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PART I-.FINANCIAL INFORMATION

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 (AX2Xb) of "Annex C".

PART II--OTHER INFORMATION

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

areportonSECFormlT-C. lfdisclosureofsuchinformationismadeunderthisPartll,itneednotbe
repeated in a report on Form 17-C which would otherwise 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 F!NANCIAL CONDITION AND
RESULTS OF OPERATION

The following managemenf's discussion and analysis of the Group's financial condition and
results of operations should be read in conjunction with the Group's audited financial
statements, including the related notes, contained in this Prospectus. This Prospectus
contains forward-looking statements that are based largely on the Group's current
expectations and projections about future events and trends affecting ifs business and
operations. The Group cautions investors that its busrness and financial performance is
subject to substantive risks and uncertainties. The Group's actualresulfs may differ materially
from those drscussed in the fonuard-looking statemenfs as a result of various factors,
including, without limitation, fhose sef 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
31,2021 and 2020.

RESULTS OF OPERATIONS

3-Month Period Ended August 2021 (unaudited) compared to 3-Month Period Ended
August 2020 (u n audited)

The Group's net sales for the quarter ended August 2021 registered to 879.28 million which
shows a 9.36% or 75.26 million increase as compared to last year's com parative period which
amounted to 804.02 million. The increase of sale of premium products both in seeds and rice
is due to increase in public demand.

Cost of sales for June 2021 to August 2021 amounted to P494.46 million, an increase of
23.89% from last year's P399.09million.

-t-

ln Php
For the Three-Month Period Ended August 3{

lncome Statement Data: 2021
(unaudited)

879.28
494.46
419.50

2020
(unaudited)

804.02
399.09
459.30

Revenues... .,

Cost of Sales
Net Profit... ...

As of
August 31,2021

(unaudited)

As of
May 3'1,2021

(Audited)

Balance Sheet Data:
Current Assets...
Noncurrent Assets... ... .

Total Assets...... ... ... ...
Total Liabilities... ... ... ...
Stockholders' Equity... ..
Non-Controllin g I nterest

12,580
6,295
19,505
1 3,1 85
6,330

(8,941)

12,933
5,218
18,151
13,561
4,598

(8,681)

Earnings per share ..
Book Value per share

0.02
1.61

0.15
2.04



Total Operating expenses for the first quarter is F190.89 million while last comparative year
registered to P191.30 million.

The finance cost for the current quarter amounted to F165.50 million, a 15.98o/o decrease as
compared to relative quarter ending August 31, 2020 due to principal payments made to
borrowings.

The equity share in net loss from the operations of the associate amounted to .68 miition.

The finance income for the quarter is F0.28 million and F0.46 million last 2020.These are from
deposits made to banks.

Foreign exchange gain of 1.94 million for the quarter from regular foreign currency
transactions by the Group.

As a result of the foregoing, net income for the 3-month period is at F64.68 million, which is

less than 7 .80% lower than the net income of F70.14million of the comparative period.

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 110% 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.

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 P196.97 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 for the quarter is F0.46 million andP0.27 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 20'19 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

less than 15.04o/o lower than the net income of F82.56 million of the comparative period.

Material Changes to the Group's pro-forma lncome Statement as of the Three-Month
Period Ending August 31,2021 (unaudited) compared to the pro-forma lncome
Statement as of Three-Month Period Ending August 31, 2020 (increase/decrease of 5%
or more) (unaudited)

,|

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



9.36% increase in Sales
Higher volume of inventory sold

23.89% increase in Cost of Sales
Volume - related decrease

15.98% decrease in Finance Cost
Payments made to borrowings

39.50% decrease in Finance lncome
lnterest earned from bank accounts

50.20% decrease in Equity Share in Net lncome / Loss of an Associate
Loss from operations.

36.23% decrease in Fair lVarket Value Gains
Total fair market value measurement of biological assets

14660.00% 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, 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)

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

26.08% 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 lVlarket Value Gains
Total fair market value measurement of biological assets

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

August 31, 2021 (unaudited) compared to May 31, 2021 (audited)

Total Cash and Cash Equlvalents as of Augusl3l , 2021 amounted to F1 .69 billion and
F1 .33 billlon on lVay 31 ,2021, an increase of 26.65% for a period of 3 months.

The Group's total receivables decreased by10.76% or?618.40 million from F5.75 billion in
fiscal year 2021 to F5" 1 3 billion as of August 2021 .

The Group recognized biological assets amounting to F26.15 million for the first quarter
ending August 31, 2021and nil as of May 31 , 2021.

Prepayments as of August 31, 2021 is registered to ?211 .67 million, a 20.04o/o increase from
IVIay 31 ,2021 balance.

Security deposits amounts to F43.1 l million with a 18.04o/o increase from P36.52 million from
Itlay 31 ,2021.

Accounts and Other payables amounted to F255.01 million and F293.79 million in August
31,2021 and [/lay 31,2021, respectively.

The Group recognized a P96.30 million or 10.15% increase in Trust Receipts Payable. The
account amounted to F1.04 billion as of the current quarter.

Leased Liabilities amounted lo P172.99 million andP179.20 million in August 31, 2021 and
IVIay 31 ,2021, respectively.

Long - Term debt for the quarter is 9.03% higher than that of lVay 31,2021. The F80.33
million increase is due loan availment for capital expenditure.

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

Total Cash and Cash Equivalents as of August 31 , 2020 amounted to F1 .16 billion and
F1 .39 billion on tt/ay 31 , 2020, a decrease of 16.28% for a period of 3 months.

The Group's net trade receivables increased by1.88% or P97,96 million from F5.20 billion in

fiscal year 2020 to F5.30 billion as of August 2020.

The inventory balance increased by ?12.04 million which is equivalent lo .21% from F5.67
billion last lVay 31 , 2020 to P5.69 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 [Vlay 31 , 2020.

PrepaymentsasofAugustSl,2020 isregisteredto?492.74 million, a5.10% decreasefrom
tvlay 31 ,2020 balance.
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Security deposits amounts to F25.65 million with a 13.03% decrease from P29.50 million

from [vlay 31,2020.

Accounts and Other payables amounted to F388.44 million and F291.74 million in August

31 ,2020 and li/ay 31,2020, respectively.

A2.08% decrease in Short - Term debt decrease is due to payments made to the banks.

The decrease amounts lo P215.58 million from F10.36 billion to ?10.14 billion as of August

31,2020.

The Group recognized aP27.55 million or2.77% 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 tVlay 31 ,2020. The F66.53

million decrease is due to payments made to the banks.

Material Changes to the Group's pro-forma Balance Sheet as of August 31, 2021
(unaudited) compared to the pro-forma Balance Sheef as of May 31, 2021 (audited)
(increase/decrease of 5% or more)

26.65% increase in Cash and Cash Equivalents

10.76% decrease in Total Receivables

100% increase in Biological Assets
Growing crops of the Group as of Augusl31,2021

20.04% increase in Prepayments

18.04o/o increase in Security Deposits

34.760/o increase in Property Plant and Equipment
The group entered into an agreement for the lease of office and warehouse building

13.20% decrease in Accounts and Other Payables

10.15% increase in Trust Receipts Payable
Loan availment for working capital requirements

9.03% increase on Long-term notes payable
Loan availment for working capital requirements

Material Changes to the Group's pro-forma Balance Sheet as of August 31, 2020
(unaudited) compared to the pro-forma Balance Sheef as of May 31, 2020 (audited)
(increase/decrease of 5%o or more)

16.28% decrease in Cash and Cash Equivalents

100% increase in Biological Assets
Growing crops of the Group as of Augusl31,2020

5"10% decrease in Prepayments
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33.15% decrease in Accounts and Other Payables

12.56% decrease on Long-term notes payable
Settlement of matured portion for the quarter

L!QUIDITY AND CAPITAL RESOURCES

ln the years 2021,2020 and 2019, the Group's primary source of liquidity was proceeds from
sales and bank borrowings. Net cash from operating and financing activities were sufficient to
coverthe Group's working capital and CAPEX requirements in the years2021,2020 and 2019.

ln addition, the Group repaid some loans in all the periods under review. As of the quarter
ended August 31,2021, the Group's cash and cash equivalents totaled F1.69 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
2021Cash Flow

(unaud ited)
2020

(unaudited)
2019

(unaudited)

For the 3-month Period Ended 31

Net cash provided by
operating activities
Net cash provided by
investing activities
Net cash provided by
financing activities

(used in)

(used in)

(used in)

901.27

(109.97)

436.00

(73.7e)

(2.08)

(2e7.72)

(190.e0)

(s7.57)

955.03

lndebtedness

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

KEY PERFORMANGE INDICATORS

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

Notes:

(1 )Current Assets/Current Liabilities

August 31,2021
(unaudited)

May 31 ,2021
(audited)

Current Ratiol 1.02 1.01
Debt to Equitv Ratio' 2.09 2.95
Earninqs per Share3 0.02 0.15

For the three-month period ended August 31

2021 2020
Earnings before lnterest and
Taxesa

64.68tV| 70.14\A

Return on Equitys 0.01 0.02

-6-
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(2)Bank Loans/Stockholder's Equity
(3)Net lncome/Outstanding Shares
(4) Net lncome plus lnterest Expenses and Provision for lncome Tax
(5)Net lncomeffotal Stockholders' Equity

These key indicators were chosen to provide [Vlanagementwith a measure of the Company's
financial strength (i.e., Current Ratio, Debt to Equity Ratio, and Earnings before lnterest and

Taxes) and the Company's ability to maximize the value of its stockholders' investment in the
Company (i.e., Return on Equity, Earnings per Share). Current ratio shows the liquidity of the
Company by measuring how much current assets it has over its current liabilities. The Debt to
Equity Ratio indicates how much debt the Company has incurred for each amount of equity in
the Company. A higher ratio means that the Company is more aggressive in its use of capital.

Earnings per share shows how much the Company is earning for each share that is currently
issued and outstanding. Earnings before interest and taxes indicates how much income the
Company is generating from its entire operations before interest charges and taxes are

deducted. Return on Equity shows how much profits the Company is making for each amount
of equity invested in the Company. Likewise, these ratios are used to gauge the performance

of the Company in the industry in which it operates.

Significant Accounting Pol icies

Current versus rrent Classification
The Group presents assets and liabilities in consolidated statement of financial position

based on currenUnon-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
o Expected to be realized within twelve months after the reporting period, or
r 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:
r lt is expected to be settled within normal operating cycle
o lt is held primarily for the purpose of trading
r lt is due to be settled within twelve months after the reporting period, or
o 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, or
o ln the absence of a principal market, in the most advantageous market for the asset

or Iiability.

-7 -



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 economlc 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 measurement as a
whole:

o Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or
liabilities

o Level 2 * Valuation techniques for which the lowest level input that is significant to
the fair value measurement is directly or indirectly observable

o 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 liabllities 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
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.

a" Financial assets
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lnitial 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 model for
managing them. With the exception of trade receivables that do not contain a

significant financing component, the Group initially measures a financial asset 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 model for managing financial assets refers to how it manages
its flnancial 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
sellthe asset.

S u b seq ue nt me asu re m e nt
For purposes of subsequent measurement, financial assets are classified in four
categories:
. 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)
o Financial assets at FVPL

Financial asqets at amortized cost
This category is the most relevant to the Group. The Group measures financial assets
at amortized 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;
. 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.

-9 -



The Group's financial assets at amortized cost include cash, receivables 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:
r The rights to receive cash flows from the asset have expired; or
o 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 full without 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 control
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 originalcarrying 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 expected credit losses (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 will include cash flows from the sale of collateral held or other
credit enhancements that are integral to the contractual terms.

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). Forthose credit exposures for
which there has been a significant increase in credit risk since initial recognition, a loss
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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), N/oody'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 11 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.

a. Financial 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 amo(ized 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".

Su b seq ue nt me asu re me nt
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 9. 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.
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Financial liabilities designated upon initial recognition at FVPL are designated at the
initial date of recognition, and only if the criteria in PFRS 9 are satisfied. The Group
has not designated any financial liability as at FVPL.

Loans and borrowings 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 loss
when the liabilities are derecognized as well as through the EIR amortization process.

Amorlized 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 amo(ization
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-term

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.

Offsetti ng F i n ancial I n stru m e nts

Financialassets and financial liabilities are offset and the net amount is 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 realize the 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.

lnventories
Atlilled rice
The Group uses moving average costing method to account for milled rice inventories and

is stated at lower of cost and net realizable value (NRV). The cost of processed milled rice
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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.

Net realizable value is the estimated selling price in the ordinary course of business less

the estimated costs of completion and estimated costs necessary to make the sale.

Agricultural produce

The Group's harvested agricultural produce (i.e. hybrid rice seeds and semi-finished

seeds) are measured at fair value at point of harvest based on the most reliable estimated

selling prices, in both local and international markets at the point of harvest reduced by

cost to sell and adjusted for margin related production, recorded under "lnventories""

Agricultural produce are the harvested products 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 chemical treatment 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 under "Change in fair value less estimated costs to sell of agricultural
produce and biological assets" under Revenue.

Agricultural and supplies inventories
Agricultural and supplies inventories (i.e. packaging materials, feftilizers and chemicals)

are valued at the lower of cost and NRV. Costs are determined using the moving average
method.

Net realizable value is the estimated selling price in the ordinary course of business less

the estimated costs of completion and estimated costs necessary to make the sale.

Dried palay
Dried palay are valued at the lower of cost and N RV. Cost is determ ined 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.

Net realizable value is the estimated selling price in the ordinary course of business less

the estimated costs of completion and estimated costs necessary to make the sale.

Bioloqical Assets
The biological assets of the Group consist of parental line and hybrid seeds growing crops.

The Group's growing or unharvested produce are measured at their fair value from the

time of maturity of the seeds until harvest. The Group estimates the fair value of

unharvested agricultural produce using the future selling price and gross margin of finished
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goods less future growing costs applied to the estimated volume of harvest and adjusted

for margin related to production. Gains and losses arising from changes in fair values are

included in the statement of comprehensive income under "Change in fair values less

estimated costs to sell of agricultural produce and biological assets" under Revenue.

Propertv qnd 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

eitheroperating orfinance leases in accordancewith PAS 17, with operating leases, not

being 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 straightline
basis over the shorter of their estimated useful life and lease term. Rightof-use assets are

subject to impairment.

Depreciation commences once the property and equipment are available for use and is
computed on a straight-line basis over the estimated useful lives of the property and

equipment as follows:

Years

5 to 20 years or lease
term, whichever is lower

5

5

5

5

5

2

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

Right-of-use asset
lVlachinery and equipment
Office equipment
Transportation equipment
Tools and equipment
Warehouse
Furniture and fixtures
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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

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 the license is calculated on a straight-line basis over its estimated

useful life 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

difference between the net disposal proceeds and the carrying amount of the asset and

are recognized in profit or loss when the asset is derecognized.
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The Group's intangible assets consist of development costs and license fee granted by
the lnternational Rice Research lnstitute (lRRl) for the use, reproduction and trading of
hybrid rice seeds.

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 available for
use or sale;

o its intention to complete and its ability to use or sell the asset;
o how the asset will generate future economic benefits;
o the availability of resources to complete the asset; and
o 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. lt 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

amorlization 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.

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
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consolidated frnancial 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-term interests that, in substance, form part of the investor's net investment
in the 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 reflect the Group's share in the
results of operations of its associate. This is included in the "Equity share in net income

(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.

l\iloreover, 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 and 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.

Preppid Expenses
Prepaid expenses are being reduced on a monthly basis by the amount already expensed

for the period.

Future

Deposit for future investment pertain to the Group's share in an undivided interest on

unincorporated joint venture and is accounted for by the management as outside the scope
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of PFRS 11, Joint Arrangemenfs and shown as part of other non-current asset. This is

recorded based on the cost of deposit and is presented 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 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 residual value,

on a systematic basis over its remaining useful life.

This accounting policy applies primarily to the Group's property and equipment, investment
in associate, and development costs.

Foreiqn Currencv
Fore ig n cu rre n cy tran saction s
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
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the amortized cost in foreign currency translated at the exchange rate at the end of the
year.

Non-monetary assets and liabilities 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 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 statement of comprehensive
income.

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

-19-



Deferred tax is provided, using the balance sheet liability method, on all temporary
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 recognized for all deductible temporary differences, carryforward of unused
tax credits from excess minimum corporate income tax (IVCIT) 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 carryforward of unused tax
credits from tvlClT 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 for periods where Income Tax Holiday (lTH) is in effect (Notes 25 and 2B).

Deferred tax assets and liabilitles 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.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists
to offset current tax asset against current tax liability and the deferred taxes relate to the
same taxable entity and the same taxation authority.

Provisions
Provisions are recognized only when the Group has present obligation (legal or

constructive) as a result of a past event, it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation and a reliable
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.

Dgposit for Future Stock Sgbscription
Deposits for future stock subscriptions (DFFS) represent the amount paid by the
stockholders for future stock issuances of the Parent Company. When obligations are
payable in fixed number of shares, these are classified under equity as a separate account
if and only if, all of the following elements are present as of end of the reporting period,

otherwise, these are classified as liabilities:
. the unissued authorized capital stock of the entity is insufficient to cover the amount of

shares
indicated in the contract;
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. there is BOD approval on the proposed increase in authorized capital stock (for which
a
deposit was received by the corporation);

o there is stockholders' approval of said proposed increase; and
r the application for the approval of the proposed increase has been presented for filing

or has been filed with the SEC.

DFFS is transferred to equity upon presentation or filing of the Parent Company's
application for increase in authorized capital stock to the SEC.

Penqiql Ljalrlly
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

settled directly. If 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

settlements 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 reclassified 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.
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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, short{erm employee benefits, or other long{erm 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 asset 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 shortterm 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 residual value 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 atthe lease commencementdate 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.

Shotl-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 (i.e., those leases that have a lease term of 12

months or less from the commencement date and do not contain a purchase option). lt
also applies the leases of low-value assets recognition exemption to leases of office
equipment that are considered of low value (i.e., below F250,000). 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.
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Leases (Prior to June 1 . 2019)
The determination of whether an arrangement is (or contains) a lease is based on the
substance of the arrangement at the inception of the lease. The arrangement is, or
contains, a lease if fulfilment of the arrangement is dependent on the use of a specific
asset (or assets) and the arrangement conveys a right to use the asset (or assets), even
if that asset is (or those assets are) not explicitly specified in an arrangement.

Group as a /essee
A lease is classified at the inception date as a finance lease or an operating lease. A lease
that transfers substantially all the risks and rewards incidental to 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 leased property or, if lower, at the present value of the minimum lease

payments. Lease payments are 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 comprehensive income.

A leased asset is depreciated over the useful life of the asset. However, if there is no
reasonable certainty that the Group will obtain ownership by the end of the lease lerm, the
asset is depreciated over the shorter of the estimated useful life of the asset and the lease
term.

An operating lease is a lease other than a finance lease. Operating lease payments are
recognized as an operating expense in the consolidated statement of comprehensive
income on a straight-llne basis over the lease term.

Basic/Diluted Earninqs Per Share
Basic Earnings Per Share (EPS)
Basic EPS is calculated by dividing net income for the year attributable to common
shareholders of the Group by the weighted average number of common shares
outstanding during the year, with the retroactive adjustments 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 all dilutive 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 (APIC).

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 yet issued,

pending the approvalof the SEC.

Retained earnings represent accumulated earnings of the Group less dividends declared
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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 forthose 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"

V ari able co n sid e ration
If 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 estimate 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 (11) 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 offset
against the receivables 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{erm 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.
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Finance income
Finance income is recognized as it accrues taking into account the effective yield of the
assets.

Other Comprehensive Income (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 [/ay 31,

2021,2020 and2019 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 ,2021,2020 and 2019, 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 Reportinq 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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