

























































































































































































Securities and Exchange Commission
SRC Rule 68, as amended
Annex 68.1 M, Schedules

Schedule A. Marketable Securities - (Current Marketable Equity Securities and Other Short-Term Cash Investments)

Valued based on

market
Name of Issuing entity and Number of shares or principal Amount shown in quotation at balance  Income received
association of each issue (1) amount of bonds and notes the balance sheet (2) sheet date (3) and accrued
N/A
TOTAL Php - 0
(2) Each issue shall be stated separately, except that reasonable grouping, without enumeration may be made of (a) securities issued or

guaranteed by the Philippine Government or its agencies and (b) securities issued by others for which the amounts in the aggregate are not more than
two percent of total assets.
- We don't have any Current Marketable Equity Securities and Other Short term Cash Investment as of June 30, 2013

(2) State the basis of determining the amounts shown in the column. This column shall be totaled to correspond to the respective balance
sheet caption or captions.

-N/A
(3) This column may be omitted if all amounts that would be shown are the same as those in the immediately preceding column.

-N/A




Securities and Exchange Commission
SRC Rule 68, as amended
Annex 68.1 M, Schedules

Schedule B. Amounts Receivable from Directors, Officers, Employees, Related Parties and Principal
Stockholders (Other than Related Parties)

Balance at, June

Name and Designation of debtor (1) ~ Balance, July 1, 2012 Additions Amounts collected (2)  Amounts written off (3) Current Not Current 30, 2013
A. Accounts Receivables 6,784,920.04 7,517,616.93
6,784,920.04 - - - - - 7,517,616.93
1) Show separately accounts receivables and notes receivable. In case of notes receivable, indicate pertinent information such as the due date,

interest rate, terms of repayment and collateral, if any.
2) If collection was other than in cash, explain.

3) Give reasons for write off.



Securities and Exchange Commission
SRC Rule 68, as amended
Annex 68.1 M, Schedules

Schedule C. Non-Current Marketable Equity Securities, Other Long-Term Investments in Stock, and Other Investments

Beginning Balance

Ending Balance

Equity in earnings

Number of shares or (losses) of

Number of shares or

. X principal .
principal amount of investees for the period amounts of bonds Amount in
Name of Issuing entity and description of Investmer ~P0ONds and notes (2) Amount in Pesos (3) Other (4) and notes (2) Pesos
A.) Unconsolidated Subsidiaries
B.) Other Related Parties :
CAT Realty Corporation 35000 147,000 35000 147,000
Luisita Golf and Country Club 555 83,400,000 555 83,400,000
C.) Other Companies - -
Philippine Long Distance Corporation 3426 731,399 80,041 3426 811,440
Alabang Golf 1 1,650,000 350,000 1 2,000,000
Economic Development Foundation, Inc. 1 15,000 1 15,000
85,943,399 430,041 86,373,440
1) Group separately securities of (a) unconsolidated subsidiaries and (b) other related parties and (c) other companies, the investment in which is accounted

for by the equity method. State separately investments in individual related parties which, when considered with related advances, exceed two per cent of total assets.

2)

3)

4)

5)

6)
a)
b)
c)

7)

Disclose the percentage of ownership interest represented by the shares if material.

-There were no Investment In Available for Sale of the Company with material effect to the Financial statement as of June 30, 2013.

The total of this column shall correspond to the amount of the related income statement caption.

Briefly describe each item. Explain if the cost represents other than a cash expenditure.

- Consists of Changes in Market Value of the Shares as of June 30, 2013

As to any dividends other than in cash, state the basis on which they have been taken up in the accounts, and the justification for such treatment. If any
such dividends received from related parties have been credited in an amount different from that charged to retained earnings by the disbursing company, state the
amount of differences and explain.

Briefly describe each item and state:

Cost of securities sold and how determined;

-N/A

Amount received (if other than cash explain); and

-N/A

Disposition of resulting profit or loss.

-N/A

The totals in this column shall correspond to the related balance sheet captions.




Securities and Exchange Commission
SRC Rule 68, as amended
Annex 68.1 M, Schedules

Schedule D. Indebtedness of Unconsolidated Subsidiaries and Related Parties

Name of Related parties (1)

Balance, July 1, 2012

Balance, June 30, 2013 (2)

Tarlac Distillery Corporation 35,664,436 24,967,757
CAT Realty Corporation 25,556,278 24,796,586
Central Luzon Cane Growers 21,514,967 -
Luisita Golf and Country Club Inc. 9,224,343 -
Hacienda Luisita Incorporated - 1,966,151
Jose Cojuangco & Sons, Inc. 143,098,559
TOTAL 91,960,024 194,829,053

1) The related parties named shall be grouped as in Schedule C. The information called for

shall be shown separately for each affiliate whose investment was shown separately in such related

schedule.

2) For each affiliate named in the first column, explain in a note hereto the nature and purpose

of any material increase.

Notes:

(1) The Tarlac Distillery was consolidated to Central Azucarera de Tarlac as of December 31, 2012.
(2) Central Azucarera de Tarlac paid the total due plus interest ranging from 9% to 11%.
(3) Central Azucarera de Tarlac transferred receivables from Hacienda Luisita, Inc. to Jose Cojuangco

Sons, Inc. as of May 31, 2013




Securities and Exchange Commission
SRC Rule 68, as amended
Annex 68.1 M, Schedules

Schedule E. Intangible Assets - Other Assets

Other changes

Charged to cost Charged to additions
Description (1) Beginning balance ~ Additions at cost (2) and expenses other accounts (deductions) Ending balance
N/A
1) The information required shall be grouped into (a) intangibles shown under the caption intangible assets and (b) deferrals shown

under the caption Other Assets in the related balance sheet. Show by major classifications as indicated in Parts IV-(b)(16).
- The Company doesn't have any intangible assets as of June 30, 2013.

2) For each change representing anything other than an acquisition, clearly state the nature of the change and the other accounts
affected. Describe cost of additions representing other than cash expenditures.

-N/A
3) If provision for amortization of intangible assets is credited in the books directly to the intangible asset account, the amounts shall be

stated with explanations, including the accounts charged. Clearly state the nature of deductions if these represent anything other than regular

amortization.
-N/A



Securities and Exchange Commission
SRC Rule 68, as amended
Annex 68.1 M, Schedules

Schedule F. Long Term Debt

Amount shown under caption Amount shown under caption
Amount authorized  "Current portion of long-term debt" "Long-Term Debt"
Title of Issue and type of obligation (1) by indenture in related balance sheet (2) in related balance sheet (3)
Notes Payable - Banks 195,666,666 135,833,334
Notes Payable - Others 68,333,334
Total 264,000,000 135,833,334
1) Include in this column each type of obligation authorized.
2) This column is to be totaled to correspond to the related balance sheet caption.

3) Include in this column details as to interest rates, amounts or number of periodic installments, and maturity dates.



Securities and Exchange Commission
SRC Rule 68, as amended
Annex 68.1 M, Schedules

Schedule G. Indebtedness to Related Parties (Long-Term Loans from Related Companies)

Name of related party (1) Balance at beginning of period Balance at end of period (2)
Tarlac Distillery Corp. 35,664,436 24,967,757
CAT Realty Corp. 25,556,278 24,796,586
Central Luzon Cane Growers, Inc. 21,514,967 -
Luisita Golf & Country Club, Inc. 9,224,343 -
Hacienda Luisita, Inc. - 1,966,151
Jose Cojuangco & Sons, Inc. 143,098,559
Total 91,960,024 194,829,053
1) The related parties named shall be grouped as in Schedule D. The information called for shall be

stated separately for any persons whose investments were shown separately in such related schedule.

2) For each affiliate named in the first column, explain in a note hereto the nature and purpose of any
material increase during the period that is in excess of 10 percent of the related balance at either the beginning or
end of the period.



Securities and Exchange Commission
SRC Rule 68, as amended
Annex 68.1 M, Schedules

Schedule H. Guarantees of Securities of Other Issuers (1)

Name of issuing entity of securities Amount owned by person

guaranteed by the company Title of issue of each class Total amount guaranteed for Nature of
for which this statement is filed of securities guaranteed and outstanding (2) which statement is filed guarantee  (3)
N/A

1) Indicate in a note any significant changes since the date of the last balance sheet filed. If this schedule is filed in support of

consolidated financial statements, there shall be set forth guarantees by any person included in the consolidation except such guarantees of securities
which are included in the consolidated balance sheet.

2) There need be made only a brief statement of the nature of the guarantee, such as "Guarantee of principal and interest", "Guarantee
of Interest", or "Guarantee of dividends". If the guarantee is of interest, dividends, or both, state the annual aggregate amount of interest or dividends
so guaranteed.



Securities and Exchange Commission

SRC Rule 68, as amended
Annex 68.1 M, Schedules

Schedule I. Capital Stock (1)

Number of Shares

Title of Issue (2) authorized

Number of shares
reserved for

Number of shares
issued and
outstanding at shown options, warrants,

under conversion

Number of
shares held
by related
parties (3)

Directors, officers
and employees

Others

Common Shares 40,000,000

28,252,972

268,880
151,952
302,464

1,000
323,136
162,809

1,000

1,000

1,677

20

7,855,828

4,734,492

1,586,382

Jose Cojuangco, Jr.
Fernando C. Cojuangco
Ernesto Teopaco

Marrise Mcmurray

Paz Teopaco

Jose Manuel Lopa
Eufrocinio Dela Merced, Jr.
Wellerita D. Aguas
Catherine Cochico

Renato Padilla

Jose Cojuangco & Sons, Inc
Luisita Trust Fund
Tarlac Distillery Corporation

TOTAL 40,000,000

28,252,972

15,390,640

1) Indicate in a note any significant changes since the date of the last balance sheet filed.

2) Include in this column each type of issue authorized.

3) Related parties referred to include persons for which separate financial statements are filed and those included in consolidated financial
statements, other than the issuer of the particular security.
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DUnunny a peLLen

The Stockholders and the Board of Directors
Central Azucarerade Tarlac

Report on the Financial Statements

We have audited the accompanying financial statements of Central Azucarera de Tarlac, which
comprise the bal ance sheets as at June 30, 2013 and 2012, and the statements of income, statements of
comprehensive income, statements of changesin equity and statements of cash flows for each of the
three years ended June 30, 2013, and a summary of significant accounting policies and other
explanatory information.

Management’ s Responsibility for the Financial Satements

Management is responsible for the preparation and fair presentation of these financial statementsin
accordance with Philippine Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statementsthat are free
from material misstatement, whether due to fraud or error.

Auditors Responsibility

Our responsihility isto express an opinion on these financial statements based on our audits. We
conducted our auditsin accordance with Philippine Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’ s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statementsin order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’ sinternal control. An audit also includes eval uating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, aswell as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

A member firm of Ernst & Young Global Limited



Opinion

In our opinion, the financial statements present fairly, in al materia respects, the financial position of
Central Azucarerade Tarlac as at June 30, 2013 and 2012, and its financial performance and its cash
flows for each of the three years ended June 30, 2013 in accordance with Philippine Financial
Reporting Standards.

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 1 to the financial statements which
disclosed that the Company’ s negative working capital position was aresult of the lossesincurred
from the stoppage of operations due to the labor dispute which occurred from November 2004 to
December 2005. Thisfactor, among others, raises doubt as to the ability of the Company to continue
asagoing concern. To mitigate this condition, as further described in Note 1, the Company
implemented various financial and operational strengthening measures, including revenue
enhancement, aggressive cost reduction and multilateral settlement of accounts with banks and other
creditors.

Report on the Supplementary | nformation Required Under Revenue Regulations 19-2011
and 15-2010

Our audits were conducted for the purpose of forming an opinion on the basic financia statements
taken asawhole. The supplementary information required under Revenue Regulations 19-2011

and 15-2010 in Notes 25 and 26 to the financial statements, respectively, are presented for purposes of
filing with the Bureau of Internal Revenue and are not arequired part of the basic financial statements.
Such information are the responsibility of the management of Central Azucarerade Tarlac. The
information have been subjected to the auditing procedures applied in our audit of the basic financial
statements. In our opinion, the information are fairly stated, in all material respects, in relation to the
basic financial statements taken as whole.

SYCIP GORRESVELAYO & CO.

Jose Pepito E. Zabat 111

Partner

CPA Certificate No. 85501

SEC Accreditation No. 0328-AR-2 (Group A),
March 1, 2012, valid until March 1, 2015

Tax ldentification No. 102-100-830

BIR Accreditation No. 08-001998-60-2012,
April 11, 2012, valid until April 10, 2015

PTR No. 3670041, January 2, 2013, Makati City

October 8, 2013

A member firm of Ernst & Young Global Limited



CENTRAL AZUCARERA DE TARLAC

BALANCE SHEETS

June 30
2013 2012
ASSETS
Current Assets
Cash (Notes 6, 23 and 24) P81,403,123 B57,846,764
Receivables (Notes 7, 18, 23 and 24) 384,627,613 1,409,122,614
Inventories (Note 8) 110,770,904 155,475,397
Other current assets (Note 9) 53,794,275 40,949,831
Tota Current Assets 630,595,915 1,663,394,606
Noncurrent Assets
Available-for-sale financial assets (Notes 10, 18, 23 and 24) 86,373,439 85,943,399
Property, plant and equipment:
Land - at revalued amount (Note 11) 1,757,000,000 1,757,000,000
Property and equipment - at cost (Note 11) 306,636,873 333,221,376
Deferred tax assets (Note 19) 52,912,276 57,284,700
Other noncurrent assets 8,912,825 8,855,063
Tota Noncurrent Assets 2,211,835,413 2,242,304,538
B2,842,431,328 £3,905,699,144
LIABILITIESAND EQUITY
Current Liabilities
Trade and other payables (Notes 12, 13, 18, 23 and 24) B579,496,333 £1,821,316,281
Current portion of notes payable (Notes 13, 18, 23 and 24) 264,000,000 164,666,667
Total Current Liabilities 843,496,333 1,985,982,948
Noncurrent Liabilities
Notes payable - net of current portion (Notes 13, 18, 23 and 24) 135,833,334 152,666,667
Pension liability (Note 17) 87,826,468 97,765,635
Deferred tax liability (Note 19) 519,367,458 519,367,458
Other noncurrent liabilities (Notes 12, 23 and 24) 69,503,107 102,438,839
Total Noncurrent Liabilities 812,530,367 872,238,599
Equity
Capital stock - P10 par value (Note 21):
Authorized - 40,000,000 shares
Issued - 28,254,596 shares 282,545,960 282,545,960
Deficit (367,787,403) (506,284,394)
Revaluation increment (Note 11) 1,211,857,402 1,211,857,402
Unrealized cumulative gain on available-for-sale financial assets
(Note 10) 59,795,869 59,365,829
1,186,411,828 1,047,484,797
Less cost of 720 shares of stock in treasury (Note 21) (7,200) (7,200)
Tota Equity 1,186,404,628 1,047,477,597

P2,842,431,328 PB3,905,699,144

See accompanying Notes to Financial Statements.



CENTRAL AZUCARERA DE TARLAC

STATEMENTSOF INCOME

Y ears Ended June 30
2013 2012 2011
REVENUES
Sale of sugar and by-products (Note 20) B719,379,346 B741,062,795 ©838,375,480
Tolling fees (Note 20) 290,668,191 226,414,541 262,414,213
1,010,047537 967,477,336 1,100,789,693
COST OF GOODS SOLD AND SERVICES
Costs of goods sold (Note 14) 552,609,659 588,437,991 452,034,027
Costs of talling services (Note 15) 126,696,879 138,473,341 129,828,838
679,306,538 726,911,332 581,862,865
GROSSINCOME 330,740,999 240,566,004 518,926,828
Operating expenses (Note 16) (157,160,529) (138,422,298) (124,387,193)
Penalties and interest expense (Notes 13, 18 and 20) (39,272,047) (279,249,057) (209,303,582)
Interest income (Notes 6, 7 and 18) 2,900,951 7,143,973 4,379,807
Other income - net (Notes 12 and 20) 13,625,859 2,691,079 824,804
INCOME (LOSS) BEFORE INCOME TAX 150,835,233  (167,270,299) 190,440,664
PROVISION FOR (BENEFIT FROM)
INCOME TAX (Note 19)
Current 7,965,818 4,851,401 56,482,084
Deferred 4,372,424 3,387,583 571,457
Application of minimum corporate income tax — — (21,444,738)
12,338,242 8,238,984 35,608,803
NET INCOME (LOSS) P138,496,991 (P175,509,283) ©154,831,861
EARNINGS (LOSS) PER SHARE (Note 21) P4.90 (B6.21) B5.48

See accompanying Notes to Financial Statements.



CENTRAL AZUCARERA DE TARLAC

STATEMENTS OF COMPREHENSIVE INCOME

Y ears Ended June 30
2013 2012 2011
NET INCOME (LOSS) £138,496,991 (P175,509,283) P154,831,861
OTHER COMPREHENSIVE INCOME (LOSS)
Revaluation increment in land (Note 11) — 392,000,000 -
Income tax effect (Note 19) — (117,600,000) -
— 274,400,000 -
Unrealized gain (loss) on available-for-sale financial
assets (Note 10) 430,040 89,886 (1,243,904)
OTHER COMPREHENSIVE INCOME (LOSS)
- NET OF TAX 430,040 274,489,836 (1,243,904)
TOTAL COMPREHENSIVE INCOME
- NET OF TAX P138,927,031  B98,980,603 P153,587,957

See accompanying Notes to Financial Statements.



CENTRAL AZUCARERA DE TARLAC

STATEMENTSOF CHANGESIN EQUITY
FOR THE YEARS ENDED JUNE 30, 2013, 2012 AND 2011

Unrealized

Cumulative

Gain on

Revaluation Available-for-

Increment in Sale

Capital Stock Land Financial Assets  Treasury Stock

(Note 21) Deficit (Note 11) (Note 10) (Note 21) Total Equity
At June 30, 2012 B282,545,960 (B506,284,394)  P1,211,857,402 P59,365,829 (B7,200) B1,047,477,597
Total comprehensive income for the year — 138,496,991 — 430,040 — 138,927,031
At June 30, 2013 B282,545,960 (B367,787,403) P1,211,857,402 P59,795,869 (B7,200) P1,186,404,628
At June 30, 2011 £282,545,960 (B330,775,111) £937,457,402 B£59,275,943 (B7,200) £948,496,994
Total comprehensive income (loss) for the year — (175,509,283) 274,400,000 89,886 — 98,980,603
At June 30, 2012 B£282,545,960 (B506,284,394) PB1,211,857,402 59,365,829 (B7,200) B1,047,477,597
At June 30, 2010 £282,545,960 (B485,606,972) £937,457,402 £60,519,847 (B7,200) £794,909,037
Total comprehensive income (loss) for the year — 154,831,861 - (1,243,904) - 153,587,957
At June 30, 2011 £282,545,960 (B330,775,111) £937,457,402 B£59,275,943 (B7,200) £948,496,994

See accompanying Notes to Financial Statements.



CENTRAL AZUCARERA DE TARLAC

STATEMENTSOF CASH FLOWS

Years Ended June 30

2013

2012

2011

CASH FLOWSFROM OPERATING ACTIVITIES

Income (loss) before income tax
Adjustmentsfor:

£150,835,233 (P167,270,299) £190,440,664

Gain on reversal of liahility (Note 20) (65,942,455) - -
Depreciation and amortization (Notes 14, 15
and 16) 56,766,595 66,246,062 35,384,034
Penalties and interest expense (Notes 12, 13, 18
and 20) 39,272,047 279,249,057 209,303,582

Interest income (Notes 6, 7 and 18) (2,900,951) (7,243,973) (4,379,807)

Provision for doubtful accounts (Notes 7 and 18) 25,550 274,798 221,566
Operating income before working capital changes 178,056,019 171,355,645 430,970,039
Decrease (increase) in:

Receivables (7,491,345) 67,719,401 (86,244,982)

Inventories 44,704,493 (6,911,183)  (60,843,350)

Other current assets (12,844,444) 12,756,082 1,031,811
Increase (decrease) in:

Trade and other payables 75,118,930 122,024,135 (8,929,380)

Pension liability (9,939,167)  (17,560,900)  (15,176,450)

Provisions — (3,200,000) 3,200,000
Net cash generated from operations 267,604,486 346,183,180 264,007,688
Income tax paid (7,965,818) (4,851,401)  (35,037,346)
Net cash provided by operating activities 259,638,668 341,331,779 228,970,342
CASH FLOWSFROM INVESTING ACTIVITIES
Net additions to property, plant and egquipment

(Note 11) (30,182,092) (166,657,266)  (76,432,748)
Decrease (increase) in:

Due from related parties (250,838,109) (142,992,334)  (74,706,587)

Other noncurrent assets (57,762) 376,534 1,604,661
Interest received 2,612,295 6,855,317 4,091,151
Net cash used in investing activities (278,465,668)  (302,417,749) (145,443,523)
CASH FLOWSFROM FINANCING ACTIVITIES
Availment of notes payable (Note 13) 338,000,000 115,000,000 115,000,000
Payments of

Notes payable (Note 13) (255,500,000) (111,666,666)  (92,500,000)

Interest (Notes 12, 13 and 18) (40,116,641) (82,555,775)  (77,105,361)
Net cash provided by (used in) financing activities 42,383,359 (79,222,441)  (54,605,361)
NET INCREASE (DECREASE) IN CASH 23,556,359 (40,308,411) 28,921,458
CASH AT BEGINNING OF YEAR 57,846,764 98,155,175 69,233,717
CASH AT END OF YEAR (Note 6) B81,403,123 B57,846,764 P98,155,175

See accompanying Notes to Financial Statements.



CENTRAL AZUCARERA DE TARLAC

NOTESTO FINANCIAL STATEMENTS

1. CorporateInformation, Status of Operations and Authorization for the I ssuance of the
Financial Statements

Corporate Information

Central Azucarera de Tarlac (the Company) is incorporated and registered with the Philippine
Securities and Exchange Commission (SEC) on June 19, 1927. The Company is an integrated
sugar company engaged in the production of sugar (raw and refined) and sugar by-products such
as molasses, alcohol and carbon dioxide. The registered office address and place of business of
the Company isin San Miguel, Tarlac City.

The Company’s shares of stock are publicly listed and traded in the Philippine Stock Exchange
(PSE).

The accompanying financia statements have been prepared assuming the Company will continue
asagoing concern. The labor dispute, which forced the Company to stop milling operations from
November 2004 to December 2005, brought considerable hardship both to the operational and
financial conditions of the Company. The Company was not able to recover its fixed costs,
representing mainly salaries and wages, depreciation and amortization, repairs and maintenance,
powerhouse and service department costs, because of the resultant low volume of sales.
Moreover, the Company was not able to meet its maturing bank obligations. The situation placed
the Company in a significant negative working capital, deficit and tight liquidity position.

Status of Operations

Since the milling operations resumed in December 2005, the Company implemented revenue
enhancement strategies, aggressive cost reduction and settlement of accounts with banks and other
creditors. These include, among others, the following:

= Sourcing of outside planters to increase its revenue from sales of sugars and tolling services,
= Upgrading and purchasing of milling equipment; and

= Successful settlement of its remaining matured |oan and related unpaid interest aggregating
£29.9 million with local banksin 2013 (see Note 13); and

= Successful negotiation for the overdue customers’ advances, including related interest and
penalties (see Note 20).

The ability of the Company to continue as a going concern depends on the continued success of
these activities.

Authorization for the Issuance of the Financial Statements
The accompanying financial statements were authorized for issuance by the Board of Directors
(BOD) on October 8, 2013.




2. Bassof Preparation and Statement of Compliance

Basis of Preparation

Thefinancia statements of the Company have been prepared on the historical cost basis, except
for land under “Property, plant and equipment” account that has been measured at revalued
amount and investment in listed shares of stock under “ Available-for-sale (AFS) financial assets’
account that have been measured at fair value. The financial statements are presented in
Philippine peso (Peso) unit, which is the Company’ s functional currency.

All amounts are rounded to the nearest Peso, except when otherwise indicated.

Statement of Compliance

The accompanying financia statements have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS). PFRS also includes Philippine Accounting Standards
(PAS), including Philippine Interpretations from International Financial Reporting Interpretations
Committee (IFRIC) by the Financial Reporting Standards Council (FRSC).

3. Summary of Significant Changesin Accounting Policiesand Disclosures

Changes in Accounting Policies

The following are the new and amended PAS which were adopted by the Company beginning
July 1, 2012. Unless otherwise indicated, the adoption of the following standards did not have
significant impact on the financial statements.

= PAS1, Financial Satement Presentation — Presentation of Items of Other Comprehensive
Income (OCI) (Amendments), is effective for annual periods beginning on or after July 1,
2012. The amendmentsto PAS 1 change the grouping of items presented in OCI. Itemsthat
could be reclassified (or "recycled”) to profit or loss at afuture point in time (for example,
upon derecognition or settlement) would be presented separately from items that will never be
reclassified. The amendments did not affect the Company’ s presentation and have no impact
on the Company’ s financial position or performance.

= PAS 12, Income Taxes (Amendment) — Deferred Tax: Recovery of Underlying Assets, is
effective for annual periods beginning on or after January 1, 2012. It clarifiesthe
determination of deferred tax on investment property measured at fair value. The amendment
introduces a rebuttable presumption that deferred tax on investment property measured using
the fair value model in PAS 40, Investment Property, should be determined on the basis that
its carrying amount will be recovered through sale. Furthermore, it introduces the requirement
that deferred tax on non-depreciable assets that are measured using the revaluation model in
PAS 16, Property, Plant and Equipment, always be measured on a sale basis of the asset.

Future Changes in Accounting Policies

The Company did not early adopt the following new standards, amendments and improvements to
PFRS and Philippine Interpretations that have been approved but are not yet effective. The
Company does not expect these changes to have a significant impact on its financial statements
unless otherwise indicated.
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PAS 19, Employee Benefits (Revised), will become effective for annual periods beginning on
or after January 1, 2013. Amendmentsto PAS 19 range from fundamental changes such as
removing the corridor mechanism and the concept of expected returns on plan assets to simple
clarifications and re-wording. The revised standard al so requires new disclosures such as,
among others, a sensitivity analysis for each significant actuarial assumption, information on
asset-liability matching strategies, duration of the defined benefit obligation, and
disaggregation of plan assets by nature and risk. Once effective, the Company has to apply the
amendments retroactively to the earliest period presented.

The Company reviewed its existing employee benefits and determined that the amended
standard has significant impact on its accounting for retirement benefits. The Company
obtained the services of an external actuary to compute the impact of adoption of the standard
toitsfinancial statements.

The estimated impact on the Company’s financial statements is detailed bel ow:

AsatJune30, Asatdulyl, AsatJdulyl,

Increase (decrease) in: 2013 2012 2011

Statements of Financial Position

Pension liability 53,169,385 (P47,116,353) (P84,453,162)

Deferred tax asset 15,129,086  (14,134,906) (25,335,949)

Other comprehensive loss 35,301,200 - -

Retained earnings (33,904,638) 32,981,447 59,117,213
2013

Statement of Comprehensive Income

Retirement benefits expense $8,805,800

Benefit from income tax (7,984,998)

Net income 151,708,707

PAS 27, Separate Financial Satements (as revised in 2011), will become effective for annual
periods beginning on or after January 1, 2013. As a consequence of the issuance of the new
PFRS 10, Consolidated Financial Satements, and PFRS 12, Disclosure of Interests in Other
Entities, what remains of PAS 27 is limited to accounting for subsidiaries, jointly controlled
entities, and associates in separate financia statements.

PAS 28, Investments in Associates and Joint Ventures (asrevised in 2011), will become
effective for annual periods beginning on or after January 1, 2013. As a consequence of the
issuance of the new PFRS 11 and PFRS 12, PAS 28 has been renamed as PAS 28, | nvestments
in Associates and Joint Ventures, and describes the application of the equity method to
investmentsin joint ventures in addition to associates.

PAS 32, Financial Instruments. Presentation — Offsetting Financial Assets and Financial
liabilities (Amendments). The amendments to PAS 32 are to be applied retrospectively for
annua periods beginning on or after January 1, 2014. These amendmentsto PAS 32 clarify
the meaning of “currently has alegally enforceableright to offset” and also clarify the
application of the PAS 32 offsetting criteriato settlement systems (such as central clearing
house systems) which apply gross settlement mechanisms that are not simultaneous. While
the amendment is expected not to have any impact on the net assets of the Company, any
changes in offsetting is expected to impact |everage ratios and regulatory capital requirements.
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PFRS 1, Government Loans, will become effective for annual periods beginning on or after
January 1, 2013. The amendment requires first-time adopters to apply the requirements of
PAS 20, Accounting for Government Grants and Disclosure of Gover nment Assistance,
prospectively to government |oans existing at the date of transition to PFRS. However,
entities may choaose to apply the requirements of PFRS 9, Financial Instruments: Recognition
and Measurement (or PAS 39, Financial Instruments: Recognition and Measurement, as
applicable) and PAS 20 to government |oans retrospectively if the information needed to do so
had been obtained at the time of initially accounting for that loan.

PFRS 7, Financial instruments: Disclosures — Offsetting Financial Assets and Financial
Liabilities (Amendments). The amendments to PFRS 7 are to be applied retrospectively for
annua periods beginning on or after January 1, 2013. These amendments require an entity to
disclose information about rights of offset and related arrangements (such as collateral
agreements). The new disclosures are required for all recognized financia instruments that
are set off in accordance with PAS 32. These disclosures also apply to recognized financial
instruments that are subject to an enforceable master netting arrangement or “similar
agreement”, irrespective of whether they are offset in accordance with PAS 32. The
amendments require entities to disclose, in atabular format unless another format is more
appropriate, the following minimum quantitative information. Thisis presented separately for
financial assets and financial liabilities recognized at the end of the reporting period:

a) The gross amounts of those recognized financial assets and recognized financial liabilities.

b) Theamountsthat are set off in accordance with the criteriain PAS 32 when determining
the net amounts presented in the balance sheet.

¢) The net amounts presented in the balance shest.

d) The amounts subject to an enforceable master netting arrangement or similar agreement
that are not otherwise included in (b) above, including:

i.  Amounts related to recognized financial instruments that do not meet some or all of
the offsetting criteriain PAS 32.
ii. Amounts related to financial collateral (including cash collateral).

€) The net amount after deducting the amountsin (d) from the amounts in (c) above.

PFRS 9, Financial Instruments: Classification and Measurement, will become effective for
annual periods beginning on or after January 1, 2015. PFRS 9, asissued in 2010, reflects the
first phase of the work on the replacement of PAS 39 and applies to classification and
measurement of financial assets and financial liabilities as defined in PAS 39. In subsequent
phases, hedge accounting and impairment of financial assets will be addressed with the
completion of this project expected on thefirst half of 2012. The adoption of the first phase of
PFRS 9 will have an effect on the classification and measurement of the Company’ s financial
assets, but will potentially have no impact on classification and measurements of financial
liabilities. The Company will quantify the effect in conjunction with the other phases, when
issued, to present a comprehensive picture.

PFRS 10, Consolidated Financial Statements, and PAS 27, Separate Financial Statements,
will become effective for annual periods beginning on or after January 1, 2013. PFRS 10
replaces the portion of PAS 27 that addresses the accounting for consolidated financial
statements. It also includes the issues raised in Philippine Interpretation Standing
Interpretations Committee (SIC) - 12, Consolidation — Special Purpose Entities. PFRS 10
establishes asingle control model that appliesto all entities including specia purpose entities.
The changes introduced by PFRS 10 will require management to exercise significant judgment
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to determine which entities are controlled, and therefore, are required to be consolidated by a
parent, compared with the requirements that werein PAS 27.

PFRS 11, Joint Arrangements, and PAS 28, Investments in Associates and Joint Ventures.
PFRS 11 replaces PAS 31, Interestsin Joint Ventures, and Philippine Interpretation SIC-13,
Jointly Controlled Entities — Non-monetary Contributions by Venturers. PFRS 11 and PAS 28
(amended in 2011) will become effective for annual periods beginning on or after January 1,
2013. The new standard focuses on the nature of the rights and obligations arising from the
arrangement. It removes the option to account for jointly controlled entities (JCES) using
proportionate consolidation. Instead, JCES that meet the definition of ajoint venture must be
accounted for using the equity method. As aconsequence, PAS 28 was amended and renamed
as PAS 28, Investments in Associates and Joint Ventures, to describe the application of the
equity method to investments in joint ventures in addition to associates.

PFRS 12, Disclosure of Interestsin Other Entities, will become effective for annual periods
beginning on or after January 1, 2013. PFRS 12 includes all of the disclosures that were
previously in PAS 27 related to consolidated financial statements, aswell as all of the
disclosures that were previously included in PAS 31 and PAS 28, Investments in Associates.
These disclosures relate to an entity’ s interests in subsidiaries, joint arrangements, associates
and structured entities. A number of new disclosures are a so required.

PFRS 13, Fair Value Measurement, will become effective for annual periods beginning on or
after January 1, 2013. PFRS 13 establishes a single source of guidance under PFRS for al fair
value measurements. PFRS 13 does not change when an entity is required to use fair value,
but rather provides guidance on how to measure fair value under PFRS when fair valueis
required or permitted. The Company is currently assessing the impact that this standard will
have on itsfinancial statements.

Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate, covers
accounting for revenue and associated expenses by entities that undertake the construction of
rea estate directly or through subcontractors. The interpretation requires that revenue on
construction of real estate be recognized only upon compl etion, except when such contract
gualifies as construction contract to be accounted for under PAS 11, Construction Contracts,
or involves rendering of servicesin which case revenue is recognized based on stage of
completion. Contractsinvolving provision of services with the construction materials and
where the risks and reward of ownership are transferred to the buyer on a continuous basis
will also be accounted for based on stage of completion. The SEC and the FRSC have
deferred the effectivity of thisinterpretation until the final Revenue standard is issued by
International Accounting Standards Board and an evaluation of the requirements of the final
Revenue standard against the practices of the Philippine real estate industry is completed.

Philippine Interpretation IFRIC 20, Sripping Costs in the Production Phase of a Surface
Mine, becomes effective for annual periods beginning on or after January 1, 2013. This
interpretation applies to waste removal costs that are incurred in surface mining activity during
the production phase of the mine (“production stripping costs’) and provides guidance on the
recognition of production stripping costs as an asset and measurement of the stripping activity
asset.
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Annual Improvements to PFRS 2009-2011 Cycle

The Annual Improvements to PFRS (2009-2011 Cycle) contain non-urgent but necessary
amendments to PFRS. The amendments are applicable to annual periods beginning on or after
January 1, 2013. Earlier application is permitted.

o PFRS 1, Firgt-time Adoption of PFRS- Borrowing Costs
The amendment clarifies that, upon adoption of PFRS, an entity that capitalized borrowing
costs in accordance with its previous generally accepted accounting principles, may carry
forward, without any adjustment, the amount previoudy capitalized in its opening
statements of financial position at the date of transition. Subsequent to the adoption of
PFRS, borrowing costs are recognized in accordance with PAS 23, Borrowing Costs.

e PAS], Presentation of Financial Satements - Clarification of the Requirements for
Comparative | nformation
The amendments clarify the requirements for comparative information that are disclosed
voluntarily and those that are mandatory due to retrospective application of an accounting
policy, or retrospective restatement or reclassification of itemsin the financial statements.
An entity must include comparative information in the related notesto the financia
statements when it voluntarily provides comparative information beyond the minimum
required comparative period. The additional comparative period does not heed to contain a
complete set of financia statements. On the other hand, supporting notes for the third
bal ance sheet (mandatory when there is a retrospective application of an accounting policy,
or retrospective restatement or reclassification of itemsin the financial statements) are not
required. The need for amendments affects disclosures only and will have no impact on the
Company’sfinancial position or performance.

e PAS 16, Property, Plant and Equipment - Classification of Servicing Equipment
The amendment clarifies that spare parts, stand-by equipment and servicing equipment
should be recognized as property, plant and equipment when they meet the definition of
property, plant and equipment and should be recognized as inventory if otherwise. The
Company is currently ng the impact of the amendment initsfinancia statements.

e PAS32, Financial Instruments. Presentation - Tax Effects of Distributions to Holders of
Equity Instruments
The amendment clarifies that income taxes relating to distributions to equity holders and to
transaction costs of an equity transaction are accounted for in accordance with PAS 12,
Income Taxes.

o PAS 34, Interim Financial Reporting - Interim Financial Reporting and Segment
Information for Total Assets and Liabilities
The amendment clarifies that the total assets and liabilities for a particular reportable
segment need to be disclosed only when the amounts are regularly provided to the chief
operating decision maker and there has been amateria change from the amount disclosed
in the entity’ s previous annual financial statements for that reportable segment. The
Company is currently ng the impact of the amendment initsfinancia statements.



4. Summary of Significant Accounting and Financial Reporting Policies

Cash
Cash includes cash on hand and in banks.

Financial Assets

Initial Recognition and Measurement. Financial assets within the scope of PAS 39 are classified
as financial assets at fair value through profit or loss (FVPL), loans and receivabl es, held-to-
maturity (HTM) investments, AFS financia assets, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate. The Company determines the classification of
itsfinancial assets at initial recognition.

All financial assets are recognized initially at fair value plus, in the case of investments not at
FVPL, directly attributabl e transaction costs.

Purchases or sales of financial assets that require delivery of assets within a time frame established
by regulation or convention in the marketplace (regular way trades) are recognized on the trade
date, i.e., the date that the Company commits to purchase or sell the asset.

The Company’ s financial assets include cash, receivables and AFS financial assets. The Company
has no financial assets classified at FVPL and HTM investments as at June 30, 2013 and 2012.

Subsequent Measurement. The subsequent measurement of financial assets depends on their
classification asfollows:

Loans and Receivables. Loans and receivables are non-derivative financia assets with fixed or
determinable payments that are not quoted in an active market. After initial measurement, such
financial assets are subsequently measured at amortized cost using the effective interest rate (EIR)
method, lessimpairment. Amortized cost is calculated by taking into account any discount or
premium on acquisition and fee or costs that are an integral part of the EIR. The EIR amortization
aswell asthe losses arising from impairment isincluded in the “Interest income” account in the
statement of income. Loans and receivables are included in current assets if maturity iswithin

12 months from the balance sheet date. Otherwise, these are classified as noncurrent assets.

This category includes cash and receivables.

AFSFinancial Assets. AFS financial assets include equity securities. Equity investments
classified as AFS are those, which are neither classified as held for trading nor designated at
FVPL.

After initial measurement, AFS financia assets are subsequently measured at fair value with
unrealized gains or losses recognized as other comprehensive income in the “Unrealized gain
(loss) on available-for-sale financial assets’” account, until the investment is derecognized, at
which time the cumulative gain or lossis recognized in the “Gain or loss on sale of available-for-
saleinvestments’ account in the statement of income, or determined to be impaired, at which time
the cumulative lossis recognized in the statement of income. Dividends earned on holding AFS
equity instruments are recognized in the statement of income as dividend income when the right of
the payment has been established.

AFS financial assets whose fair value cannot be reliably measured are measured at cost less any

impairment. If areliable measure of fair value subsequently becomes available, the asset is
measured at that fair value, and the gain or loss is recognized in the statement of comprehensive
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income, provided it is not impaired. If areliable measure ceasesto be available, it should
thereafter be measured at ‘ cost’, which is deemed to be the fair value on that date. Any gain or
loss previously recognized in other comprehensive income will remain in equity until the asset has
been sold, otherwise disposed of or impaired, at which time it should be reclassified to the
statement of income.

The Company evaluated its AFS financial assets whether the ability and intention to sell themin
the near termis still appropriate. When the Company is unable to trade these financial assets due
to inactive markets and management’ s intent significantly changes to do so in the foreseeable
future, the Company may elect to reclassify these financial assetsin rare circumstances.
Reclassification to loans and receivables or HTM investments is permitted when the financia
asset meets the definition of loans and receivables and HTM investments, respectively, and the
Company has the intent and ability to hold these assets for the foreseeable future or maturity. For
afinancial asset reclassified out of the AFS category, any previous gain or 10ss on that asset that
has been recognized in the statement of comprehensive income is amortized in the statement of
income over the remaining life of the investment using the EIR. Any difference between the new
amortized cost and the expected cash flows is also amortized over the remaining life of the asset
using the EIR. If the asset is subsequently determined to be impaired, then the amount recorded in
the statement of comprehensive income is reclassified to the statement of income.

This category includes AFS financial assets classified as proprietary shares and investmentsin
listed and unlisted securities.

Derecognition of Financial Assets
A financial asset (or, when applicable a part of afinancia asset or part of agroup of similar
financial assets) is derecognized when:

= therightsto receive cash flows from the asset have expired; or

= the Company hastransferred its rights to receive cash flows from the asset and either: (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor
retained substantialy all the risks and rewards of the asset, but has transferred control of the
asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered
into a pass-through arrangement and has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset, the asset is recognized to the extent of
the Company’ s continuing involvement in the asset. In that case, the Company also recognizes an
associated liability. The transferred asset and the associated liability are measured on abasis that
reflects the rights and obligations that the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured
at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the Company could be required to repay.

Impairment of Financial Assets

The Company assesses at each balance sheet date whether afinancia asset or group of financial
assetsisimpaired. A financial asset or agroup of financial assetsis deemed to be impaired if, and
only if, there is objective evidence of impairment as aresult of one or more events that has
occurred after the initial recognition of the asset (an incurred “loss event™) and that |oss event has
an impact on the estimated future cash flows of the financial asset or the group of financial assets
that can bereliably estimated. Evidence of impairment may include indications that the debtors or
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agroup of debtorsis experiencing significant financial difficulty, default or delinquency in interest
or principa payments, the probability that they will enter bankruptcy or other financial
reorganization and where observable dataindicate that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or economic conditions that correlate with
defaults.

Assets Carried at Amortized Cost. If there is objective evidence that an impairment 10ss on assets
carried at amortized cost has been incurred, the amount of the lossis measured as the difference
between the asset’ s carrying amount and the present value of estimated future cash flows
(excluding future expected credit losses that have not been incurred) discounted at the financial
asset’s origina EIR (i.e., the EIR computed at initial recognition). If aloan has avariable interest
rate, the discount rate for measuring any impairment lossis the current EIR. The carrying amount
of the asset is reduced through use of an allowance account. The amount of the loss is recognized
in the statement of income.

The Company first assesses whether objective evidence of impairment existsindividually for
financial assets that are individually significant, and individually or collectively for financial
assets that are not individually significant. If it is determined that no objective evidence of
impairment exists for anindividually assessed financial asset, whether significant or not, the asset
isincluded in agroup of financial assets with similar credit risk characteristics and that group of
financial assetsis collectively assessed for impairment. Assets that are individually assessed for
impairment and for which an impairment lossis or continues to be recognized are no longer
included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment lossis reversed by adjusting the allowance account. The amount of the
reversal isrecognized in the statement of income. Interest income continues to be accrued on the
reduced carrying amount based on the original EIR of the asset. Loanstogether with the
associated allowance are written off when there is no realistic prospect of future recovery and all
collateral, if any, has been realized or has been transferred to the Company. If afuture write-off is
later recovered, the recovery is recognized in the statement of income under “Other income”
account. Any subsequent reversal of an impairment lossis recognized in the statement of income
under “Provision for (reversal of) impairment losses’ account, to the extent that the carrying value
of the asset does not exceed its amortized cost at the reversal date.

In relation to trade, planters receivables, due from related parties and other receivables, a
provision for impairment is made when there is objective evidence (such as the probability of
insolvency or significant financial difficulties of the debtor) that the Company will not be ableto
collect al of the amounts due under the original terms of theinvoice. The carrying amount of the
receivable is reduced through the use of an allowance account. Impaired receivables are written
off when they are assessed as uncollectible.

AFSFinancial Assets. If an AFS financial asset isimpaired, an amount comprising the difference
between its cost (net of any principal payment and amortization) less any impairment loss
previoudy recognized in the statement of income, is transferred from equity to the statement of
income. Reversasin respect of equity instruments classified as AFS are not recognized in
statement of income.
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The Company treats AFS financial assets as impaired when there has been a significant and
prolonged decline in the fair value below its costs or where there are objective evidence that
impairment exists. In addition, the Company evaluates other factorsincluding normal volatility in
share prices for quoted securities and the future cash flows and discounted factors for unquoted
securities.

Financial Liabilities

Initial Recognition and Measurement. Financial liabilities within the scope of PAS 39 are
classified as financial liabilitiesat FVPL, other liabilities at amortized costs, or as derivatives
designated as hedging instruments in an effective hedge, as appropriate. The Company determines
the classification of itsfinancial liabilities at initial recognition.

All financial liabilities are recognized initialy at fair value and in the case of other liabilities at
amortized costs, plus directly attributabl e transaction costs.

The Company’ s financia liabilities include notes payable, trade payables, dueto related parties,
accruals and other payables. Asat June 30, 2013 and 2012, the Company has no financial
liabilities classified as financial liabilities at FVPL and derivatives designated as hedging
instruments in an effective hedge.

Other Financial Liabilities. This category pertains to financial liabilities that are not held for
trading or not designated as at FVPL upon the inception of the liability. These include liabilities
arising from operations and borrowings. Other financial liabilities are recognized initially at fair
value and are subsequently carried at amortized cost, taking into account the impact of applying
the EIR method of amortization (or accretion) for any related premium, discount and any directly
attributable transaction costs. Gains and losses are recognized in the statement of income when
the liabilities are derecognized as well as through the EIR amortization process.

This category includes notes payable, trade payables, due to related parties, accruals and other
payables.

Derecognition. A financial liability is derecognized when the obligation under the liability is
discharged or cancelled or has expired. When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification istreated as a derecognition of the
origind liability and the recognition of a new liability, and the difference in the respective carrying
amounts is recognized in the statement of income.

Offsetting of Financia Instruments

Financial assets and financial liabilities are offset and the net amount reported in the balance sheet
if, and only if, there is a currently enforceable legal right to offset the recognized amounts and
there is an intention to settle on anet basis, or to realize the assets and settle the liabilities
simultaneoudly. Thisis not generaly the case with master netting agreements, and the related
assets and liabilities are presented gross in the balance shest.

Fair Vaue of Financial Instruments

Thefair value of financial instruments that are traded in active markets at each balance sheet date
is determined by reference to quoted market prices or dealer price quotations (bid price for long
positions and ask price for short positions), without any deduction for transaction costs at the close
of business on the balance sheet date. When current bid prices and asking prices are not available,
the prices of the most recent transaction provide evidence of the current fair value aslong as there
has not been a significant change in economic circumstances since the time of the transaction.
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For financial instruments not traded in an active market, the fair value is determined using
appropriate valuation technigues. Such techniques may include using recent arm’s length market
transactions; reference to the current fair value of another instrument that is substantially the same;
discounted cash flow analysis or other valuation models.

An analysis of fair values of financial instruments and further details as to how they are measured
are provided in Note 24.

Inventories

Inventories are valued at the lower of cost and net realizable value (NRV). Cost is determined
using the weighted average method for raw sugar, alcohol, yeast, molasses and carbon dioxide,
and using the moving average method for spare parts and supplies. NRV for raw sugar, alcohol,
yeast, molasses and carbon dioxide isthe selling price in the ordinary course of business less costs
of completion, marketing and distribution. NRV of spare parts and suppliesis the current
replacement cost.

Creditable Witholding Tax (CWT)
CWT isrecognized for the amount of withholding tax on certain income tax payment of the payor
to the Company, and is creditable against the income tax due of the Company.

Property, Plant and Equipment

Property, plant and equipment, except land, are stated at cost excluding the costs of day-to-day
servicing, less accumulated depreciation and amortization and impairment in value, if any.
Following initia recognition at cost, land is carried at revalued amount, which isthe fair value at
the date of the revaluation. Vauations are performed with sufficient regularity enough to ensure
that the fair value of revalued assets does not differ materially from its carrying amount.

Any revaluation surplusis credited to the “ Reval uation increment” account included in the equity
section of the balance sheet, except to the extent that it reverses arevaluation decrease of the same
asset previoudy recognized in the statement of comprehensive income, in which case, the increase
is recognized in the statement of comprehensive income. A revaluation deficit is recognized in the
statement of comprehensive income, except that a deficit directly offsetting a previous surplus on
the same asset is directly offset against the surplus in the asset revaluation reserve.

Theinitid cost of property, plant and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended use.

Expendituresincurred after the property, plant and equipment have been put into operations, such
as repairs and maintenance and overhaul costs, are normally charged to operationsin the period
the costs areincurred. In situations where it can be clearly demonstrated that the expenditures
have resulted in an increase in the future economic benefits expected to be obtained from the use
of anitem of property, plant and equipment beyond its originally assessed standard of
performance, the expenditures are capitalized as additional costs of property, plant and equipment.

Cost dso includes any asset retirement obligation and interest on borrowed funds used. When
assets are sold or retired, their costs and accumul ated depreciation, amortization and impairment
losses, if any, are eliminated from the accounts and any gain or loss resulting from their disposal is
included in the statement of income of such period.
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Depreciation and amortization are computed on a straight-line basis over the estimated useful lives
of the assets as follows:

Machinery and equipment 5-10years
Buildings and improvements 5-15years
Land improvements 5-15 years
Furniture, fixtures and equipment Syears
Transportation equi pment 5years
Communication and utility systems 5years
Roads and bridges 10 years
Agricultural machinery and equipment 5-7 years

The useful life of each of the property, plant and equipment is estimated based on the period over
which the asset is expected to be available for use. Such estimation is based on a collective
assessment of industry practice and experience with similar assets.

The assets' residual values, useful lives and depreciation and amortization method are reviewed,
and adjusted if appropriate, at each financial year-end.

Anitem of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or loss
arising on derecognition of the asset (cal culated as the difference between the net disposal
proceeds and the carrying amount of the item) isincluded in the statement of income in the year
the item is derecogni zed.

Fully depreciated property, plant and equipment are retained in the accounts until they are no
longer in use.

Construction in-progressis stated at cost. This includes cost of construction, borrowing cost, plant
equipment and other direct costs. Construction in-progressis not depreciated until such time the
relevant assets are completed and become available for operational use.

Impairment of Nonfinancial Assets

The Company assesses at each balance sheet date whether there is an indication that property,
plant and equipment and other noncurrent assets may be impaired. If any such indication exists, or
when annual impairment testing for an asset is required, the Company makes an estimate of the
asset’ s recoverable amount. The asset’ s recoverable amount is the higher of an asset’s or cash-
generating unit’sfair value less costs to sell and itsvalue in use and is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of
those from other assets or group of assets. When the carrying amount of an asset exceedsits
recoverable amount, the asset is considered impaired and is written down to its recoverable
amount. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessment of the time value of
money and the risks specific to the asset. Any impairment lossis recognized in the statement of
income in those expense categories consistent with the function of the impaired asset.

An assessment is made at each balance sheet date as to whether there is any indication that
previoudy recognized impairment losses may no longer exist or may have decreased. If such
indication exists, the recoverable amount is estimated. A previoudly recognized impairment lossis
reversed only if there has been a change in the estimates used to determine the asset’ s recoverable
amount since the last impairment loss was recognized. If that isthe case, the carrying amount of
the asset isincreased to its recoverable amount. That increased amount cannot exceed the carrying
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amount that would have been determined, net of depreciation and amortization, had no impairment
loss been recognized for the asset in prior years. Such reversal is recognized in the statement of
income unless the asset is carried at revalued amount, in which case, the reversal istreated asa
revaluation increase. After such areversal, the depreciation and amortization charge is adjusted in
future periods to allocate the asset’ s revised carrying amount, less any residua value, on a
systematic basis over its remaining useful life.

Customers’ Advances
Customers' advances are recognized when cash is received from customers for servicesto be
rendered or for goodsto be delivered in the future.

Provisions

Provisions are recogni zed when the Company has a present obligation (legal or constructive) asa
result of apast event, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation and areliable estimate can be made of the amount of the
obligation. If the effect of the time value of money is material, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessment
of the time value of money and, where appropriate, the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of time is recognized as
interest expense.

Equity

Capital Sock

Capital stock is measured at par value for all sharesissued. Incremental costsincurred directly
attributabl e to the issuance of new shares are shown in equity as deduction from proceeds, net of
tax. Proceeds and/or fair value of considerations received in excess of par value, if any, are
recognized as additional paid-in capital.

Deficit
This pertains to accumul ated losses from the results of the Company’ s operations.

Treasury Shares

The Company’s equity instruments which are reacquired (treasury shares) are recognized at cost
and deducted from equity. No gain or lossis recognized in the statement of income on the
purchase, sale, issue or cancellation of the Company’s own equity instruments. Any difference
between the carrying amount and the consideration is recognized in the “ Additional paid-in
capital” account in the balance sheet.

Revaluation Increment

Any revaluation increment is credited to the asset revaluation increment in equity, except to the
extent that it reverses a reval uation decrease of the same asset previoudly recognized in the
statement of comprehensive income, in which case, the increase is recognized in the statement of
comprehensive income. A revaluation deficit is recognized in the statement of comprehensive
income, except to the extent that it offsets an existing surplus on the same asset recognized in the
asset revaluation reserve.

Revenue

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured. Sales are measured at the fair value of the
consideration received, net of discounts and returns. The Company assesses its revenue
arrangements against specific criteriain order to determineiif it is acting as aprincipal or agent.
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The Company has concluded that it is acting as principal in al of its revenue arrangements.
The following specific recognition criteria must also be met before revenue is recognized:

Sale of Sugar and By-products. Revenue is recognized when the significant risks and rewards of
ownership of the goods have passed to the buyer.

Tolling Fee. Revenue is recognized when services have been rendered.

Interest Income. Revenueis recognized as the interest accrues, taking into account the effective
yield on the asset.

Cost of Goods Sold and Talling Services

These are the costs that are directly incurred upon processing of the Company’s products and
rendering of the Company’ stalling services. These are recognized when the related assets are
sold and the related services are rendered.

Operating Expenses
These are expenses that are related to cost of administering and selling functions of the Company.
These expenses are recognized in the Company’ s books when incurred.

Income Taxes

Current Income Tax. Current income tax assets and liabilities for the current and prior periods are
measured at the amount expected to be recovered from or paid to the tax authorities. The tax rates
and tax laws used to compute the amount are those that are enacted or substantively enacted at the
balance sheet date.

Deferred Income Tax. Deferred income tax is provided using the liability method on temporary
differences at the balance sheet date between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes. Deferred income tax liabilities are recognized
for all taxable temporary differences, except:

= when the deferred income tax liability arises from the initial recognition of goodwill or of an
asset or liability in atransaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

» inrespect of taxable temporary differences associated with investmentsin subsidiaries,
associates and interests in joint ventures, where the timing of the reversal of the temporary
differences can be controlled and it is probabl e that the temporary differences will not reverse
in the foreseeable future.

Deferred income tax assets are recognized for all deductible temporary differences and
carryforward benefits of unused tax credits from excess minimum corporate income tax (MCIT)
over regular corporate income tax and net operating loss carryover (NOLCO), to the extent that it
is probable that sufficient future taxable profits will be available against which the deductible
temporary differences and carryforward benefits of unused tax credits and tax |0sses can be
utilized except:

= when the deferred income tax asset relating to the deductible temporary difference arises from
theinitial recognition of an asset or liability in atransaction that is not a business combination
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and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
|oss; and

* inrespect of deductible temporary differences associated with investmentsin subsidiaries,
associates and interests in joint ventures, deferred income tax assets are recognized only to the
extent that it is probable that the temporary differences will reversein the foreseeable future
and sufficient future taxable profits will be available against which the temporary differences
can be utilized.

The carrying amount of deferred income tax assetsis reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient future taxable profits will be
availableto allow all or part of the deferred tax asset to be utilized. Unrecognized deferred
income tax assets are reassessed at each balance sheet date and are recognized to the extent that it
has become probable that sufficient future taxable profits will allow the deferred income tax asset
to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply
to the year when the asset is realized or the liability is settled, based on tax rates and tax laws that
have been enacted or substantively enacted at the balance sheet date.

Deferred income tax relating to items recognized outside profit or lossis recognized outside profit
or loss. Deferred income tax items are recognized in correlation to the underlying transaction
either in other comprehensive income or directly in equity.

Deferred income tax assets and liabilities are offset, if alegally enforceable right exists to offset
current tax assets against current tax liabilities and deferred taxes relate to the same taxable entity
and the same tax authority.

Value-added Tax (VAT). Revenue, expenses and assets are recognized net of the amount of VAT,
except:

= wherethe VAT incurred on a purchase of assets or servicesis not recoverable from the tax
authority, in which casethe VAT isrecognized as part of the cost of acquisition of the asset or
as part of the expense item as applicable; and

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

The net amount of VAT recoverable from, or payable to, the tax authority isincluded as part of
“Other current assets’ or “ Trade and other payables’ accounts, respectively, in the balance sheet.

Operating L eases

L eases where the lessor retains substantially all the risks and rewards of ownership are classified
as operating leases. Payments made under operating leases are recognized in profit or losson a
straight-line basis over the period of the lease.

The determination of whether an arrangement contains alease is based on the substance of the
arrangement and requires an assessment of whether the fulfillment of the arrangement is
dependent on the use of a specific asset or assets and the arrangement conveys aright to use the
asset. A reassessment is made after the inception of the lease only if one of the following applies:

() thereisachangein contractual terms, other than arenewal or extension of the arrangement;
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(b) arenewal option is exercised or extension is granted, unless that term of the renewal or
extension wasinitially included in the lease term;

(c) thereisachange in the determination of whether fulfillment is dependent on a specified asset;
or

(d) thereisasubstantial change to the asset.

When a reassessment is made, |ease accounting shall commence or cease from the date when the
change in circumstances gave rise to the reassessment for scenarios (a), (c) or (d) above, and at the
date of renewal or extension period for scenario (b).

When an operating lease is terminated before the |ease period has expired, any payment required
to be made to the lessor by way of penalty is recognized.

Pension Cost

The Company has a funded, noncontributory defined benefit retirement plan, covering
substantially all of its permanent employees. Pension expense is actuarially determined using the
projected unit credit method. This method reflects discount rate, expected rate of return on plan
assets, salary increase and average working lives of employeesto the date of valuation. The
portion of the actuaria gains and losses is recognized when it exceeds the corridor (10% of the
greater of the present value of obligation or market related value of the plan assets) at the previous
balance sheet date, divided by the expected average remaining working lives of active plan
members.

The past service cost is recognized as an expense on a straight-line basis over the average vesting
period until the benefits become vested. If the benefits are already vested immediately following
the introduction of, or changes to, a pension plan, past service cost is recognized immediately.

The defined benefit liability is the aggregate of the present value of the defined benefit obligation
and actuarial gains and losses not recognized reduced by past service cost not yet recognized and
the fair value of plan assets out of which the obligations are to be settled directly. If such
aggregate is negative, the asset is measured at the lower of such aggregate or the aggregate of
cumulative unrecognized net actuarial 1osses and past service cost and the present value of any
economic benefits available in the form of refunds from the plan or reductionsin the future
contributions to the plan.

If the asset is measured at the aggregate of cumulative unrecognized net actuarial losses and past
service cost and the present value of any economic benefits available in the form of refunds from
the plan or reductionsin the future contributions to the plan, net actuarial losses of the current
period and past service cost of the current period are recognized immediately to the extent that
they exceed any reduction in the present value of those economic benefits. If thereis no change or
an increase in the present value of the economic benefits, the entire net actuarial 1osses of the
current period and past service cost of the current period are recognized immediately. Similarly,
net actuarial gains of the current period after the deduction of past service cost of the current
period exceeding any increase in the present value of the economic benefits stated above are
recognized immediately if the asset is measured at the aggregate of cumulative unrecognized net
actuarial losses and past service cost and the present value of any economic benefits availablein
the form of refunds from the plan or reductionsin the future contributions to the plan. If thereis
no change or a decrease in the present value of the economic benefits, the entire net actuarial gains
of the current period after the deduction of past service cost of the current period are recognized
immediately.
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Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for itsintended use or sadle are
capitalized as part of the cost of the respective assets. All other borrowing costs are expensed in
the period they areincurred. Borrowing costs consist of interest and other costs that the Company
incurs in connection with the borrowing of funds.

Segment Information
For purposes of segment information, the Company has no other reportable segment other than the
production of sugar and sugar by-products.

Earnings (Losses) Per Share

Earnings (losses) per share is computed by dividing the net income attributable to equity holders
of the Company by the weighted average number of shares outstanding during the year adjusted to
give retroactive effect to any stock dividends declared during the year.

Basic earnings (losses) per share is calculated by dividing the net income attributable to equity
holders of the Company for the year by the weighted average number of common shares
outstanding during the year.

Diluted earnings (losses) per share is computed in the same manner, adjusted for the effect of any
potential dilutive shares.

When the effect of the potential sharesis anti-dilutive, basic and diluted earnings (10sses) per share
are stated at the same amount.

Contingencies
Contingent liabilities are not recognized in the financial statements. These are disclosed in the

notes to financial statements unless the possibility of an outflow of resources embodying
economic benefitsisremote. Contingent assets are not recognized in the financial statements but
are disclosed in the notes to financial statements when an inflow of economic benefitsis probable.

Events after the Reporting Date

Events after the reporting date that provide additional information about the Company’s financia
position at the balance sheet date (adjusting events), are reflected in the financial statements.
Events after the reporting date that are not adjusting events are disclosed in the notes to financial
statements when material.

Summary of Significant Accounting Judgments, Estimates and Assumptions

The Company’ s financial statements prepared under PFRS require management to make
judgments, estimates and assumptions, that affect the amounts reported in the financial statements
and related notes. Future events may occur which will cause the judgments and assumptions used
in arriving at the estimates change. The effect of any change in judgments, estimates and
assumptions are reflected in the financia statements as they become reasonably determinable.

Judgments, estimates and assumptions are continually evaluated and are based on historical

experience and other factors, including expectations of future eventsthat are believed to be
reasonable under the circumstances.
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Judgments
In the process of applying the Company’s accounting policies, management has made the

following judgments, apart from those involving estimations, which have the most significant
effect on the amounts recognized in the financia statements:

Operating Lease. The Company has entered into a commercial property lease related to its office
gpace. The Company has determined the significant risks and rewards of ownership of the
property were not transferred to the Company. Accordingly, thisis accounted for as an operating
lease.

Legal Contingencies. The Company is currently a defendant in a number of casesinvolving
claims and disputes related to labor contingencies. The Company’s estimate of the probable costs
for the resolution of these claims has been developed in consultation with outside counsel handling
defense in these matters and is based upon an analysis of potentia results. Management and its
legal counsdls believe that the Company has substantial legal and factual bases for its position and
are of the opinion that losses arising from these legal actions, if any, will not have a material
adverse impact on the Company’ s financial position and results of operations. It is possible,
however, that future results of operations could be materially affected by changesin the estimates
or in the effectiveness of strategies relating to these proceedings.

Estimates and Assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at
balance sheet date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are discussed below.

Allowance for Doubtful Accounts. Allowance for doubtful accountsis calculated through the
specific identification method. Through this method, the Company eval uates the information
available that certain customers are unable to meet their financial obligations. In this case,
management uses judgment, based on the best available facts and circumstances, including but not
limited to, the length of relationship with customer and the customer’ s current credit status based
on third party credit reports and known market factors, to record specific reserves for customers
against amounts due to reduce receivable amounts to expected collection. This specific reserveis
re-evaluated and adjusted as additional information received affects the amounts estimated. The
amounts and timing of recorded provision for doubtful accounts for any period would differ if the
Company made different assumptions or utilized different estimates.

Provisions for doubtful accounts recognized in 2013, 2012 and 2011 amounted to 0.03 million,
P0.3 million and PO.2 million, respectively (see Note 16). Reversal of allowance for doubtful
accountsin 2013 amounted to B8.1 million. The carrying amounts of receivables as at June 30,
2013 and 2012 amounted to B384.6 million and B1,409.1 million, respectively (see Note 7).

Allowance for Inventory Obsolescence. The Company provides allowance for inventories
whenever NRV of inventories becomes lower than cost due to damage, physical deterioration,
obsolescence, changesin price levels or other causes. The allowance account is reviewed on a
monthly basis to reflect the accurate valuation in the financial records. Inventoriesidentified to be
obsolete and unusabl e are written-off and charged as expense for the period.
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No provision for inventory obsolescence was recognized in 2013, 2012 and 2011. The carrying
amounts of inventories amounted to 110.8 million and B155.5 million as at June 30, 2013 and
2012, respectively (see Note 8).

Impairment of AFSFinancial Assets. In making a judgment on whether an investment is
impaired, the Company evaluates, among other factors, the duration and extent to which the fair
value of an investment isless than its cost; the financial health and near-term business outl ook of
the investee, including factors such asindustry and sector performance, changes in technology and
operational and financing cash flow.

The Company treats AFS financial assets asimpaired when there has been a significant or
prolonged decline in the fair value below its costs or where there is abjective evidence that
impairment exists. The determination of what is “significant” or “prolonged” requires judgment.
The Company treats ‘significant’ generally as 20% or more of the original cost of investments, and
‘prolonged’ as greater than six months. In addition, the Company eval uates other factors
including normal volatility in share prices for quoted securities and the future cash flows and
discounted factors for unquoted securities.

If assumptions are made regarding the duration and extent to which the fair value is less than cost,
the Company would suffer an additional |oss representing the write down of cost to itsfair value.

No allowance for impairment of AFS financial assets was recognized in 2013, 2012 and 2011.
The carrying amounts of AFS financial assets as at June 30, 2013 and 2012 amounted to
£86.4 million and £85.9 million, respectively (see Note 10).

Fair Value of Land. The Company’sland is stated at revalued amount, which isthe fair value at
the date of revaluation and reflects market conditions at the balance sheet date. The fair value of
the land was determined based on the current prices in an active market for similar property in the
same |ocation and condition and subject to similar lease and other contracts.

Thefair value of land amounted to P1,757.0 million as at June 30, 2013 and 2012 (see Note 11).

Estimated Useful Lives of Property, Plant and Equipment. The Company estimates the useful
lives of property, plant and equipment based on the period over which the property, plant and
equipment are expected to be available for use. The estimated useful lives of the property, plant
and equipment are reviewed periodically and are updated if expectations differ from previous
estimates due to physical wear and tear, technical or commercia obsolescence and legal or other
limits on the use of the property, plant and equipment. In addition, the estimation of the useful
lives of property, plant and equipment is based on the collective assessment of industry practice,
internal technical evaluation and experience with similar assets. It is possible, however, that
future financia performance could be materially affected by changes in the estimates brought
about by changes in factors mentioned above. The amounts and timing of recorded expenses for
any period would be affected by changes in these factors and circumstances. A reduction in the
estimated useful lives of the property, plant and equipment would increase the recorded expenses
and decrease the noncurrent assets.

There were no changes in the estimated useful lives of property, plant and equipment in 2013 and

2012. The carrying values of property, plant and equipment carried at cost amounted to
P306.6 million and P333.2 million as at June 30, 2013 and 2012, respectively (see Note 11).
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Impairment of Nonfinancial Assets. The Company assesses the value of property, plant and
equipment which require the determination of future cash flows expected to be generated from the
continued use and ultimate disposition of such assets, and require the Company to make estimates
and assumptions that can materially affect the financial statements. Future events could cause the
Company to conclude that property, plant and equipment and other long-lived assets are impaired.
Any resulting impairment loss could have a material adverse impact on the Company’ s financia
condition and results of operations.

The preparation of the estimated future cash flows involves significant judgment and estimations.
While the Company believes that its assumptions are appropriate and reasonable, significant
changes in these assumptions may materially affect the Company’ s assessment of recoverable
values and may lead to future additional impairment charges.

There were no impairment losses recognized in 2013, 2012 and 2011. The carrying amounts of
property, plant and equipment carried at cost amounted to B306.6 million and B333.2 million as at
June 30, 2013 and 2012, respectively (see Note 11).

Deferred Income Tax Assets. The Company reviews the carrying amount at each balance sheet
date and reduces deferred income tax assets to the extent that it is no longer probable that
sufficient future taxable profits will be availableto allow all or part of the deferred income tax
assets to be utilized. Unrecognized deferred income tax assets are reassessed at each balance sheet
date and are recognized to the extent that it has become probable that sufficient future taxable
profit will allow the deferred income tax asset to be recovered.

The Company’ s deferred income tax assets amounted to B52.9 million and B57.3 million as at
June 30, 2013 and 2012, respectively. Unrecognized deferred tax assets arising from temporary
differences amounted to B11.7 million and £56.8 million as at June 30, 2013 and 2012,
respectively (see Note 19).

Pension Liability. The determination of the obligation and cost for pension is dependent on the
selection of certain assumptions used by actuariesin calculating such amounts. In accordance
with PAS 19, actual results that differ from the assumptions are accumul ated and amortized over
future periods and therefore, generally affect the recognized expense and recorded obligation in
such future periods. The assumed discount rates were determined using average market yields on
Phili ppine government bonds with terms consistent with the expected empl oyee benefits payout as
of baance sheet date. While the Company believes that the assumptions are reasonable and
appropriate, significant differences in the actual experience or significant changesin the
assumptions may materially affect the pension obligation.

The assumptions used are disclosed in Note 17.
The Company’ s pension expense amounted to 6.1 million, 83.7 million and B5.3 million in 2013,

2012 and 2011, respectively. Carrying amounts of pension liability as at June 30, 2013 and 2012
amounted to B87.8 million and 897.8 million, respectively (see Note 17).
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6. Cash

This account consists of ;

2013 2012
Cash on hand B77,000 B77,000
Cash in banks 81,326,123 57,769,764

P81,403,123 B57,846,764

Cash in banks earn interest at the respective bank deposit rates.

Interest income earned from cash in banks amounted to B0.6 million in 2013, 80.9 million in 2012
and 1.5 million in 2011.

7. Receivables

This account consists of

2013 2012
Trade:

Non-affiliates B43,444,100 16,387,779
Affiliates (see Note 18) 25,185,633 30,057,450
Planters' receivables 16,734,641 34,133,240
Due from related parties (see Note 18) 312,203,442 1,344,452,894

Advancesto directors, officers and employees
(see Note 18) 9,639,652 8,997,545
Others 11,075,841 16,776,355
418,283,309 1,450,805,263
L ess allowance for doubtful accounts 33,655,696 41,682,649

P384,627,613 P1,409,122,614

Trade receivables from non-affiliates are noninterest-bearing and are generally on 30-60 days
terms.

Planters’ receivables are subject to interest at 18% per annum. Interest income earned from
planters' receivables amounted to 1.7 million in 2013, 85.3 million in 2012 and 1.9 million in
2011.

Theterms and condition of trade receivables from affiliates, due from related parties and advances
to directors, officers and employees are discussed in Note 18.

Others consist of receivables with various insignificant amounts.



-22-

Movements in the alowance for doubtful accounts as at June 30, 2013 and 2012 are summarized
below:

2013
Advances
to Directors,
Officers
Trade Planters and Employees Total
Baance at beginning of year B28,000,108 8,000,000 B5,682,541 BP41,682,649
Provision during the year
(see Note 16) 25,550 - - 25,550
Reversalsiwrite off during the year (52,503) (8,000,000) - (8,052,503)
Balance at end of year B27,973,155 B— B5,682,541 B33,655,696
2012
Advances
to Directors,
Officers
Trade Planters and Employees Total
Balance at beginning of year B27,725,310 £8,000,000 85,682,541 P41,407,851
Provision during the year
(see Note 16) 274,798 - - 274,798
Baance at end of year £28,000,108 £8,000,000 B5,682,541 P41,682,649
8. Inventories
This account consists of:
2013 2012
At cost:
Alcohal B48,072,976 £84,116,465
Raw sugar - 5,429,066
At NRV:
Spare parts and supplies 62,697,928 65,929,866

P110,770,904 P155,475,397

The cost of spare parts and supplies amounted to B69.9 million and B73.1 million as at
June 30, 2013 and 2012, respectively. Allowance for inventory obsolescence amounted to
B7.2 million as at June 30, 2013 and 2012. No provision for inventory obsol escence was
recognized in 2013, 2012 and 2011.

The Company sugar production of raw sugar with market value of P167.0 million and £130.0
million as at June 30, 2013 and 2012, respectively, are covered with indentures (see Note 13).
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9. Other Current Assets

This account includes:

2013 2012
Advancesto suppliers B25,095,702 B22,583,039
CWT 22,159,679 13,740,320
Prepaid tax 2,385,369 2,081,269
Prepaid insurance 2,022,226 2,414,966
Others 2,131,299 130,237

P53,794,275 40,949,831

Advances to suppliersinclude payments made to suppliers for goods to be received in the future.

CWTs are the tax withheld by the withholding agents from payments to the Company which can
be applied against the income tax payable.

Prepaid tax and insurance will be charged to expense in the next financial year.

Othersinclude individual insignificant amounts.

10. AFSFinancial Assets

The details of AFS financial assets are as follows:

2013 2012
Proprietary shares (see Note 18) P85,400,000 85,050,000

Investment in shares of stock (see Note 18):
Listed 811,439 731,399
Unlisted 162,000 162,000
P86,373,439 85,943,399

The movements in this account are as follows:

2013 2012
At beginning of year P85,943,399 £85,885,013
Changein fair value of AFS investments 430,040 89,886
Redemption of listed shares of stock - (31,500)
At end of year B86,373,439 £85,943,399

Thefair value of the listed shares of stocks is determined with reference to published price
quotationsin an active market. Common stock not listed in the stock exchange have no other
reliable sources of their fair market values, therefore, they are stated at cost. Management intends
to dispose the AFS financial assets, both listed and unlisted and proprietary shares, when the need
arises. The Company’s proprietary shares of stock with carrying value of 88.1 million as at

June 30, 2013 and 2012 are used as collateral for the Company’ s loans (see Note 13).
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Movements in the unrealized gain on AFS investments included in the other comprehensive
income are as follows:

2013 2012 2011
At beginning of year B59,365,829 B59,275,943 60,519,847
Unredized gain (loss) on AFS financial
assets during the year 430,040 89,886 (1,243,904)
At end of year P59,795,869 B59,365,829 B59,275,943
11. Property, Plant and Equipment
Movements in this account are summarized below:
At Cost
Disposal ¢/
Write-offs/
June 30, 2012 Additions Reclassifications  June 30, 2013
Cost:
Machinery and equipment P1,357,411,496 B27,933,939 B- P1,385,345,435
Buildings and improvements 84,870,311 1,954,166 - 86,824,477
Furniture, fixtures and equipment 67,280,451 2,549,914 - 69,830,365
Land improvements 42,026,215 - - 42,026,215
Transportation equipment 26,277,710 325,129 - 26,602,839
Communication and utility systems 16,645,960 260,982 - 16,906,942
Roads and bridges 12,350,552 - - 12,350,552
Agricultural machinery and
equipment 384,709 — — 384,709
1,607,247,404 33,024,130 - 1,640,271,534
Less accumulated depreciation and
amortization:
Machinery and equipment 1,067,715,080 48,766,690 - 1,116,481,770
Buildings and improvements 66,557,354 2,689,080 - 69,246,434
Furniture, fixtures and equipment 58,206,486 3,492,598 - 61,699,084
Land improvements 38,400,554 192,557 - 38,593,111
Transportation equipment 23,142,019 1,192,434 - 24,334,453
Communication and utility systems 15,534,384 129,906 - 15,664,290
Roads and bridges 11,703,110 303,330 - 12,006,440
Agricultural machinery and
equipment 383,579 - - 383,579
1,281,642,566 56,766,595 — 1,338,409,161
325,604,838 301,862,373
Construction in-progress 7,616,538 25,741,477 28,583,515 4,774,500

£333,221,376 P306,636,873
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Disposals/
Write-offs/
June 30, 2011 Additions Reclassifications June 30, 2012
Cost:
Machinery and equipment £1,187,516,467 £169,895,029 B- P1,357,411,496
Buildings and improvements 76,794,918 8,075,393 - 84,870,311
Furniture, fixtures and equipment 61,577,894 5,702,557 - 67,280,451
Land improvements 42,026,215 - - 42,026,215
Transportation equipment 26,058,026 219,684 - 26,277,710
Communication and utility systems 16,428,280 217,680 - 16,645,960
Roads and bridges 12,350,552 - - 12,350,552
Agricultural machinery and
equipment 384,709 — — 384,709
1,423,137,061 184,110,343 — 1,607,247,404
Less accumulated depreciation and
amortization:
Machinery and equipment 1,008,106,538 59,608,542 - 1,067,715,080
Buildings and improvements 64,372,115 2,185,239 - 66,557,354
Furniture, fixtures and equipment 55,422,414 2,784,072 - 58,206,486
Land improvements 38,205,344 195,210 - 38,400,554
Transportation equipment 22,068,559 1,073,460 - 23,142,019
Communication and utility systems 15,439,006 95,378 - 15,534,384
Roads and bridges 11,398,949 304,161 - 11,703,110
Agricultural machinery and
equipment 383,579 - - 383,579
1,215,396,504 66,246,062 — 1,281,642,566
207,740,557 325,604,838
Construction in-progress 25,069,615 146,997,343 164,450,420 7,616,538
©232,810,172 ©333,221,376

Fully depreciated property and equipment that are still used in operations as at June 30, 2013 and
2012 amounted to P53.1 million and 50.2 million, respectively.

Land at Revalued Amount

Thefair value of land as at June 30, 2013 and 2012 amounted to B1,757.0 million. The fair value
is determined by an independent appraiser based on the current pricesin an active market for
similar property in the same location and condition and subject to similar lease and other contracts.
The Company assessed that the valuation made in 2012 is still an appropriate basis of the fair
value of land as at June 30, 2013. As at June 30, 2013 and 2012, the carrying value of land under
cost model aggregated B25.7 million. Asaresult, arevaluation surplus amounting to 1,211.9
million, net of deferred tax liability amounting to 519.4 million, is recognized directly in the
equity (see Note 19).

Real properties with aggregate carrying value of P1,757.0 million as at June 30, 2013 and 2012 are
used as collateral to secure the Company’ s notes payable (see Note 13).
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12. Trade and Other Payables

This account consists of ;

2013 2012
Trade payables B232,334,884 £253,541,034
Due to related parties (see Note 18) 185,089,665 91,960,024
Customers' advances (see Notes 18 and 20) 54,042,117 440,231,999
Accruals:
Freight and transportation 34,025,705 25,882,890
Spare parts, supplies and inventory cost 25,987,935 25,808,205
Management fees and bonus 10,107,516 4,681,279
Salaries, wages and other benefits 6,178,298 4,678,298
Interest and penalties (see Notes 13, 18 and 20) 5,642,408  1,006,883,547
Taxes 4,940,049 8,895,945
Others 15,203,523 21,029,324
Payable to outside planters 26,159,474 -
Liens payable 1,083,172 5,063,679
Other payables (see Note 18) 48,204,694 35,098,896
648,999,440 1,923,755,120
L ess noncurrent portion 69,503,107 102,438,839

P579,496,333 P1,821,316,281

Trade payables are noninterest-bearing and generally have 30 days' term.

In 2012, the Company was able to restructure its payablesto utility providers with an aggregate
amount of P217.3 million, inclusive of accumulated interest and VAT. The original amount of the
restructured payables, inclusive of interest, was used as principal at effectivity date. Payablesare
to be settled in equal installments for a period of five years. Asat June 30, 2013, outstanding

bal ance amounted to P102.4 million.

Scheduled maturities of the restructured payables are as follows:

Fisca year Amount
2014 B32,935,732
2015 34,134,459
2016 35,368,648

P102,438,839

Terms and conditions of due to related parties are discussed in Note 18.

Customers' advances are payablein kind. 1n 2013, the Company amended its contract with a
customer to fully settle its advances, including related interest and penalties (see Note 20).

Accruals are settled throughout the financial year.

Payabl e to outside planters are payable in kind. This payabl e arises from the guaranteed recovery
of tolling servicesto the planters. Thisis expected to be settled in next fiscal year.
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Liens payable consists of fixed fees due to various sugar planters’ associations or amelioration
funds.

Other payables consist of variousinsignificant amounts. Interest expense on other payables
amounted to B1.5 millionin 2013, 1.3 million in 2012 and 1.2 million in 2011 (see Note 18).

13. NotesPayable

This account consists of ;

2013 2012

Local banks B331,500,000 £239,000,000
Related parties (see Note 18) 15,000,000 15,000,000
Others 53,333,334 63,333,334
399,833,334 317,333,334

Less current portion 264,000,000 164,666,667

P135,833,334 P152,666,667

Notes payable to local banks

In 2013 and 2012, the Company availed short-term loans from local banks with an aggregate
amount of £228.0 million and £115.0 million, respectively, for working capital requirements.
Market interest rates for these loans range from 7.0% to 9.0%. Loan repayments made in 2013 and
2012 amounted to £131.0 million and B42.5 million, respectively. Interest expense on these short-
term loans amounted to B16.3 million in 2013 and B5.3 millionin 2012.

Also in 2013, the Company availed long-term loans from alocal bank amounting to B60.0 million
with floating market interest rate of 5.0% for working capital requirements. The principal isto be
paid in 30 equal monthly installments every January to June beginning 2013. As at June 30, 2013,
outstanding balance amounted to P48.0 million. Interest expense amounted to P1.2 millionin 2013.

The Company also has along-term loan from alocal bank obtained in 2011 amounting to

P65.0 million with market interest rate of 7.5% for working capital requirements. The principal is
to be paid monthly every January to June beginning 2014 until 2016. Interest expense amounted to
B4.9 million in 2013 and 2012 and B0.4 million in 2011.

The Company compl eted its negotiations with local banksin 2012 for the settlement or
restructuring of the following matured obligations:

= Obligation amounting to B45.0 million, with market interest rate of 9%, matured in May 2010.
Thiswas converted to term loans payable until January 2016. As at June 30, 2013 and 2012,
outstanding balance amounted to B25.0 million and B35.0 million, respectively. Interest
expense amounted to B2.2 million in 2013, 3.6 million in 2012 and £8.0 million in 2011;

= Obligation amounting to P80.0 million was converted to term loans payable until 2015 with
floating market interest rate of 10.0%. Outstanding balance amounted to B24.0 million and
£38.0 million as at June 30, 2013 and 2012, respectively. These are covered by deeds of
assignments on a portion of the proceeds of the Company’s share in sugar production and
certificates of proprietary shares of stock with market value aggregating B175.1 million and
£138.1 million as at June 30, 2013 and 2012, respectively (see Notes 8 and 10). Interest
expense amounted to 2.8 million in 2013, 4.0 million in 2012 and 5.6 million in 2011; and
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= Notes payable and related unpaid interest aggregating B166.5 million were converted to term
|oans payable and with floating annual interest rates ranging from 8.5% to 12.5%. Thisloan
was fully settled in 2013. Outstanding balance as at June 30, 2012 amounted to B28.5 million.
Interest expense amounted to B1.4 millionin 2013, £5.6 million in 2012 and £10.0 millionin
2011.

All outstanding notes payabl e are secured by mortgage participation certificates under a Mortgage
Trust Indenture trustee by alocal bank. Thisindenture coversrea properties with carrying value
of P1,757.0 million as at June 30, 2013 and 2012 (see Note 11).

Notes payable to related parties

Notes payable to related parties amounting to B15.0 million as at June 30, 2013 and 2012 are
exempt commercia papers registered with the SEC with fixed interest rate of 10% in 2013 and
2012. These notes are generally for a period of 180 to 360 days (see Note 18). Interest expense
amounted to 1.8 millionin 2013, 1.2 million in 2012 and B1.7 million in 2011.

Other notes payable
Others consist of unsecured loans obtained from third parties.

In October 2012, the Company obtained a long-term loan amounting to B50.0 million from
Philippine Sugar Corporation (Philsucor) with fixed annual interest rate of 9.0% payable
semi-annually for five years. Theloan will maturein October 2017. Outstanding balance as at
June 30, 2013 amounted to P45.0 million. Interest expense amounted to P3.1 millionin 2013.

In February 2011, the Company obtained along-term loan amounting to B50.0 million from
Philsucor with fixed annual interest rate of 10.0% payable semi-annually. The loan will maturein
February 2014. Outstanding balance amounted to B8.3 million and £33.3 million as at June 30,
2013 and 2012, respectively. Interest expense amounted to B2.4 million in 2013, 4.0 millionin
2012 and P1.8 million in 2011.

Others dso include aloan amounting to £30.0 million from A. D. Gothong Manufacturing
Corporation with interest compounded at 12% per annum in 2013 and 2012. The loan was fully
settled on December 2012. Outstanding balance as at June 30, 2012 amounted to B30.0 million.
Interest expense amounted to B1.7 million in 2013, B3.6 millionin 2012 and 82.8 million in 2011.

Scheduled maturities of notes payable are as follows:

Fiscal year Amount
2014 B264,000,000
2015 47,166,667
2016 61,666,667
2017 22,000,000
2018 5,000,000

P399,833,334
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14. Costs of Goods Sold

This account consists of ;

2013 2012 2011
Salaries, wages, bonuses and other
benefits P167,591,505 £170,520,646 £160,838,104
Repairs and maintenance 155,783,712 117,999,420 103,574,165
Freight and transportation 66,661,263 74,056,053 54,595,771
Depreciation and amortization
(see Note 11) 51,626,220 61,909,896 32,330,440
Changein inventory costs, spare parts,
and supplies 47,803,929 90,300,074 34,601,132
Security and outside services 19,970,185 20,213,403 14,824,830
Power and steam 7,239,628 18,858,450 17,302,409
Taxes and licenses 4,797,884 1,631,042 1,166,598
Pension expense (see Note 17) 4,213,162 2,549,960 3,653,296
Insurance 3,750,007 4,303,835 4,449,905
Others 23,172,164 26,095,212 24,697,377
B552,609,659 B588,437,991 £452,034,027
15. Costsof Tolling Services
This account consists of :
2013 2012 2011
Power and steam B52,031,773 B61,009,665 B56,788,081
Repairs and maintenance 27,975,264 25,405,429 19,014,353
Salaries, wages, bonuses and other
benefits 27,133,583 27,831,496 26,834,759
Spare parts and supplies 7,049,481 13,659,894 17,976,231
Freight and transportation 4,957,982 3,796,329 4,150,882
Depreciation and amortization
(see Note 11) 2,942,131 2,376,949 1,243,537
Taxes and licenses 1,804,600 2,245,311 1,195,086
Pension expense (see Note 17) 800,640 484,799 695,866
Insurance 758,890 1,356,168 1,058,477
Others 1,242,535 307,301 871,566
P126,696,879 £138,473,341 £129,828,838
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16. Operating Expenses

This account consists of ;

2013 2012 2011
Salaries, wages and other benefits B38,146,057 B45,622,144 B36,900,233
Transportation and travel 19,573,273 20,900,069 11,331,181
Management fees and bonuses
(see Note 18) 17,150,716 11,696,479 23,208,334
Taxes and licenses 13,774,974 4,542 513 3,517,740
Security and janitorial services 12,934,257 13,297,662 13,701,595
Professional fees 9,887,389 10,175,418 10,350,102
Entertainment, amusement and
recreation 8,391,829 7,235,355 5,244,350
Rentals (see Note 18) 6,641,899 4,806,600 4,800,000
Light and water 3,217,713 2,765,821 2,477,852
Repairs and maintenance 2,515,896 3,018,126 1,254,939
Depreciation and amortization
(see Note 11) 2,198,244 1,959,217 1,810,057
Postage, telephone and telegram 1,334,132 1,457,286 1,368,582
Pension expense (see Note 17) 1,052,898 656,041 957,488
Dues and advertisements 440,102 313,253 250,111
Bank charges 348,521 2,242,139 1,523,296
Provision for doubtful accounts
(see Note 7) 25,550 274,798 221,566
Others 19,527,079 7,459,377 5,469,767

P157,160,529 P138,422,298 £124,387,193

17. Pension Liability
The Company maintains a tax-qualified, funded, noncontributory defined benefit retirement plan
covering substantially al of its permanent employees. The benefits are based on years of service
and compensation during the latest year of employment.

The following tables summarize the components of net pension expense recognized in the
statements of income and the funded status and amounts recognized in the bal ance sheets.

Net Pension Expense

2013 2012 2011
Current service cost B6,251,300 4,845,100 £4,314,250
Interest cost 7,793,100 8,630,500 8,873,000
Expected return on plan assets (6,121,900) (5,457,200) (3,620,100)
Actuaria gain (1,855,800) (4,327,600) (4,260,500)

P6,066,700 P3,690,800 P5,306,650
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Pension Liability
2013 2012
Present value of pension benefit obligation B158,320,809 £136,979,409
Fair value of plan assets 64,576,500 86,465,318
93,744,309 50,514,091
Net cumulative unrecognized actuaria gain/(l0ss) (5,917,841) 47,251,544
Net pension liability P87,826,468 B97,765,635
Changes in the Present VValue of the Pension Benefit Obligation
2013 2012
Pension benefit obligation at beginning of year B136,979,409 £108,833,900
Interest cost 7,793,100 8,630,500
Current service cost 6,251,300 4,845,100
Benefits paid (14,026,058) (22,404,914)
Actuaria loss 21,323,058 37,074,823
Pension benefit obligation at end of year B158,320,809 £136,979,409
Changesin the Fair Value of Plan Assets
2013 2012
Fair value of plan assets at beginning of year P86,465,318 B77,960,527
Expected return on plan assets 6,121,900 5,457,200
Contributions 16,005,867 21,251,700
Benefits paid (14,026,058) (22,404,914)
Actuaria gain (loss) (29,990,527) 4,200,805
Fair value of plan assets at end of year B64,576,500 86,465,318
Actual return on plan assets (B23,868,627) 9,658,005
Changesin the Net Cumulative Unrecognized Actuarial Gain (L 0ss)
2013 2012
Net cumulative unrecognized actuaria gain
at beginning of year B47,251,544 P84,453,162
Actuarial gain (loss) on:
Present value of the pension benefit obligation (21,323,058) (37,074,823)
Fair value of plan assets (29,990,527) 4,200,805
Amortization of actuarial gain (1,855,800) (4,327,600)
Net cumulative unrecognized actuarial gain (10ss)
at end of year (B5,917,841) B47,251,544

The Company expects to contribute B27.3 million to its retirement plan in 2014.
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The principal actuarial assumptions used to determine the retirement benefits are as follows:

2013 2012 2011

Discount rate 4.62% 5.99% 7.93%

Expected rate of return on plan assets 7.00% 7.00% 7.00%

Salary increase 3.00% 3.00% 3.00%
Average working lives of employees

(in years) 18 17 17

The overall expected rate of return on plan assets is determined based on the market prices
prevailing on the balance sheet date applicable to the period over which the obligation isto be
settled. Management believes that the assumptions used are reasonable.

Of the available plan assets, 38% areinvested in money market placements while the remaining
62% isin cash.

Amounts for the current and previous four periods are as follows:

2013 2012 2011 2010 2009
Defined benefit obligation P158,320,809 P136,979,409  P108,833,900 99,808,651  £156,028,130
Plan assets (64,576,500) (86,465,318) (77,960,527) (51,715,166) (8,302,681)
Deficit 93,744,309 50,514,091 30,873,373 48,093,485 147,725,449
Experience adjustments 278,458 12,658,223 (4,708,453) (38,615,112) -

18.

Related Party Transactions

Parties are considered to berelated if one party has the ability, to control the other party or
exercise significant influence over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common contral.

In considering each possible related entity relationship, attention is directed to the substance of the
relationship and not merely the legal form.

Terms and Conditions of Transaction with Related Parties

Outstanding balances of transactions with related parties at year-end are unsecured and settlements
are made through offsetting. As at June 30, 2013 and 2012, the Company has allowance for
doubtful accounts relating to amounts covered by related parties. This assessment is undertaken
each financial year through examining the financia position of the related party and the market in
which the related party operates.
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Transactions with Related Parties
The Company, in the normal course of business, has transactions with related parties.

Significant transactions with related parties are summarized bel ow:

Amount / Outstanding
Y ear Volume Balance Terms Conditions
Related parties under
common control
Management fees 2013 B7,043,200 B- Payable -
2012 7,015,200 — monthly —
2011 7,105,200 — in advance —
Rental 2013 6,641,899 - Operating lease, -
2012 4,806,600 - payable monthly -
2011 4,800,000 - in advance —
Interest income 2013 582,713 - - -
2012 984,462 - - -
2011 1,005,245 — - -
Receivables/Advances 2013 215,312,226 310,205,963 Net settlement; Unsecured,
2012 285,785,015 1,333,970,654 no interest no impairment
Receivables/Advances 2013 3,189,632 1,997,479 Net settlement; Unsecured,
2012 3,008,720 10,482,240 with 9% interest no impairment
Trade receivable/Advances
Central Luzon Cane 2013 80,910,715 145,870 Net settlement; Unsecured,
Growers, Inc. with interest Nno impairment
(cLcal) 2012 76,563,069 5,043,237
LuisitaMarketing 2013 25,550 25,039,763 Net settlement; Unsecured; with
Corporation (LMC) 2012 19,743 25,014,213 no interest full impairment
Interest expense 2013 925,109 - - -
2012 1,774,947 - - -
2011 2,489,912 - - -
Payables/Advances 2013 - - Net settlement; Unsecured
2012 16,471,731 (21,514,967) with 9% - 11%
interest
Payables/Advances 2013 1,454,514,748 (185,089,665) Net settlement; no
2012 1,057,335,635 (70,445,057) interest Unsecured,
Interest expense on notes 2013 1,822,500 - - -
payable 2012 1,218,611 - - -
2011 1,686,111 - - -
Notes payable 2013 5,000,000 15,000,000 10% interest;
2012 - 15,000,000 renewable Unsecured
Contribution to plan 2013 16,005,867 - - -
assets 2012 21,251,700 - - -
Investment in AFS 2013 - 83,547,000 No maturity Unsecured
2012 - 83,547,000
Stockholders, Directors
and Officers
Interest expense/ 2013 1,478,415 16,060,040
Other accounts 2012 1,342,319 14,581,625 Compounding
payable 2011 1,218,751 13,239,306 interest at 10% Unsecured
Receivables/Advances 2013 25,922,492 9,639,652 Non-interest Unsecured, with
2012 27,096,776 8,997,545 bearing impairment

There have been no guarantee provided or received for any related party receivable or payable,
except for, Jose Cojuangco and Sons, Inc.’s (JCSI) outstanding obligation to a customer
amounting to P1,201.0 million as at June 30, 2013 (see Note 20).
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Significant transactions with related partiesincluded in the financial statements follow:

a. Pursuant to a management agreement with JCSI, the Company pays management fees monthly
for which JCSI acts as the managing entity of the Company.

b. The Company entered into alease agreement with JC Enterprises (JCE) for the lease of its
corporate office. The lease agreement is renewable annually at the option of the Company
under terms and conditions mutually acceptable to both parties (see Note 20). The lease was
renewed for a period of one year.

c. Duefrom related parties represents mainly cash advances from the Company for working
capital requirements. As at June 30, 2013 and 2012, the Company has outstanding advances
to Tarlac Development Corporation (TDC), Centennial Holdings, Inc., Luisita Trust Fund
(LTF), Luisita Redlty Corporation (LRC), JCE and LGCCI.

Intercompany advances, except for those made to LRC and CLCGI, ceased to be interest-
bearing starting 2004. Due from LRC bearsinterest at 9% and earnsinterest computed based
on the monthly principal amount less the interest income that forms part of the principal
amount for the years ended June 30, 2013, 2012 and 2011.

d. Dueto CLCGI represents interest-bearing advances from sugar operation for hauling, cutting
and harvesting activities of the Company’s planters ensuring continuous supply of sugar canes
to the Company. In 2013, the Company paid the debt of CLCGI amounting to B30.0 million.
Interest expense on these advances ranges from 9% to 11% of monthly balance of sugar
operations payable to CLCGI.

e. Advancesto affiliates mainly represent payment of expenses by the affiliatesin behalf of the
Company. Asat June 30, 2013 and 2012, the Company has outstanding advancesto HLI,
CAT Redlty Corporation (CRC), Tarlac Distillery Corporation (TADISCO), JCSI, LGCCI and
CLCGI.

f.  The Company had a marketing agreement with LM C for the selling and distribution of sugar
and by-products of the Company in the prior years.

g. JCSI assigned to the Company its trading agreement with a customer, as amended, for the
delivery of standard grade refined sugar and rectified fine alcohol with an aggregate amount of
£1,349.0 million as at June 30, 2012. This amount includes accumul ated related interest and
penalties for non-delivery amounting to £1,000.4 million. On December 21, 2012, the
Company and JCSI entered into a settlement agreement with its customer (see Note 20).

h. Assignment of the Company’ s trading arrangements with a customer to HLI for the supply of
raw sugar aggregating £86.4 million in 2005. The said amount was applied against the
Company’ s receivable from HLI. In addition, planters' receivables amounting to
£1,017.5 million was assigned by HL | to the Company and forms part of the Company’s
receivable from HLI. Asat June 30, 2011, the Company’s receivables from HLI amounted to
P1,065.4 million, consisting of planters receivables of P1,017.5 million and advances of
B47.9 million. On April 16, 2012, the Company assigned all of its receivables from HLI to
JCSI amounting to 1,076.0 million.

i. Asat June 30, 2013 and 2012, the Company has notes payable to related parties with fixed
interest rate of 10% in 2013 and 2012. These notes are generally for a period of 180 to 360
days (see Note 13).
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j.  LTFisan asset management company which manages the post-employment benefit plans of
the Company and its affiliates. The Company and LTF share certain key management
personnel who exercise control over financial and operating activities. On an annual basis, the
Company transfersfundsto LTF in form of contributions to the post-employment benefit plan.

k. The Company hasinvestments in the stockholdings of CRC and LGCCI as at June 30, 2013
and 2012 (see Note 10).

I.  Certain properties of the Company’s related parties are held as collaterd to the Company’s
loans.

m. Asat June 30, 2013 and 2012, the Company has an outstanding payabl e to a shareholder, with
interest at 10% per annum to be paid annually.

n. Receivablesfrom directors and employees represent loans and cash advances made by the
Company for the business expenses that are anticipated to be incurred by the employee,
director, or officer in behalf of the Company.

Intercompany receivables and payabl es with related parties will be settled by way of offsetting
arrangements and exchanges of real properties.

Status of HLI's Operations and Planters' Receivables

HL 1 experienced a prolonged labor strike and temporarily ceased its operations. The labor dispute
was resolved on December 8, 2005 when HLI and the union members signed a memorandum of
agreement, which addressed the demands including back wages and bonuses, among cthers.
Despite the labor settlement, HLI continued to have no operations and experienced financial
difficulties.

The Presidential Agrarian Reform Council (PARC), on the other hand, issued a resolution calling
for the revocation of the Stock Distribution Plan (Plan) with the farm workers-beneficiaries. On
January 4, 2006, the Office of the PARC also issued notices of coverage (NOC) over HLI's
landholdings. HLI filed a petition questioning the revocation of the Plan.

On July 7, 2011, HLI received the decision of the Supreme Court (SC) denying its petition
guestioning the resolution issued by the PARC ordering the revocation of the Plan. The
resolutions issued by PARC were affirmed with the modification that the original 6,296 qualified
farm workers-beneficiaries shall have the option to remain as stockholders of HLI. Of the 6,296
farm workers-beneficiaries, he or she who wishes to continue as a stockholder of HLI is entitled to
18,804.32 of HLI's sharesand in case HLI' s shares already given to him or her islessthan
18,804.32 shares, HLI is ordered to issue or distribute additional sharesto complete said
prescribed number of shares at no cost to the farm workers-beneficiaries. Moreover, in the
decision, HLI is directed to pay the 6,296 farm workers-beneficiaries the consideration of

P500.0 million received by HLI from LRC for the sale to the latter of 200 hectares out of the

500 hectares covered by the August 14, 1996 Conversion Order, the consideration of

£750.0 million received by the HLI' s subsidiary, CHI for the sale of the remaining 300 hectares of
the aforementioned 500-hectare lot to LuisitaIndustrial Park Corporation and the price of

P80.5 million paid by the government through the Bases Conversion Devel opment Authority for
the sale of the 80.51-hectare lot used for the construction of the Subic-Clark-Tarlac Expressway
(SCTEX) road network. Lastly, HLI is entitled to just compensation for the agricultural land that
will be transferred to the Department of Agrarian Reform (DAR) to be reckoned from

November 21, 1989, the date the Plan was formally approved by the PARC.
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On July 22, 2011, HLI filed a Motion for Clarification and Partial Reconsideration of the decision,
particularly on (a) the delivery of the net remainder of the proceeds of the sale of 500-hectare
converted lot and the 80.51-hectare lot to SCTEX to the 6,296 original qualified farm workers-
beneficiaries and (b) the reckoning period for purposes of determining the just compensation on
the agricultural land. The other parties also filed their own Motion for Reconsideration. The SC
then required the parties to file their Comments or Oppositionsto the said Motions.

On November 22, 2011, the SC modified its decision that the 6,296 original farm workers-
beneficiaries shall forfeit and relinquish their rights over the Company’ s shares of stock and the
remaining land area shall be available for distribution to the original 6,296 farm workers-
beneficiaries or their successors -in-interest.

On April 24, 2012, the SC modified its decision that the DAR shall pay HLI the just compensation
for the 240-sguare meter homel ots distributed to farm worker-beneficiaries. The SC left to the
DAR and Land Bank of the Philippines, the determination of the following (a) the just
compensation for the agricultural land and homelots and (b) whether the proceeds from the sale of
500-hectare converted |ot and the 80.51-hectare ot to SCTEX were spent for legitimate corporate
pUrposes.

On April 11, 2013, the DAR released the Final Master List of FWBs of HLI containing the names
of 6,212 qualified beneficiaries. The DAR contracted the services of asurveying company in
order to facilitate the distribution of HLI's distributable land to the qualified FWBs. Upon fina
approval of the subdivision plans, the Certificate of Land Ownership Award will be issued to
qualified FWBs. The DAR aso contracted the services of Field Facilitatorsto assist in the
conduct of an information campaign on the next steps to be undertaken by the former in
connection with the distribution of lands to qudified beneficiaries. On the other hand, the
determination of whether the proceeds from the sale of 500-hectare converted ot and the 80.51-
hectare lot to SCTEX were spent for legitimate corporate purposesis still ongoing.

Compensation of Key Management Personnel
Compensation and other benefits of key management personnel of the Company are as follows:

2013 2012 2011
Short-term employee benefits B13,978,710 B14,342,145 B7,766,000
Post-employment benefits 6,342,051 1,878,094 1,667,504

P20,320,761  P16,220,239 £9,433,504

19. Income Taxes
The provision for current income tax represents MCIT in 2013 and 2012 and RCIT in 2011.

The components of the Company’ s deferred tax assets are as follows:

2013 2012
Pension liability B26,347,941 £29,329,691
Unamortized portion of past service costs 14,308,465 13,291,052
Allowance for doubtful accounts 10,096,708 12,504,795
Allowance for inventory obsolescence 2,159,162 2,159,162

P52,912,276 B57,284,700
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The Company also has deferred tax liability arising from revaluation increment of land amounting
to £519.4 million June 30, 2013 and 2012 (see Note 11).

Deferred tax assets on NOLCO and excess MCIT over RCIT were not recognized since the
Company does not expect that future taxable profits will be sufficient to avail the carryforward
benefits of NOLCO and MCIT over RCIT.

The Company’s carryforward benefits of unused NOLCO and excess MCIT over RCIT for which
no deferred tax assets were recognized, are as follows:

2013 2012
ExcessMCIT over RCIT P11,705,125 4,851,401
NOLCO — 173,277,269

P11,705,125 P178,128,670

In 2013, NOL CO amounting to £173.3 million was applied against the net taxable income.

The carryforward benefit of MCIT, which can be claimed astax credit against regular income tax,
will expirein the yearsindicated below:

Period of Availment

Recognition Period Amount Applied Expired Balance
2012 2013-2015 4,851,401 = P-  B4,851,401
2013 2014-2016 6,853,724 - - 6,853,724

11,705,125 B P- P11,705,125

The reconciliation of income tax on income before income tax computed at the statutory tax rate to
benefit from income tax as shown in the statements of income is summarized as follows:

2013 2012 2011
Income tax on income before tax P45,250,570  (B50,181,089) 857,132,199
Income tax effects of:
Nondeductible expenses 9,913,455 1,753,445 186,162
Deferred income tax written off 2,408,087 - -
Interest income already subjected to
final tax (177,722) (284,800) (449,327)
Unallowable portion of interest
expense 73,311 117,478 185,347
Dividend income - (630) (840)
Effect of change in unrecognized deferred
tax assets (45,129,459) 56,834,580  (21,444,738)

P12,338,242 B8,238,984 PB35,608,803
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20. Agreements

Milling Agreements

The Company’ s milling agreements with various planters provide for a 67.0% and 33.0% sharing
between the planters (including related parties) and the Company, respectively, of sugar and
molasses produced every crop year. As aconsegquence of the milling agreements and tolling
contracts (for refined sugar) with planters and traders, the Company holds the sugar stock of the
planters and traders for safekeeping.

Supply Agreement

The Company entered into a supply agreement with a customer for the delivery of refined sugar
with an aggregate value of B375.0 millionin 2005. Customers’ advancesrelativeto this
agreement amounted to B348.6 million as at June 30, 2012. Because of the labor problem that
severely affected the Company’ s operations, the Company failed to process the sugar requirements
and comply with the scheduled delivery date under the agreement. The outstanding supply
agreement, on which the ddlivery schedules were extended, is collateralized by rea estate
mortgage by certain stockholders.

On February 15, 2006, the agreement was amended to include a provision on interest and penalty
for non-delivery of the refined sugar and interest of 12.0% per annum. In 2013, the Company
recognized gain on reversal of liability due to the duties in the market price of sugar amounting to
£65.9 million. The Company recognized interest and penalties from non-delivery of refined sugar
and rectified fine alcohol aggregating to B160.7 million and B152.6 million in 2012 and 2011,

respectively.

On December 20, 2012, the Company’ s BOD approved the agreement to settle the Company’s
outstanding customer deposits with one of its major customers. On December 21, 2012, the
Company and its related party, JCSI, entered into an agreement with this major customersto
amend the terms of the supply and toll manufacturing agreements. The obligations arising from
the supply and toll manufacturing agreements were deemed substituted and novated by the
payment of the relevant amounts specified in the revised proposal.

Also on the same agreement, the customer confirmed that payment of the obligations shall be
unconditionally assumed by JCSI. Notwithstanding the assumption of JCSI of the obligation, the
Company acknowledged, declared and confirmed that it shall, aslong as any amount comprising
the obligation remains outstanding, continue to act as a guarantor of obligation amounting to
£1,201.0 million as at June 30, 2013.

On the same date, the Company transferred customers’ advances and accumulated interest and
penalties amounting to £348.6 million and B934.5 million, respectively, to JCSI, in accordance
with the terms and condition of the settlement agreement.

Lastly, the revised obligation will be secured by the mortgages congtituted over the real properties
beneficialy owned by the Company, TDC, JCSI, LRC, and certain individuals.

L ease Agreement

The Company has alease agreement with JCE (see Note 18), and was renewed during the year
effective January 1, 2013. Rent expense charged to operations amounted to B6.6 million in 2013
and 4.8 millionin 2012 and 2011(see Note 16).
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Future annual minimum |ease payments are as follows:

Amount
Oneyear B6.6 million
Over one year but not more than five years 26.4 million

Labor Agreement

In November 2011, the Memorandum of Agreement between the Company and union members
was finalized. The agreement covers a period of five years from July 1, 2011 up to June 30, 2016
and the significant issues and matters addressed by both parties such as wage adjustments,
hospitalization benefits, signing bonus and other provisions of the previous agreement which were
not modified by or inconsistent with the addressed matters.

21

Equity

Capital Stock
The authorized capital stock of the Company is 40.0 million shares as at June 30, 2013 and 2012,

with par value of P10.0 per share. The Company’s shares of stock were listed in the PSE on
April 12, 1977. There was no active stock trading on the Company's capital stock in the
Philippine Stock Exchange.

The total number of shareholdersis 638 and 639 as at June 30, 2013 and 2012, respectively.

Earnings Per Share
The Company’s earnings per share for the years ended June 30, 2013, 2012 and 2011 are
computed asfollows:

2013 2012 2011

Net income (loss) () P138,496,991 (P175,509,283) £154,831,861
Weighted average number of shares (b):

Issued shares 28,254,596 28,254,596 28,254,596

L ess treasury shares 720 720 720

28,253,876 28,253,876 28,253,876

Earnings (loss) per share (a/b) B4.90 (P6.21) B5.48

22

Notes to Statements of Cash Flows

In 2013, the Company entered into an agreement with a major customer and arelated party
wherein the obligation of the Company amounting to B348.6 million of customer’s advances and
£934.5 million of accumulated interest and penalties as at December 21, 2012 will be assumed by
the related party, which form significant part of the Company’ s noncash operating and financing
activities.

Noncash operating activities includes assignment of receivablesto arelated party amounting to
£1,076.0 million in 2012.
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23. Financial Risk M anagement Objectives and Palicies

The Company’s principal financial instruments include cash, AFS financial assets, notes payable
and due from/to related parties. The main purpose of these financia instrumentsis to finance the
Company’s operations. The Company has various other financial assets and liabilities such as
receivables and trade and other payables, which arise directly from its operations.

The main risks arising from the Company’ s financia instruments are liquidity risk, credit risk and
interest rate risk. The BOD reviews and agrees on the policies for managing each of these risks
and these are summarized below:

Liquidity Risk

Liquidity risk isthe risk that the Company will not be able to settle or meet its obligations on time

or at reasonable prices. The Company uses cash flow approach in managing its liquidity, in this
way, funding requirements under normal economic condition are met.

The table below summarizes the maturity profile of the Company’s financial liabilities as of
June 30, 2013 and 2012 based on undiscounted payments:

2013
Within 30 Days Within1Year Abovel Year Total
Notes payable (including interest) B1,984,654 B267,657,754 B135,833,334 B405,475,742
Trade 129,896,045 32,935,732 69,503,107 232,334,884
Dueto related parties - 185,089,665 - 185,089,665
Accruals (excluding interest and
taxes) 91,502,977 - - 91,502,977
Others 48,204,694 — — 48,204,694
B271,588,370 P485,683,151 B205,336,441 B962,607,962
2012
Within 30 Days  WithinlYear Abovel Year Tota
Notes payable (including interest) B- P171,153669 B152,666,667 ©323,820,336
Trade 119,323,095 31,779,100 102,438,839 253,541,034
Dueto related parties - 91,960,024 - 91,960,024
Accruals (excluding interest and
taxes) 82,079,996 - - 82,079,996
Others 35,098,896 35,098,896

B236,501,987  PB294,892,793  B255,105506  B786,500,286

The financia liabilities in the above tables are gross undiscounted cash flows. However, those
amounts may be settled gross or net using the following financial assets:

2013
Within 30 Days Within1Year Abovel Year Total
Cash (excluding cash on hand) B81,326,123 B- B- BP81,326,123
Receivables:

Trade - 68,629,733 - 68,629,733

Planters' receivables - 16,734,641 - 16,734,641

Due from related parties - 312,203,442 - 312,203,442
Advances to directors,

officers and employees - 9,639,652 - 9,639,652

Others - 11,075,841 - 11,075,841

(Forward)
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2013

Within 30 Days Within1lYear Abovel Year Total

AFSfinancia assets:
Proprietary B85,400,000 B- B- P85,400,000
Listed 811,439 - - 811,439
Unlisted 162,000 — — 162,000
P167,699,562  P418,283,309 B-  B585,982,871

2012
Within 30 Days WithinlYear Abovel Year Tota
Cash (excluding cash on hand) B57,769,764 B B B57,769,764
Receivables:
Trade - 46,445,229 - 46,445,229
Planters' receivables - 34,133,240 - 34,133,240
Due from related parties — 1,344,452,894 — 1,344,452,894
Advances to directors, - 8,997,545 - 8,997,545
officers and employees

Others - 16,776,355 - 16,776,355

AFSfinancia assets:
Proprietary 85,050,000 - - 85,050,000
Listed 731,399 - - 731,399
Unlisted 162,000 — — 162,000
£143,713,163 ©1,450,805,263 B- P1,594,518,426

Credit Risk

Credit risk istherisk that counterparty will not meet its obligation under afinancial instrument
leading to afinancia loss. The Company imposes cash basis approach in its sales transaction to

lower exposure to credit risk.

With respect to credit risk arising from other financial assets of the Company, which comprise
cash in banks and cash equivalents, receivables, and AFS financial assets, exposure to credit risk
arises from default of the counterparty, with a maximum exposure equal to the carrying amount of

these instruments as stated below:

2013 2012
Cash (excluding cash on hand) P81,326,123 B57,769,764
Receivables:
Trade 68,629,733 46,445,229
Planters' receivables 16,734,641 34,133,240
Due from related parties 312,203,442 1,344,452,894
Advancesto directors, officers and employees 9,639,652 8,997,545
Others 11,075,841 16,776,355
AFSfinancia assets:
Proprietary shares 85,400,000 85,050,000
Investment in shares of stock
Listed 811,439 731,399
Unlisted 162,000 162,000

Total credit risk exposure B585,982,871 £B1,594,518,426

Since the Company trades only with recognized third parties, there is no requirement for collateral.
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As at June 30, 2013 and 2012, the analysis of receivablesis as follows:

2013
Neither Past Due but not | mpaired
Past Due nor Morethan
Impaired Impaired 30 Days 90 Days 150 Days Total
Trade B27,973,155 P40,656,578 = = = B68,629,733
Planters' receivables - - 16,734,641 — - 16,734,641
Due from related
parties - - - - 312,203,442 312,203,442
Advances to directors,
officersand
employees 5,682,541 - 3,957,111 - - 9,639,652
Others — 11,075,841 — - - 11,075,841
B33,655,696 PB51,732,419 P20,691,752 P— P312,203442 P418,283,309
2012
Neither Past Due but not Impaired
Past Due nor More than
Impaired Impaired 30 Days 90 Days 150 Days Tota
Trade B28,000,108 ©18,445,121 B B B £46,445,229
Planters’ receivables 8,000,000 - 26,133,240 - - 34,133,240
Due from related - - - — 1,344,452,894  1,344,452,894
parties
Advancesto directors, 5,682,541 - 3,315,004 - - 8,997,545
officersand
employees
Others — 16,776,355 - - - 16,776,355
P41,682,649 B35,221,476 B29,448,244 B- £1,344,452,894 ©1,450,805,263

As at June 30, 2013 and 2012, the credit analyses of the Company’s financial assets are asfollows:

2013
Grade
High Standard Total
Loans and receivables:
Cash (excluding cash on hand) B81,326,123 P— P81,326,123
Trade receivables 68,629,733 - 68,629,733
Due from related parties 312,203,442 - 312,203,442
Advances to directors, officers and
employees 9,639,652 - 9,639,652
Others 11,075,841 - 11,075,841
AFSfinancial assets:
Proprietary shares - 85,400,000 85,400,000
Investment in shares of stock
Listed - 811,439 811,439
Unlisted - 162,000 162,000
P482,874,791 B86,373,439 PB569,248,230




2012
Grade
High Standard Tota
Loans and receivables:
Cash (excluding cash on hand) B57,769,764 B- P57,769,764
Trade receivables 46,445,229 - 46,445,229
Due from related parties 1,344,452,894 — 1,344,452,894
Advances to directors, officers and
employees 8,997,545 - 8,997,545
Others 16,776,355 - 16,776,355
AFSfinancial assets:
Proprietary shares - 85,050,000 85,050,000
Investment in shares of stock
Listed - 731,399 731,399
Unlisted - 162,000 162,000

£1,474,441,787 £85,943,399 P1,560,385,186

The credit quality was determined as follows:

Cash and AFS financial assets - based on the credit standing or rating of the counterparty. Cashis
classified as high grade since these are deposited and invested with a reputable bank and can be
withdrawn anytime.

Receivables - High Grade receivabl es pertain to those receivables from customers that always pay
on time or even before the maturity date. Standard Grade receivables include receivables in which
the collections from customer are delayed caused by clearing with banks. Those receivables
which are collected consistently beyond their due dates and require persistent effort from the
Company are included under Substandard Grade receivables.

Concentration of Risk

Thisistherisk that the Company’s receivables are focused in a particular customer, facing threats
on realizability of receivables. The Company is affected by concentration of risk but is mitigated
by imposing cash basis approach in its sales transaction.

Interest Rate Risk

Interest rate risk arises from the possibility that the changes in interest rates will affect the fair
value of financid instruments. Interest on financial instruments classified asfloating rate is
repriced at intervals of lessthan one year. Interest on financia instruments classified as fixed rate
is fixed until the maturity of the instrument.

The Company’ s financial instruments that are exposed to cash flow interest rate risk pertain
mainly to its notes payable to local banks amounting to B331.5 million and £239.0 million in 2013
and 2012, respectively, which are subject to floating interest rate (see Note 13).

The effect onincome before income tax due to possible changesin interest ratesis as follows:

Increase/Decrease in Interest Rate Effect on Income Before Income Tax
2013 2012
+1% (B3,315,000) (B2,390,000)

-1% 3,315,000 2,390,000
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There is no other impact on the Company’ s equity other than those affecting profit and loss.

Capital Management

The Company’ s primary objective is to ensure that it maintains a strong credit rating and healthy
capital ratios to sustain its business and maximize shareholder value. The Company manages its
capita structure based on its business requirements and the economic environment. The Company
monitors capital using a gearing ratio, which istota debt divided by total debt and equity. Total
debt includes notes payabl e and trade and other payables. Equity includes capital stock, deficit,
revaluation increment and unrealized cumulative gain on AFS financial assets and treasury stock.

2013 2012
Notes payable B399,833,334 B317,333,334
Trade and other payables 648,999,440 1,923,755,120
Total debt (a) 1,048,832,774  2,241,088,454
Equity 1,186,404,628 1,047,477,597
Total debt and equity (b) P2,235,237,402 B3,288,566,051
Gearing ratio (a/b) 0.47 0.68

24. Financial | nstruments

Thefollowing is acomparison by category of the carrying values and fair values of all of the
Company’sfinancial instruments that are carried in the financial statements as at June 30, 2013

and 2012:
2013 2012
Carrying Value Fair Value Carrying Value Fair Value
Financial Assets
Loans and receivables:
Cash (excluding cash on hand) B81,326,123 B81,326,123 B57,769,764 B57,769,765
Trade receivables 68,629,733 68,629,733 46,445,229 46,445,229
Planters' receivables 16,734,641 16,734,641 34,133,240 34,133,240
Due from related parties 312,203,442 312,203,442 1,344,452,894  1,344,452,894
Advances to directors, officers
and employees 9,639,652 9,639,652 8,997,545 8,997,545
Others 11,075,841 11,075,841 16,776,355 16,776,355
499,609,432 499,609,432 1,508,575,027 1,508,575,028
AFS financial assets:
Proprietary shares 85,400,000 85,400,000 85,050,000 85,050,000
Investment in shares of stock
Listed 811,439 811,439 731,399 731,399
Unlisted 162,000 162,000 162,000 162,000
86,373,439 86,373,439 85,943,399 85,943,399
Total Financial Assets B585,982,871 B585,982,871 £1,594,518,426 £1,594,518,427
Financial Liabilities
Other financid liabilities:
Trade payables B232,334,884 B232,334,884 B253,541,034 £253,541,034
Dueto related parties 185,089,665 185,089,665 91,960,024 91,960,024
Accruals (excluding taxes and
liens) 97,145,385 97,145,385 88,566,998 88,566,998

(Forward)
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2013 2012
Carrying Value Fair Value Carrying Value Fair Value
Notes payable (including current

portion) B399,833,334  B399,833,334 B317,333,334 PR317,333,334
Others 48,204,694 48,204,694 35,098,896 35,098,896
Total Financial Liabilities P962,607,962  B962,607,962  PB786,500,286 PF786,500,286

Cash, Receivables and Trade and Other Payables
Due to the short-term nature of these financial instruments, their fair values approximate the
carrying amounts as of balance sheet date.

AFS Financial Assets

Thefair value of the listed AFS financial assets are determined in reference to quoted market bid
prices at the close of business on the balance sheet date since these are mostly actively traded in
organized financia market. Unlisted common shares of stock are unquoted and there are no other
reliable sources of their fair market values, therefore, they are stated at cost.

Notes Payable
The fair values of notes payable based on Level 1 are determined using the discounted cash flow

method. Discount rates used ranged from 5% to 10.5% and 7.5% to 10.5% as at June 30, 2013
and 2012, respectively.

Fair Value Hierarchy
As at June 30, 2013, the Company uses the following hierarchy for determining and disclosing the
fair value of financial instruments by valuation technique:

= Level 1. quoted (unadjusted) pricesin active markets for identical assetsand liabilities

= Level 2: other techniques for which al inputs which have a significant effect on the recorded
fair value are observable, either directly or indirectly

= Level 3: techniques which use inputs which have significant effect on the fair value that are
not based on observable market data.

The Company’ s financial assets carried at fair value as at June 30, 2013 and 2012 based on
Level 1 comprise investment in listed shares of stock amounting to B0.8 million and 0.7 million,

respectively.

As at June 30, 2013, the Company has no financial instruments carried at fair value which is based
on Levels2 and 3.

There was no transfer between Level 1 and 2 fair value measurements and no transfer into and
out of Level 3 fair value measurement in 2013 and 2012.

25,

Supplementary Tax | nformation Required under Revenue Regulations (RR) 19-2011

RR No. 19-2011 was issued to prescribe the new Bureau of Internal Revenue (BIR) forms that will
be used for income tax filing covering and starting with December 31, 2011, and to modify
Revenue Memorandum Circular (RMC) No. 57-2011 dated November 25, 2011. TheRRis
effective for all taxpayers required to file their income tax returns under Section 51(A)(1) of the
Tax Code, and those not required to file under Section 51(A)(2) but who nevertheless opted to do
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S0, covering and starting with December 31, 2011.

The following are the required schedules under regular rate prescribed under existing revenue

issuances applicable to the Company as at June 30, 2013:

Revenue
Sale of goods/properties 719,379,346
Sale of services 290,668,191
£1,010,047,537
Cost of Sales (Trading/Manufacturing)
M erchandise/Finished goods inventory, beginning 89,545,531
Add: Purchases of merchandise/Cost of goods manufactured 515,684,367
Tota goods available for sale 605,229,898
L ess: Merchandise/Finished goods inventory, end 48,072,976
B557,156,922
Cost of Services
Direct Charges - Materials, supplies, and facilities £96,242,761
Direct Charges - Salaries, wages and benefits 27,133,583
Direct Charges — Depreciation 2,942,131
Others 1,242,535
£127,561,010
Non-Operating and Taxable Other Income
Gain on reversal of liabilities 65,942,455
Storage income 2,909,425
Interest income 2,308,543
Other income 1,800,849
B72,961,272
Itemized Deductions
Interest £39,027,679
Salaries and allowances 38,146,057
L osses 34,715,332
Transportation and travel 19,573,273
Management and consultancy fee 17,150,716
Security services 12,934,257
Professional fees 9,887,389
Rental 6,641,899
Representation and entertainment 4,864,117
Taxes and licenses 4,493,458
Communication, light and water 3,217,713
Repairs and maintenance - Materials/Supplies 2,515,896
Amortization of pension trust contribution 2,189,291

(Forward)
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Depreciation £2,198,244
Janitorial and messengerial services 1,334,132
Office supplies 483,130
Advertising 440,102
Insurance 422,006
Others: Bank charges 348,521
Charitable contributions 111,456

Bad debts 25,550
Miscellaneous 20,586,410

Tota regular itemized deductions 221,306,628
Allowance for NOLCO 173,277,269
£394,583,897

26. Supplementary Tax Information Required under Revenue Regulations (RR) 15-2010

On November 15, 2010, the Bureau of Internal Revenue issued RR No. 15-2010 to amend certain
provisions of RR No. 21-2002 prescribing the manner of compliance with any documentary and/or
procedural requirements in connection with the preparation and submission of financia statements
accompanying the tax return.

In compliance with the requirements set forth by RR 15-2010, hereunder are the information on
taxes and license fees paid or accrued during the taxabl e year:

Vaue-added Tax (VAT)

The Nationa Internal Revenue Code of 1997 provides for the imposition of VAT on sales of
goods and services. Accordingly, the Company’ s sales are subject to output VAT whileits
importations and purchases from other VAT-registered individuals or corporations are subject to
input VAT. RA No. 9337 increased the VAT rate from 10.0% to 12.0%, effective

February 1, 2006.

Details of the Company’s net sales/receipts, output VAT and input VAT accounts are as follows:
a. Sales/Receipts and Output VAT declared in the Company’s VAT returns filed for the period

Net Sales/Receipts Output VAT

Taxable Sdles:
Sdle of goods B804,178,874 B96,501,465
Leasing income 135,086 16,210
Others 1,243,313 149,198
805,557,273 96,666,873
Exempt Sales 180,048,791

£985,606,064 96,666,873

In 2013, the Company has exempt sales of services amounting to P180.0 million for services of
milling sugar cane into raw sugar.
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The Company’s sales of services are based on actual collections received, hence, may not be the
same as amounts accrued in the statement of income.
b. Detailsof theinput VAT for 2013 are asfollows:

Current year’ s domestic purchases/payments for:
Goods for resale/manufacture or further

processing B14,573,972
Importation 3,109,201
Presumptive 15,614,814

Goods other than for resale or manufacture 2,371,848
Services lodged under cost of goods sold 18,683,645
54,353,480

Claimsfor tax credit/refund and other adjustments 3,694,324
B50,659,156

c. Details of the Company’ s importations are shown below:

Total landed cost of imports £27,949,428
Customs duties 2,527,343
Others 2,184,838
Insurance 58,420

£32,720,029

Taxesand Licenses

Thisincludes all other taxes, local and national, including real estate taxes, licenses and permit
feeslodged under the ‘ Taxes and Licenses account both under the ‘ Cost of Goods Sold', ‘ Cost of
Tolling Services' and ‘ Operating Expenses’ sections in the Company’ s statement of income.

Details consist of the following:

Lodged under Cost of Goods Sold and Tolling

Services.

Redl estate taxes P4,297,458

License and permits fees 2,198,787

Others 106,239
6,602,484

Lodged under Operating Expenses:

Documentary stamp taxes 2,284,720

License and permits fees 1,031,240

Red estate taxes 480,478

Others 74,698
3,871,136

10,473,620
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Withholding Taxes

Details of withholding taxes for the year are as follows:

Withholding taxes on compensation £13,047,195
Expanded withholding taxes 10,000,351
23,047,546

During the year, the Company was a petitioner in a case before the Court of Tax Appeals (CTA)
under case no. 8338, Central Azucarerade Tarlac (CAT) v Bureau of Internal Revenue (BIR), for
alleged tax deficiency during fisca year ending June 30, 2006. The Company requested from the
BIR for acompromise settlement of its deficiency taxes for B19.9 million. It was agreed by the
latter and paid by the Company on December 28, 2012. The case before the CTA was then
declared closed and terminated as of January 31, 2013.

As at June 30, 2013, the Company is neither a party to any litigation in courts nor under
preliminary investigation of regulatory bodies.
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