonetary items
measured at fair value in a foreign currency are translated) the exchange rates at the date
when the fair value is determined.

Any goodwill arising on the acquisition of a foreign operation andfamyalue adjustments to
the carrying amounts of assets and liabilities arising on theisition are treated as assets and
liabilities of the foreign operation and translated at the closing rate.

Presentation of Financial Statements

The Group has elected to present all items of recognized income and expewsestétements: a
statement displaying components of profit or loss in the consalidgéé¢ement of income and a
second statement beginning with a profit or loss and displaying compoménbther
comprehensive income (OCI).

Cash
Cash includes cash on hand and with banks, which earns interest ag¢spettive bank deposit
rates.

Financial Instruments

Date of recognition

The Group recognizes a financial asset or a financial liabilitthe consolidated statement of
financial position when it becomes a party to the contractual joosisof the instrument.
Purchases or sales of financial assets that require delivery of aghéisaviime frame established
by regulation or convention in the marketplace (regular way sjaaie recognized on the trade
date (i.e., the date that the Group commits to purchase or sell the asset).

Initial recognition and measurement of financial instruments

Financial instruments are recognized initially at fair valDigectly attributable transaction costs
are included in the initial measurement of all financial assetsfinancial liabilities, except for
financial instruments at FVPL.

Financial instruments are classified as liabilities or gquitaccordance with the substance of the
contractual agreement. Interest, dividends, gains and loss@sgrédas financial instrument or a
component that is a financial liability, are reported as expeasdéscome. Distributions to
holders of financial instruments classified as equity aregedadirectly to equity, net of any
related income tax benefits. The components of issued financialnmesits that contain both
liability and equity elements are accounted for separatelth thie equity component being
assigned the residual amount after deducting from the instrument as a wholetin¢ separately
determined as the fair value of the liability component on the date of issue.

Financial assets within the scope of PAS 39 are classifiedhattollowing categories: financial
assets at FVPL, loans and receivables, held-to-maturity (HihMdstments, available-for-sale
(AFS) financial assets or as derivatives designated asrtethgitrument in an effective hedge, as
appropriate. Financial liabilities are classified as finandiabilities at FVPL, derivatives
designated as hedging instruments in an effective hedge, offiodesial liabilities. The Group
determines the classification at initial recognition and, wratewed and appropriate, re-
evaluates such designation at each end of the reporting period.
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The GroupOs financial instruments are in the nature of loans aivdtexseand other financial
liabilities. As at March 31, 2017 and December 31, 2016, the Group hasameifil assets and
liabilities classified as at FVPL, HTM investments and AFS fim@nassets and derivatives
designated as hedging instruments in an effective hedge, as appropriate.

Subsequent measurement
The subsequent measurement of financial instruments depends on their diassdcéollows:

Loans and receivables

Loans and receivables are non-derivative financial assdtdixed or determinable payments that
are not quoted in an active market. They are not entered irtothvétintention of immediate
short-term resale and are not classified or designated adiAdncial assets or financial assets at
FVPL. After initial measurement, such financial asse¢ssabsequently measured at amortized
cost using the effective interest rate method (EIR), legmirment. Amortized cost is calculated
by taking into account any discount or premium on acquisition and fessty that are an integral
part of the EIR. The amortization is included under OFinance oostelconsolidated statement
of income. The losses arising from impairment are recognizeklei consolidated statement of
income as OFinance costsO.

Loans and receivables are included in current assets if matuwiithin twelve (12) months from
the end of reporting period. Otherwise, these are classified as noncurrent assets

As at March 31, 2017 and December 31, 20th@ GroupOs loans and receivables include cash
with banks, trade and other receivables, deposits under other current andremnassets,
advances to a stockholder and advances to related parties in the consolidatedrdtof financial
position (see Notes 4, 5 and 20).

Other financial liabilities

Loans and borrowings pertain to consolidated financial liabilitiesar@not held for trading nor
designated as at FVPL upon the inception of the liability. Thededacfinancial liabilities
arising from operations. These financial liabilities are gaced initially at fair value and are
subsequently carried at amortized cost, taking into account thetiofpgaplying the EIR method
of amortization or accretion for any related premium, discount ayddaectly attributable
transaction cost. Gains and losses are recognized in theestat@ihcomprehensive income when
the liabilities are derecognized or impaired, as well as through the zatiorti process.

Other financial liabilities are classified as current iisidue within twelve (12) months from the
end of the reporting date otherwise they are classified as noncurrent Igbilitie

This accounting policy applies primarily to the Gr@srade and other payables, loans and
borrowings, redeemable and convertible loan, advances from relatezs @ard lease payables

that meet the above definition (other than liabilities that @weered by other accounting

standards, such as income tax payable and pension) (see Notes 12, 13, 16 and 25).

Offsetting of Financial Instruments

Financial assets and financial liabilities are only offaptl the net amount reported in the
consolidated statement of financial position when there is a legiglibyceable right to set off the
recognized amounts and the Group intends to either settle on aisgbb#s realize the asset and
the liability simultaneously. The Group assesses that it hagentlyrenforceable right of offset
if the right is not contingent on a future event, and is legally ee&de in the normal course of
business, event of default, and event of insolvency or bankruptcy of the @nduall of the
counterparties.
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Impairment of Financial Assets

The Group assesses at each financial reporting period whetheistheseobjective evidence that
a financial asset or a group of financial assets is impaired. A finassat or a group of financial
assets is deemed to be impaired if, and only if, there is olgeetidence of impairment as a
result of one or more events that has occurred after the m@tiagnition of the asset (an incurred
Oloss eventO) and that loss event has an impact on the estituaéedaish flows of the financial
asset or the group of financial assets that can be reliatityaged. Evidence of impairment may
include indications that the debtors or a group of debtors is empigrie significant financial
difficulty, default or delinquency in interest or principal paymetiis, probability that they will
enter bankruptcy or other financial reorganization and where observaalmdiaate that there is
a measurable decrease in the estimated future cash flolwsaswbanges in arrears or economic
conditions that correlate with defaults.

Loans and receivables

For financial assets carried at amortized cost, the Group d#sesses individually whether
objective evidence of impairment exists individually for finah@asets that are individually
significant, or collectively for financial assets that are individually significant. If the Group
determines that no objective evidence of impairment existarfandividually assessed financial
asset, whether significant or not, it includes the asset in a gfofiipancial assets with similar
credit risk characteristics and collectively assesses tfmmimpairment. Assets that are
individually assessed for impairment and for which an impairmesst iEgsor continues to be,
recognized are not included in a collective assessment of imgyairWhen the Group determines
that a specific account or group of accounts continue to be impaioash oo longer be recovered
based on its regular review and assessment and after exhaliséiojons and means to recover,
these specifically identified accounts are written-off.

If there is objective evidence that an impairment loss hagried, the amount of the loss is
measured as the difference between the assetOs carrying amount apdesbat value of
estimated future cash  flows (excluding future expected creditdodeg have not yet been
incurred). The present value of the estimated future cash flowscsudied at the financial
assetsO original EIR. If a loan hasariable interest rate, the discount rate for measuring any
impairment loss is the current EIR.

Interest income continues to be recognized based on the originaf Efie asset. The interest
income is recorded as part of OFinance incomeO in the consoltdttatestof income. The
carrying amount of the asset is reduced through the use of an allowance account aodrhefam
the loss is recognized in the consolidated statement of income. Loans, togetliee wssociated
allowance, are written off when there is no realistic prospkfitture recovery and all collateral
has been realized or has been transferred to the Group. Hubsaquent year, the amount of the
estimated impairment loss decreases because of an event rag@fter the impairment was
recognized, the previously recognized impairment loss is reliersey subsequent reversal of an
impairment loss is recognized in the consolidated statemenmtcomi, to the extent that the
carrying value of the asset does not exceed its amortized cost at thel datersa

Derecognition of Financial Instruments

Financial assets

A financial asset (or, where applicable a part of a finarasakt or part of a group of similar
financial assets) is derecognized when:

¥ the rights to receive cash flows from the asset have expired
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¥ the Group has transferred its rights to receive cash flows tinenasset or has assumed an
obligation to pay the received cash flows in full without mateléy to a third party under a
Opasthrough® sangement; and either (a) the Group has transferred subsealiitie risks
and rewards of the asset, or (b) the Group has neither transfernedaioed substantially all
the risks and rewards of the asset, but has transferred control of the asset.

Where the Group has transferred its rights to receive casls fimm an asset and has neither
transferred nor retained substantially all the risks and revedirthe asset nor transferred control
of the asset, the asset is recognized to the extent @rigpOs continuing involvement in the
asset. Continuing involvement that takes the form of a guarantgethe transferred asset is
measured at the lower of the original carrying amount of thet assl the maximum amount of
consideration that the Group could be required to repay. In such caGrptiealso recognizes
an associated liability. The transferred asset and theiatgsbdability are measured on a basis
that reflects the rights and obligations that the Group has retained.

Financial liabilities
A financial liability is derecognized when the obligation under Hadility is discharged,
cancelled or has expired.

Where an existing financial liability is replaced by anotinem the same lender on substantially
different terms, or the terms of an existing liability are substaytiadldified, such an exchange or
modification is treated as a derecognition of the original lligband the recognition of a new
liability, and the difference in the respective carrying amountsfafancial liability extinguished
or transferred to another party and the consideration paid, includipgnan-cash assets
transferred or liabilities assumed, is recognized in the consolidated estatginmcome.

Inventories
Inventories are stated at lower of cost or net realizable {BIR¥). Costs incurred in bringing
each product to its present location and condition is accounted for as follows:

Packaging materials and oth« - at purchase cost on a first-in, first-out (FIFO) me'
supplies
Finished goods - at manufacturing or purchase cost on a FIFO me

NRV is the estimated selling price in the ordinary courséusiness, less estimated costs of
completion and the estimated costs to sell. For packagingiatat@nd other supplies, NRV is
the current replacement cost.

Prepayments and Other Current Assets

Prepayments and other current assets include input-valued added tayx @épdsits, prepaid
insurance, creditable withholding taxes (CWTs) and other curssdtsaain which the Group
expects to realize or consume the assets within twelve (12hmafter the end of the reporting
period.

Value Added Tax (VAT)
Input VAT represents VAT imposed on the Group by its suppliers andactoris for the
acquisition of goods and services required under Philippine taxation laws andioegula

Input VAT representing claims for refund from the taxation auttesriéifter twelve (12) months
from the end of the reporting period is recognized as current dspet. VAT is stated at its
estimated net realizable value.
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Revenues, expenses and assets are recognized, net of the amount of VT, exce

¥ when the VAT incurred on the purchase of assets or services ieamterable from the
taxation authority, in which case the VAT is recognized as part of the cost ofidoguf the
asset or as part of the expense item as applicable; and

¥ when receivables and payables that are stated with the amount of VAT are included.

Deposits
Deposits are advance payments made to suppliers that areeelxfrette applied within twelve
(12) months after the end of the reporting period.

Prepaid income taxes
Prepaid income taxes which are claimed against income tax gueseats excess of the tax
payable and are carried over in the succeeding period for the same purpose.

Prepaid expense

Prepaid expense includes prepayments for insurance, rent, supplies @nsl ad maintenance
which the Group expects to realize or consume within twelve (I2ithm after each reporting
period and carried at cost.

Business Combinations and Goodwill

Business combinations, except for business combination between entitiecamdeon control,
are accounted for using the acquisition method. The cost of an acquisitieeasured as the
aggregate of the consideration transferred, measured at acqudsitéofair value and the amount
of any NCI in the acquiree. For each business combination, the acge@sures the NCI in the
acquiree either at fair value or at the proportionate share @fctigreeOs identifiabhet assets.
Acquisition-related costs incurred are expensed and included in pemetaadministrative
expenses.

When the Group acquires a business, it assesses the finanetal aisd financial liabilities
assumed for appropriate classification and designation in accordéthcthe contractual terms,
economic circumstances and pertinent conditions as at the acqudatienThis includes the
separation of embedded derivatives in host contracts by the acqlfitbe business combination
is achieved in stages, the acquisition date faiuevaf the acquirerQseviously held equity
interest in the acquiree is remeasured to fair value atctiigsition date and any gain or loss on
remeasurement is recognized in the consolidated statement ofeinitasnthen considered in the
determination of goodwiill.

Any contingent consideration to be transferred by the acquirebwitecognized at fair value at
the acquisition date. Subsequent changes to the fair value of the contioiggideration which is
deemed to be an asset or liability, will be recognized in acooedaith PAS 39 either in the
consolidated statement of income, or in the consolidated statemeompfehensive income. If
the contingent consideration is classified as equity, it is moeasured until it is finally settled
within equity.

Goodwill is initially measured at cost being the excess ofatigregate of the consideration
transferred and the amount recognized for NCI over the net idergifeddets acquired and
liabilities assumed. If this consideration is lower than thie falue of the net assets of the
subsidiary acquired, the difference is recognized in the consadlidééement of income. After
initial recognition, goodwill is measured at cost less anyractated impairment losses. For the
purpose of impairment testing, goodwill acquired in a business combingtiofrom the
acquisition date, allocated to each of the GroupOsgeasirating units (CGUs) that are expected



-14 -

to benefit from the combination, irrespective of whether other aasgdiabilities of the acquiree
are assigned to those units.

Where goodwill forms part of a CGU and part of the operationinvitiat unit is disposed of, the
goodwill associated with the operation disposed of is included in afgirtg amount of the
operation when determining the gain or loss on disposal of the operatiodw disposed of in
this circumstance is measured based on the relative valube opération disposed of and the
portion of the CGU retained.

Goodwill is reviewed for impairment, annually or more frequentlyevents or changes in
circumstances indicate that the carrying value may be impaired.

Impairment is determined for goodwill by assessing the recovesatdeint of the CGU or group
of CGUs to which the goodwill relates. Where the recoverableuatmof the CGU or group of
CGUs is less than the carrying amount of the CGU or group of G&Wwhkich goodwill has been
allocated, an impairment loss is recognized in the consolidatexnstat of income. Impairment
losses relating to goodwill cannot be reversed in future periods. The Groupreitfonpairment
test of goodwill annually every December 31.

Property and Equipment

Property and equipment, except for land are stated at cost, exclhdingpsts of day-to-day
servicing, less accumulated depreciation and amortization and aatachimpairment loss, if
any. Such cost includes the cost of replacing part of such properggaipment when that cost
is incurred if the recognition criteria are met. Land is stated at casidgsmpairment in value.
Subsequent expenditures relating to an item of property and equipmerassadHitions, major
improvements and renewals are added to the carrying amount aktiealy when it is probable
that future economic benefits associated with the item, insexoé the originally assessed
standard of performance of the existing asset, will flow tdGtep. Expenditures for repairs and
maintenance are charged to operating expenses in the GroupOslatedsstatemertdf income
during the period in which these are incurred.

Depreciation is computed on the straight-line basis over the faljpestimated useful lives of the
assets:

Category Number of Year:
Building 15

Store and warehouse equipment 3-5
Delivery and transportation equipment 3-12
Machinery and equipment 3-12
Office furniture and fixtures 3-12
Leasehold improvements 5

Leasehold improvements are amortized over the term of the ¢easstimated useful lives of the
improvements, whichever is shorter.

An amount is written-down to its recoverable amount if the aagr@mount is greater than its
estimated recoverable amount.

The useful lives, residual value and depreciation method are exViperiodically to ensure that
these are consistent with the expected pattern of economictbenefn items of property and
equipment. An item of property and equipment is derecognized upon dispegatn no future

economic benefits that are expected to arise from its continued use.
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Fully depreciated assets are retained in the accounts untétbey longer in use and no further
depreciation is charged to consolidated statement of income.

Investment Properties

The investment properties are measured initially at cosydimg transaction costs. The carrying
amount includes the cost of replacing part of an existing investpneperty at the time that cost
is incurred if the recognition criteria are met and excludesdses of day to day servicing of an
investment property. Subsequent to initial recognition, investment propertisit@e at cost less

accumulated depreciation and accumulated impairment losses, ifnaegtrhent properties are
depreciated using the straight line method over a period of fif{@®) years. Investment

properties are derecognized when either they have been disposedrothevirerestment property

is permanently withdrawn from use and no future economic benefpiscted from its disposal.

Any gains or losses on the retirement or disposal of an investnugrerfyr are recognized in the
statement of income in the year of retirement or disposal.

Transfers are made to investment property when, and only when,isharehange in use,
evidenced by ending of owner-occupation, commencement of an operatingplessgher party
or ending of construction or development. Transfers are made from investment prdpsriyand
only when, there is a change in use, evidenced by commencement ofcmeupation or
commencement of development with a view to sale.

Intangible Assets
Intangible assets acquired separately are measured on iad@inition at cost. The cost of

intangible assets acquired in a business combination is theirafai at the date of acquisition.
Following initial recognition, intangible assets are carriedcast less any accumulated
amortization and accumulated impairment losses. Internally gedeintangibles, excluding
capitalized development costs, are not capitalized and thedeagpenditure is reflected in profit
or loss in the period in which the expenditure is incurred.

The useful lives of intangible assets are assessed as eitheofimtdefinite.

Intangible assets with finite lives are amortized over théuugeonomic life and assessed for
impairment whenever there is an indication that the intangitdet asay be impaired. The
amortization period and the amortization method for an intangiblewa#bed finite useful life are
reviewed at least at the end of each reporting period. Chamgbke expected useful life or the
expected pattern of consumption of future economic benefits embodisel &isdet are considered
to modify the amortization period or method, as appropriate, andreated as changes in
accounting estimates. The amortization expense on intangible assetsitdtlivés is recognized
in the statements of income as the expense category that isteonsith the function of the
intangible assets.

Intangible assets with indefinite useful lives are not amexlti but are tested for impairment
annually, either individually or at the cash-generating unit leVéle assessment of indefinite life
is reviewed annually to determine whether the indefinite bigtioues to be supportable. If not,
the change in useful life from indefinite to finite is made on a prospdudisis.

Gains or losses arising from de-recognition of an intangitdeta@me measured as the difference
between the net disposal proceeds and the carrying amount of tharaksee recognized in the
consolidated statement of income when the asset is derecognized.
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Trademarks

Trademarks acquired separately are recognized at cost. Fglovitial recognition, trademarks
are carried at cost less accumulated amortization and any inguaifosses. The Group assesses
for impairment whenever there is an indication that these assgtbe impaired. The Group has
assessed that certain trademark acquired in a business combindfierpast has indefinite useful
lives, thus are not amortized, but tested for impairment annudher éndividually or at the cash-
generating unit level. The assessment of indefinite life igwed annually to determine whether
the indefinite life continues to be supportable. If not, the changseful life from indefinite to
finite is made on a prospective basis. The remaining trademankri@nt year has finite useful
life and is amortized over straight line basis over its estichaseful life of twenty (20) years. The
amortization period and the amortization method are reviewedsatdeaach financial year-end.
Changes in the expected useful life or the expected pattern afneptien of future economic
benefits embodied in the asset is accounted for by changing thezatiantiperiod or method, as
appropriate, and are treated as changes in accounting estifflaéesmortization expense is
recognized in the consolidated statement of income under ODéprecat amortizationO
account in the expense category consistent with the function of the inteeggble

Computer software

Acquired computer software is capitalized on the basis of cosigréglcto acquire and bring to

use the specific software. Computer software is amortized atragght-line basis over its

estimated useful life of five (5) years. Costs associatéul thve development or maintenance of
computer software programs are recognized as expense when incurred.

Goodwill

Goodwill represents the excess of the purchase consideration odj#isitton over the fair value
of the GroupOs share of the net identifiable assets acquiheddatté of acquisition. Goodwill is
tested for impairment annually or more frequently if eventshanges in circumstances indicate
that might be impaired, and is carried at cost less acctedulmpairment losses, if any. Any
impairment losses recognized for goodwill are not subsequentysed. Gains and losses on the
disposal of an entity include the carrying amount of goodwill relating to the sntity

Goodwill is allocated to cash-generating units for the purposmpdirment testing. When the
recoverable amount of cash-generating units is less than tygngaamount, an impairment loss
is recognized. The Group performs its impairment testing atefh@rting date using a value-in-
use, discounted cash flow methodology.

Franchise

The Group recognizes franchise as part of its intangible asgets the franchise produces
revenue to the Group and the cost is measurable. At initial remogrifanchise is valued at cost
which is the amount incurred in acquiring the franchise. Franchise whose life hatebeenined
to be finite is amortized over the years identified. If the d&f the franchise is determined to be
indefinite, such franchise is not amortized but tested for impairmEranchise is derecognized
upon sale or retirement. The difference between the carrying aald the proceeds shall be
recognized in the profit or loss. Franchise is amortized oragyht-line basis over its estimated
useful life of ten (10) years.

Other Noncurrent Assets

Other noncurrent assets include long-term deposit and advancesdoadquisition. Long-term
deposit and others are stated at cost and are classified as narasseds since the Group expects
to utilize these beyond twelve (12) months from the end of the reporting period.
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Impairment of Nonfinancial Assets

Inventories

The Group assesses the inventories for impairment by comparingrtiing value of inventories
with its NRV. If inventory is impaired, its carrying valuereduced to NRV and an impairment
loss is recognized in the consolidated statement of income.

An assessment is made at each financial reporting datevdsetber there is any indication that
previously recognized impairment losses may no longer exist or may havesddcreg@reviously
recognized impairment loss is reversed only if there has daedrange in the estimates used to
determine the recoverable amount of the asset, or in the caseeofories, NRV, since the last
impairment loss was recognized. If that is the case, thginguvalue of the asset is increased to
its recoverable amount, or in the case of inventories, NRV. Thaased amount cannot exceed
the carrying value that would have been determined had no impairmentelels recognized for
the asset in prior years. Such reversal is recognized in the consolidatewstai€income.

Property and equipment, trademark and other current and noncurrent assets

Nonfinancial assets are reviewed for impairment whenever ewvertbanges in circumstances
indicate that the carrying amount of an asset may not be redteerf any such indication exists
and where the carrying amount of an asset exceeds its recevamablint, the asset or CGU is
written down to its recoverable amount. An assetOs recoverable a@tberttigher of an assetOs
or CGUOs fair value less costs to sell and its valuse and is determined for an individual asset,
unless the asset does not generate cash inflows that arg ladggendent of those from other
assets or groups of assets. Where the carrying amount ofedma€GU exceeds its recoverable
amount, the asset is considered impaired and is written down teciserable amount. In
assessing value in use, the estimated future cash flows are discounted tesleeiryalue using a
pre-tax discount rate that reflects current market assessiofetite time value of money and the
risks specific to the asset. In determining fair value tess$s to sell, an appropriate valuation
model is used. These calculations are corroborated by valuatiaplesutir other available fair
value indicators. Impairment losses are recognized um@®therexpense - n@ in the
consolidated statements of income.

Recovery of impairment losses recognized in prior years &wded when there is an indication
that the impairment losses recognized for the asset no longgroexhave decreased. The
recovery is recorded in the consolidated statement income. Howéeeincreased carrying
amount of an asset due to a recovery of an impairment lossignized to the extent it does not
exceed the carrying amount that would have been determinedf(depletion, depreciation and
amortization) had no impairment loss been recognized for that asset in pror yea

Goodwill

Goodwill is reviewed for impairment, annually or more frequently if @geor changes in
circumstances indicate that the carrying value may be inthalingpairment is determined for
goodwill and trademark by assessing the recoverable amount of tdeo€Group of CGUs to
which the goodwill or trademark relates. Where the recoverabteiatnof the CGU or group of
CGUs is less than the carrying amount of the CGU or group of Q@Wehich goodwill or
trademark has been allocated, an impairment loss is recognizkd tonsolidated statement of
income. Impairment losses relating to goodwill cannot be revenskdure periods. The Group
performs its impairment test of goodwill and trademark with imitefiuseful lives annually every
December 31.
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Interest-bearing Loans and Borrowings

All loans and borrowings are initially recognized at fairueabf the consideration received, less
directly attributable transaction costs, and have not been desigastat FVPL. After initial
recognition, interest-bearing loans and borrowings are subsequesdlyured at amortized cost
using the EIR method. Portion of interest-bearing loans and borrowitfysnaturity of twelve
(12) months or less after the financial reporting date isifiesss current and the remaining is
classified as noncurrent. Gains or losses are recognized in the statement eheosipe income
when the liabilities are derecognized as well as through the amortizati@sgroc

Fair Value

Fair value is the price that would be received to sell an asgeid to transfer a liability in an
orderly transaction between market participants at the measuretla¢e. The fair value
measurement is based on the presumption that the transaction tioesa#iset or transfer the
liability takes place either:

¥ In the principal market for the asset or liability, or
¥ Inthe absence of a principal market, in the most advantageous market foetter dability

The principal or the most advantageous market must be accessiplhtoGroup. The fair value
of an asset or a liability is measured using the assumptiatgsrarket participants would use
when pricing the asset or liability, assuming that market paatits act in their economic best
interest.

A fair value measurement of a non-financial asset takes dctmuat a market participant's ability
to generate economic benefits by using the asset in its higheddiest use or by selling it to
another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the d¢anoessand for which
sufficient data are available to measure fair value, makgithe use of relevant observable
inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measuoe disclosed in the financial statements
are categorized within the fair value hierarchy, describelisas, based on the lowest level
input that is significant to the fair value measurement as a whole:

¥ Level 1 - Quoted prices in active markets for identical asset or liability

¥ Level 2 - Those involving inputs other than quoted prices included in Levkhtlare
observable for the asset or liability, either directly (asgs)ior indirectly (derived
from prices)

¥ Level 3 - Those with inputs for asset or liability that are naebaon observable market date
(unobservable inputs)

For assets and liabilities that are recognized in the contadifiaancial statements on a recurring
basis, the Group determines whether transfers have occurred bésveds in the hierarchy by
re-assessing categorization (based on the lowest level inpusthignificant to the fair value
measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Group has determassgglof assets and liabilities
on the basis of the nature, characteristics and risks of theoadkdility and the level of the fair
value hierarchy as explained above.
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Other Comprehensive Income (OCI)

OCI comprises items of income and expense (including items préviptessented under the
consolidated statements of changes in equity) that are notnieedgin the consolidated
statements of income for the year in accordance with PFRS.

Capital Stock
Ordinary or common shares are classified as equity. The procemdsttie issuance of the

ordinary or common shares are presented in equity as capital stihekextent of the par value of
issued shares.

When the shares are sold at premium, the difference betwegmoteeds and the par value is
credited to OAdditional paid capital® account. Direct costs incurred related titydgsuance are
chargeable to OAdditional paidcapital® account. If additional paidcapital is not sufficient, the
excess is charged against retained earnings.

Dividends

Dividend distribution to the Groups stockholders is recognized as a liabilitthe consolidated
financial statements in the period in which the dividends are approwetiared by the Grodps

BOD. Dividends are recognized as a liability and deducted frontyegphien they are approved
by the stockholders of the Group. Dividends for the year that are appabtez the reporting
period are dealt with as an event after the reporting period.

Cumulative Translation Adjustments

This arises from exchange differences arising on a monetanytligt forms part of the Group's
net investment in a foreign operation. In the consolidated financignstats, such exchange
differences shall be recognized initially in OCI. On the dispa$aa foreign operation, the
cumulative amount of the exchange differences relating to theigfooperation, recognized in
OCI and accumulated in the separate component of equity, shall besifietl from equity to

profit or loss when the gain or loss on disposal is recognized.

Retained Earnings (Deficit)

Retained earnings represents the cumulative balance of periodiccoete or loss to the Parent
CompanyOs equihplders, dividend distributions, prior period adjustments and effect ofjeban
in accounting policy and other capital adjustments. When retainechgaraccount has a debit
balance, it isalled ODeficitO. A deficit is not an asset but a deduction from equity.

Revenue Recognition

Revenue is recognized to the extent that it is probable thactmmic benefits will flow to the
Group and the amount of revenue can be reliably measured. The Group hadexbtitét it is the
principal in all of its revenue arrangements since it ispghmary obligor in all the revenue
arrangements, has pricing latitude and is also exposed to ceddit Tihe following specific
recognition criteria must also be met before revenue is recognized:

Sale of goods

Revenue from the sale of goods in the course of ordinary courséwiexcis measured at the
fair value of the consideration received or receivable, nettofn® trade discounts and volume
rebates. Revenue from sale of goods is recognized when #illtiveing conditions are satisfied:

¥ the Group has transferred to the buyer the significant risks aratdewf ownership of the
goods;

¥ the Group retains the continuing managerial involvement to the degmedly associated with
ownership nor effective control over the goods sold;
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¥ the amount of revenue can be measured reliably;

¥ itis probable that the economic benefits associated with the transactifiowib the Group;
and

¥ the costs incurred or to be incurred in respect of the transaction can be measabiyd reli

Rental
Revenue is recognized based on a straight-line basis oveertheof the lease agreement.
Contingent revenue is recognized in the period in which the contingent event occurs.

Interest

Revenue is recognized as interest accrues (using the Hifodnthat is the rate that exactly
discounts estimated future cash receipts through the expectefitlie financial instrument to the
net carrying amount of the financial asset).

Expenses
Expenses are decreases in economic benefits during the accqantowyin the form of outflows

or decrease in assets or incurrence of liabilities that rigsditcreases in equity, other than those
relating to distributions to equity participants.

Costs of sales
Costs of sales are recognized when the goods are sold to thmersstcost of sales includes the
cost of inventories. Cost of services are recognized when the relategsdrave been rendered.

General, administrative and selling expenses
Expenses incurred in the direction and general administrationyefoetday operations of the
Group are generally recognized when the service is used or the expesse aris

Other income (charges) B
Other income (charges) include other income anckresgs which are incidental to the GroupOs
business operations and are recognized in the consolidated statement of income.

Discontinued Operations

A discontinued operation is a component of an entity that either heas disposed of, or is
classified as held for sale, and (a) represents a sepaagieline of business or geographical area
of operations, (b) is a part of a single coordinated plan to dispasanaior line of business of
geographical area of operations or (c) is a subsidiary acquired exclusitlely wew to resale.

The related results of operations and cash flows of the disposalthaiugualify as discontinued
operations are separated from the results of those that woulddened principally through
continuing use, and the prigearsO consolidated statement of income and consolitktimuent
of cash flows are re-presented. Results of operations and cashdiale disposal group that
qualify as discontinued operations are presented in statement of irsaingtatement of cash
flows as items associated with discontinued operations.

Related Party Relationships and Transactions

Related party relationship exists when one party has thayatoilcontrol, directly, or indirectly

through one or more intermediaries, the other party or exesigiséicant influence over the other
party in making financial and operating decisions. Such relationshopeaists between and/or
among entities, which are under common control with the reportingpests and its key
management personnel, directors, or its shareholders. In considerihg related party

relationship, attention is directed to the substance of the relaijiorend not merely the legal
form.
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Leases

Determination of whether an arrangement contains a lease

The determination of whether an arrangement is, or contains aideagged on the substance of
the arrangement and requires an assessment of whether the dulfilbdh the arrangement is
dependent on the use of a specific asset or assets and theraeringenveys a right to use the
asset. A reassessment is made after inception of the lease only if onéodibthieg applies:

(a) there is a change in contractual terms, other than a renewaxtension of the
arrangement;

(b) a renewal option is exercised or extension granted, unlesdetima of the renewal or
extension was initially included in the lease term;

(c) there is a change in the determination of whether fulfillmeedependent on a specified asset;
or

(d) there is a substantial change to the asset.

Where a reassessment is made, lease accounting shall comonerase from the date when the
change in circumstances gave rise to the reassessment faicscna (c) or (d) above, and at the
date of renewal or extension period for scenario (b).

Finance lease commitments - Group as a lessee

The Group has entered into commercial leases of transportation egftbwsing equipment. The
Group has determined that it acquires all the significant rissrewards of ownership on these
equipment and therefore accounts for these under finance lease.

Operating lease commitments - Group as a lessee

Leases where the lessor retains substantially all theaiskbenefits of ownership of the asset are
classified as operating leases and finance leases. Opdeatiggpayments are amortized as an
expense in consolidated statement of income on a straight-line basis oveséherea

Pension Liability
The net defined benefit liability or asset is the aggregatieeopresent value of the defined benefit

obligation at the end of the reporting period reduced by the faiieval plan assets (if any),
adjusted for any effect of limiting a net defined benefit asstite asset ceiling. The asset ceiling
is the present value of any economic benefits available inotine ¢f refunds from the plan or
reductions in future contributions to the plan.

The cost of providing benefits under the defined benefit plans is thpaietermined using the
projected unit credit method.

Defined benefit costs comprise the following:

¥ Service cost
¥ Net interest on the net defined benefit liability or asset
¥ Remeasurements of net defined benefit liability or asset

Service costs which include current service costs, past sarwits and gains or losses on non-
routine settlements are recognized as expense in profit or Resst service costs are recognized
when plan amendment or curtailment occurs. These amounts are tedlgodaiodically by
independent qualified actuaries.
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Net interest on the net defined benefit liability or asséthiéschange during the period in the net
defined benefit liability or asset that arises from the passégene which is determined by
applying the discount rate based on government bonds to the net definetl lizdmiléfi or asset.
Net interest on the net defined benefit liability or asset éegrized as expense or income in
profit or loss.

Remeasurements comprising actuarial gains and losses, returmasspéds and any change in
the effect of the asset ceiling (excluding net interest omeléfbenefit liability) are recognized
immediately in other comprehensive income in the period in which dhieg. Remeasurements
are not reclassified to profit or loss in subsequent periods.

The GroupOs right to be reimbursed of some or all of the expendijuieed to settla defined
benefit obligation is recognized as a separate asset ratvdhie when and only when
reimbursement is virtually certain.

Basic/Diluted Earnings Per Share

Basic Earnings Per Share (EPS)

Basic EPS amounts are calculated by dividing the net income ahibuio ordinary equity
holders of the parent by the weighted average number of ordinarg shastanding, after giving
retroactive effect for any stock dividends, stock splits or reverse gititkduring the year.

Diluted EPS

Diluted EPS amounts are calculated by dividing the net income #bibuto ordinary equity
holders of the Group by the weighted average number of ordinary shasésnding, adjusted for
any stock dividends declared during the year plus weighted average number of ordireryhstia
would be issued on the conversion of all the dilutive ordinary shatesordinary shares,
excluding treasury shares.

Income Taxes

Current income tax

Current income tax assets and liabilities for the current ammat pgriods are measured at the
amount expected to be recovered from or paid to the taxation iiethorThe tax rates and tax
laws used to compute the amount are those that are enacted ontsrddgtanacted at the end of
the reporting period.

Current income tax relating to items recognized directly incthvesolidated statement of changes
in equity is recognized in equity and not in the consolidated stateshémtome. Management
periodically evaluates positions taken in the tax returns wispe to situations in which
applicable tax regulations are subject to interpretation and isk&bl provisions where
appropriate.

Deferred tax

Deferred tax is provided using the balance sheet liabilithatkbn temporary differences at the
end of reporting period between the tax bases of assets anitidglaihd their carrying amounts
for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporafgréifices, except:
¥ where the deferred tax liability arises from the initiaognition of goodwill or of an asset or

liability in a transaction that is not a business combination drttiegime of the transaction,
affects neither the accounting profit nor taxable profit or loss; and



-23-

¥ in respect of taxable temporary differences associated wigistiments in foreign subsidiaries
and interests in joint ventures, where the timing of the relvefsghe temporary differences
can be controlled and it is probable that the temporary differentkesot reverse in the
foreseeable future.

Deferred tax assets are recognized for all deductible tenypdiféerences, carryforward benefits
of unused tax credits and unused tax losses, to the extent thatoba&ble that taxable profit will
be available against which the deductible temporary differeacésthe carryforward benefits of
unused tax credits and unused tax losses can be utilized except:

¥ where the deferred tax asset relating to the deductible terppdifeerence arises from the
initial recognition of an asset or liability in a transacttbat is not a business combination
and, at the time of the transaction, affects neither the accoyfit nor taxable profit or
loss; and

¥ in respect of deductible temporary differences associated withstiments in foreign
subsidiaries and interests in joint ventures, deferred tax assets arezedagy to the extent
that it is probable that the temporary differences will reven the foreseeable future and
taxable profit will be available against which the temporary differeree$e utilized.

The carrying amount of deferred tax assets is reviewedcht exad of the reporting period and
reduced to the extent that it is no longer probable that sufficigable profit will be available to
allow all or part of the deferred tax asset to be utilizediretbgnized deferred tax assets are
reassessed at the end of each reporting period and are recogrtizecxtent that it has become
probable that future taxable profit will allow the deferred tax asset tacbeared.

Deferred tax assets and liabilities are measured at xheties that are expected to apply to the
year when the asset is realized or the liability is setilaged on tax rates (and tax laws) that have
been enacted or substantively enacted at the end of each reporting period.

Deferred tax liabilities are not provided on non-taxable tempadéferences associated with
investments in domestic subsidiaries, associates and intergshti ventures. With respect to
investments in other subsidiaries, associates and interestativgoitures, deferred tax liabilities
are recognized except when the timing of the reversal of the targpdifference can be
controlled and it is probable that the temporary difference willragerse in the foreseeable
future.

Deferred tax relating to items recognized outside consolidateement of income is recognized
outside consolidated statement of income. Deferred tax itemeagnized in correlation to the
underlying transaction either in other income or directly in equity.

Deferred tax assets and deferred tax liabilities aretoffse legally enforceable right exists to set
off current tax assets against current tax liabilities anddfierred taxes relate to the same taxable
entity and the same taxation authority.

Segment Reporting

For management purposes, the Group is organized into operating segatendsng to the nature
of the sales and the services provided, with each segment representitepa gitesiness unit that
offers different products and serves different markets. Finaimé@mation on business segments
is presented in Note 27 to the consolidated financial statements.
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Provisions

Provisions are recognized when the Group has a present obligationoflegmstructive) as a
result of a past event, it is probable that an outflow of resources embodgimanac benefits will

be required to settle the obligation and a reliable estinetebe made of the amount of the
obligation. If the effect of the time value of money is matepadyisions are made by discounting
the expected future cash flows at a pre-tax rate that ieflactent market assessments of the time
value of money and, where appropriate, the risks specific to thatfiabiWhere discounting is
used, the increase in the provision due to the passage of time is recognized assirexptense.

Where the Group expects some or all of a provision to be resmthuthe reimbursement is
recognized as a separate asset but only when the reimburssmietntally certain. The expense
relating to any provision is presented in the consolidated stateofieimcome, net of any
reimbursement.

Contingencies
Contingent liabilities are not recognized in the consolidated finhrstatements. These are

disclosed in the notes to the consolidated financial statemenss uh&e possibility of an outflow
of resources embodying economic benefits is remote. Contingerg assetot recognized in the
consolidated financial statements but disclosed when an inflow of economic benpfibable.

Events after the Reporting Period

Post yearend events that provide additional information about the GroupOsmpasithe end of

reporting period (adjusting events) are reflected in the consolidiat@acial statements. Post
year-end events that are not adjusting events are disclosed in tisetmdiee consolidated
financial statements when material.

Significant Accounting Judgments, Estimates and Assumptions

The consolidated financial statements prepared in accordance VR feRfuires management to
make judgments, estimates and assumptions that affect the ameported in the consolidated
financial statements and related notes. Future events maywvatichrwill cause the assumptions
used in arriving at the estimates to change. The efféetsy change in estimates are reflected in
the consolidated financial statements as they become reasonably ddilermina

Judgments, estimates and assumptions are continually evaluatedeabdsad on historical
experience and other factors, including expectations of future setleat are believed to be
reasonable under the circumstances. However, actual outcome can differefseragtimates.

Judgments B
In the process of applying the GroupOs accounting policies, managemeideahe following

judgments, apart from those involving estimations, which has the sigsticant effect on the
amounts recognized in the consolidated financial statements:

Going concern

The GroupOs management has made an assessment of the GratyptOscahbtinue as a going
concern and is satisfies that the Group has resources to continuauieess for the foreseeable
future. Therefore, the consolidated financial statements continue prepared on the going
concern basis.
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Determining functional currency

Based on the economic substance of the underlying circumstancesntdie the Group, the
functional currency of the Group has been determined to be the Philjgsone Each subsidiary
in the Group also determines its own functional currency. The @unaiticurrency of the

subsidiaries in the Group is also the Philippine peso. The functionahcy is the currency of
the primary economic environment in which the Group and its subsidigrerates. It is the
currency that mainly influences the costs and expenses, in which flenddinancing activities

are generated, and in which receipts from operating activities aeeadg retained.

Determining finance lease commitments - group as a lessee

The Group has entered into commercial leases of machineries apdnegui The Group has
determined that it acquires all the significant risks and mésvaf ownership on these equipment
and therefore accounts for these under finance lease.

Estimates and Assumptions

The key estimates and assumptions concerning the future and other kegssoluestimation
uncertainty as at the end of the reporting period, that have thesigosdicant risk of causing a
material adjustment to the carrying amounts of assets within the nextidingeear are as follows:

Assessing recoverability of advances to a stockholder

The Group conducts a regular review and evaluation of the recoutgrabthe amounts due from
a major stockholder. The evaluation of management is based on thes fwbraffect the
collectibility of the account. These factors include, but are natdd to, historical collection and
the capability of the stockholder to pay the amounts outstanding.

No provision for impairment losses was recognized in 2017, 2016 and 2015.rMihegcaalues
of current portion of advances to stockholder amounted to B694.04 million7@2Bmillion as
at March 31, 2017 and December 31, 2016, respectively, while the noncurréoh fomth
amounted to nil as at March 31, 2017 and December 31, 2016, respectively (see Note 16).

Estimating allowance for impairment losses on trade and other rabkig and advances to
related parties
The Group maintains an allowance for impairment losses on trade la@d reteivables and
advances to related parties at a level considered adequatevidepfor potential uncollectible
receivables. The level of this allowance is evaluated by gement based on the factors that
affect the collectibility of the accountShese factors include, but are not limited to, the GroupOs
relationstip with its customer, customerOs current credit status and othen kmanket factors.
The Group reviews the age and status of receivables and identifies ackatiate to be provided
with allowance either individually or collectively. When theoGp determines that a specific
account or group of accounts continue to be impaired or can no longer baeddoased on its
regular review and assessment and after exhausting all aetimhsneans to recover, these
specifically identified accounts are written-off.

The amount and timing of recorded expenses for any period would diffee Group made
different judgment or utilized different estimates. An inceeas the GroupOs allowance for
impairment losses will increase the GroupOs recorded expmmbeecrease trade and other
receivables and advances to related parties.
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Provision for impairment losses on receivables both amounted to nil for e parch 31, 2017

and 2016, respectively, while receivables written-off directly from tisewunts, amounted to nil in
2017 and 2016. The carrying values of trade and other receivables amounted to B96mandill
R106.94 million, net of allowance for impairment losses of B75.66omi#ls at March 31, 2017
and December 31, 2016, respectively (see Note 5).

Estimating impairment losses on other current and noncurrerdtass

The Group provides allowance for impairment losses on other cugsgtsand noncurrent assets
when they can no longer be realized. The amounts and timing of re@xgeses for any period
would differ if the Group made different judgments or utilizededtdht estimates. An increase in
allowance for impairment losses would increase recorded expandefecrease its other current
assets and other noncurrent assets.

There were no provision for impairment losses onGheupOs other current assets for the period
March 31, 2017 and 2016. Other current assets directly written off aetbtmnil for the period
March 31, 2017 and 2016. The carrying values of its other current assetsitad to B95.96
million and B89.33 million as at March 31, 2017 and December 31, 2016, respe¢seelNote
7).

There were no provision for impairment losses on the GroupOs other eoinasset in 2017 and
2016. Other noncurrent assets directly written off amounted to nil in 20d2016. The carrying
values of other noncurrent assets amounted to B240.97 million and B240.50 aslid March
31, 2017 and December 31, 2016, respectively (see Note 11).

Estimating impairment of property and equipment

The Group assesses impairment on property and equipment whenever @vehtnges in
circumstances indicate that the carrying amount of an assehonde recoverable. The factors
that the Group considers important which could trigger an impairmeniew include the
following:

¥ Significant underperformance relative to expected historical ojegied future operating
results;

¥ Significant changes in the manner of use of the acquired assédis etrategy for overall
business; and

¥ Significant negative industry or economic trends.

These assets are reviewed for impairment whenever eventargyeshin circumstances indicate
that the carrying amount may not be recoverable. An impairmentwosfd be recognized
whenever evidence exists that the carrying value is not reddaeer For purposes of assessing
impairment, assets are grouped at the lowest levels for wigch are separately identifiable cash
flows.

In determining the present value of estimated future cash flopectad to be generated from the
continued use of the assets, the Group is required to make estandtessumptions that can
materially affect the consolidated financial statements.

An impairment loss is recognized and charged to earnings if skewdited expected future cash
flows are less than the carrying amount. Fair value is estimated by diagathetexpected future
cash flows using a discount factor that reflects the market rate for @desistent with the period
of expected cash flows.
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The aggregate net book values of property and equipment amounted to B597 A6 anidli
B609.04 million, net of accumulated depreciation of B452.10 million and R43@IR$ras at
March 31, 2017 and December 31, 2016, respectively (see Note 9).

Estimating useful lives of intangible assets

The Group estimates the useful lives of its computer softvilemechise and certain trademark
based on the period over which the assets are expected to lablaviait use. The Group reviews
only when there is an indicator of change in the estimated residisds and useful lives of
intangible assets based on factors that include asset idilizatternal technical evaluation,
technological changes, environmental and anticipated use of thes dempered by related
industry benchmark information. It is possible that future restiltgerations could be materially
affected by changes in the GroupOs estimates brabight by changes in the factors mentioned.
A reduction in the estimated residual values and useful livastarigible assets would increase
the recorded amortization expense and decrease intangible assets.

The carrying values of computer software amounted to B0.64omidind B0.76 million as at
March 31, 2017 and December 31, 2016, respectively (see Note 10).

Estimation of impairment of goodwill and certain trademarks

The Group reviews the carrying values of goodwill and certain trademfor impairment
annually or more frequently, if events or changes in circumstandiesite that the carrying value
may be impaired. Impairment is determined for other intangitdgets by assessing the
recoverable amount of the CGU or group of CGUs to which the tradtsmelate. Assessments
require the use of estimates and assumptions such as market evandtioends, discount rates,
future capital requirements and operating performance. If theveestodle amount of the unit
exceeds the carrying amount of the CGU, the CGU and the goodwill aetrtarks allocated to
that CGU shall be regarded as not impaired. Where the retdeen@mount of the CGU or group
of CGUs is less than the carrying amount of the CGU or group &fsG@& which goodwill and
trademarks has been allocated, an impairment loss is recognized.

Impairment of goodwill recognized in the consolidated statement of m@mounted to nil in
2017 and 2016, while the impairment of trademarks recognized in the idansdlstatement of
income amounted to nil in 2017 and 2016 (see Note 10).

Estimating pension costs

The costs of defined benefit pension plans and the present valuengibrpebligation are
determined using actuarial valuations. The actuarial valuation irsolwaking various
assumptions. These include the determination of the discount rate® $afary increases,
turnover rate and future pension increases. Due to the complexitg géluation, the underlying
assumptions and its long-term nature, defined benefit obligations are hightivednsthanges in
these assumptions. All assumptions are reviewed at each repdati|ng In determining the
appropriate discount rate, management considers the market yiefgisvemment bonds with
terms consistent with the expected employee benefit payotieas af the reporting period. The
mortality rate is based on publicly available mortality talded is modified accordingly with
estimates of mortality improvements. Future salary ineeasd pension increases are based on
expected future inflation rates for the specific county.

Retirement benefit cost amounted to nil and B1.26 million in 2017 and 2016¢tigspe while
pension liability amounted to B9.61 million as at March 31, 2017 and Deceg&ihe2016,
respectively (see Note 21).
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Assessing recoverability of deferred tax assets

The Group reviews the carrying amounts of deferred tax agseastaend of the reporting period
and reduces the amounts to the extent that it is no longer probabkufficient taxable income
will be available to allow all or part of the deferred tax assets to beeuwtili

Deferred tax assets recognized by the Group amounted to niVegat 31, 2017 and December
31, 2016, respectively (see Note 22).

The Group has temporary difference amounting to B361.06 million as ahN8dr, 2017 and
December 31, 2016, respectively, for which no deferred tax assetea@gnized because it is
more likely than not that the carryforward benefit will notrealized on or prior to its expiration
(see Note 22).

Contingencies

The Group has contingent liabilities which are either pending dedioie courts or being
contested, the outcome of which is not presently determinable. ¢pithien of management and
its legal counsel, the eventual liability under these claina)yf will not have material or adverse
effect on the financial statements. The information usually reduby PAS 37 Provisions,
Contingent Liabilities and Contingent Asseis not disclosed on the grounds that it can be
expected to prejudice the outcome or the GroupOs position with respect to these matter

4. Cash
2017 2016
Cash on hand B1,912,211 B2,096,073
Cash with banks 24,395,961 21,658,772

P26,308,172 P23,754,845

Cash with banks earn interest at the respective bank deposit laterest income earned from
cash with banks amounted to P1,752 and B1,461 in 2017 and 2016, respectively.

5. Trade and Other Receivables net

2017 2016

Trade receivables P118,193,214 B129,458,847
Deposit to suppliers 5,995,694 5,995,694
Others 47,964,515 47,145,332
172,153,423 182,599,873

Less allowance for impairment losses 75,658,457 75,658,457

P96,494,966 P106,941,41¢

Trade receivables are noninterest-bearing and are generally due maddddle. These are
generally settled through cash payment or application of customer3g.dep

Other receivables include receivables from previous related parties.
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Movements in allowance for impairment losses pertaining to trade receiaablas follows:

2017 2016
Beginning balances B75,658,457 B70,311,653
Provision (Note 19) b 11,283,045
Write off 1) (5,936,241
Ending balances B75,658,457 B75,658,457

The CompanyOmpaired trade receivables have been specifically identified. eiReoles that
were written-off directly from the accounts amounted to nil in 201728, respectively, which
was recorded under @@r expense - nétin the consolidated statements of inc{gae Note 20).

Inventories
2017 2016

At cost:
Vegetables and fruits P19,809,762 B21,499,320
Packaging materials and other supplies 6,546,523 6,546,524

P26,356,285 P28,045,844

Inventories are measured at cost since it is lower than the net realizable value

There were no purchase commitments, accrued net losses andomofdsiimpairment losses on
inventories as at March 31, 2017 and 2016.

Prepayments and Other Current Assets

2017 2016
Input VAT B68,503,940 B66,077,437
Deposits 23,555,914 19,057,918
Prepaid insurance 2,237,201 2,479,201
Prepaid income taxes 1,486,745 1,544,745
Others 174,184 174,184

P95,957,984 P89,333,485

Input tax represents the VAT paid on purchases of applicable goods aidsenet of output
tax, which can be recovered as tax credit against futudeatzkty of the Group upon approval by
the Philippine Bureau of Internal Revenue (BIR) and/or the Philippine Bureau of Customs

Deposits include advance payments to suppliers that represent agwyment for future
delivery of goods and performance of services.

Prepaid insurance refers to insurances of vehicles and equipment wighicrin advance and
which will be amortized within twelve (12) months after the end of the finangaltiag date.

Prepaid income taxes pertains to excess corporate income tax paa®rsoup and is expected to
be utilized as payment for income taxes within 12 months after reporting period.
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No provision for impairment losses was recognized in 2017 and 2016. The Gas written-off
other current assets amounting to nil in 2017 and 2016, as managemasséssed that the said
prepayments and other current assets are deemed unrecoverable (see Note 20).

Deposit for Future Investment

ANI entered into a purchase agreement with a third party in Septe2016 involving the
purchase of 49% equity interest in Zongshan Fucang Trade Co. Ltdan(fua company
registered in China. Fucang is engaged in agri commodity tratidgvith investments in real
estate development and agri trading. ANl made a deposit for dngsaion of 49% equity
investment in Fucang amounting to RMB42.63 million or B308.2 million, sutgebe fulfilment
of conditions precedent as set forth in the agreement of thesp#dseat December 31, 2016 and
to date, certain conditions precedent as set forth in theragntéare still in the process of being
finalized. This account is reflected as deposit for future invesstnm the 2016 consolidated
statement of financial position.
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9. Property and Equipment

March 31, 2017:

Store and Delivery and Office
warehouse transportation Machinery and furniture Leasehold
Land Building equipment equipment equipment  and fixtures improvement Total
Cost:

Balances at January 1 P149,152,33C PR117,141,942 PBR112,702,80¢ P33,491,893 P491,166,24S¢ PR38,651,725 PR103,112,141 P1,045,419,08¢
Additions b b b 418,500 b b 3,450,768 3,869,268
Disposals 15) 15) 15) 15) 15) (26,667) 15) (26,667)
Reclassifications b b b b b b b
Effect of deconsolidation due

to loss of control (Note 26) b b b b b b b b
Balances at December 31 149,152,330 117,141,942 112,702,809 33,910,393 491,166,249 38,625,058 106,562,909 1,049,261,69C

Accumulated depreciation
and amortization:

Balances at January 1 b 36,627,486 69,556,445 23,617,329 184,429,987 30,287,847 91,857,647 436,376,741
Depreciation and amortization

(Notes 16 and 17) b 1,455,217 2,862,715 446,065 8,874,862 379,788 1,721,622 15,740,269
Reclassifications b b b b b b b b
Disposals b b b b b (16,614) b (16,614)
Effect of deconsolidation due

to loss of control (Note 26) b b b b b b b b
Balances at December 31 b 38,082,703 72,419,160 24,063,394 193,304,849 30,651,021 93,579,269 452,100,396

Net book values P149,152,33C  PB79,059,239  P40,283,649 P9,846,999 P297,861,40C P7,974,037 P12,983,640 P597,161,294




December 31, 2016:
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Store and Delivery and
warehouse transportation Machinery andOffice furniture Leasehold
Land Building equipment equipment equipment  and fixtures improvement Total
Cost:
Balances at January 1 R149,152,33C PR117,141,94z PR110,880,43t PR33,491,892 PR490,860,66C PR31,970,37¢ PR102,605,96¢ R1,036,103,607
Additions b b 710,763 b 1,417,200 9,521,386 506,173 12,155,522
Disposals b b b b b (1,333,900 b (1,333,900
Reclassifications b b 1,111,611 b (1,111,611 b b b
Effect of deconsolidation due
to loss of control (Note 26) b b b b b (1,506,140 b (1,506,140
Balances at December 31 149,152,330 117,141,942 112,702,809 33,491,893 491,166,249 38,651,725 103,112,141 1,045,419,08¢
Accumulated depreciation
and amortization:
Balances at January 1 b 30,543,902 59,904,241 21,619,623 145,423,952 27,085,430 84,600,633 369,177,781
Depreciation and amortization
(Notes 16 and 17) b 6,083,584 8,540,593 1,997,706 40,117,646 5,364,041 7,257,014 69,360,584
Reclassifications b b 1,111,611 b (1,111,611 b b b
Disposals b b b b b (793,250 b (793,250
Effect of deconsolidation due
to loss of control (Note 26) b b b b b (1,368,374 b (1,368,374
Balances at December 31 b 36,627,486 69,556,445 23,617,329 184,429,987 30,287,847 91,857,647 436,376,741
Net book values P149,152,33C P80,514,45€¢ P43,146,364 P9,874,564 P306,736,262 8,363,878 PR11,254,494 P609,042,34¢
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Fully depreciated property and equipment are retained in the bookthagtdre no longer in use.
As at March 31, 2017 and December 31, 2016, the cost of fully depre@ebperty and
equipment still being used in operations amounted to B110.91 millictailCassets are covered
by insurance such as delivery and transportation equipment and buil@ogss.of land and
building located in Pulilan, Bulacan amounting to B23.85 million is usedcadlateral for certain
loans and borrowings (see Note 13).

In December 2015, the Company reclassified commercial condominiurs amibunting to
B8.69 million which was initially classified as an investmenatperty used for capital appreciation
and measured using cost model. Management decided to use its condoomiigiras owner-
occupied property for general and administrative use. As such, thstrimer@ property was
reclassified in 2015 to property and equipment amounting to B8.69 mulierof accumulated
depreciation of B4.91 million.

As at March 31, 2017 and December 31, 2016, property and equipment held under ligaaec
amounted to B30.23 million (see Note 25).

10.

Intangible Assets

Computer Software
The compositions of computer software are as follows:

2017 2016
Cost:
Beginning balances B7,535,160 B7,535,160
Additions b b
Ending balances 7,535,160 7,535,160
Accumulated amortization:
Beginning balances 6,772,064 6,293,040
Amortization (Note 18) 118,513 479,024
Ending balances 6,890,577 6,772,064
Net book values B644,583 B763,096
Franchise

On January 17, 2011, the Group entered into addscensing Agreement with TullyOs Coffee
International Pte. Ltd. for the operation of coffee shops and sale felecpfoducts under the
brand OTullyOsO. The term of the license is for a period(@Djeyears but maybe extended for
another 10 years. Under the agreement, the Group paid $200,000 equivalent toiF8rDasha
sign-up fee.



-34-

The net book values of the franchise account amounted to B3.40 miltioB3262 million as of
March 31, 2017 and December 31, 2016, respectively, net of accumulatdikatioor of B5.66
million and B5.43 million in 2017 and 2016.

Goodwill

The goodwill of the Group is attributable mainly to the busiresgiisitions made in prior years

to expand the&Sroup® operations. The net carrying values of the goodwill as of March 31, 2017
and December 31, 2016 amounted to nil. These balances are net ofligderkgbgnized from

the consolidated accounts amounting to B76.75 million and nil in 2015 and 2@lresdlt of
disposal of the entities where the goodwill relate to. Provigioimipairment losses on goodwill
amounted to nil in 2017 and 2016.

Trademark

The trademark includes that related to the acquisition of TBC, Inc. in 2011. Duriagaisition

of TBC, net assets acquired includes trademark for the use of OThe B I@hitd, amounting to
R200 million which was included in the purchase pritiee net carrying value of the GroupOs
trademark account amounted to B175.00 million and BR177.50 million asrofi @4, 2017 and
December 31, 2016, respectively, net of amortization amounting to B17l&hrand B12.50
million in 2017 and 2016, respectively.

11.

Other Noncurrent Assets

2017 2016
Advances and deposits B132,041,113 B132,041,11%
Advances for land acquisition 95,333,628 95,333,628
Rental deposits and others 13,596,510 13,216,673

P240,971,251 P240,591,414

Other noncurrent assets are noninterest bearing and will beecedlizlve months after the
reporting period. Advances and deposits were made for future gilmstof shares of stock of a
third party. Advances for land acquisitions are payments made foe fdelivery of a land
acquisition. Rental deposits and others include rental deposits matie Brdup on the leased
properties amounting to about B8.0 million which can be applied as payalents at the end of
the leased term.

12.

Trade and Other Payables

2017 2016
Trade payables B367,737,956¢ B398,621,53C
Accrued expenses 17,403,678 19,585,474
CustomersO deposits 13,519,839 15,552,447
Withholding tax payable 375,825 483,874
Others 27,337,212 27,337,212

P426,374,51C P461,580,537

The Groudrade and other payables include payables to suppliers which are mestibearing
and due on demand.
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Accrued expenses consist of accrued salaries, rentalsestilitterests and other expenses which
are usual in the business operations of the Group. This accouninellsdes accrual for
professional fees that were already incurred but unpaid. These gmyakel generally settled
within twelve (12) months from end of the reporting period.

CustomersO desit pertains to advanced payments of customers for goods to be purchased.

Withholding tax payable includes taxes withheld from salariesngbl@yees which will be
remitted in the next month.

Others represent other operating expenses that are payable to variousssapgleantractors.

13.

Loans and Borrowings and Redeemable Convertible Loan

2017 2016

Foreign Currency
Bank 1 P113,123,997 B113,123,997
Bank 2 106,281,561 107,287,271

Peso Currency

Bank 3 348,900,000 349,800,000
Bank 4 213,400,000 213,400,000
Bank 5 89,400,000 90,000,000
Bank 6 47,650,000 49,150,000
Bank 7 43,000,000 43,350,000
Others 10,914,304 10,914,304
972,669,862 977,025,572
Less long-term portion 109,641,312 109,641,312
Current portion B863,028,55C PB867,384,26(

Foreign Currency Loans

Bank 1

The Parent Company has a current loan facility from Bank 1 ichnhiavailed a USD loan,
bearing an interest rate of 5.8% to 6.3% per annum, with the inpagsble on a monthly basis.
The loan is secured with a Surety Agreement in the amount of B150i@nnlly a major
stockholder in case of default by the Parent Company.

Bank 2

The Parent Company acquired a USD loan from Bank 2, bearing an tineeof 3.5% per

annum, with the interest payable on a monthly basis. In 2015, an agteeas entered by the
Parent Company with the bank renegotiating the terms of the loamcip@fi payments of

US$55,000 plus interests are due monthly for thirty five (35) monthigté&ugust 1, 2015 with

the remaining balance payable by the end of tffe 35

Peso Currency Loans

Bank 3

The Parent Company availed various short-term loans from Bank Zjdpearinterest rate of 3%
to 4% per annum, with the interest payable on a monthly basis. o@hes to be repriced every
thirty (30) to one hundred eight (180) days upon mutual agreement of both parties.
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Bank 4

The Parent Company has various short-term loans from Bank 4, whielnpdo its Short-term
Loan Line (STLL), Export Packing Credit Line (EPCL), Trust Reckipées (TR Lines) and other
bank loans that are currently maturing as at the end of the reporting period. The doantehest
rate of 6% per annum, with the interest payable on a monthly basis.

The loans are secured by an existing real estate mortgagésieard and building located in
Pulilan, Bulacan. The aggregate amount of net book values of the land andgbmoitittgage
amounted to B187.67 million.

Bank 5

The Parent Company has an existing credit facility from BaokrBposed of STLL, ECPL, and
TR Lines, bearing interest rate of 5.0% per annum, with intpegsible on a monthly basis and
subject to a monthly repricing based on prevailing rate as detrby the lender. The loans has
terms ranging from ninety (90) to one hundred eight (180) days.

Bank 6

The Parent Company has a current loan facility from Bank 6 wéhsl bearing interest rate of
5.5% per annum, with interest payable on a monthly basis. The loansrimssranging from
thirty (30) to ninety (90) days and is under a Joint Surety Security @Wi§5a major stockholder
and a corporate guaranty from the Parent Company. Upon maturity loftiein January 2016,
a renewal agreement was entered into by the Parent Company to edaihmterm loan with the
same interest rate with monthly repayment of principal until December 2018.

Bank 7

The Parent Company has a current loan facility from Bank 7 wahsl bearing interest rate of
8.5% per annum, with interest payable on a monthly basis. The loartdras af thirty-two (32)
months, and is payable via twenty-four (24) monthly amortization of ipghand interest,
payable from January 2016 to December 2017, inclusive of a grace pegimho{8) months on
the payment of the principal from May 2015 to December 2015.

The schedules of future principal payments for loans mentioned above are as follows:

2018 P863,028,55C
2019 109,641,312
P972,669,862

Interest expense incurred on the above loans amounted to B8.50 midi&8#8 million in 2017
and 2016, respectively.

Redeemable and Convertible Loan

The Parent Company has entered into a note subscription agreemehDetadenber 19, 2013 by
and between Black River Capital Partners Food Fund Holdings (Singaperé}dt The Parent
Company issued a promissory note attached to the agreement amounting to B386.0 mill

Under the same agreement, Black River has the option which mayebesed at any time, and
from time to time, after December 19, 2015, to convert the note in part or in full, tmeo: ei

a. Common shares of the Parent Company at the applicable conversmugpending on the
net income of the Group.

b. Equity shares in New Holding Company equivalent to the Shares, bgggsuthe Parent
Company a notice of conversion.
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In, addition, the Fund shall have the option to require the Parent Compadetmnr the note, in
part or in full for the redemption price (sum of the principal phesinterest accrued on the note
form the issue date until and including the date of the exercise dkeétlemption Option), by
issuing to the Parent Company a notice of exercise of the Reder@gtmn ninety (90) days
prior to the proposed date of redemption. On March 1, 2014, the Parent Compagy iss
additional note subscription agreement amounting to B49.0 millitntivé same party, terms and
conditions.

On February 3, 2015, part of the redeemable and convertible note amoonBa§d.0 million
was used to settle the sale of interest over Tagum Resources Agtribgjusc. to the Fund.

In May 2015, the Fund and a major stockholder of the Parent Company enteradpintchase
agreement for the sale of the remaining balance of the convertible loan tocttetder. In 2016,
the Parent Company and the major stockholder entered into an arrangerpestide for the
offsetting of the outstanding balance of the convertible loan aghmstalance of the advances to
a stockholder (see Note 16).

14.

Capital Stock

2017 2016
Number of Number of
shares Amount shares Amount
Authorized - B1 par value per shai B1,000,000,00(R1,000,000,00C 1,000,000,00C P1,000,000,00C
Issued and outstanding 621,683,570 621,683,570 621,683,570 621,683,570

On July 3, 2014, the Group executed a subscription agreement with @seétmdings, Inc.
(GHI) for 85,990,533 primary common shares of the Group at the isseqii®3 per share or a
total subscription price of B257.97 million resulting to a premiurowrting to B171.98 million,
payable in full upon execution. The subscription was approved by the Boavay 26, 2014.
The 13.8% of the increased capital shares was subscribed and fully paid by GHI in 2014.

15.

Basic/Diluted Loss Per Share

Basic earnings (loss) per share is calculated by dividingehiss attributable to stockholders of
the Group by the weighted average number of ordinary shares in issue during the year.

Loss per share attributable to the equity holders of the Parent Company

2017 2016
Net income from continuing operations
attributable to equity holders of the Parer
Company P6,679,170 P2,533,028
Weighted average number of common share 621,683,570 621,683,570
Basic and diluted loss per share P0.01 P0.004

*The weighted average number of shares takes into attbenveighted average effect of the new
subscriptions during the year.

2017 2016
Number of shares beginning of year P621,683,570 B621,683,570

Weighted average number of shares issued
during the year b b
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Weighted average number of outstanding
common shares B621,683,570 B621,683,570

Loss per share attributable to the equity holders of the Paremip&y from continuing
operations

2017 2016
Net income from continuing operations
attributable to equity holders of the Parer
Company BP6,679,170 B2,533,028
Weighted average number of common share 621,683,570 621,683,570
Basic and diluted loss per share B0.01 P0.004

*The weighted average number of shares takes into attbenveighted average effect of the new
subscriptions during the year.

16. Related Party Transactions

Parties are considered to be related if one party has the abiliirectly, indirectly, control, or
exercise significant influence over the other party in mafimgncial and operating decisions.
Parties are also considered to be related if they are subjexdmmon control or common
significant influence. Related parties may be individuals (being baesnof key management
personnel, significant stakeholders and/or their close family members) penthies and include
entities that are under the significant influence of relatedeganf the Group where those parties
are individuals or any entities that is a related party of the Group.

The GroupOs significant transactiomsl autstanding balances with its related parties as at
December 31, 2016 and 2015 are as follows:

Volume/  Outstanding

Related Parties Year Amount Balance Terms Conditions
Advances to a stockholder

Current 2017 (R14,186,673) B694,042,928 Collectible in cash Unsecured

2016 B85,376,313 R708,229,601 Offsetting with not guaranteec

corresponding payable no impairmen

non-interest bearin

Noncurrent 2017 b b Collectible in cash Unsecured
2016 b b Offsetting with not guaranteec
corresponding payable no impairmen
non-interest bearin
Advances to related parties
Advances to officers and 2017 (B151,345) B764,735 Collectible in cash Unsecured
employees on demand not guaranteec
non-interest bearing no impairment
2016 Bb B916,080 -do- -do-
Under Common Control
Greenergy Holdings, Inc. 2017 760,458 27,673,373 Collectible in cash Unsecured
(GHI) on demand not guarantee(
non-interest bearinc no impairment
2016 26,912,915 26,912,915 -do- -do-
(Forward)
ANI Holland 2017 Pb  PR16,555,369 Collectible in cash Unsecured
on demand not guaranteec

non-interest bearing no impairment
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Volume/  Outstanding
Related Parties Year Amount Balance Terms Conditions
2016 R16,555,369 R16,555,369 -do- -do-
Sunchamp Real Estate 2017 b 87,394 Collectible in cash Unsecured
Development Corp. on demand not guaranteec
non-interest bearing no impairment
2016 87,394 87,394 -do- -do-
Coco Tropics, Inc. 2017 15,000 152,509 Collectible in cash Unsecured
on demand not guarantee(
non-interest bearing no impairment
2016 137,509 137,509 -do- -do-
2017 B624,113 P45,233,380
2017 P43,693,187 P44,609,267
Advances from related parties
Advances from officers and 2017 =15)] =15) Payable in cast Unsecured
Employees on demand not guaranteec
non-interest bearing
2016 b b -do- -do-
Under Common Control
GHI 2017 b 16,233,915 Payable in cast Unsecured
on demand not guaranteec
non-interest bearing
2016 b 16,233,915 -do- -do-
Cheesecake ,etc Inc. 2017 71,181 71,181 Payable in cas Unsecurec
on demanc not guarantee
non-interest bearir
2016 71,18: 71,18: -do- -do-
Earthright Holdings, Inc. 2017 b 4,158,148 Payable in cash Unsecured
on demand; not guarantee(
non-interest bearing
2016 b 4,158,148 -do- -do-
Sunchamp Real Estate 2017 b 8,223,875 Payable in cash Unsecured;
Development Corp. on demand: not guaranteed
non-interest bearinc
2016 b 8,223,875 -do- -do-
ANI Foundation Inc. 2017 338,971 338,971 Payable in cash Unsecured;
on demand; not guaranteed
non-interest bearinc
2016 338,971 338,971 -do- -do-
Agricultural Bank of the 2017 b b Payable in cast Unsecured;
Philippines, Inc. on demand not guaranteed
non-interest bearing
2016 3] 13) -do- -do-
2017 BB  P39,759,361
2016 B19,367,298 P39,759,361

In the normal course of business, the Group has advances to/froed netaties to finance the
operating expenses of the related parties under common controlsanfrathe working capital

requirements of the Group. During the year there were no impairomeatlvances to related
parties. Advances to/from related party are collectible/to hedein cash and non-interest
bearing.
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Advances to a Stockholder

The advances to stockholder are generally collectible in cash, @ttoffswith corresponding
payable. The advances are noninterest-bearing, unsecured, not guaradteedrapairment. In
2015, there were modifications of terms entered into by the Group ajud stackholder,
changing the terms from collectible on demand to settlemehirvattwo (2) - year period. The
balance beyond 12 months under the new terms amounted to B742.57 million. Jnth2017
balances due from the stockholder are all current.

In 2016, the Parent Company and the major stockholder entered into an asangeprovide
for the offsetting of the outstanding balance of the convertible loainsaghe balance of the
advances to a stockholder (see Note 13).

Compensation of Key Management Personnel

The Group considers its President, Executive Vice Prasiaied Chief Finance Officer as key
management personnel. Total remuneration of key managgreesonnel, composed mainly of
short-term employee benefits and provision for eatient benefits for executive officers, were
included under OPersonnel costsO in the statemeatmpfehensive income amountedRt.41
million and B1.67 million in 2017 and 2016, respectivdliiere were no other benefits aside from
the salaries and other short- term benefits.

17. Cost of Sales

2017 2016
Inventories at January 1 B28,045,844 B44,820,529
Purchases and conversion cost 333,104,531 204,146,552
Cost of goods available for sale 361,150,375 248,967,081
Inventories at March 31
(Note 6) (26,356,285) (100,956,131)

P334,794,090 B148,010,950
18. General and Administrative Expenses
2017 2016
Depreciation and amortization
(Notes 9 and 10) P18,585,026 P15,856,421
Personnel costs (Note 19) 13,864,004 13,030,870
Rentals (Note 25) 12,392,736 11,008,892
Freight and handling cost 2,241,240 2,752,129
Taxes and licenses 2,004,696 1,388,010
Communication, light and water 1,862,689 1,489,356
Transportation and travel 734,347 832,211
Repairs and maintenance 618,840 473,581
Supplies 475,856 1,051,918
Advertising 426,926 337,838
Representation and entertainment 265,863 b
Contracted services 250,075 162,045
Professional fees 118,914 149,460
Others 1,304,552 1,701,321
B55,145,764 B50,234,052
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19. Personnel Costs

2017 2016

Salaries and wages P13,016,114 B12,351,969
Retirement benefits costs (Note 21) b b
Other employee benefits 847,890 678,901
13,864,004 13,030,870

20. Other Expense- net
2017 2016
Other expenses

Others P5,554 P36,513
5,654 36,513

Rental income 295,590 221,855
Foreign exchange gain 217,778 58,244
Other income 829,322 10,316,835
1,342,690 10,596,934
Other expense - net B1,337,136 B10,560,421

21. Pension Liability

The Group has unfunded, noncontributory defined benefit pension plans covering suiysadintia
of its employees. Benefits are based lmmémployeeOs years of service and final plan salary.

Under the existing regulatory framework, Republic Act 7641 requing®wsion for retirement
pay to qualified private sector employees in the absence ofeatingmient plan in the entity,
provided hevever that the employeeOs retirement benefits under any colleatya@ining and
other agreements shall not be less than those provided under theh&alawT does not require
minimum funding of the plan.

The following table summarizes the components efision costs recognized in the GroupOs
statements of comprehensive income:

201¢
Charged to profit and loss:

Current service cost P1,011,58
Net interest cost 245,18!
Adjustment due to curtailment E
1,256,77.

Charged (credited) to other comprehensive income:
Net actuarial gains - defined benefit obligation (410,485

P846,28!
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Reconciliation of pension liability recognized in the statements of fingmesition are as
follows:

2017 2016
Balances at beginning of year P9,613,733 B8,767,447
Pension costs b 1,256,771
Amount recognized in other comprehensive inca b (410,485,
Pension liability B9,613,733 B9,613,733

The reconciliation of other comprehensive loss as at December 31, 2016follow

2016
Balances at beginning of year (B5,609,878)
Actuarial gains (410,485)
(6,020,363)

Tax effect 1,806,109
Balances at end of year (B4,214,254)

The cost of defined benefit pension plans and other post-employment infenfieits as well as
the present value of the pension obligation are determined usingalotaluations. The actuarial
valuation involves making various assumptions. The principal assumptiedsirusletermining

pension and post-employment benefit obligations for the defined benefit plans are stwwwn bel

2016
Discount rate 5.60%
Projected salary increase rate 5.00%

The sensitivities regarding the principal assumptions used tsumeethe defined benefit liability
is as follows:

Change in assumption Effect on defined

Assumptions increase (decreast benefit liability

Discount rates +0.50% R48,069
-0.50% (48,069)

Rate of salary increase +0.50% 237,334
-0.50% (237,334

The GroupOs latest actuarial valuation report is as at and for the yebDenember 31, 2016.

Shown below is the maturity profile of the undiscounted benefit payments:

Expected

benefits

payments

Less than one year to five years B140,829
More than five years to 10 years 3,832,529
More than 10 years to 15 years 3,121,240

More than 15 years 131,435,938
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22. Income Taxes

Details of provision for (benefit from) income tax from continuing operatiomasfollows:

2017 2016

Current B1,486,424 B202,225
Deferred (560,275 (131,195
B926,149 B71,030

a. As at December 31, 2016 and 2015, deferred tax liabilities arisdmg pension liability
which is recognized under other comprehensive income amounted to B1,660,536.

No deferred tax assets were recognized on the following dedudtébiporary differences
because management believes that it is not probable that suftiziaiie income will be
available to allow part of the deferred tax assets to be utilized:

2017 2016

NOLCO B524,401,64C B524,401,64C
Provision for impairment losses on

accounts and other receivables 75,658,457 75,658,457

MCIT 48,647,048 48,647,048

Unrealized foreign exchange loss 14,222,168 14,222,168

Pension obligation 3,698,611 3,698,611

P666,627,924 P666,627,924

b. As at December 31, 2016, NOLCO and MCIT of the Group for which resrddftax assets
were recognized are as follows:

Year Incurred Expiration NOLCO Excess MCIT
2016 2019 R151,568,231 R12,788,653
2015 2018 183,429,976 16,388,062
2014 2017 189,403,433 19,470,333

B524,401,64C P48,647,048

The movements in NOLCO are as follows:

2017 2016
Beginning balances B421,781,938 B421,781,938
Additions 151,568,231 151,568,231
Expiration (48,342,337 (48,342,337
Application (606,192 (606,192

Ending balances P524,401,64C PB524,401,64C
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The movements in MCIT are as follows:

2017 2016
Beginning balances P42,518,939 B42,518,939
Additions 12,788,653 12,788,653
Expiration (6,660,544 (6,660,544
Ending balances P48,647,048 B48,647,048

c. The Group did not avail of the optional standard deduction in 2017 and 2016.

23. Financial Risk Management and Capital Management Objectives and Picles

Financial Risk Management Objectives and Policies

The GroupOs principal financial instruments consist of cashetebteash and advances from a
related party. The main purpose of these financial instrumettsfisance the GroupOs normal
course of its operating activities. The Group has various othandial assets and financial

liabilities such as receivables, refundable deposits under OOthentcassetsO and accounts
payable and other liabilities which arise directly from its operations.

The Group is exposed to liquidity risk, credit risk and foreignenay risk. The main objective
of the GroupOs financial risk management is to identify and moaitorigks in an ongoing basis
and to minimize and mitigate such risks.

Liguidity Risk

Liquidity risk is the risk that the Group will be unable to mezp#hyment obligations when they
fall due under normal and stress circumstances. To limit tkethis Group maintains sufficient
cash to meet operating capital requirements. The Group also rsothiomaturities of its
financial assets and financial liabilities and ensures thnasitsufficient current assets to settle the
current liabilities.

The tables below summarize the maturity profile of the Group&rsial liabilitiesand assets as
at March 31, 2017 and December 31, 2016 based on undiscounted payments:

Three to twelve

2017 On demand months One to five years Total
Other financial liabilities
Trade and other payables:
Trade B369,075,093 B17,403,678 BD P386,478,771
Other 27,713,037 b b 27,713,037
Advances from related parties 39,759,361 b b 39,759,361
Loans and borrowings
Principal b 863,028,550 109,641,312 972,669,862
Interest b b 34,755,933 34,755,933
Lease payable b 24,439,176 56,495,691 80,934,867

P436,547,491

P904,871,404

P200,892,936

P1,542,311,831

Financial assets
Cash B26,308,172 BD BD P26,308,172
Trade and other receivables:
Trade 41,395,388 b b 41,395,388
Other 33,312,118 14,652,397 b 47,964,515
Deposits 5,995,694 b b 5,995,694
Advances to related parties 45,233,380 b b 45,233,380
Advances to stockholder 694,042,928 b b 694,042,928
P846,287,680 P14,652,397 =I5 P860,940,077
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On demand

Three to twelve
months

One to five years

Total

Other financial liabilities
Trade and other payables:

Trade B389,452,352 B21,669,178 Bb B411,121,530
Other 27,839,643 b b 27,839,643
Advances from related parties 39,759,361 b b 39,759,361
Loans and borrowings
Principal b 867,384,260 109,641,312 977,025,572
Interest b 205,420 34,755,933 34,961,353
Lease payable b 15,414,585 63,857,064 79,271,649
B457,051,356 B904,673,443 B208,254,309 P1,569,979,10€
Financial assets
Cash B23,754,845 =) =) B23,754,845
Trade and other receivables:
Trade 53,800,390 b b 53,800,390
Other 32,492,935 14,652,397 b 47,145,332
Deposits 5,995,694 b b 5,995,694
Advances to related parties 44,609,267 b b 44,609,267
Advances to stockholder 725,331,543 b b 725,331,543
P885,984,674 B14,652,397 BD B900,637,071

The interest portion of loans payable and redeemable and convertiblelioh amounted to nil
and P14.88 million as at March 31, 2017 and December 31, 2016, respectively,agedunted
for under OTrade and other payablesO (see Riote 1

Credit Risk

Credit risk refers to the potential loss arising from anjurfaiby counterparties to fulfill their

obligations, as and when they fall due. It is inherent to the busiagsstential losses may arise
due to the failure of its customers and counterparties to fliéilt bbligations on maturity periods
or due to adverse market conditions.

The Group has no significant concentration of credit risk with amylesicounterparty or group of
counterparties having similar characteristics. Creditaiskinancial assets which comprise cash,
receivables and refundable deposits included in OOther curren©asssiisg from the default of
the counterparty has a maximum exposure equal to the carryingnamf these financial
instruments.

The table below shows the maximum exposure to credit risk foGtoepOs financial assets,
without taking into account any collateral and other credit enhancemei@t March 31, 2017 and
December 31, 2016:

2017 2016
Cash with banks B24,395,961 P21,658,772
Trade and other receivables 166,157,729 176,604,179
Deposits 5,995,694 5,995,694
Advances to related parties 45,233,380 44,609,267
Advances to stockholder 694,042,928 708,229,601

P935,825,692 PR957,097,51<

The table below summarizes the credit quality of the GroupQOs financiabasseton its
historical experience with the corresponding parties as at March 31, 2017 amdbee&d, 2016:
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Neither past due nor impaired Past due

2017 High Grade Standard Grade or impaired Total
Cash with banks B24,395,961 Bb Bb B24,395,961
Trade and other receivables:

Trade 1,047,310 43,291,183 76,449,341 120,787,834

Other 34,809,284 12,602,092 53,139 47,464,515
Deposits b 5,995,694 b 5,995,694
Advances to related parties b b 45,233,380 45,233,380
Advances to stockholder b 725,331,543 b 694,042,928
Total P60,252,555 P787,220,512 P121,735,860  P935,825,692

Neither past due nor impaired Past due

2016 High Grade Standard Gradt or impaired Total
Cash with banks B21,658,772 Bb Bb B21,658,772
Trade and other receivables:

Trade 9,718,323 43,291,183 76,449,341 129,458,847

Other 34,490,101 12,602,092 53,139 47,145,332
Deposits b 5,995,694 b 5,995,694
Advances to related parties b b 44,609,267 44,609,267
Advances to stockholder b 708,229,601 b 708,229,601
Total P65,867,196  PR770,118570 P121,111,747 B957,097,513

¥ Cash with banks are assessed as high grade since this is depoaitegbutable bank, which

has a low probability of insolvency.

¥ High grade receivables pertain to receivables from employegspeogram partners who
consistently pay before the maturity date. Standard grade reesi\akl receivables that are

collected on their due dates even without an effort from the Groupltovfthem up. Both
high grade and standard grade receivables currently have no history of default.

¥ Advances to related parties are assessed as standard gradbesiGcoup practices offsetting

of receivables and payables.

¥ Refundable security deposits were assessed as standard gridseasre refunded upon

termination or fulfilment of agreement.

Foreign currency risk

The Group is exposed to foreign currency risk on its outstanding focaigency denominated
financial assets and financial liabilities. To address tHe associated with the volatility of the

foreign exchange rate, the Group actively monitors its currency exposures.

The Group has the following US Dollar denominated financial assets and finaauilitieis:

Peso Peso
2017 HKD Equivalent US$ Equivalent
Financial assets:
Cash with banks HK$1,266,667 P8,183,175 US$115,086 B5,776,619
Trade and other receivables 98,948 639,224 653,620 30,623,694
Advances from related parties 1,187,105 7,669,173 b b
2,552,720 16,491,572 768,706 36,400,313
Loans and borrowings:
Trade and other payables HK$930,040 P6,008,172 5,436 272,855
Loans payable b b 4,407,018 219,105,311
930,040 6,008,172 4,412,454 219,378,166

Net financial liabilities HK$1,622,680

P10,483,400(US$3,643,748) (P182,977,853
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Peso Peso
2016 HKD Equivalent Us$ Equivalent
Financial assets:

Cash with banks HK$998,596 P6,412,185 US$16,167 B803,808
Trade and other receivables 11,155 71,628 889,221 44,212,068
Advances from related parties 1,187,105 7,622,639 b b
2,196,856 14,106,452 905,388 45,015,876

Loans and borrowings:
Trade and other payables HK$930,040 B5,971,973 430,396 21,399,289
Loans payable b b 4,433,050 220,411,267
930,040 5,971,973 4,863,446 241,810,556
Net financial liabilities HK$1,266,81¢€ P8,134,479(US$3,958,058) (P196,794,68C

The equivalent exchange rates of one foreign currency in Philippine peso asa3#a2017
and December 31, 2016 are as follow:

2017 2016
HKD 6.46 6.42
uSb 50.19 49.72

There is no other impact on the GroupOs equity other than thosy alfeating the consolidated
statement of income.

Capital Management Objectives and Policies

The primary objective of the GroupOs capital management policgnisuare that the fund balance
is maintained at an adequate level. The Group manages its capital stanctumekes adjustments
to it, in light of changes in economic condition¥he GroupOs capital asMrch 31, 2017 and
December 31, 2016 are as follow:

2016 2016
Capital stock P621,683,570 B621,683,57C
Additional paid-in capital 2,330,723,527 2,330,723,527
Advances from related parties 39,759,361 39,759,361
Loans and borrowings 972,669,862 977,025,572
Total capital B3,964,836,32( B3,969,192,03(

The Group has no externally imposed capital requirement. No changes magle in the
objectives, policies or processes during the period ended March 31, 2017 and December 31, 2016.

24,

Fair Value Measurement

The management assessed that the following financial instrurappteximate their carrying
amounts based on the methods and assumptions used to estimate the fair values:

Cash, trade and other receivables, advances to/from related parties and tradehanghayables
The carrying amounts of cash, trade and other receivables, advafices related parties and
trade and other payables approximate their fair values due tohthieterm nature of these
financial instruments.

Interest bearing advances from a related party
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The carrying value of interest bearing advances from aecefsrty approximates its fair value as
its interest rate is based on market rate for debt witlsdhge maturity profile at the end of the
reporting period.

Loans and borrowings
The carrying value of loans and borrowings approximate their fhiesas their interest rates are
based on market rates for debt with the same maturity profiles at the end @idtimgeperiod.

Lease payable

The fair values of lease payable are based on the present vdltarefcash flows discounted
using the current rates available for debt with the same nyapndfile as at the end of the
reporting period.

25.

Lease Agreements

Operating Lease Commitments

The Group leases the office spaces and store branches undemgessments covering one (1)
year, renewable every end of the lease term. Renewals aeetstabjhe mutual consent of the
lessor and the lessee. The Company agreed to pay monthly fixeérgaaahditional payment for

utilities and intercommunication service. As at March 31, 2017 andrbDieer 31, 2016, there are
31 and 28 store outlets, respectively, being held under operating lease agseeme

Rent expense pertaining to these leases amounted to B12.3@ il B11.01 million in 2017
and 2016, respectively.

The future minimum rentals payable for store branches under longegeenating leases are as
follows:

2017 2016
Within one (1) year P21,285,679 P21,285,679
After 1 year but not more than five (5) years b b

P21,285,679 P21,285,679

Finance Lease Commitments

Vehicles

In 2012, the Group has entered in ten (10) finance lease agreementsdoquiwtion of various
vehicles for logistics and administrative purposes. The agredmeans an interest ranging from
4% to 7% for a lease term ranging from four (4) to six (6) yetms2016, two (2) finance lease
agreements were restructured by the Group. The renegotiation indwdEsi monthly payments
and extension of the term up to 2019. In addition, the restructured leeeemterest ranging
from 8% to 11%. Gain recognized on the restructuring amounted to B5.27 million.

Machineries

In 2012, the Group has entered in a finance lease agreement wahPa&tiPhilippines, Inc. for
the acquisition of machinery for a Tetra Pak processing and filjugpeent. The machineries
were acquired and will be paid on a quarterly basis for a periaditiygdour (84) months with an
interest rate of 3.5%. The Group initially recognized thisnibealease at its transaction price and
subsequently carried at amortized costs less payments.

The components of the lease obligations as at March 31, 2017 and December 31, 2016 are as
follows:
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2017 2016

Gross finance lease obligation
Less than one year B28,590,247 B28,590,247
Between one and five years 53,087,610 53,087,610
81,677,857 81,677,857
Less interest 3,591,809 3,591,809
Present value of future minimum lease payments 78,086,048 78,086,048
Less current portion 28,148,063 28,148,063

P49,937,985 P49,937,985

Rice mill and various milling equipment

In April 2013, the Group entered to a lease agreement coveriog mitl and various agricultural
equipment with a monthly rate of B514,361 for the use in operations.edbe Will be for forty
eight (48) months from the date of acceptance unless sooner teaniyathe contracting parties.
In 2016, a restructuring agreement was entered by the Group totiatedghe terms of the
outstanding obligation. The renegotiation called for an interest rate of 10% per aithuevised
monthly payments to be settled for (36) months. In addition, the agneémkides extension of
the term up to 2019. Gain recognized on the restructuring amounted to B3.0 million.

The components of the lease obligations as at December 31, 2016 follows:

201¢€

Gross finance lease obligation
Less than one year P2,780,00
Between one and five years 8,676,76!
11,456,76
Less interest 2,798,001
Present value of future minimum lease payments 8,658,76
Less current portion 2,101,06.
P6,557,70

. Discontinued Operations

The Group has entered into several divestment transaction of its InvestmentidiaSabs
account as follows:

a. JFHK
In 2016, the Parent Company through ANI IL have entered in an agreemeal fits s
51% ownership interest in JF HK for a total consideration of HKD75,000 or B478,511.



-50 -

The results of the operations of the discontinued operations of JF HK, with comparative
amounts 2015 and 2014 are as follows:

2016 2015 2014
Revenue Eb B1,111,863,15: P1,218,989,33¢
Expenses b (1,143,272,484 (1,292,753,633
Income tax b b b
Net loss BD (B31,409,332 (B73,764,299

Hansung Agro Products Corporation (HAPC)

In June 2015, the Parent Company entered into a Memorandum of Agreemet tivie |l
its 2,000,000 common shares with par value of B100 in HAPC. The closiagadathe
acquisition was on May 28, 2015. The HAPC accounts were deconsolidateth&dbnoup,
as a result of the divestment.

The results of the operations of the discontinued operations of HAPE,cathparative
amounts 2015 and 2014 are as follows:

2015 2014
Revenue = D) Bb
Expenses (8,663,648 (12,003,437
Income tax b b
Net loss after tax (B8,663,648 (B12,003,437

Qualis Logistics and Transportation Services, Inc. (QLTS)

In December 2015, the Group entered into a MOA to sell all of its &Mtership over
QLTS. Under the MOA, the buyer, who also owned the 49% interest onubsidigry,
purchases the 51% ownership owned by the Group for a total consideratitf,022172.
The loss on disposal amounted to B691,647. The results of the operatibasisicontinued
operations of HAPC, with comparative amounts 2015 and 2014 are as follows:

2015 2014
Revenue B14,377,531 B24,938,311
Expenses (26,804,917 (26,583,263
Income tax (1,067,734 b
Net loss after tax (B13,495,12C (B1,644,952

Freshness First Pty. Ltd. (FFPL), BSK Pty. Ltd. (BSK) and Mischul Pty. Ltd. (MPL)

On December 11, 2015, the Group entered into an agreement for thefdhke entire interest

of ANI through its wholly owned subsidiaries, FFPL, BSK and MPL in fasoOrganic
Pathe Limited. The subsidiaries are part of the Australian tpesaand are primarily
engaged in the business processing of fruits and vegetables. The total consideraticalef the s
amounted to USD2.5 million. The gain on disposal amounted to about B17.9 million.

The results of the operations of FFPL, BSK and MPL follow:

2015 2014
Revenue B466,656,004 B561,895,281
Expenses (461,459,402 (569,644,682
Income tax (321,913 1,447,459

Net loss after tax P4,874,689 (B6,301,942




-51 -

e. Sunshine Supplies International Co., Ltd. (SSIC)
On June 15, 2015, the Group has entered into a MOA for the sale ofi¢sietatiest in SSIC
for a total consideration of HKD10,000 free from all liens and etcantes. Accordingly,
the accounts were deconsolidated from the Group, as a result afélseneent. The loss on
disposal amounted to about B17.6 million. The results of SSIC for the paniet e
May 28, 2015 follow:

2015 2014
Revenue B61,358,301 B199,709,94¢
Expenses (59,693,239 (197,949,885
Income tax b (39,339)
Net income after tax P1,665,062 R1,720,721

f.  Tagum Resources Agri-Industrial Inc. (TRAIN)
On December 27, 2013, the Group and a third party incorporated TRAIN theé Group
having a share of 51% in equity interest. Upon incorporation, TRA&sived a group of
assets from the co-incorporator as an initial contribution, wfaits under in the denition of
a business under PFRS Business Combination As such, the TRAIN accounts were
included in the consolidation of the Group. There were no commerciatigein the period
ended
December 31, 2013.

On December 17, 2014, BCH entered into a Memorandum of Agreement (MOA) with Black
River (the Fund) and Hijo Resources Corp. for the sale of BCHOs 51% ownershspimtere
TRAIN. The results of the operations of TRAIN for the period enBecember 19, 2014
follow:

2014
Revenue B321,489,46C
Expenses (288,698,671
Income tax (9,833,857

Net income after tax B22,956,932
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Results of Discontinued Operations

Results of Discontinued Operations together with their comparative figprg816, 2015 and

2014 as follows:

2016

2015 2014

REVENUES
Sales

BP PB1,654,254,98¢ B2,325,882,597

Direct cost and expenses b (1,309,999,55¢ (1,977,780,730
Gross profit b 344,255,432 348,101,867
General and administrative expenses b (423,233,31¢ (435,475,959
Interest expense b (449,858 (4,710,805
Interest income b 18,660,776 4,641,214
Other income b 12,348,972 20,528,140
Loss before income tax from

discontinued operations b (48,417,996 (66,915,543
Provision from income tax b 1,389,647 (2,121,435
Net income (loss) b (47,028,349 (69,036,978
Net gain (loss) from loss of control 80,276,732 (7,099,657 5,435,000
Total net income (loss) B80,276,732 (B54,128,00¢ (B63,601,978
Net income (loss) attributable to:

Equity holders of the Parent Company B80,276,73z (P38,132,967 (P27,494,59¢

Noncontrolling interest b (15,995,039 (36,107,37¢

P80,276,732

(B54,128,00¢ (P63,601,97¢

Basic/diluted earnings per share attributable to equity holders of the Barapany from

discontinued operations follow:

2016 2015 2014
Net income (loss) from discontinued operati
attributable to equity holders of the Pare
Company B80,276,732 (B38,132,967 (R27,494,599
Weighted average number of outstanding
common shares 621,683,570 621,683,570 578,688,304
Basic earnings (loss) per share RP0.13 (R0.06) (B0.05)

Cash Flows of Discontinued Operations

The cash flows generated from (used in) discontinued operations for the years ende

December 31, 2016, 2015 and 2014 are as follows:

2016 2015 2014

Net cash flows from (used in):
Operating activities P478,511 (B337,752,62C B261,244,484
Investing activities b 23,795,532 (416,184,401
Financing b 401,963,885 165,912,562
Net cash inflow P478,511 P88,006,797 P10,972,645
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Effect of Disposalson the GroupOs Statement of Financial Position

The impact of the disposals of the subsidiaries on the consolidated statements @l fpwsiiton
of the Group as at December 31, 2016 and 2015 follows:

2016 2015
Current Assets
Cash B19,346,682 B13,647,146
Trade and other receivables 1,133,744 100,659,308
Inventories b 4,510,361
Other current assets 12,676,945 24,156,438
Noncurrent Assets
Property and equipment 270,132 66,785,370
Other noncurrent assets b 84,308,696
Current Liabilities
Accounts and other payables (210,159,564 (48,575,845
Loans and borrowings (45,229,780 (55,824,323
Advances from related parties (1,380,541 (77,245,566
Other current liability b (20,038,486
Noncurrent Liability
Lease payable b (730,284
Net Assets (Liabilities) (223,342,382 91,652,815
Noncontrolling Interest 109,437,767 (13,909,446
Goodwill and Cumulative Translation Adjustmen 33,149,372 76,751,554
Net Assets (Liabilities) disposed of (80,755,243 154,494,923
Consideration 478,511 147,395,266
Loss (Gain) from divestment (B80,276,732 R7,099,657

Net cash outflow from disposal
Cash consideration already received
Cash disposed of

P478,511
(19,346,682

P117,315,00C
(13,647,146

(P18,868,171

P103,667,854

The consideration includes cash received of B0.48 million, B117.3 million and B2Bi@®im
2016 and 2015, respectively.

. Segment Information

The Group has identified its operating segments based on internal reports teeieared and
used by the Chief Executive Officer (the chief operating decision makeeasiisg performance
and in determining the allocation of resources. The operating segmentseddnyifhe
management are as follows:

Exports

The Export segment is in charge of looking for markets abroad as well as soleciest quality
produce possible to satisfy its growing number of clients abroad. Its main exuutisare
fresh banana, fresh mango, and coco-water.

Distribution
The Distribution segment is responsible for the local sales and distributian@is produce that
the Group offers to a number of supermarkets around Luzon.
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Retail
The Retail segment is responsifile the management and operation of the GroupOs retail
businesses.

Foreign Trading
The Foreign Trading segment is charge of the international distribution opsrafithe Group in
Hong Kong, China, and Australia.

Farming and Sourcing

The Farming and sourcing segment is engaged in commodity such as rice and corn arldehigh va
crops production, joint venture farming and contract growing. Agricultural goods produteel by
Farming Group are supplied to the Distribution and Export Groups. In 2014, the Group
discontinued with its farming activities with the GroupOs divestmentaafriteolling interest in
TRAIN.

Others
This segment is an aggregation of the other businesses of the Group that doés thet dither
segments above.

The GroupOs operatibgsinesses are organized and managed separately accordingnatutiee
of the products and services provided, with each segment represargirgfegic business unit
that offers different products and serves different marketsaddition, the GroupOs reportable
segments also include geographical areas for local and foreigatiopsr Foreign operations are
included under OForeign Trading® and localatipes are included under the remaining reported
segments.

REVENUE
(Philippine Pesos) March 31, 2017 March 31, 2016
Philippine Operations
Export 23,755,024 20,484,796
Local Distribution and Others 346,655,279 49,062,443
Retail & Franchising 21,337,227 17,540,778
Sub-total 391,747,530 87,088,017
Foreign Operations
Hong Kong / China 12,568,820 113,568,035
Total 404,316,350 200,656,052
28. Notes to Consolidated Statements of Cash Flows
Below are the non-cash activities of the Group follows:
2016

Investing activities
Deposit for future investment R308,219,57¢
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2016

Financing activities
Redeemable and convertible loan 234,000,000



