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ln accordance with the provisions of SRC Rule 12-2, if the issuer makes available to its
stockholders or othenrvise publishes, within the period prescribed for filing the report, a document or
statement containing information meeting some or all of the requirements of Part I of this Form, the
information called for may be incorporated by reference from such published document or statement,
in answer or partial answer to any item or items of Part I of this Form, provided copies thereof are filed
as an exhibit to Part l, and all information called for in this Form is supplied.

(e) lntegrated Reports to Security Holders

Quarterly reports to security holders may be combined with the required information of Form
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(1) Five complete copies of the report, including any financial statements, exhibit or other
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paragraph (2) and (3) of SRC Rule T2.lconcerning copies, binding, signatures, paper, printing,
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PART I..FINANCIAL IN FORMATION

Item 1. Financial Statements.

Financial Statements and, if applicable, Pro Forma Financial Statements meeting the
requirements of SRC Rule 68, Form and Content of Financial Statements, shall be furnished as
specified therein.

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

Furnish the information required by Part lll, Paragraph (A)(2)(b) of "Annex c".

PART II-.OTHER INFORMATION

The issuer may, at its option, report under this item any information not previously reported in

a report on SEC f orm i Z-C. lf disclosure of such information is made under this Part ll, it need not be

repeated in a report on Form 17-C which would othemrise be required to be filed with respect to such

information or in a subsequent report on Form 17-Q.
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MANAGEMENT'S DISCUSSION & ANALYSIS OF FINANCIAL GONDITION AND
RESULTS OF OPERATION

The following managemenf's discussion and analysis of the Group's financial condition and
resu/fs of operations should be read in conjunction with the Group's audited financiat
statements, including the related notes, contained in this Prospectus. This Prospectus
contains fonuard-looking statements that are based largely on the Group's current
expectations and projections about future events and trends affecting rts busrness and
operations. The Group cautions rnvesfors that its busrness and financial pefformance is
subiect to substantive r'sks and unceftainties. The Group's actualresulfs may differ materiatly
from those discussed in the fonlard-looking statemenfs as a result of various factors,
including, without limitation, those set out in "Risk Factors." ln evaluating the Group's busrness,
investors should carefully consider all of the information contained in "Risk Factors."

The selected financial information set forth in the following table has been derived from the
Group's unaudited consolidated financial statements for the three-month period ending August
30,2020 and 2019.

RESULTS OF OPERATIONS

3-Month Period Ended August 2020 (unaudited) compared to 3-Month Period Ended
August 201 9 (unaudited)

The Group's net sales for the quarter ended August 2020 registered to 804.02 million which
shows a 1.10o/o or 8.95 million decrease as compared to last year's comparative period which
amounted lo 812.97 million. The decrease of premium products both in seeds and rice is due
to the COV|Dl9 pandemic.

ln Php
For the Three-Month Period Ended Auqust 31

lncome Statement Data:
Revenues..
Cost of Sales...
Net Profit...

2020
(unaudited)

804.02
399.09
459.30

20'19
(unaudited)

812.978
513.549
385.41

As of
August 31,2020

(unaudited)

As of
May 31,2020

(Audited)
Balance Sheet Data:
Current Assets...
Noncurrent Assets... ... ..
Total Assets............ ....,
Total Liabilities.............
Stockholders' Equity... ...
Non-Controlling I nterest

Earnings per share ... ... .

Book Value per share....

12,704
3,900
16,605
12,519
4.093
(6.54)

0.03
1.81

12,973
3,979
16,762
12,746
4,021
(5.16)

0.24
1.78



Cost of sales for June 2020 to August ?020 amounted to F399.09 million, an decrease of
22.29o/o from last year's F513.54million.

Total Operating expenses for the first quarter is F191.30 million while last comparative year
registered to F158.23 million.

The finance cost for the current quarter amounted to F196.97 million, a 37.80% increase as
compared to relative quarter ending August 31, 2019 due to borrowings for working capital
requirements needed for expected higher sales volume.

The equity share in net loss from the operations of the associate amounted to . 1.37 million.

The finance income forthe quarter is F0.46 million and?0.27 million last 2019. These are
from deposits made to banks.

Foreign exchange loss of .0.01 million forthe quarter and .0.08 million gain in,2019 is from
regular foreign currency transactions by the Group.

As a result of the foregoing, net income for the 3-month period is at F70.14 million, which is
lessthan 15.04% lowerthanthenetincomeof F82.56millionof thecomparativeperiod.

3-Month Period Ended August 2019 (unaudited) compared to 3-Month Period Ended
August 201 I (unaudited)

The Group's net sales for the quarter ended August 2019 registered to .812.97 million which
shows a 10o/o or .74.95 million increase as compared to last year's comparative period which
amounted to .738.02 million. The growth is due to the continuing demand in Group's premium
products both in seeds and rice.

Cost of sales for June 2019 to August 20't9 amounted to F513.54 million, an increase of 8o/o
from last year's F473.54million.

Total Operating expenses for the first quarter is F158.23 million while last comparative fear
registered to P't45.34 million. Majority of ?12.90 million increase is attributed to increase in
personnel expense, rentals as well as transportation expenses.

The finance cost for the current quarter amounted to ?142.94 million, a 39o/o increase as
compared to relative quarter ending August 31,2019 due to borrowings for working capital
requirements needed for expected higher sales volume .

The equity share in net loss from the operations of the associate amounted to . 1.86 million.

The finance income for the quarter is F0.27 million and F0.29 million last 2018. These are
from deposits made to banks.

Foreign exchange loss of .0.08 million for the quarter and .0.08 million gain in 2019 is from
regular foreign currency transactions by the Group.

As a result of the foregoing, net income for the 3-month period is at F82.04 million, which is
less than 1% lower than the net income of F82.36 million of the comparative period.



Material Changes to the Group's proiorma lncome Statement as of the Three-Month
Period Ending August 31, 2020 (unaudited) compared to the pro-forma lncome
Statement as of Three-Month Period Ending August 31, 2019 (increase/decrease of 5%
or more) (unaudited)

110% decrease in Sales
Lower volume of inventory sold.

22.29% decrease in Cost of Sales
Volume - related decrease

20.90 % increase in Operating Expenses
lncrease in personnel expenses and rentals for storage of inventory

26.08o/o increase in Finance Cost
Borrowings to support capital working requirements

72.11% decrease in Finance lncome
lnterest earned from bank accounts

26.08% decrease in Equity Share in Net lncome / Loss of an Associate
Loss from operations.

36.76% decrease in Fair Market Value Gains
Total fair market value measurement of biological assets.

117.36% increase in Foreign Exchange Gain
Resulted from foreign currency denominated transactions

Material Changes to the Group's pro-forma lncome Statement as of the Three-Month
Period Ending August 31, 2019 (unaudited) compared to the pro-forma lncome
Statement as of Three-Month Period Ending August 31, 2018 (increasddecrease of 5%
or more) (unaudited)

10.02% increase in Sales
Higher volume of inventory sold.

8% increase in Cost of Sales
Volume - related increase

9% increase in Operating Expenses
lncrease in personnel expenses and rentals for storage of inventory

39% increase in Finance Cost
Borrowi n gs to s upport capital workin g requirem ents

9% decrease in Finance lncome
Interest earned from bank accounts

100% increase in Equity Share in Net lncome / Loss of an Associate
Loss from operations in lndonesia



32% increase in Fair Market Value Gains
Total fair market value measurement of inventory and biological assets.

163% decrease in Foreign Exchange Gain/Loss
Resulted from foreign currency denominated transactions

FINANCIAL CONDITION

August 31, 2020 (unaudited) compared to May 31,2020 (audited)

Total Cash and Cash Equivalents as of Augus 131 , 2O2O amounted to F1 .16 billion and
F1 .39 billion on May 31 , 2020, an decrease of 16.280/o for a period of 3 months.

The Group's net trade receivables increased by1.88% or F97.96 inillion from F5.20 billion in
fiscalyear 2020to F5.30 billion as of August 2020.

The inventory balance increased byP12.04 million which is equivalentlo .21ohfrom F5.67
billion last May 31 , 2020 to F5.69 billion this August 31,2020.

The Group recognized biological assets amounting to F63.69 million for the first quarter
ending August 31,2020 which is much higher than that of May 31,2020.

Prepayments as of August 31, 2020 is registered to ?492.74 million, a 5.10% decrease from
May 31 ,2020 balance.

Security deposits amounts to F25.65 million with a 13.03o/o decrease from F29.50 million
from May 31, 2020.

Accounts and Other payables amounted to F388.44 million and F291.74 million in August
31,2020 and May 31, 2020, respectively

42.08% decrease in Short - Term debt decrease is due to payments made to the banks.
The decrease amounts to P215.58 million from F10.36 billion to ?10.14 billion as of August
31,2020.

The Group recognized a?27.55 million or 2.77o/o decrease in Trust Receipts Payable. The
account amounted to F967.79 million as of the current quarter.

Long - Term debt for the quarter is 12.56% lower than that of May 31 ,2020. The F66.53
million decrease is due to payments made to the banks.

August 31, 2019 (unaudited) compared to May 31,2019 (audited)

Total Cash and Cash Equivalents as of August 31, 2019 amounted to F901 .92 million and
P293.07 on May 31,2019, an increase of 208o/o for a period of 3 months.



The Group,s net trade receivables increased by 8% or F318.39 million from?4.24 billion in

riscat yeai 2019 to P4'56 billion as of August 2019'

The inventory balance decreased by?370'44million which is equivalentloT% from P5'12

billion last May 31 ,2019 lo ?4'75 bittion this August 31' 2019'

TheGrouprecognizedbiologicalassetsamountingtoFlss.,llmillionforthefirstquarter
ending August gt, zolgwnilrr is much higher than that of May 31,2019'

PrepaymentsasofAugustSl,2olgisregisteredlo22l.5lmillion,aS60/oincreasefrom
May 31 ,2019 balance'

security deposits amounts to 19'52 million with a 14o/oincrease from 17'14 million from fiscal

year 2019'

AsofAugust3,l,20lg,lnvestmentinAssociateaccountreflectsalT%increasefromMay
31,2019balance'ThesaidaccountamountedloS2.S2millionasofthereportingperiod.

Accounts and other payables amounted lo 244'27 million and 405'07 million in August 31',

2019 and MaY 31 ,2019, resPectivelY'

A13%increase in short _ Term debt is for working capitar needed to support the anticipated

higher sales votume tor tne year. The increase rri'ni' to 980'03 million from 7'34 billion to

A.Zg niltion as of August 31' 2019'

The Group recognized a95.17 million or L}o/odecrease in Trust Receipts Payable' The

account amounted 1o719'4l million as of the current quarter'

Long-Termdebtforthequarterisg%lowerthanthatofMay3l'2019'The26.25million
deciease is due to payments made to the banks'

MateriatChangestotheGroup,s.pro.formaBatanceSheetasofAugustslr2020
(unaudited) compared-t:t-!"::ito,ii-ait,lrce Sheeiis ot May 31,2020 (audited)

'(increase/decrease of 5% or more)

16.Zilo/odecrease in Cash and Cash Equivalents

1.88% increase in Receivables - net
inl-6rorp't sales revenue for the quarter

.21o/oincrease in lnventories - net
Vriort deliveries made bY the GrouP

100% increase in BiologicalAssets
Growing "rop, 

oitn" oio'p as of Augusl3l'2020

5.10% decrease in PrePaYments

13.03% decrease in Security Deposits



33.15% decrease in Accounts and Other Payables

2.08o/o decrease in Short - term notes payable
Payment made to banks.

2.77% decrease in Trust Receipts Payable
Settlement of maturing debts

12.560/o decrease on Long-term notes payable
Settlement of matured portion for the quarter

Material Changes to the Group's pro-forma Balance Sheet as of August 31, 2019
(unaudited) compared to the pro-forma Balance Sheef as of May 31, 2019 (audited)
(increase/decrease of 5% or morQ

208% increase in Cash and Cash Equivalents

8% increase in Receivables - net
The Group's sales revenue for the quarter

7% decrease in lnventories - net
Various deliveries made by the Group

17.038% increase in Biological Assets
Growing crops of the Group as of August 31,2019

36% increase in Prepayments

14o/o increase in Security Deposits

670/o increase in lnvestment to an Associate
Additional investments made during the first quarter

40% increase in Accounts and Other Payables

13% increase in Short - term notes payable
Borrowings to support working capital requirements

12o/o decrease in Trust Receipts Payable
Settlement of maturing debts

9% decrease on Longterm notes payable
Settlement of matured portion for the quarter

LIQUIDIry AND GAPITAL RESOURCES

ln the years 2020,2019 and 2018, the Group's primary source of liquidity was proceeds from
sales and bank borrowings. Net cash from operating and financing activities were sufficient to
cover the Group's working capital and CAPEX requirements in the years 2020, 2019 and 2018.
ln addition, the Group repaid some loans in all the periods under review. As of the quarter
ended August 31,2020, the Group's cash and cash equivalents totaled F1 .16 billion.



Cash Flows

The following table sets forth information from the Group's pro forma statements of cash flows
for the period indicated:

amounts in F millions
Cash Flow 2020

(unaudited)
2019 2018

(unaudited) (unaudited)
Net cash provided
operating activities
Net cash provided
investing activities
Net cash provided
financing activities

by (used

by (used

by (used

73.79

(2.08)

(297.72)

(1e8.07)

(57.57)

859.86

e6.59)

(2e.12)

50.44

in)

in)

in)

lndebtedness

To date, the Group has not been in default in paying interests and principal amortizations

KEY PERFORMANCE INDICATORS

The Group's top five (5) key performance indicators are listed below:

Notes:

(1 )Current Assets/Current Liabilities
(2)Bank Loans/Stockholder's Equity
(3) Net I ncome/Outstanding Shares
(4) Net lncome plus lnterest Expenses and Provision for lncome Tax
(5)Net lncomeffotal Stockholders' Equity

Discussion on Leading Practices on Corporate Governance

The Company through the Board of Directors and its Committees regularly monitors the best
practices in corporate governance as enshrined in the Company's Manual on Corporate
Governance and relevant rules. While the Company has yet to establish a formal evaluation
system, a regular audit of the Company's Compliance is being conducted.

August 31,2020
(unaudited)

May 31 ,2020
(audited)

Current Ratiol 1.09 1.07
Debt to Equity Ratio2 3.06 3.17
Earninqs per Share" 0.03 0.24

For the three-month period ended August 31
2020 2019

Earnings before lnterest and
Taxesa 70.14M 82.56M
Return on Equitvs 0.02 0.02



The Company through management intends to finalize and implement, subject to board
approval, a formal evaluation system to fully monitor compliance with relevant corporate
governance rules.

Significant Accounting Policies

Current versus Non-current Classification

The Group presents assets and liabilities in consolidated statement of financial position
based on currenVnon-current classification. An asset is current when it is:

. Expected to be realized or intended to be sold or consumed within normal operating
cycle. Held primarily for the purpose of trading. Expected to be realized within twelve months after the reporting period, 6r. Cash or cash equivalent unless restricted from being exchanged or used to settle a
liability for at least twelve months after the reporting period

All other assets are classified as non-current.

A liability is current when:

o lt is expected to be settled within normaloperating cycleo lt is held primarily for the purpose of tradingo lt is due to be settled within twelve months after the reporting period, oro There is no unconditional right to defer the settlement of the liability for at least
twelve months after the reporting period

The Group classifies all other liabilities as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities. -

Fair Value Measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The
fair value measurement is based on the presumption that the transaction to sell the
asset or transfer the liability takes place either:

o ln the principal market for the asset or liability, oro ln the absence of a principal market, in the most advantageous market for the asset
or liability.

The principal or the most advantageous market must be accessible to the Group.



The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

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

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

All assets and liabilities for which fair value is measured or disclosed in the consolidated
financial statements are categorized within the fair value hierarchy, described as
follows, based on the lowest level input that is significant to the fair value m'easurement
as a whole:

r Level 1 - Quoted (unadjusted) market prices in active markets for identical assets
or liabilitieso Level 2 - Valuation techniques for which the lowest level input that is significant to
the fair value measurement is directly or indirectly observableo Level 3 - Valuation techniques for which the lowest level input that is significant to
the fair value measurement is unobservable

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

For the purpose of fair value disclosures, the Group has determined classes of assets
and liabilities on the basis of the nature, characteristics and risks of the asset or liability
and the level of the fair value hierarchy as explained above.

Cash

Cash includes cash on hand and in banks and are stated at face amount in the
consolidated statement of financial position.

Financial lnstruments - initial recoqnition and subsequent measurement effective June
1,2018

Financial Instruments

Date of recognition



The Group recognizes a financial asset or a financial liability in the consolidated
statement of financial position when it becomes a party to the contractual provisions of
the instrument" Purchases or sales of financial assets that require delivery of assets
within the time frame established by regulation or convention in the marketplace are
recognized on the settlement date.

a. Financial assets
I nitial recognition and measurement

Financial assets are classified, at initial recognition, as financial asset at amortized
cost, fair value through OCI (FVOCI) and fair value through profit or loss (FVPL).

The classification of financial assets at initial recognition depends on the financial
asset's contractual cash flow characteristics and the Group's business modelfor
managing them, With the exception of trade receivables that do not contain a
significant financing component, the Group initially measures a financialasset at its
fair value plus, in the case of a financial asset not at FVPL, transaction costs. Trade
receivables that do not contain a significant financing component or for which the
Group has applied the practical expedient are measured at the transaction price as
disclosed in the accounting policy on revenue from contracts with customers.

ln order for a financial asset to be classified and measured at amortized cost or fair
value through OCl, it needs to give rise to cash flows that are'solely payments of
principal and interest' (SPPI) on the principal amount outstanding. This assessment
is referred to as the SPPI test and is performed at an instrument level.

The Group's business modelfor managing financial assets refers to how it manages
its financial assets in order to generate cash flows. The business model determines
whether cash flows will result from collecting contractual cash flows, selling the
financial assets or both.

Purchases or sales of financial assets that require delivery of assets within a time
frame established by regulation or convention in the market place (regular way
trades) are recognised on the trade date, i.e., the date that the Group commits to -

purchase or sell the asset.

Subseguent measurement

For purposes of subsequent measurement, financial assets are classified in four
categories:

o Financial assets at amortized cost (debt instruments)o Financial assets at FVOCI with recycling of cumulative gains and losses (debt
instruments). Financial assets designated at FVOCI with no recycling of cumulative gains and
losses upon derecognition (equity instruments). Financial assets at FVPL

Financial assets at amortized cost



This category is the most relevant to the Group. The Group measures financial
assets at amortised cost if both of the following conditions are met:

. The financial asset is held within a business model with the objective to hold
financial assets in order to collect contractual cash flows; and. The contractual terms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal amount
outstanding

Financial assets at amortized cost are subsequently measured using the effective
interest rate (ElR) method and are subject to impairment. Gains and losses are
recognized in profit or loss when the asset is derecognized, modified or impaired.

The Group's financial assets at amortized cost include cash, receivables (excluding
advances to suppliers) and security deposits.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of
similar financial assets) is primarily derecognized (i.e., removed from the Group's
consolidated statement of financial position) when:

. The rights to receive cash flows from the asset have expired; or. The Group has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in fullwithout material
delay to a third party under a 'pass-through' arrangement; and either (a) the
Group has transferred substantially all the risks and rewards of the asset, or (b)
the Group has neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the asset

When the Group has transferred its rights to receive cash flows from an asset or has
entered into a pass-through arrangement, it evaluates if, and to what extent, it has
retained the risks and rewards of ownership. When it has neither transferred nor
retained substantially all of the risks and rewards of the asset, nor transferred conirol
of the asset, the Group continues to recognize the transferred asset to the extent of
its continuing involvement. ln that case, the Group also recognizes an associated
liability. The transferred asset and the associated liability are measured on a basis
that reflects the rights and obligations that the Group has retained.

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

I mpairment of financial assefs

The Group recognizes an allowance for ECLs for all debt instruments not held at
FVPL. ECLs are based on the difference between the contractual cash flows due in
accordance with the contract and all the cash flows that the Group expects to
receive, discounted at an approximation of the original ElR. The expected cash flows



b.

will include cash flows from the sale of collateral held or other credit enhancements
that are integral to the contractualterms.

For trade receivables, the Group has applied the standard's simplified approach and
has calculated ECLs based on lifetime expected credit losses. Therefore, the Group
does not track changes in credit risk, but instead recognizes a loss allowance based
on lifetime ECLs at each reporting date.

For other financial assets such as receivables from employees, nontrade receivables
and security deposits, ECLs are recognized in two stages. For credit exposures for
which there has not been a significant increase in credit risk (SICR) since initial
recognition, ECLs are provided for credit losses that result from default events that
are possible within the next 12-months (a 12-month ECL). For those credit
exposures for which there has been a significant increase in credit risk since initial
recognition, a loss allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of the default (a'lifetime
ECL).

For cash in bank, the Group applies the low credit risk simplification. The probability
of default and loss given defaults are publicly available and are considered to be low
credit risk investments. lt is the Group's policy to measure ECLs on such
instruments on a 12-month basis. However, when there has been a significant
increase in credit risk since origination, the allowance will be based on the lifetime
ECL. The Group uses the ratings from Standard and Poor's (S&P), Moody's, and
Fitch to determine whether the debt instrument has significantly increased in credit
risk and to estimate ECLs).

The key inputs in the model include the Group's definition of default and historical
data of three years for the origination, maturity date and default date. The Group
considers trade receivables from sale of seeds in default depending on the credit
arrangements with customers with terms ranging from 1 1 lo 24 months from the date
of sale. The Group considers trade receivables from sale of rice in default depending
on the customer's profile with terms ranging from 30 days to
12 months from the date of sale. However, in certain cases, the Group may also -

consider a receivable to be in default when internal or external information indicates
that the Group is unlikely to receive the outstanding contractual amounts in full before
taking into account any credit enhancements held by the Group.

Finanbial liabilities
I nitial recog nition and measurement
Financial liabilities are classified, at initial recognition, as financial liabilities at FVPL,
loans and borrowings, payables at amortized cost, or as derivatives designated as
hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value and, in the case of loans
and borrowings and payables at amortized cost, net of directly attributable
transaction costs.

The Group's financial liabilities include "Accounts and other payables", "Trust receipts
payable", "Short-term debt", "Long-term debt", and "Lease liabilities".



Subseguent measurement
The measurement of financial liabilities depends on their classification, as described
below:

Financial liabilities at fair value throuqh profit or loss
Financial liabilities at FVPL include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at FVPL.

Financial liabilities are classified as held for trading if they are incurred for the
purpose of repurchasing in the near term. This category also includes derivative
financial instruments entered into by the Group that are not designated as hedging
instruments in hedge relationships as defined by PFRS g. Separated embedded
derivatives are also classified as held for trading unless they are designated as
effective hedging instruments.

Gains or losses on liabilities held for trading are recognized in the consolidated
statement of comprehensive income.

Financial liabilities designated upon initial recognition at FVPL are designated at the
initial date of recognition, and only if the criteria in PFRS g are satisfied. The Group
has not designated any financial liability as at FVPL.

Loans and borrowinqs and other pavables at amortized cost
This is the category most relevant to the Group. After initial recognition, interest
bearing loans and borrowings and other payables are subsequently measured at
amortized cost using the EIR method. Gains and losses are recognized in profit or
Ioss when the liabilities are derecognized as well as through the EIR amortization
process.

Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the ElR. The EIR
amortization is included as finance costs in the consolidated statement of
comprehensive income.

This category generally applies to "Accounts and other payables" other than payable
to government agencies, which is covered by other accounting standard, "Short-teTm
debt",
"Long-term debt", "Trust receipts payable", and "Lease liabilities".

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

Offsetting F inancial I nstruments

Financial assets and financial liabilities are offset and the net amount reported in the
consolidated statement of financial position, if, and only if, there is a currently



enforceable legal right to offset the recognized amounts and there is an intention to
settle on a net basis, or to realizethe asset and settle the liability simultaneously.

'Day 1'difference

Where the transaction price in a non-active market is different to the fair value from other
observable current market transactions in the same instrument or based on a valuation
technique whose variables include only data from observable market, the Group
recognizes the difference between the transaction price and fair value (a 'Day 1'
difference) in the profit or loss unless it qualifies for recognition as some other type of
asset. ln cases where the valuation technique used is made of data which is not
observable, the difference between the transaction price and model value is only
recognized in the profit or loss when the inputs become observable or when the
instrument is derecognized. For each transaction, the Group determines the appropriate
method of recognizing the'Day 1' profit or loss amount.

Financial Instruments - initial recoqnition and subsequent measurement prior to June 1,
2018

Financial lnstruments

Date of recognition

The Group recognizes a financial asset or a financial liability in the consolidated
statement of financial position when it becomes a party to the contractual provisions of
the instrument. Purchases or sales of financial assets that require delivery of assets
within the time frame established by regulation or convention in the marketplace are
recognized on the settlement date.

lnitial recognition

All financial instruments are initially recognized at fair value. Except for financial assets
and financial liabilities at FVPL, the initial measurement of financial assets and financial
liabilities include transaction costs. Financial assets are classified as either financial
assets at FVPL, held-to-maturity investments, available for sale (AFS) financialassets,
or loans and receivables. Financial liabilities are classified as either financial liabilities at
FVPL or other financial liabilities. The classification depends on the purpose for which
the financial assets were acquired and financial liabitities incurred and whether these are
quoted in an active market. The Group determines the classification of its financial
instruments at initial recognition and, where allowed and appropriate, re-evaluates such
designation at every reporting date.

Financial instruments are classified as liabilities or equity in accordance with the
substance of the contractualarrangement. lnterest, dividends, gains and losses relating



to a financial instrument or a component that is a financial liability, are reported as
expense or income. Distributions to holders of financial instruments classified as equity
are charged directly to equity net of any related income tax benefits.

As of May 31,2018, the financial assets of the Group are of the nature of loans and
receivables, while its financial liabilities are of the nature of other financial liabilities.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. These are not entered into with
intention of immediate or short-term resale and are not designated as AFS financial
assets or financial assets at FVPL.

After initial measurement, loans and receivables are subsequently carried aiamortized
cost using the EIR method less allowance for impairment. Amortized cost is calculated
by taking into account any discount or premium on acquisition and includes fees that are
an integral part of the ElR. The amortization is included in the "Finance income" caption
in the consolidated statement of comprehensive income. The losses arising from
impairment of such loans and receivables are charged to "Provision for bad debts"
account under operating expenses caption in the consolidated statement of
comprehensive income, This accounting policy applies primarily to the Group's
"Receivables" and "Security deposits".

Other financial liabilities at amoftized cost

AII loans and borrowings are initially recognized at fair value of the consideration
received less directly attributable transaction costs. After initial measurement, other
financial liabilities are subsequently measured at EIR method. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees thal
are an integral part of the EIR. Any effects of restatement of foreign currency-
denominated assets or liabilities are recognized in profit or loss.

This accounting policy applies primarily to the Group's "Accounts and other payables"
other than payable to government agencies, which is covered by other accounting
standard, "Short-term debt", "Long-term debt", and "Trust receipts payable".

Derecoqnition of Financial Assets and Financial Liabilities

Financial asset

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

o the right to receive cash flows from the asset has expired;o the Group retains the right to receive cash flows from the asset, but has assumed
an obligation to pay them in full without material delay to a third party under a "pass-



through" arrangement; oro the Group has transferred its right to receive cash flows from the asset and either:
(i) has transferred substantially all the risks and rewards of the asset, or (ii) has
neither transferred nor retained the risk and rewards of the asset but has transferred
the control of the asset.

When the Group has transferred its right 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 Group's continuing involvement in the
asset. Continuing involvement that takes the form of a guarantee over the transferred
asset is measured at the lower of original carrying amount of the asset and the maximum
amount of consideration that the Group could be required to repay.

Financial liabifiy

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 is treated as a derecognition of the original liability and
the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in the consolidated statement of comprehensive income.

lmpairment of Financial Assets

The Group assesses at each financial reporting date whether there is objective evidence
that a financial asset or group of financial assets is impaired. A financial asset or a
group of financial assets is deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more events that has occurred after the
initial recognition of the asset (an incurred 'loss event') and that loss event (or eventsf
has an impact on the estimated future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Objective evidence of impairment may
include indications that the borrower or a group of borrowers is experiencing significant
financial difficulty, default or delinquency in interest or principal payments, the probability
that they will enter bankruptcy or other financial reorganization and where observable
data indicate that there is measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate with defaults. For the
Group's receivables from customers, evidence of impairment may also include non-
collection of the Group's trade receivables, which remain unpaid after series of follow
ups upon lapse of credit terms.

Loans and receivables

For loans and receivables carried at amortized cost, the Group first assesses whether
objective evidence of impairment exists individually for financial assets that are



individually significant, or collectively for financial assets that are not individually
significant. lf the Group determines that no objective evidence of impairment exists for
individually assessed financial asset, whether significant or not, it includes the asset in a
group of financial assets with similar credit risk characteristics and collectively assesses
for impairment.

Those characteristics are relevant to the estimation of future cash flows for groups of
such assets by being indicative of the debtors' ability to pay all amounts due according to
the contractual terms of the assets being evaluated. Assets that are individually
assessed for impairment and for which an impairment loss is, or continues to be,
recognized are not included in a collective assessment for impairment.

lf there is objective evidence that an impairment loss on financial asset carried at
amortized cost (e.9., loans and receivables) has been incurred, the amount of the loss is
measured as the difference between the assets' carrying amount and the prgsent value
of the estimated future cash flows discounted at the asset's original ElR. The carrying
amount of the asset is reduced through use of an allowance account and the amount of
loss is charged to the consolidated statement of comprehensive income. lnterest income
continues to be recognized based on the original EIR of the asset. Receivables,
together with the associated allowance accounts, are written off when there is no realistic
prospect of future recovery and all collateral has been realized.

lf, in a subsequent year, the amount of the estimated impairment loss decreases
because of an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed.

Any subsequent reversal of an impairment loss is recognized in consolidated statement
of comprehensive income, to the extent that the carrying value of the asset does not
exceed its amortized cost at the reversal date.

Future cash flows in a group of financial assets that are collectively evaluated for
impairment are estimated on the basis of historical loss experience for assets with credit
risk characteristics similar to those in the group. Historical loss experience is adjusted
on the basis of current observable data to reflect the effects of current conditions that did
not affect the period on which the historical loss experience is based and to remove the
effects of conditions in the historical period that do not exist currently.

The methodology and assumptions used for estimating future cash flows are reviewed
regularly by the Group to reduce any differences between loss estimates and actual loss
experience.

Offsettinq of Financial I nstruments

Financial instruments are offset and the net amount reported in the consolidated
statement of financial position if, and only if, there is currently enforceable legal right to
offset the recognized amounts and the Group intends to either settle on a net basis, or to
realize the asset and settle the liability simultaneously. The Group assesses that it has
currently enforceable right of offset if the right is not contingent on a future event, and is



legally enforceable in the normal course of business, event of default, and event of
insolvency or bankruptcy of the Group and all of the counterparties.

lnventories

Milled rice

The Group uses actual costing method to account for milled rice inventories and is stated
at lower of cost and net realizable value. The cost of processed milled rice inventories
comprises all costs of purchase cost of conversion and other costs incurred in bringing
the inventories to their present location and condition. The costs of conversion include
raw materials, direct labor, certain freight and warehousing cost, indirect production and
overhead cost.

Agricultural produce

Agricultural produce (i.e. hybrid rice seeds and semi-finished seeds) are carried at fair
value less estimated pointof-sale costs at point of harvest. Agricultural produce are the
harvested product from the Group's biological assets. A harvest occurs when the
biological asset's life processes cease.

The fair value is determined by reference to current market transaction price. The fair
value resulting from initial measurement is subsequently used as cost if the product is
subsequently sold. Other costs such as drying and chemicaltreatment are included but
only to the extent that these are incurred in bringing the agricultural produce to its
present location and condition. Point-of-sale costs exclude transport and other costs
necessary to get the agricultural produce to a market. Gains and losses arising from
changes in fair values are included in the consolidated statement of comprehensive
income for the period in which they arise.

Ag ricultural and supplies inventories

Agricultural and supplies inventories (i.e. packaging materials) are valued at the lower of
cost and NRV. Costs are determined using the moving average method.

Dried palay

Dried palay are valued at the lower of cost and NRV. Cost is determined using the
moving average method. Cost includes purchase price and other cost attributable in
bringing the dried palay to its intended condition and location such as cost for labor and
freight in.

Bioloqical Assets



The biological assets of the Group consist of parental line and hybrid seeds growing
crops. The cost of biological assets such as labor cost, seeds, fertilizers and chemicals
are based on the actual cost.

The Group's biological assets are measured at their fair value. The Group uses the
future selling price and gross margin of finished goods less future growing costs applied
to the estimated volume of harvest as the basis of fair value.

Propertv and Equipment

Land is stated at cost less impairment in value. Property and equipment, other than
land, is stated at cost less accumulated depreciation and accumulated impairment in
value. The initial costs of property and equipment consist of its construction cost or
purchase price including non-refundable taxes, import duties and taxes, and,any directly
attributable costs of bringing the property and equipment to working condition and
location for its intended use.

Effective June 1 ,2019, it is the Group's policy to classify right-of-use assets as part of
property and equipment. Prior to that date, all of the Group's leases are accounted for
as either operating or finance leases in accordance with PAS 17, hence, not recorded on
the consolidated statement of financial position. The Group recognizes right-of-use
assets at the commencement date of the lease (i.e., the date the underlying asset is
available for use). Right-of-use assets are initially measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement
of lease liabilities. The initial cost of right-of-use assets includes the amount of lease
liabilities recognized, initial direct costs incurred, lease payments made at or before the
commencement date less any lease incentives received and estimate of costs to be
incurred by the lessee in dismantling and removing the underlying asset, restoring the
site on which it is located or restoring the underlying asset to the condition required by
the terms and conditions of the lease, unless those costs are incurred to produce
inventories.

Unless the Group is reasonably certain to obtain ownership of the leased asset at the
end of the lease term, the recognized right-of-use assets are depreciated on a straight
line basis over the shorter of their estimated useful life and lease term. Right-of-use
assets are subject to impairment.

Depreciation commences once the property and equipment are put into operational use
and is computed on a straight-line basis over the estimated useful lives of the property
and equipment as follows:

Years

Right-of-use asset

Machinery and equipment

5 to 20 years or lease term,
whichever is lower

5



Buildings and warehouse

Office equipment

Transportation equipment

Tools and equipment

Furniture and fixtures

Subsequent costs are capitalized as part of property and equipment only when it is
probable that economic benefits associated with the item will flow to the Group and the
cost of the property and equipment can be measured reliably. All other repairs and

maintenance costs are charged to current operations as incurred.

The assets' residual values, useful lives and depreciation method are reviewed at each

financial reporting date and adjusted if appropriate. lmpairment reviews take place when
events or changes in circumstances indicate that the carrying values may not be

recoverable. lmpairment losses are recognized in the consolidated statement of
comprehensive income.

An item of property and equipment is derecognized upon disposal or when no further
future economic benefits are expected from its use or disposal. Any gain or loss arising
on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the original cost of the asset) is included in the consolidated statements of
comprehensive income in the year the asset is derecognized. This is not applicable to
items that still have a useful life but are currently classified as idle, depreciation
continues for those items.

Assets under construction are stated at cost. These include costs of construction of
property and equipment and other direct costs, Assets under construction are not
depreciated until such time as the relevant assets are completed and put into operational
use.

lntanqible Asset

An intangible asset acquired separately is measured at cost on initial recognition'
Following initial recognition, an intangible asset is carried at cost less any accumulated
amortization and any accumulated impairment loss. The useful life of an intangible asset
is assessed at the individual asset level as either finite or indefinite'

An intangible asset with finite life is amortized over the useful economic life using the
straight-line method and assessed for impairment whenever there is an indication that
the intangible assets may be impaired. At a minimum, the amortization period and the
amortization method for an intangible asset with a finite useful life are reviewed at least
at each financial year-end. Changes in the expected useful life or the expected pattern

of consumption of future economic benefits embodied in the asset are accounted for by

5

5
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changing the amortization period or method, as appropriate, and treated as changes in

accounting estimates.

An intangible asset with indefinite useful life is tested for impairment annually either

individually or at the CGU level. Such intangible asset is not amortized. The useful life

of an intangible asset with an indefinite life is reviewed annually to determine whether the

indefinite life assessment continues to be supportable. lf not, the change in the useful

life assessment from indefinite to finite is made on a prospective basis'

The amortization of license is calculated on a straight-line basis over its estimated useful

life of the asset which is six (6) years based on the term of agreement'

Gains or losses arising from derecognition of an intangible asset are measured as the

differencebetween the net disposal proceeds and the carrying amount of the asset, and

are recognized in profit or loss when the asset is derecognized.

The Group,s intangible assets consist of development costs and license fee granted by

the lnternational Rice Research lnstitute (lRRl)forthe use, reproduction and trading of

hybrid rice seeds.

lnvestment in and Advances to an Associate

Associates are entities in which the Group has significant influence and which are neither

subsidiaries nor joint ventures of the Group. Significant influence is the power to

participate in the financial and operating policy decisions of the investee, but is not

control or joint control over those policies. The considerations made in determining

significant influence are similar to those necessary to determine control over

subsidiaries.

lnvestments in an associate is accounted for under the equity method of accounting in

the consolidated financial statements'

Under the equity method, the investments in associate is carried in the consolidated
statements of financial position at cost plus post-acquisition changes in the Group',s

share of net assets of the associate, less dividends declared and impairment in value. lf
the Group's share of losses of an associate equals or exceeds its interest in the

associate, the Group discontinues recognizing its share of further losses. The interest in

an associate is the carrying amount of the investment in the associate under the equity

method together with any long{erm interests that, in substance, form part of the

investor's net investmuni in tti" associate. After application of the equity method, the

Group determines whether it is necessary to recognize any impairment loss with respect

to the Group's net investments in the associate'

The consolidated statements of comprehensive income reflects the Group's share in the

results of operations of its associate. This is included in the "Equity share in net gains

(losses) of an associate" account in profit or loss. After the Group's interest is reduced to

zero, additional losses are provided to the extent that the Group has incurred legal or

constructive obligations or made payments on behalf of the associate'



When there has been a change recognized directly in the equity of the associate, the
Group recognizes its share of any change and discloses this, when applicable, in the
consolidated statements of changes in equity.

The end of the reporting period of the Parent Company is different from that of the
associate, hence, the associate prepares, for the use of the Parent Company, financial
statements as of the same date as the financial statements of the Parent Company.
Moreover, the accounting policies of the associate conform to those used by the Parent
Company for like transactions and events in similar circumstances.

Unrealized gains arising from intercompany transactions with its associate are eliminated
to the extent of the Group's interest in the associate. Unrealized losses are eliminated
similarly but only to the extent that there is no evidence of impairment of the asset
transferred.

Upon loss of significant influence over the associate, the Group measures apd
recognizes any remaining investment at fair value and will subsequently be measured
using the policy on financial assets. Any difference between the carrying amount of the
associate upon loss of significant influence and the fair value of the remaining
investment and proceeds from disposal is recognized in profit or loss.

Development Cost

Expenditure on research activities, undertaken with the prospect of gaining new scientific
or technical knowledge and understanding, is recognized in the consolidated statement
of comprehensive income.

Development expenditures refer to hybrid seeds development cost. Development
expenditures on an individual project are recognized as an intangible asset when the
Group can demonstrate:

o the technical feasibility of completing the intangible asset so that it will be availabli
for use or sale;o its intention to complete and its ability to use or sellthe asset;o how the asset will generate future economic benefits;o the availability of resources to complete the asset; ando the ability to measure reliably the expenditure during development.

The Group capitalizes hybrid seed development costs once management deems a
hybrid seed is probable of being commercially viable. This occurs in tandem with
management's determination that a seed will provide high-yield crops and crops that are
tolerant to adverse tropical conditions.

Following initial recognition of the development expenditure as an asset, the asset is
carried at cost less any accumulated amortization and accumulated impairment losses.
Amortization of the asset begins when development is complete and the asset is
available for use. It is amortized over the period of expected future benefit. lf upon



reassessment, the period of expected future benefit has changed from original
estimations, then related amortization is being accelerated or adjusted prospectively.

Subsequent expenditures are capitalized only when these increases the future economic
benefits embodied in the specific asses to which it relates.

Development costs are amortized on a straight-line basis over the EUL of twenty (20)
years. Amortization of "Development costs" is recorded in consolidated statements of
comprehensive income under "Cost of sales" account in profit or loss and "lnventories" in
the consolidated statements of financial position. During the period of development, the
hybrid seeds development cost is tested for impairment annually.

Prepaid Expenses

Prepaid expenses are being reduced on a monthly basis by the amount atreaOy
expensed for the period.

Deposit for Future lnvestment
The Group's share in an undivided interest on unincorporated joint ventures are
classified by the management as outside the scope of PFRS 11, Joint Arrangements and
shown as part of other non-current asset.

lmpairment of Nonfinancial Assets

The Group assesses at each financial reporting date whether there is an indication that
and an asset may be impaired. lf any such indication exists, the Group makes an
estimate of the asset's recoverable amount, An asset's recoverable amount is the higher
of an asset's or cash-generating unit's fair value less costs to sell and its value in use
and is determined for an individual asset, unless the asset does not generate cash
inflows that is largely independent of those from other assets or groups of assets.

Where the carrying amount of an asset exceeds its recoverable amount, the asset is -
considered impaired and is written down to its recoverable amount. ln assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset.

lmpairment losses are recognized in the consolidated statement of comprehensive
income in those expense categories consistent with the function of the impaired asset.

An assessment is made at each financial reporting date as to whether there is an
indication that previously recognized impairment losses may no longer exist or may have
decreased. lf such indication exists, the recoverable amount is estimated.

A previously recognized impairment loss is reversed only if there has been a change in
the estimates used to determine the asset's recoverable amount since the last
impairment loss was recognized. lf that is the case, the carrying amount of the asset is
increased to its recoverable amount. That increased amount cannot exceed the carrying



amount that would have been determined, net of depreciation and amortization, had no

impairment loss been recognized for the asset in prior years'

Such reversal is recognized in the consolidated statements of comprehensive income

unless the asset is carried at revalued amount, in which case, the reversal is treated as a

revaluation increase. After such reversal, the depreciation and amortization are adjusted

in future periods to allocate the asset's revised carrying amount, less any residualvalue,
on a systematic basis over its remaining useful life'

This accounting policy applies primarily to the Group's property and equipment and

development costs.

Foreiqn Currencv

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies

of Group entities at the exchange rate at the dates of the transactions. Monetary assets

and liabilities denominated in foreign currencies at the reporting date are retranslated to

the functional currency at the exchange rate at that date. The foreign currency gain or

loss on monetary items is the difference between amortized cost in the functional

currency at the beginning of the year, adjusted for effective interest and payments during

the year, and the amortized cost in foreign currency translated at the exchange rate at

the end of the Year.

Non-monetary assets and tiabilities denominated in foreign currencies that are measured

at fair value are retranslated to the functional currency at the exchange rate at the date

that the fair value was determined. Non-monetary items in a foreign currency that are

measured in terms of historical cost are translated using the exchange rate at the date of

the transaction.

Foreign currency differences arising on translation are recognized in the income

statement, except for differences which are recognized in OCI arising on the

retranslation of qualifying cash flow hedges to the extent the hedge is effective'

Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value

adjustments arising on acquisition, are translated to Philippine Peso at exchange rates at

the reporting date. The income and expenses of foreign operations are translated to

Philippine Peso using monthly average exchange rates'

Foreign currency differences are recognized in other comprehensive income and

presented in the foreign currency translation adjustment in equity' However, if the

operation is a non-wholly-owned subsidiary, then the relevant proportionate share of the

translation difference is allocated to the non-controlling interests. When a foreign

operation is disposed of such that control, or joint control is lost, the cumulative amount



in the translation adjustment related to that foreign operation is reclassified to profit or
loss as part of the gain or loss on disposal. When the Group disposes of only part of its
interest in a subsidiary that includes a foreign operation while retaining control, the
relevant proportion of the cumulative amount is reattributed to non-controlling interests.
When the Group disposes of only part of its investment in joint venture that includes a
foreign operation while retaining significant influence or joint control, the relevant
proportion of the cumulative amount is reclassified to the income statement.

When the settlement of a monetary item that is a receivable from or payable to a foreign
operation is neither planned nor likely in the foreseeable future, foreign exchange gains
and losses arising from such a monetary item are considered to form part of a net
investment in a foreign operation and are recognized in other comprehensive income,
and presented in the translation adjustment in equity.

Taxes

Current tax

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

Deferred tax

Deferred tax is provided, using the balance sheet liability method, on alltemporary
differences, with certain exceptions, at financial reporting date between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences and deferred
tax assets are recognizedfor all deductible temporary differences, carryforward of
unused tax credits from excess minimum corporate income tax (MCIT) and unused net
operating loss carry over (NOLCO), to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences and the carryforuvard of
unused tax credits from MCIT and unused NOLCO can be utilized.

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

Deferred tax relating to items recognized in OCI or directly in equity is recognized in the
consolidated statement of comprehensive income and consolidated statement of
changes in equity and not in profit or loss.



The Group does not recognize deferred tax on temporary differences which are expected

to reverse ro,. purioor-rJiJr"ln"o*" Tax Holiday (lrH) is in effect (Notes 25 and 28)'

Deferred tax assets and liabilities are measured at the tax rates that are expected to

apply to the period 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 financial reporting

date.

Deferredtaxassetsanddeferredtaxliabititiesareoffsetifategally:tf-"*"??I"ry1]
exists to offset current tax asset against current tax liabitity and the deferred taxes relate

to the same taxable entity and the same taxation authority'

Provisions

ProvisionsarerecognizedonlywhentheGrouphaspresentobligation(legalor
constructivelasaresultofapastevent,itisprobablethatan-outflowofresources
embodyingeconomicbenefitswillberequiredtosettletheobligationandareliable
estimate can be made of the amount of obligation' Provisions are reviewed at each

financial reporting date and adjusted to reflect the current best estimate'

Deposits for future stock subscriptions (DFFS) represent the amount paid by the

stockholders for future stock issuances of the Parent company' when obligations are

payableinfixednumberofshares,theseareclassifiedasequityonlyifallofthe
following elements ,r" pr"."nt as of end of the reporting period, otherwise, these are

classified as liabilities:

o the unissued authorized capital stock of the entity is insufficient to cover the amount

of shares
indicated in the contract;

o there is BOD approvalon the proposed increase in authorized capital stock (for

which a
deposit was received by the corporation);

othereisstockholders'approvalofsaidproposedincrease;and
o the application ro|. fi,"lpproval of the proposed increase has been filed with the

SEC.

DFFSistransferredtoequityupontheSEC,sapprovaloftheParentCompany,s
application for increase in authorized capitalstock'

Pension Liabilitv

Defined benefit Plan



The defined benefit liability is the aggregate of the present value of the defined benefit

obligation less the fair value of plan assets (if any) out of which the obligations are to be

setled direcly. lf such aggregate is negative, the asset is measured at the lower of such

aggregate and the present value of any economic benefits available in the form of
refunds from the plan or reductions in the future contributions to the plan'

Defined benefit costs on the Group's defined benefit retirement plan are actuarially
computed using the projected unit credit (PUC) valuation method. Under this method,

the current service cost is the present value of retirement benefits payable in the future

with respect to the services rendered in the current period'

Defined benefit costs comprise the following:

(a) current service cost;

(b) interest on the defined benefit liability; and

(c) remeasurements of defined benefit liability.

Service costs which include current service costs and gains or losses on non- routine

setilements are recognized as expense in profit or loss. Past service costs are

recognized when plan amendment or curtailment occurs. These amounts are calculated
periodically by independent qualified actuary.

lnterest on the defined benefit liability or asset is the change during the period in the

defined benefit liability or asset that arises from the passage of time which is determined

by applying the discount rate based on the risk-free interest rates of government issued

bonds to the defined benefit liability or asset. lnterest on the net defined benefit liability

or asset is recognized as expense in profit or loss.

Remeasurements comprising actuarial gains and losses are recognized immediately- in
,,Remeasurement gains (losses) on pension liability" account presented in OCI in the

period in which they arise. Remeasurements are not reclassifled to profit or loss in

subsequent Periods.

Termination Benefit

Termination benefits are employee benefits provided in exchange for the termination of

an employee,s employment as a result of either an entity's decision to terminate an

employee,s employment before the normal retirement date or an employee's decision to

accept an offer of benefits in exchange for the termination of employment'

A liability and expense for a termination benefit is recognized at the earlier of when the

entity can no longer withdraw the offer of those benefits and when the entity recognized

related restructuring costs. lnitial recognition and subsequent changes to termination



benefits are measured in accordance with the nature of the employee benefit, as either
post-employment benefits, shortterm employee benefits, or other long-term benefits.

Emplovee Leave Entitlement

Employee entitlements to annual leave are recognized as a liability when they are
accrued to the employees. The undiscounted liability for leave expected to be settled
wholly before twelve months after the end of the annual reporting period is recognized
for services rendered by employees up to the end of the reporting period.

Leases (Effective June 1 . 2019)

The Group assesses at contract inception whether a contract is, or contains, a lease.
That is, if the contract conveys the right to control the use of an identified asiet for a
period of time in exchange for consideration.

Group as a /essee

The Group applies a single recognition and measurement approach for all leases, except
for short-term leases and leases of low-value assets. The Group recognizes lease
liabilities to make lease payments and right-of-use assets representing the right to use
the underlying assets.

Lease liabilities

At the commencement date of the lease, the Group recognizes lease liabilities measured
at the present value of lease payments to be made over the lease term. The lease
payments include fixed payments (including in substance fixed payments) less any lease
incentives receivable, variable lease payments that depend on an index or a rate, and
amounts expected to be paid under residualvalue guarantees. The lease payments also
include the exercise price of a purchase option reasonably certain to be exercised by the
Group and payments of penalties for terminating a lease, if the lease term reflects the
Group exercising the option to terminate. The variable lease payments that do not
depend on an index or a rate are recognized as expense in the period on which the
event or condition that triggers the payment occurs.

ln calculating the present value of lease payments, the Group uses the incremental
borrowing rate at the lease commencement date if the interest rate implicit in the lease is
not readily determinable. After the commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced for the lease payments made.
ln addition, the carrying amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in the in-substance fixed lease
payments or a change in the assessment to purchase the underlying asset.

thott-term /eases and leases of low-value assefs



The Group applies the short-term lease recognition exemption,to its short-term leases of

agricultural land, vehicles and warehouses (ile., those leases that have a lease term of

12 months or less from the commencem"nt O.i" and do not contain a purchase- oplion)'

It also applies the leases of low-value assets recognition exemption to leases of office

equipment that are consiOereA of low value (i'e--bel?Y-i?!9*0!0)' Lease payments on

short-term leases and leases of low-value assets are recognized as expense on a

straight-line basis over the lease term'

Leases (Prior to June 1 . 2019)

The determination of whether an arrangement is (or contains).a lease is based on the

substance of tne arrani"*"nt at the inieption of ihe lease' The arrangement is' or,

contains, a lease if fulfilment of the arrangement is dependent.on the use of a specific

asset (or assets) ,nJ tn" arrangement cdnveys a right-to use the asset (or assets)' even

if that asset is (or tnose assetsire) not explicltly specified in an arrangement'

Group as a /essee

A lease is classified at the inception date as a flnance lease or an operating lease' A

rease that transfers,;b;A;iLriv rrrtr.," risks and rewards incidentarto ownership to the

Group is classified as a finance lease'

Finance leases are capitalized at the commencement of the lease at the inception date

fair value of the leasei property or, if 1ower, at the present value of the minimum lease

payments. Lease pry*"ni, aie apportioned between finance charges and reduction of

the lease liabilities so as to achieve a constant rate of interest on the remaining balance

of the liability. Finance charges are recognized in finance costs in the consolidated

statement of com prehensive income'

A leased asset is depreciated over the useful life of the asset' However' if there is no

reasonable certainty-thJtf'L Croup will obtain ownership by the end of the lease term'

the asset is depreciat,ed over the shorter of the estimated useful life of the asset andlhe
lease term.

An operating lease is a lease other than a finance lease' operating lease payments are

recognized u, un op-"Lting Lrp"nte in the consolidated statement of profit or loss on a

straight-line basis over the lease term'

Basic Earnings Per Share (EPS)

BasicEPSiscalculatedbydividingnetincomefortheyearattributabletocommon
shareholders of the C-torfi nV tn" ilreighted average number oJ common shares

outstanding during tn" V,jri *ith the ietroactive Jdjustments for any stock dividends

declared.



Diluted EPS

Diluted EPS amounts are calculated by dividing the net income attributable to ordinary
shareholders of the Group by the weighted average number of ordinary shares
outstanding adjusted for any stock dividends declared during the year plus weighted
average number of ordinary shares that would be issued on the conversion of iil ditutive
ordinary shares into ordinary shares.

Equitv

Capital stock is measured at par value for all shares issued. When the Group issues
shares in excess of par, the excess is recognized as additional paid-in capital (AplC).
lncremental costs incurred directly attributable to the issuance of new shares are treated
as deduction from APIC.

Stock dividends distributable pertain to stock dividends declared but are not y"t issued,
pending the approval of the SEC.

Retained earnings represent accumulated earnings of the Group less dividends
declared.

Revenue from Contracts with Customers

Revenue from sale of products

Revenue from contracts with customers is recognized when control of the goods or
services are transferred to the customer at an amount that reflects the consideration to
which the Group expects to be entitled in exchange for those goods or services. The
Group recognizes revenue from sale of hybrid seeds and rice upon receipt of goods by
the customers. The Group assesses its revenue arrangements against specific criteria to
determine if it is acting as a principal or as an agent. The Group has concluded that it is
acting as principal in majority of its revenue arrangements.

The Group considers whether there are other promises in the contract that are separate
performance obligations to which a portion of the transaction price needs to be allocated.
ln determining the transaction price for the sale of products, the Group considers the
effects of variable consideration and the existence of significant financing component.

i. Variable consideration
lf the consideration in a contract includes a variable amount, the Group estimates the
amount of consideration to which it will be entitled in exchange for transferring the
goods to the customer.
The variable consideration is estimated at contract inception and constrained until it is
highly probable that a significant revenue reversal in the amount of cumulative
revenue recognized will not occur when the associated uncertainty with the variable
consideration is subsequently resolved. Contracts for the sale of products provide
customers with a right of return. The rights of return give rise to variable
consideration. The Group uses the expected value method to eslimate the goods that
will not be returned because this method best predicts the amount of variable



consideration to which the Group will be entitled. The requirements in PFRS 15 on
constraining estimates of variable consideration are also applied in order to determine
the amount of variable consideration that can be included in the transaction price. For
goods that are expected to be returned, instead of revenue, the Group recognizes a
refund liability. A right of return asset (and corresponding adjustment to cost of sales)
is also recognized for the right to recover products from a customer.

ii. Significant financing component
The Group's credit term for seeds receivables ranges from eleven (1 1) months to
twenty-four (24) months. There is a significant financing component for these
contracts considering the length of time between the customer's payment and the
transfer of good, as well as the prevailing interest rate in the market. As such, the
transaction price for these contracts is discounted, using the interest rate implicit in
the contract. The difference between the contracted sales price and discounted
transaction price is presented as deferred income in the statement of financial
position. This is accreted using the effective interest rate method and presented as
accretion income in the statement of comprehensive income.

The Group applies the practical expedient for short-term receivables. That is, the
promised amount of consideration is not adjusted for the effects of a significant
financing component if the period between the transfer of the promised good and the
payment is one year or less.

The disclosures of significant accounting judgments and the use of estimates relating to
revenue from contracts with customers are provided in Note 5.

Finance income

Finance income is recognized as it accrues taking into account the effective yield of the
assets.

Other Comprehensive lncome (OCl)

OCI are items of income and expense that are not recognized in profit or loss for the
year in accordance with PFRS. The Group has recognized OCI for the years ended May
31,2020,2019 and 2018 pertaining to remeasurement gains and losses arising on
defined benefit obligation adjustment which cannot be reclassified to profit or loss in
future periods. During the years ended May 31 ,2020,2019 and 2018, the Group has
recognized OCI item on cumulative translation adjustment of the Subsidiaries'account
balances which can be recycled to profit or loss in future periods.

Cost of Sales

Cost of sales includes the purchase price of the products sold, as well as costs that are
directly attributable in bringing the products to their present location and condition.
These costs include the costs of direct material, labor and overhead costs. Cost of sales
is recognized as expense when the related goods are sold and delivered.



Operatinq Expenses

Operating expenses constitute costs of administering the business. These are
recognized as expenses as incurred.

Operatinq Seqment

The Group's operating businesses are organized and managed separately according to
the type of the products provided, with each segment representing a strategic business
unit that offers different products and serves different markets. Financial information on
business segments is presented in Note 6 to the Group's consolidated financial
statements.

Continqencies

Contingent liabilities are not recognized in the consolidated financial statements. These
are disclosed unless the possibility of an outflow of resources embodying economic
benefits is remote. Contingent assets are not recognized in the consolidated financial
statements but disclosed when an inflow of economic benefits is probable.

Events after the Reporting Date

Post year-end events that provide additional information about the Group's position at
the financial reporting date (adjusting events) are reflected in the consolidated financial
statements. Post year-end events that are non-adjusting events are disclosed in the
notes to the consolidated financial statements, when material.
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