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PART I — FINANCIAL INFORMATION

Item 1 - Financial Statements

The unaudited financial statements of Vitarich Corporation and its subsidiaries as at and for
the period ended March 31, 2021 (with comparative figures as of December 31, 2020) and
for the period ended March 31, 2020 and Selected Notes to Consolidated Financial Statements
are filed as part of this form 17-Q as Annex “A”

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

The information required by Part III, Paragraph (A) (2) (B) of “Annex C" is attached hereto
as Annex “B".

PART II - OTHER INFORMATION

Vitarich Corporation and its subsidiaries may, at its option, report under this item any
information not previously reported in a report on SEC Form 17-C. If disclosure if such
information is made under this Part II, it need not be 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.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the registrant has duly
caused this report to be signed on its behalf by the undersigned thereunto duly authorized.

Registrant — VITARICH CORPORATION

By:

[t ~
STEPHANIE/NICOLE S. GARCIA ATTY. MARY CHRISTINE DABU-PEPITO
EVP, Corpordte/Management Services Assistant Corporate Secretary, Corporate

Director/ Treasurer Information Officer and Compliance Officer
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Classification of Property. The Company classifies its property as owner-occupied based on its
current intentions where the property will be used. When the property is held for capital appreciation
or when management is still undecided as to its future use, land is classified as investment property.
Property used in operations are classified as owner-occupied property and included as part of
property, plant and equipment.

Estimates and Assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are described below. The Company based its
assumptions and estimates on parameters available when the interim consolidated financial statements
were prepared. EXisting circumstances and assumptions about future developments, however, may
change due to market changes or circumstances arising that are beyond the control of the Company.
Such changes are reflected in the assumptions when they occur.

Determination of Impairment Losses on Trade and Other Receivables. The Company uses a
provision matrix to calculate ECLs for receivables. The provision rates are based on days past due.

The provision matrix is initially based on the Company’s historical observed default rates. The
Company will calibrate the matrix to adjust the historical credit loss experience with forward-looking
information. To search the most relevant macroeconomic variable with a strong linear relationship on
the past due behavior of the portfolio, regression analysis was applied to the following: inflation,
unemployment, movement of Philippine peso against the US dollar, percentage change in gross
domestic product and consumer price index. Among these factors, the forward-looking information
on percentage change in gross domestic product was determined to have a strong and symmetrical
relationship with the past due behavior of the Company’s trade receivable portfolio. For instance, if
forecast economic conditions (i.e., gross domestic product) are expected to deteriorate over the next
year which can lead to an increased number of defaults, the historical default rates are adjusted. At
every reporting date, the historical observed default rates are updated and changes in the forward-
looking estimates are analyzed.

The assessment of the correlation between historical observed default rates, forecast economic
conditions and ECL is a significant estimate. The amount of ECL is sensitive to changes in
circumstances and of forecast economic conditions. The Company’s historical credit loss experience
and forecast of economic conditions may also not be representative of customer’s actual default in the
future. The information about the ECL on the Company’s receivables is disclosed in Note 7.

The Company did not provide any extension or reduction in payment, except for very few customers,
as a result of the COVID-19 pandemic. Management has considered the impact of the COVID-19
pandemic on its ECL calculation and assessed the impact to be not significant.

The Company recognized provision for impairment losses on trade and other receivables amounting
to 2.1 million and 2.6 million for the three months period ended March 31, 2021 and 2020,
respectively, (see Notes 7 and 22).

The carrying value of trade and other receivables amounted to RB808.9 million and R928.7 million as at
March 31, 2021 and December 31, 2020, respectively. Allowance for impairment losses on trade and
other receivables as at March 31, 2021 and December 31, 2020 amounted to B286.3 million and
£284.1 million, respectively (see Note 7).
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Estimating ECL of Receivable from Insurance. As discussed in Note 10, the Company has an
outstanding claim for typhoon damages from an insurance company. The Company is currently
involved in legal proceedings to pursue the collection of the remaining balance of receivable from
insurance. The determination of whether the insurance claims receivable is realizable requires
management’s estimate of the amount and timing of the future cash inflows from this receivable and
the related effective interest rate used to discount the cashflows.

Management and its legal counsel believe that the ongoing litigation on the remaining claims will not
result in any significant adverse impact on the Company’s financial condition and results of

operations.

Receivable from insurance amounted to P101.9 million as at March 31, 2021 and December 31, 2020.
Allowance for impairment loss related to insurance claims receivable amounted to £39.7 million as at
March 31, 2021 and December 31, 2020 (see Note 10).

Estimating Fair Value of Biological Assets. The fair values of the Company’s livestock are based on
the most reliable estimate of market prices at the point of harvest.

The following table provides a description of the various biological asset types, shows the valuation
techniques used in measuring Level 3 fair values, as well as the significant unobservable inputs used.
Refer to Note 2 for further detail on Level 3 fair value measurement.

Inter-relationship
between key
unobservable inputs and

Significant fair
Description Valuation technigue unobservable inputs value measurement
Day-old chicks —these  Income approach. The Inclusive of: The estimated fair value

are hatched from eggs
with hatching period of
21 days.

valuation model
considers the net cash
flows expected to be
generated from the sale
of day-old chicks. The
cash flow projections
include specific
estimates for the
hatching period. The
valuation model also
considers the
hatchability rate. Due
to the short hatching
period, discounting is
generally ignored.

= Estimated future
sale price of day-old
chicks

= Estimated
hatchability and
mortality rate

= Estimated volume of
production

= Estimated costs to
be incurred in the
hatching process

would increase

(decrease) if:

= the estimated sale
price was higher
(lower);

= the estimated cash
inflows based on
forecasted sales
were higher (lower);

= the estimated,;
hatchability rate was
higher (lower);

= the estimated
volume of
production was
higher (lower) or

= the estimated costs
to be incurred in the
hatching process
were lower (higher).

Growing broilers —
these are grown from
chicks for a period of
30 days

Income approach. The
valuation model
considers the net cash
flows expected to be
generated from the sale
of fully-grown broilers

Inclusive of:

= Estimated future
sale price of dressed
chicken

= Estimated mortality
rate

The estimated fair value

would increase

(decrease) if:

= the estimated sale
price was higher
(lower);
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Inter-relationship
between key
unobservable inputs and

Significant fair

Description Valuation technigue unobservable inputs value measurement
as dressed chickens. = Estimated volume of = the estimated cash
The cash flow production inflows based on
projections include = Estimated costs to forecasted sales
specific estimates for be incurred in the were higher (lower);
the volume of harvest growing process = the estimated
considering the mortality rate was
mortality rates. Due to lower (higher);
the short growing = the estimated
period of chicks into volume of
broilers, discounting is production was
generally ignored. higher (lower);or

= the estimated costs
to be incurred in the
growing process
were lower (higher).

The changes in fair value of biological assets are recognized under sales amounting to £203.8 million
and NIL for the period ended March 31, 2021 and 2020, respectively, and under cost of sales
amounting to 184.3 million and NIL for the period ended March 31, 2021 and 2020, respectively
(see Note 17).

The changes in fair value of biological assets recognized on livestock amounted to £19.5 million and
P15.1 million as at March 31, 2021 and December 31, 2020, respectively (see Notes 8 and 17).

Determination of NRV of Inventories. The Company, in determining the NRV of inventories,
considers any adjustments for obsolescence which is generally 100% allowance on inventories that
are damaged or expired or a certain percentage if their selling prices have declined. The amount and
timing of recorded expenses for any period would differ if different judgments were made or different
estimates were utilized. Inventories are affected by price changes in critical ingredients which are
imported and in different market segments of agri-business relating to poultry breeding, feeds and
animal health products. An increase in allowance for inventory obsolescence and market decline
would increase recorded operating expense and decrease current assets.

Inventories carried at lower of costs or NRV as at March 31, 2021 and December 31, 2020 amounted
to B553.6 million and 502.9 million, respectively. Allowance for inventory obsolescence as at
March 31, 2021 and December 31, 2020 amounted to 0.9 million. (see Note 8).

Revaluation of Property, Plant and Equipment (Excluding Transportation Equipment and
construction-in-progress) and Investment Properties. The Company carries its investment properties
at fair value, with changes in fair value being recognized in the interim consolidated statements of
comprehensive income. In addition, the Company measures property, plant and equipment
(excluding transportation equipment) at revalued amounts, with changes in fair value being
recognized in OCI. For machinery and equipment, buildings, land improvements, office furniture,
fixtures and equipment and leasehold improvements, a valuation methodology based on cost
reproduction approach was used, as there is a lack of comparable market data because of the nature of
the properties.

























































































































































