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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

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

1. Farthe Quarterly pariad anded gggtemhgr 30, 2011

2. Commission ientification numbar 0000180968 3. BIR Tax Identification No D00-168-541

. Exact name of issyer as specified in its charter: 'PEPS!-GD}LQ PROGDUCTS FH!L:IPPINES, INC.

3. Province, country orDtherjurisdictlun'of'l'r_lcorporatjon or organization: Philippines

P

o]

- Industry Ciassitieation Code: | (3EC Use Only)

]

+ Address of issuers principal office and Postg| Cod:
Km, 29 Nationaj Road, Tunggan, Muntinjupa City 4772

. lssuer's telephone number, including area code: (632} 850-7901 $n 20

9. Former name, former address and former fiscal year, if changed sinca Iast report: not applicable

o]

10. Securities ragistered 'pursuam ta Sections & and 12 of the Cade, or Ssctions 4 énd Befthe REA

Title of Each Claas " Number of Shares of Common Stock
Outstanding s of Septembar 30, 2008

Common Shares of Stock 3.693,772,279
11. Ara any or all of the securities fisted on a Stook Exchange?
Yes [X] No [ ]

Stock Exchange' Philippine Stoak Exchange
Secyrities Listed: Comman Sharay of Stock

12. Indicate by check mark whether the ragisirant:

(a) hag fed all repors required o be flied by Saction 17 of the Code and SRC Ryle 17
therelinder or Sactions 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and
141 of the Corporation Code of the Philippines, during the preceding twelve {12) months {or
for such shorter pariod the régistrant was required to file BUCh reparts) oL

Yes [X] No [ ]

" (b) has been Subject to such filing mqufmhents for the past ninety {90} days.
Yés [X] No [ ]

8ECFom17-Q (Sap 11



Part ] - Fingneial Information .

Ttetn 1. Financial Statements,

TS PHILIPPINES, INC.

PEFPSI-COLA PRODTIC \LSH
CONDENSED INTERIM STATEMENTS OF FINANCIAL POSITION
(Amounts in Thousands)
September 30 Decenber 3]
_ 2011 2010
Note (Unandited) (Audimd)
ASSETS
Current Assets
Cash and cash equivalents 9 P355,872 P305.686
Recejvahles - net 9 088,944 1,023,879
Inventories 984,947 1,009,367
Due from related parties . &8 442,317 403,465
Prepald expenses and other current assets 5,080 . 72383
Total Current Assets 2,774,160 2,816,780
-‘—N"'_—"‘—-—‘- "
Noneorreni Asrets
Investinents in essociates 526,800 530,785
Beottles and cascs - ner 2,539,341 2315553
Property, plent and equipment - net & 3,667,371 3374631
Other noncurrent assets - net 128,894 99,176
Total Noncurrent Assets - 6,862,496 6,320,145
' P9,636,656 P9,136,974
LIABILITIES AND EQUITY
Current Liabilities : ‘
Aceounts payahie and acatued expenzes g F2,200,%96 P2.681,903
MNotes payable : 2 750,000 200,000
Income tax payable - 32 408 10,568
Total Current Liabilities 3,082,304 2,892,471
- Nobenrrent I iabilities |
Deferred tax Habilities - et 413,089 367,113
_Other noncutrent liabjlities . 260,642 232,550
Tatal Noncurrent Liabilities 673,731 589663
— A
Total Liabilitieg P3,756,035 P3.482,134

Forwarg



September 30

December 3 1
2011 2010
(Unandited) (Audited)
Equiry ‘ ‘ ‘

Capital stock : - P5S4,066 P554,066
Additional paid-in capital - - ' 1,197,359 1,197,369
Retained earnings _ 4,129,186 3,903,356
Total Equlty 5,880,621 5,654,791

' 9,636,656

P9.136,925

" Fe¢ Notwss to e Conderred Muierim Finayeto] Irformating
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‘ PEPSI-COLA FRODUCTS FHILIFPINES, INC.
CONDENSED INTERIM STATEMENTS OF CHANGES IN EQUITY
(Amounts in Thousands, Except Per Share Data)

For The Nine Months
Ended September 3&_
2011 2010
(Unzudited)
CAPITAL STOCK, :
Comyron stock - P0,15 par value per share
Authérized - 5,600,000,000 C
Issued and outstanding - 3,603,772,270 F554,066 P534,066.
ADDITIONAL PAID-IN CAPITAL 1,197,369 _ 1,187,369
RETAINED EARNINGS '
Balance at beginning of period 3,903 336 3,807,746
Net income for the period 4 : 225,830 449,342
_ Dividend declared ' . - 1369,3‘?7§
Balasce at end of perlod o 4,129,186 3,887,711

P5880,621  P5,.639.145

g Notag b thy Condensed Interins Fingterat Information



EEPSI-C'OLA PRODUCTS PHILIPPINES, INC,

CONDENSED INTERIM STATEMENTS OF CASH FLOWS

(Amounts in Thousands)
For The Nine Monrhy
Ended September 30
mi . 2010
- - . Naote : (Unaudited) o
CASH FLOWS FROM OPERATING ACTIVITIES o
Income before income tax . P324,281 P&d1 857
Adjustrments for
Depreciation and emortization 392,044 890,841
Allowpnce (reversal of allowance) for probable ' .
losses in values of bottles und Cases,
machincry and equipment, impeirment Joases, _ : .
inventory obsolescence and others - net _ 48,782 (71,303
Retirement cost (income) 37,597 (5,500)
Interest expense ‘ o . 16,97 50
Equity in net losa (earnings) of associates BB (1,040
Loss (zain) on sale of property and equipment . 2,558 (80%)
Interest income 4,080 16.063) -
COperating income befare working capita] changes 1,292 048 1,464,032
Changes in operating assets and Babifities: ‘
Decraase (inorease) in; _
Receivables S ‘ (1,378) 102,525
Inventories 11,696 (197,266)
Due from related partics . (36,852) 73,927
+ " Prepaid expenses and other current assets ‘ 67,303 32,135
Increase (deccease) in sccounts payabie and
*_scorved expenses . (369,456) 27,149
Cash generated from operations 263,361 1,504,502
Interest received B 4,721 10,108
Income taxes pajd , . (40,635) (125,921)
Literast paid (1581%) (50)
Met cash provided by operating activities 911.634 1,388,620
- . — —_— T
CASH FLOWS FROM IN VESTING ACTIVITIES
Proceeds from disposals of propetty and
equipment T 4,080 10,917
Netadditions to: -~ - :
Property, plant and equipment. : & (656,038) . (520,041)
Bottles and caseg - (729,772 - (137620}
_Increace in other noncurrant assets (29,718) (7,937)
Net cash used in investing activities (P1411448)  (P1,005,581)

Forward



For The Nine Months

Ended September 30
20%1 201¢
CASH FLOWS FROM FINANCING
ACTIVY :
Proceeds ﬁ-om (repayment of) notes payable _P550,009 (P100,800)
KET INCREASE IN CASH : '
AND CASH EQUIVALENTS 30,186 283,043
CASH AND CASH EQUIVALENTS
—ATBEGINNING OF FERIOD 305,684 350,910
CASH AND ¢AsH EQUIVALENTS
AT END OF PERIOD P355,872 P633,967

See Nowy v tie Condansed Irarim Flruancial Inforsyeion,



PEPSI-COLA PRODUCTS PHILIPPINES, INC.

NOTES TO THE, CONDENSED INTERIM FINANCIAL INFORMATION -

(Amounts in Thousands, Except per Share Data and When Otherwise Stated)

I Reporting Entity

2. Basls of Preparation

Fepsi-Cola  Praducts Philippines. Inc. (the “Company™) was registered with, tha,
Philippine Securities and Exchangs Commission (SEC) on Marsh 8, 1980 primarily to
engage in manufacturing, sales agd distribution of carbonated sofi-drinks (CSD), nop-

- carbonated beverages (NCB) and confectionery products to retail wholessle, restanramnts

and bar trades. The Company’s registered office and principal place of business is at K,
29, Natioyal Road, Tunasan, Muntiniupa City, :

The Compagy is listed in the Philippins Stock Exchangs (PSE) and has been included in
the PSE composite index since February 1, 2008. Lot Chilsung Beverage Co, Ltd, with
8 34.4% stake in the Company, s the largest shacehalder of the Comparny, PepsiCo, Inc.

" is the other major shareholder with a 49.48% stake, Lotte Chilsung Beverage Co. Ltd.

Was organized und existing under the iaws of South Kores, PepsiCo, Inc. was organized
and existing vndar the taws of the United States of America,

Statement of Compllance

asis of Measur t
The financial statements have bean prepared on & historical cost basis,

Functi and Presemtation Curren ‘ '

The financial statements aze measured using the cutrericy of the Primary economic
environment in which the Compeny opetates. The financial statements aro presented in-
Philippine peso, which is the Company’s finctional currency aad all values are roynded
to {he nearest thousands, excopt per share data and when otherwise indieatag.

of Ji ents ‘
The preparation of the condensed inrerim itnancial information requires management to
make judgments, egtimates and asstmptions that affeet the application of actounting

" policies amd the reported  mmounts reported in the condensed  interitm  figanedal

information, Actual resutts way differ from these egtimates,

During the nine months epded September 30, 2011, management reassessad ifs estimates
il respect of the following: ‘



Estimgting Allowance for fmpairment Losses on Recetvables
As at September 30, 2011 and December 31, 2010, allowance for impajrment losses on
teceivables amounted to P168 milfiog and P128 million, respeetively.

Estimating Net‘Réaiizable Yalug of brventories ‘
© As at September 30, 2011 gnd December 31, 2010, the carrying amount of mventories
was reduced to i1s net realizable values by P27 million and P18 million, respectively,

3. Significant Accounting Palicies

The significant accounting polictes adopted in the preparation of the condensed interim
Anancial information are consistent with those followed in the preparation of the sonual
financial statements.

Chafizes in Aceoyntine Policies : .
The following sre the amendment to standard apd nterpretation, which are effective for -
the nine months ended Septemnber 30, 2011, and have beep applied in preparing these
condensed interim finapeial information: : :

" Revised PAS 24 Rejateqd Farty Disclosures (2009), amends the definition of g
related party and . modifies certain related party disclosure requirements. The
adoption of this revised standard did not have any significant itopact on the
Company’s fnancial statements.

" Improvements tp PERSs 207 0, conwmin 11 amendments to six standards apd to one
Interpretation. The followi 2 Improvements were jdentified 10 be relcvant tut did not
have any material effect on the Company’s financial statements. .

= PFRS 7, Financtal istrumsnzs: Disclosures. The amendiments add an explict
statement that qualitative disclosure should be made i the comext of the
quantitative disclasures to better enable users to evaluate an eptity’s eXPOSUrE 1y
tisks arising from financial instrumepts, In addition, the IASE amended and
temoved existing diselosure requirernents.

* PAS 34, buerim Finangigl Reporting. The amendments add examples to the Jist
of evemts or wapsactions thar fequire disclosure muder PAS 34 and TEmovs
references to materlality in PAS 34 thay describes other minipm disclosures,

N evised Stand {ot Yt Adopted :

PFRE 0, Financial Instrianengs (2009), which was issued a5 the first phase of the PAS 39
replacement project. The chapters of the standard released in 2000 oniy pelated to the
tlassification and measurement of finencial asgets, PFRS 9 (2009) retaing but simplifies
the mixed measurernent mode] and esteblishes two primary measurement categories for
financial assets: emortized cost and fajr valuc. The basis of classifieation depends on the
entity’s business mode] dnd conractnal cash flow characteristics of the finatieial assot.
In October 2010, & new version of PFRS 9, Financial Instrumenty (2018, was issuad



beginning on or after Jemuary 1, 2015, PFRS (2010) supersedes PFRS 9 {2009y,
However, for annual petiods beginning before Jamuary 1, 2013, an entity may elect to
apply PFRS 9 (2009) rather than PFRS 9 (2010). The standard has beep approved but is
not yet sffective for the nine months ended September 30, 2011.

The Company has decided not to early adopt either PFRS 9 (2009) or FFRS 9 (2010) for
- Its 201 annusl figancial teporting. The Company shall condust in early 2012 another
impact evaluation wsing the outstanding balances as at December 31, 2011, The
Commpany’s decision whether to carly adopt or not either PFRS 9 (2009) or PFRS 9
(2010) for the 2012 financial reporting shall be disclosed in the Company’s interim

financial statements =% at March 31, 2012, Should the Company’s desision is to early

- Compared to previous comaparable penods. Higher sales are likewise experienced around
the Christmas/New Year holiday period in jate December through early January.
Consequently, the Company*s operating results nay fluctuate. In- addition, the
Company’s results may be affected by nnforeseen oircumstances, suck as production
intetruptions. e to these fluctuations, comparisons of gajes and operating resufts
“between periods within a single vegr, or between different periods in different finangial
Yeats, are not necessarily meandngful and should not be relied onh as indicators of the
Comipany’s performance. ‘

5. Basic/Diluted Earnings Per Share (EFS)
Basio EPS is computed as follows:

For The Nine Mouths  For The Three Monhs

. Ended September 30 Ended September 30
2011 C2010 2011 C 2010
S (Unandited; (Unaudited)

Net income () P225,830 P449342 . PLISIT  P1 14,039
Weighted average -

number of shares - . S :

outstanding (b) 3,693,772,279 5,693,772.279 3,603.772,279 3,603,7723,279
Basic/Diluted EPS A .

(a/b) - PD.O6 P0.12 003 P0.03

Agsat Sﬁptmaber 30, 20i1 and 2010, the Company has no ditutjve equity instruments,



&, ﬁoperiy, Plant and Equipment
The rmovements In this ascount are as follows:

Machhtery  Eaildings and
and {Mher . Leasehold Construetion Fatnrture

Equipment Ymprovements g P and Fixtares ol
Measremen basis . Cosr Cow nat - Cot
Grbae currying ameovat; ' .
December 31, 2010 (Auditedy - F7ATI 34 P243,084 P532,732 CEMLIGR PRMTETR
Adiditions a19,311 58326 (55,760) 1te7 656,038
Disposals (82 445) - - 0 {62.484)
Tansfersreclanifestions - 173,255 5508 £128.863) - -
Septembar 31, 2081 (Unsudited) 8,157,965 #7511 335,100 34818 9,458,294
Arcunrulsted dapreciation and :

mamgriization: ‘ .

Decomber 31, 2014 (Auwdioed) © 4506667 500,047 . 3512 50,121
Depreclition and smortization, 340,539 14,054 - 1,167 356,880
Disposaly : {53,807) - - (58 (45.858)
Transitn/resliasifications By 37 - N -
September 30, 2011 (Unaudited) P3i51,357 Pa2L938 P- FA629  PS200,973
Dscember 31, 2010 (Audited) E2,510,572 P433,137 Pi22,732 FEI1%0 337460
Beptomber 30, 2011 (Tnandiad) 2,906,508 Pilisra F335,100 F10,190  PRe7371

No impainubnf indicators exist on the Company’s property, plant gud equipment as at
September 30, 2011 apd Diecernber 31, 2016, ‘ )

The Cotttpany has ongoing definite corporato expapision projects or programs approved
by the Bonrd of Directors {BOD). As result of thiy €Xpansion prograrn, the Company
spent for property, plant and equipment as well as bottles and shellg amourting to P1.386

- billion for the nine months ended Septembrer 30, 2017.

Change i Estimated of Useful Lives (EUL) of cartaty Froperty end Equipment

In 2011, the Company reviewed gnd chamged the FUL of ertain property and equipment

in line with actual miJization.
The changes In EUL in gach assets class are as foflows:

Number of Years

. QI ETL, New EUT,

Building : : Ca0 40
Lesgchold Improvement : i0 15

- Mechamical 10 . 25
Machihery - Elecirogics 10 5
Machinery - Component 10 A
Mechanionl Machinery - Rahab : ‘ 4 3
Electranics Machinery - Rehah 4 5

_Aufomotive ' 5 7 '




The affect of the gbove changes in depreciation expense i‘mognized under the “Cost of
Goods Sold” and “Operating Expenses”™ account in the condenged imerim, sttemenis of
comprelenstve jncome it the curvent and futups years follows: '

2015 and

' 2017* 2012 2013 2014 beyemd
Incremse (decrease) in ‘ . .
depreciation .
Spange (PI75.308) 137,357 (F87,371) (Fe6.790)  Pdges,224

* Foy the pine months cnded Septomiber 3. 201, the &Bbot of changs . BUTL, of cataia Fropecty and Eqalpinenr
xpiemss aTOGited 1o F137 prlffiay,

decreases Arpraiation



7. Segment I;xformatlonw_

As discussed in Note 1, the Company is
distribution of CSI} and NCB. The
Inchude brands Pepsi-Cola, 7Up, Mountain Dow,
eategory Includes Gatorade, Trop
fithess water. The Comgpany op

icana/Twister, Lipton, Sting enersy
Srates under two (2) reportable busiy
CSD end NCB oategories. Analysis of fivancial information by bus

engaged in the manufacture, sales and
Company’s main products under

its C8D category
§- The NCB brand
drink and Propel
E48 Begments, the
iness segmment s ag

Mirinda and My,

follows:
For the Mine Monthy Endesd Se r 5
Noncarbspated
Curhonarea Soft Driniks Beverages Combimed
2011 ELE) 2071 2010 2011 2010
(In_000,000"s) — (Unandited; Mandited) (Thandites) -
Saley
Extemal safes 710,345 P1O502 P4.35% P4210 Pl4,70y PI4R{2
~Sales diseovnrs and rempng (1.544) {1617y 24 484 64 2,081 )
Net saluy PEAN PE3s PA%3S F3.746 12,636 MA751 )
Result o : , ‘
Segmipnt ol PLESY 2,116 P21 Pagz P04 P2 o0t
Unallocated expamses (2357 (1390
Tntzrest and financing

expetifn L] (*}
Interest income - 2 10
Equity in net eamings flasg)

of Ssociates . 1] 1
Cither incoma - net 23 35
Income tax expense 89 (e
Net incoms P26 PG

‘ Othar [t Bromatiog: ' ]
Segment asoeta Pa,981 P8507
Tnvestments in and advances .

10 2esnciotey aZ7 531
Other noneturrent assety — ) Vi) 59
Combiped toial ayes M.4a37 F9,137
Sesment Uabititiny F2,571 P2004
Notes payehie TS0 200
Income tas, payabies 22 11
Beferred t [fabilities o 413 367
Combined toaf GiahHites F3,756 P34
Capltal expendifuras PI3SS  PLoge
Depreciation and ]

atortization and impeimment

of property, plast and

eqitipmeant and bomes and .

casss 863 60
Moz-caglt fems otha than

deprecialion

and spofizat i (51)
- ﬂltmnlﬁsmdiﬂ&zmmbmmuutnlﬁmdaw . B L Epaicas f Allooeted based oo the of

2;? ‘wponable 38 net’s met anlee qvey the Eotel gat sl T B = ) ’ prrveniage
** Sagment devers and Habiltttes relate to Paldnces a5 at Saptemiber 30, 2011 wag 2010,

There were no intersegmment saley recognizad batweey the two reportable segments.

The Company uses jts assety and ineurs fabilities 1o

snd noo-carbonated beverages; hence, the agge
atitibutable to 2 segment and canmot be aflocated
basis. ‘ .

produce both carbonated soft drinks
e and llabilities are not directly
imo each segment on g reasonahle



Major Customer '
The Company does pot have any single external qustomer from which seles revenue
generated emountcd to 10% or mere of the net siles.

8. Related Party Transactions

Related party reletionship exists when ope Pty has ability to control, direetly or
indirectly, through ope Or more intermediaries, the other party or cxereise sighificant
influence over the other party in making the financial and operating decisions. §uch

The Cotnpany hags significant related party transactions which are sommstized as
foliows: ‘

4 The Company has Exelusive Botthing Agreements with PepsiCo, Inc. (“PepsiCo™),
stockhalder, which hag 29.48% beneficial intercst in the Company, up to year 2017

products and share jn the funding of certaly marketing progratns, The agreements
may be tenewed by mutual agreement between the parties. Under the agTeements,
PepsiCo and Pepsi Lipton have the right to terminste the contracts under certain

discottinanes of bottling beverages for 30 consecutive days, oceurrence of amrtgin .
events leading o the Company’s insolvency or bankruptey, change in management
and control of the business, among others. Total met purcheses from PepsiCo,
fmounted to P2.270 bilfion and P2.348 billion for the ning months ended
September 30, 2011. and 2010, respectively. Total purchases from Pepst Liptott- for
the nine months ended September 30,2011 and 2010 amounted to P63 miltion and
P69 million, reapoctively,

amgoutted to PR0 milliog and P48 million as at September 30, 2011 and Decembar _
31, 201, respectively. o

-7-



10% per anoum. The Company also has oufstanding net receivables from NEC,
amounting. to P320 and P315 million as ar September 30, 2011 angd
December 31, 2010 which are uusecured nointerest-bearing and pavable on
demand. The advances 2nd receivables are inciuded under “Die o related parties”
account in the condensed interim stajements of fimancia] position

d. 'The Company has ouistanding workitng capital advances to Nadeco Holdings
(orporating, an associate, amoynting to P4 milloy as at September 30, 20/ and
Decetaber 31, 2010 apd which are ensecyred, novinterest-bearing and payable on
demand. The advances are jnciuded under “Due from related parties” account in the

condensed interim statements of financial position,

¢. The Company subleases 3 portion of its warehouse to Pepsi-Cola. Far East Trade
(PCFET), an affiliate. Rent income recognized amovnted to P1.7 million for the
period ended September 30, 2011 apd 2010, The rent income I8 recognized by the
Compeny ugder “Net Finance and Other Income” accounts in the condensed interim
staternents of comprchensive income.

—_—

3. Financial lnstraments and Financial Risk Management

The Company’s financial Instruments are measured as deseribed belgw:

The Company's cash and cash equivalents, recsivables and due from related parties are
included in this caregory.

her Financial Liabilities. This Galegory pertaing to Gnancial liabilities that are not held

o))
for trading or not des; Enafed s at FVEL upon the inception of the liability. Thess include
liabilitics arising_ﬂ-um operations or borrowings.

“8-



The finanoinl liabilittes are recognized initially at fair vaiue 2nd ape subsequently carried
a amortized Gost, taking into ecount the impact of applying the effective intereat
methed of amortization (or aceretion) for any related premiurn, discount and any directly
attribureble trapsaciion costs, :

Included in this category are the Company’s notes payable and accounts payable and
accrued expenses that meet the above definition (other than Habilities covered by other
FERS, such as income tax pavable and accrued retiternent cost),

The Company has exposure to the foltowing risks from its nse of financal instrumencs:

* CreditRisk
Liquidity Risk
=  Market Risk

This note pmcnts‘ information about the Cottpeny’s exposure to each of the above tigks,
the Company’s objectives, policies and processes for meaguring and managing tisks, and
the Company’s management of capital, ‘ o

The main purpage of the Company's dealings in financia) instruments iz to fund its
operations and capital expenditnres,

The BOD has overall Tesponsibility for the establishment and oversight of the
Company’s tisk management framework. The BOD has established the Executive
Committes (EXCOM), which is responsible for developing and monitoring the
Company’s risk management policies. The EXCOM identifies a1 issues affecting the
operations of the Company and Teports regularly o the BOD on its agtivities,

The Cotnpany’s risk tanagement policies are established o identify and analyze the
tisks faced by the Cympany, 1o sot appropriate risk limits and comtrols, and to monitor
tisks emd adhetence to Hmits. Rigk management policies and systems are reviewed
regulatly to reflant changes in market conditions and the Cormpany’s activities, Afl risks
faced by the Company are incorporated in the snmual Opwrating budget. Mitigating
stratcgics and procedures are also deviged to address the tisks that inevitably odeur so a5
niot to affec the Company's operations end forecasted results. The Company, through its
training and management standards and procedurss, aims ta develop a disciplined apd
eonstructive conwrel environment in which all employees understand their roles and
obligations.

The Audit Comumitter performs oversight over financial management and internal
contral, specifically in the areas of menaging credit, liquidity, market and other risks of
the Company. The Audit Commitiee directly interfaces with the Intemal audit function,
wiich undertskes reviews of rigk management cantrols and procedurss and ensures the
integrity of internal control activitles which affect the financial management System of
the Company, The results of procedures performed by Internal Audit are reported to the
Audit Commities,

There were o changes in the Company’s thjectives, policies and procasses for managing
the risk and the methods used to measure the risk fromn previons year.



Credir Rigk :
Credit risk represents the risk of [oss the Company would incut if credit sustomners and
coupterparties fail to perform their contractyal obligations. The Company's credn risk
atjses ptincipally from the Company’s trade recelvables,

It is the Company's policy to enter ime transacﬁnns with a diversity of creditworthy
parties 10 Mitigata any significant concentration of credit risk, .

‘The Plant Credit Committees have established a credit policy nnder which each new
custormer is analyzed ndividuaily for creditworthiness before stafidard credit terms and
conditions are grapted. The Company’s review inchudes the Tequiremcnty of updated
credit application documerits, credit verifieations through confirmation that there are no
credit violations and that the aecount is not included in the negative list, and analyses of
financial performance to ensure credjt capacity. Credit Hmits are established for sach
customer, which serve as the HEXimum opan amount at which they ere allowed tg
purchase on credit, provided that credit terms and conditions are obsetved, :

The credit linit and status of each customer’s scecunt are first checked before processing
& credit transaction, Customers that fail to meet the Company’s conditions in the credit
checking process WAy transact with the Company only on cash basis.

are grouped and symmarized acoording to credit charaoteristics, such as geographio
location, aging profile and crodit violations. Historically, credit violations have been
attributable 1o bounced checks, and denied, fictitious or abyeonded oredit acconnts,

Coliateral securities are required for credit fimit applications that excesd certain
thresholds. The Compeny has policies for acceptable collsteral securitios that may be
presented upen submission of credit applications. :

The carrying amount of financial assets fepresents the maxingim credit exposure. The
MAXITn exposure to credit risk is as follows:

September 30,2011  December 31, 2010

‘ {Unandited) — (Andited)
Reeeivables - et . ' PUgs.044 - P1,023,879
Cash in bank and cash equivalents . 355,872 . 305,686
Due frow related parties 1317 403,465

Total credit exposure P1,784,133 - P1,735,050
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As ar September 30, 2011 and December 31, 2010, te sging analysis per class of
ancial assets thal were past due byt not impaired is as follows:

Septembey 3, 20

Neither
past due Fart due but oot impatred
nor 1tadD 368  More thap
— brpairea . Adays dayz & days Impaired ~ Tuai
Crgty and cash . : ‘
tquivelents Pis5872 CF- F- P P- P335871
Trade wod other
rreeivables: ‘
Trade 656,548 26756 . 41,34) M, 600 118425 LOE7, 706
Mhers ‘ 9,253 17213 3047 6250 49,158 85,851
Due fron related partes 434,045 3630 1.5t6 2297 - 4H42HT
1,456,618 137,608 46,804 43,103 167613 1,951,746
Lt mMowansg for C .
trpinment losres - - - - 157,613 167,613
P1A%,618  P237.608 Fd6,804 P43,103 P- 1,784,133
December 31, 2010 r
Neither past
’ due Pagt due but not inpeied
©onor 3o 60 Muore than
impaiced | {0 30 days dave &0 days Impaired Total
Cesh and cagh
eouivalents 303,686 P- P- P- P P303 a8
Trad= and other .
reeefvakles: . )
Tmde aTa400 258200 32,327 - 108,577 1085104
Others ‘ 12,151 15658 3,83 14717 18412 63,764
D from relaied parties 403,465 - - - . - A8 d4es
: 1,399,702 284,453 6158 a7 127588 13m0
Lest Mllgwanee for : . :
izpent lassas . - - - 127,999 127,080
F1,399,702 P22 £%3 P36,158 Pid71y P- P1,735 030

To pursue timely realization of collateral in an orderly marmer, the Company's policy
discourages the acceptance of chattel and real estate eollateral. For chattel and real pstate

of 193l and raovable persona) properties. Series of demand letters are seqt to fhe
defaulting customer to command for payment and fo propose for debt repayment

Department to fiscilitate the forsclosure of the collateral. The Company generally does

Aot use non-cash collateral for its own operations,

The Company’s éxpoguxe' to credit rigk arises from defauit of the counterparty. There are
10 significant concentrations &f oredit risk within Company. Cash in banks and cash
equivalents, trade and other receivables and due from related parties are of high grade

quality. -
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The credit qualities of financial essets are deterrmined as foflowes:

" Cash inbanks and eash equivalents are based on the credit stapding or rating of
the connterparty. -

" Total teceivables and due from related parties are based on a combinatlon of
credit standing or rating of the Counterparty, historical experiencs and specific
and collective credit risk assessment. High grade quality finanelal assets are
those assassed as having minimal cradit tisk, otherwise they are of standard

quality.

Liguidity Risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting financial
obligations ac they fall due. The Company manapes liquidity risk by forecasting
projected cush flows and Majniaining a balance between continuity of funding and
Hexibility. Treasury controls and procedures ate in place to snsure that sufficjent cash s

maintaied to cover dajly operational and working capital requirements, ag well as eapital

expenditures and debt service payments. Management closely monitors the Company*s

In addition, the Company has the following oredit Theilities:

= The total commitment ag gt September 30, 2011 and December 31, 2010 under
the line of credit is P3.127 bijlion and P2.909 billjon, respectively, of which the
Company had drawn P935 million and P6z3 willion, respectively, undar letters
of credit and short<term loans, Aj] facilities under the omtibus line bear interest
at floating rates consisting of & margin over current Philippine treasury rates; and

" P&70 million ad P6135 miflion domestic bills prrchased line, which ape available
a3 at September 30, 2011 and Decergber 3 1, 2010, respectively.

The tzble summarizes the maiwity profile of the Company’s financia] gssats zpd
financial linbilities bascd on contractual undiscounted amounts:

As at September 30, 2011
_ {Unaudited)
Mors than
Crrrying Contraetual  Oue yexr or ong year to
Amgunt Cusk Flow Jess ftve yearn
Financiat agsets: .
Cash and cagh aquivalemts F355,572 Pass5,372 Pas5,872 ¥.
Recaivables - nst a88,944 985,944 S8594 .
Prue from retated perties ' 443,317 442 311 442,317 - -
PL784133  P1,784133  P1,784,135 P-
Finaneia abilbthes: .
Notes pgyahle ‘ P750,000 F773,988 773,088 L
Accounits payable snd secruad ‘
Fxpensest ' 2,224,348 2214348 2204348 -
_Oher nonsyrrent labilities** 86,633 ~ 91799 - 81,790

F3054961 F3090135  F2,998,336 PoL,799

*Excluding satutory Payables, aoepusl for operaring Jeases and eutmemt pertion of acerued feting et oot
**Exclading noncurrem portion of mered retimstaent cot
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Asat December 31, 2010
S{Audited)

Muore than
Camying  Coniractual  Qpe YeaT ar ORE Year to

Amount _ Cash Flow Jess five years

Financial assets: .
Ozl and cash equivalant; P35 684 F305,686 P305 680 F-
Reegivables - nat : - 1073879 LA387  1,005879 -
Dug from related partizs __ 405465 - 405465 405,465 . .
PLTIS030  PLTIS0  P1,735.080 P-
Fraaoeial Mabilitiou: :
Notes Payahle ' P200,000 P20}, 950 P201,750 . F-
Agcoitnis payable and accrusd
expenses® : G603 2,496 905 2,496,005 -
Other siomcurrant Kabilities L 70,194 82 548 - §2,548
. FL767.000  p2783101 P2.698 635 P82,548

YExchuding stansory pay=tles, aomel for SITALNZ Teases and curredt poriag of actraed retiremett cost
**Encluding toneurrent portion o aecrued retigement cost .

It #s nat expected that the cash flows included in the matity analysis could oceyr
significantly earlier, op at significantly different amoupts,

Financial Assety Used for Managing Liguidity Risk

The Company considers expected cash flows from financials assets in assessing snd
managlng liquidity risk. To manege s Hauidity risk, the Company forecaits cash flows
from operations for the next six months which will reault in additiona] available cash
resources and enable the Comparty to meet its expected cash flows requfrerpents.

Market Rjsic :

Market risk is the risk that changes in market prices, such as comitadity prices, foreign
exchange rates, thterest rates and other market prives wil] affect the Company’s income
or the value of its holdings of finaneiyl instruments, The ohjective of market risk
Management i t manage and control market risk exposures within acceptable
parameters, while optimizing the return. ' '

The Company {5 subfeet to various market risks, including risks from chatges i
commodity prices, interast rates and cwrrency exchange rates.

Commodity Prices Rigk

willingness of consumers to purchase the same volurhe of beverages at higher prices, The
Company’s most significant commodity exposure is to the Philippine sugar price.

The Company minimizes hts BXposure to risks jn changes in commodity prices by
eRtering into contracts with suppliers with duration renging from six months 0 one year
with fixed volume commitment for the contract duration and with stipulation for price
adjustments depending on market prices, The Company hag oulstanding  purchase
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Interest Rate Risk ‘

The Company’s exposurs ta the risk for changes i market interest rage relates primarily
1o its debt obligations with varlable interest rates, The Treasury Department. due 1o its

competencies in Mataging debt obligations, tragsacts wity ereditors to ensure the most

advantageous terms and to reduge eXposuTe to risk of changes in market interest rate,

The interest rates profile of the Company’s interest-bearing financial instruments is as

follows: '
September 30, 2011 Decemper 31,2010
. (Unandited) (Audited)
Financial assets (cash equivalents) F133,80 P100,000
Financia] ligbilitics - (750,000 (200,000)
' (P616,104) (P100,000)
Semsitivity Analysis

A 2% increase in apnmal interest rates would have decragsed eqQuity and profits for the
nine months ended September 30, 2011 and for the year ended December 3 1, 2010 by P2
naillicn and p1 mﬂliun‘respecﬁveiy. ‘ .

A. 2% decrease in interest rates for the nine months ended September 30, 2011 and the
year ended December 31, 2010 would have had the squal but opposite effect, on the basis
‘that all other variables remain constast, '

The interest rate risk™s sensitivity analysis is based on interest rate variance that the
Company considered to ba reasonably possible at end of the reporting date,

'Foreign Currency Risk
The Company is exposed to foreign currency risk on purcheces that are denominared in

Curencies at spot rates where necessary to address short-term  imbalances, The
management considered the BXpOSTE to foreign surrency risk to be insignificant. Further,
the Company does not hojd any investment in foreign sscurities as at Sepiember 30, 201] .
and December 31, 2010, .

The fair valuss of the figancial assets and liabilities approximate thejr cartying amounts
due to the short-term nature of these fancia) instraments and interest rates that they

The fair value of finance lease liability included under “Accounts Payeble and Accrued
Expenses” snd “Cither Noncurrent Liabifities” account is estimated at the present valye of
all future cash flows discounted using the fixed interest rate. The discount rate tscd inthe
present value of the minimurm leage payment js the interest rate implicit in the Jsgse, The
reduction on the finance lease liability is recognized uging the effactive interest method.

diversifioation. The Company sets strategies with the obiective of establishing a versatile
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and resourceful financial menagement and capital structure,
The Chief Finuncial Officer has overal] Tesponsibility for monttoring of capital jn

The Company defines capital as total equity shown in the condensed interim statemenis
of financial position, , ‘ ‘

There were no changes in the Company’s approach to capital management during the
year and the Company is not subject to externally-irmposed capitz} requirements.

The Company’s bank debt o equity ratio as at reporting date is as follows:

September3, 2013 December 31, 2010

. (Unaudited) (Andited)
Bank debt® - P750,000 P200,000
Total equity Ps,380,621 P5,634,790

Bank debt 10 equity ritio 0.13:1 0.04:1
debt is ompone oftates pRyable }
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Tem 2. Management's Discussion and Analysis of Financial Condition and Resulis of Operations.

Reuylts of eraﬁngs :

302011 has been a positive tuming pojot for PCFPI 3 reventues and net income have begun picking up.
The primary factors to this turnatornd have been the wuch-anticipated drop in sugar prices and increased
- marketing efforts on the part of PCPPI. .

302011 gross sales increased to P4.9 billion by aboud, 3% versus 3QR010. The increase was mainly due
to the aggressive expansion of the use of returnable packaging format for PCPPT's nen-cathonated
beverages (NCB) business across the country and the growth in the flavors line of the carbonated soft

market and increasing the revenue share of NCB in its product 'portfulio. Although Sept 2011 YTD gross

sales of P14.70 biltion sti]] trails Ye&x ago gross sales by less than 1%, this is remarkable constdering the
high base created by dry weather and election-related spending during the 1H2010. ,

3Q201) grogs profit increased by 10% to P1.03 billion and 27055 profit margin mereased to 24.5%,
primarily due to 2 major drop in sugar prices, Scptember 20] | SUZAr prices are estimated to be down 20%
from September 2010 and ebout 40% down from, jts poak earlier this vear. The drop i sugar prices has
been mamly dueto a 80od sugarcape harvest and the use of other sugar erop sonrees. Meanwhile, Sept
2011 YTD gross profit of P2.70 billion is still dows 10% compared to same period last year However,
this is expected to cotttinue to reverse a5 FUgar prices are expected to stabilize at cutrent levels on the
back of over-supply locally. Om the other band, the Zain accruad to the drop in sugar prices has bean
partially counter-balanced by the increase o fire] prices. :

Although Sept 2011 YD Operating expenses of P2.39 billion have been comparable to last year’s levels,
al 19% over net sales, 3Q2011"s operating cxpenses of P857.75 million have Increased by 9.7% ta 20.5%
of net sales, primarily due to increased marketing spending, '

Finally, net income has also started to pick up ax 302011 posted a pet income of P118.18 million which
is 4% higher than 3Q2010. Akthough, Sept 2011 YTD net income of P225.83 million still 1tails last
year’s net weome, PCPPI expects the reversal trend to continue for the fourth quarter on the back of the
stabilization of sugur prices at current levels and increased marketing efforts, . '

Financial Conglition
Liquidity remained haeilthy while rade payable days have likewise stayed at manageable leve]s,

Tn line with the Company's stategy 16 grow NCB and majutain its CSD market, the Company has
continued #s investment in the distibution infrastructure such ag bottles and shells and powered coolers.
It has completed the expansion projects in San Fernando and Cagavan De Oro.

Cansos for Material Changes (+/-5% or more)

. Decrease in current assets by 1.5%. This is due to net decrease in receivables and amornt due from
related patties by P} million, inventories by P24 million, and prepaid expenses by P67 million, offset
by increase in cash and eagh equivalents by P50 milljon. :

2. Jucrease in total nenenrrent assets by 8% due mainly to Inerease in bottles and cagme by P224 mitlion
and property, plant and equipment by P203 million in line with the Company’s expansion projects,
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3. Increase in tota] current liabilities by 7% due to increase in notes Payable by P550 mittion, offset by

~ decrease in accounts payable and acerued axpenses by P372 million.

4. Increase in tofal non-current liabilities by 14% due to increase in deforred fax liabilities by P46
million and other non-corrent iabilities by P38 milljon,

Known Trends, Demands, or Uncertaintios That May Affect Liquidity

The Company is not awure of eny trend that may affect its liquidity. Refer to Note 9 of the Condensed
Interim Financial Statements for a_discussion of the Companys liquidity risk and financial risk
management,

Events That May Trigger Direct or Contingent Obligations

The Company is not aware of any events that will trigger direct or contingent financial obligation that js
material to the Company, elading any default or acceleration of an obligation.

Off Balance Sheet Transactions

To the Companys knowledge, therc are no material off-balance sheet trénsamions, airangement,
obligations (including contingent obligations), and other relationship of the Company with
unconsolidated entities or other persons ¢reated during the reporting period.

Material Commitments for Capital Expenditures

The Company has ongoing definjte corporate expansion projects approved by the Boasd of Directors, As

a result of this expansion program, the Cornpany spent for property, plant and squipment as well ag
bottles and shells amounting 1o P1.386 million and P1,069 million for the nine-months ended September

Trends or Uncertalnties That May Impact Results of Operations

The Company’s performance wil] continue to hinge on the overal) performance of the Philippine
ccononty, the natural seasonality of operations, and the competitive environment of the beverage market
in the Philippines. Refer to Note O of the Condensed Interim Financial Statements for a discussion of the
Company’s Financial Risk Management. ' : :
Significant Flements of Income o Loss that Did not Arise from Coatianing Operations

There were no significant elements of Incotne or loss that did not arise from continuip 2 Operations.
Seasonality Aspects That May Affect Finansial Conditions or Results of Operations

Please refer to Note 4 of the Condensed Interim Financial statements for a discussion of the seasonality
of the Company’s operations. ‘
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op Five Performance Indicato
The table below sets forth the tomparative performance indicators of the Company. -

' September 30, 2011 December 31,2010
Cutrent ratio | ‘ 0.90 0.97

Debt (bank foans)-to-equity ratio? 0.13 0.04
' Current assets / current liabilities
* Bank loans / total stockholders’ equity

For the tine months ended September 31

2011 2010
Gross sales P14.7 billion P14.8 billion
Gross profit hargin® C21% 24%
Net income margin® 2% 4%
* Gross profit/ net sales '
Net income / net saleg
SIGNATURES
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