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capabilities to create operations that support our 
growth ambitions. The growth opportunity lies 
in improving distribution in the general trade 
to make our products even more accessible to 
consumers. As such, we continue to strengthen 
our brand building efforts to achieve brand 
loyalty and remain the consumers’ brand 
of choice.

The Company continues to reduce costs and 
improve efficiencies. The Agro-Industrial 
businesses have increased the adoption rate 
of Climate‑Controlled Systems (CCS) in live 
operations. The CCS technology has increased 
production cycles and improved feed conversion 
ratio, resulting in better harvest and lower 
cost‑to‑produce of poultry and hogs. CCS now 
accounts for 80% of broiler growing capacity and 
50% of hog raising capacity. 

To manage direct material costs, SMPFC 
continues to work with assemblers to increase 
domestic production of cassava which is a 
lower‑priced alternative to corn. Cassava 
production has recovered from the impact of 
Typhoon Sendong in 2011. This was achieved 
through higher yielding varieties and increased 
hectarage in Luzon. With these in place, the 
Company expects cassava supply to keep pace 
with its growing requirements. Your Company 
continues to explore and develop alternative raw 
materials that can be produced locally.

SMPFC recognizes the need for new growth 
engines. In February 2015, we completed the 

acquisition of the trademarks, formulations, 
recipes and other intangible properties of 
the La Pacita brand, signalling our entry into 
the biscuit category. A much loved brand, 
we are excited to re‑invigorate La Pacita and 
expand distribution—sharing in the expected 
upside of this investment. Where we see other 
opportunities to grow, we will definitely look into 
other promising categories.

On March 12, 2015, SMPFC’s Perpetual Series 2 
Preferred Shares were issued and listed on the 
Philippine Stock Exchange. The issuance was 
four times oversubscribed, a strong indication 
of market confidence in what we have to offer as 
a company. 

Moving forward, the Company expects that 
demand will grow in pace with the economy. 
Anticipating this growth, expansion plans are 
well underway to capture the opportunities as 
we embark on expanding our manufacturing 
capacities. We continue to focus on delivering 
against our strategies, ensuring that—as we 
grow—we continue to meet and exceed your 
expectations, investing in the strengths that sets 
San Miguel Pure Foods apart from the rest of the 
major players in the food industry.

With your continued support, the Board of 
Directors, executives and employees, look 
forward to achieving more milestones in the 
coming years.

We continue to strengthen our brand building efforts 
to achieve brand loyalty and remain the consumers’ 
brand of choice.
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financial 
highlights
(in Thousand Pesos, except Per Share data)

* Based on the number of shares outstanding at the end of each year

San Miguel Pure Foods Company Inc. and Subsidiaries
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AGRO-INDUSTRIAL BUSINESSES

Feeds 
The Feeds business delivered a 7% revenue 
growth due to higher volume and higher selling 
prices. The increase in volume was attributed to 
better sales of hogs, broiler and duck feeds. 

In terms of raw materials, 2014 was a good year 
for cassava, yielding the 2nd highest output 
compared to its all‑time high in 2011 due to 
favorable weather condition in the 1st semester, 
as well as conversion from traditional variety 
to high yielding ones. The positive effect of this 
improvement cushioned the impact of increased 
importation and logistics‑related costs brought 
about by the port congestion.

To reinforce market leadership and presence 
in the animal feeds industry, the business 
launched an above‑the‑line campaign and 
ramped up community‑focused learning 
activities to connect with small to medium scale 
hog‑raisers nationwide.

Anticipating the increase in industry demand for 
animal feeds and in an effort to maximize new 

technologies, the business is continually building 
and upgrading feed milling facilities to better 
serve the needs of its customers.

Poultry and Fresh Meats
The integrated Poultry and Fresh Meats 
business brought in a 6% revenue increase 
despite the effect of adverse weather conditions 
and Typhoon Glenda that heavily impacted 
operations for the full year. Despite these 
challenges, the business significantly grew sales 
through the combined volumes sold in the  
stable‑priced sales channels, namely, Magnolia 
Chicken Stations, Monterey Meat Shops, and 
foodservice accounts. The business ended the 
year with over 600 Monterey Meat Shops and 
over 1,000 Magnolia Chicken Stations, of which 
around 300 are located inside the Monterey 
Meat Shops outlets nationwide.

Aligned with the Company’s thrust of shifting 
to value‑added products, the Poultry and Fresh 
Meats business also launched several new 
variants to continue exciting Monterey Meat 

management’s
discussion
& analysis
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Shops and Chicken Stations customers. The year 
2014 also marks one of the strong collaborations 
between the Poultry and Fresh Meats business 
and the Value‑Added Meats business in creating 
new products that will revolutionize the market 
and yield profit for the Company. 

Meanwhile, in an effort to manage costs and 
improve production efficiencies, the live 
operations segment has converted around 
80% of the total broiler‑growing farms to 
Climate‑Controlled Systems (CCS). Over 50% 
of our hog‑raising facilities were similarly 
converted to CCS.

FLOUR MILLING BUSINESS

The Flour Milling business posted a revenue 
growth of 5% driven by the volume increase of 
flour products and additional revenue from the 
first full year operation of Golden Bay Grain 
Terminal. Margins improved as we increased 
volumes of value‑added premixes. Lower cost of 
wheat also helped improve profitability.

The business continues to widen its distribution 
network, working closely with our customers 
that include, among others, factories and 
bakeries. Big strides were achieved in going to 
stable‑priced sales channels. Kambal Pandesal, 
a business model to promote the growth of 
entrepreneur‑owned and operated bakeries using 
SMMI’s proprietary premix to simplify bakery 
operations, ended the year with about 450 active 
outlets, and sustained its exponential growth 
since the project’s inception in 2011.

With the robust growth in consumer demand, 
and with the existing plants nearing full 
utilization, the business is expanding its flour 
milling capacity. In addition, Golden Bay 
Grain Terminal is also expected to increase its 
silo capacity.

Golden Bay Grain Terminal’s first full year of 
operation provided considerable cost savings 
for both the Flour Milling and Feeds businesses, 
lowering operational costs and ensuring handling 
and delivery of bulk raw material goods.  

new tastes, same love
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MORE PLACES TO GO, MORE MEMORIES TO SHARE

BRANDED VALUE-ADDED BUSINESSES

Value-Added Meats
The Value‑Added Meats business was not spared 
from the challenges that were beyond business 
control in 2014. In the second half, the Manila 
port congestion and the yellow plate policy 
presented strong constraints in the importation 
of raw materials, increased logistics costs, and 
held down the distribution and replenishment 
of finished goods to both domestic and 
international markets.  

Despite the difficult operating environment that 
has affected multiple levels of the business, it 
was able to deliver a revenue improvement of 
1% to P15.1 billion attributed to the strengths 
of its core brands, advertising initiatives and 
trade‑building efforts. The nuggets lines have 
shown encouraging results and have contributed 
to the growth of the segment. The business 
also launched several well‑received integrated 
marketing communication campaigns to 
strengthen brand presence.

Upholding its commitment of providing only 
the highest quality products to its consumers, 
the business continued to invest in systems that 
allowed the plant to pass the SGS Surveillance 
audits (ISO 22000:2005, ISO 9001:2008, ISO 
14000:2004) and the NMIS HACCP Certification 
and Surveillance audits. 

Dairy, Spreads, Oils and Ice Cream
The business achieved a 9% growth in revenue 
due to higher volume and better selling prices 
which partly covered raw material price hikes. 
Revenue growth was mainly led by the butter, 
margarine and cheese categories. 

Existing core brands and new product launches 
have significantly improved volume and have 
considerably contributed to the growth of 
the business. 

Backed by a solid performance, the business 
is committed to providing quality products to 
its consumers. The business passed the SGS 
Surveillance audits (ISO 2200 and 9001:2008), 
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our brands
We are a leading and highly diversified Food Company in the Philippines with 
a product portfolio of the country’s most recognized leading brands. 

earning favorable credit ratings from key 
foodservice partners. The Company’s ice cream 
plant has also hiked up its quality assurance 
systems as they maintained the plant’s Halal 
certification and passed the SGS audit for its 
GMP re-certification.

Coffee
The Coffee business’ revenue dropped by 17% 
due to lower volumes compared to 2013. The 
business rationalized slow‑moving products and 
focused on the core variants. At the same time, 
it enhanced the original coffee variant featuring a 
creamier taste in 20 grams sachet.

The Coffee business’ sugar‑free variant remains 
the dominant player in its segment posting 
double‑digit growth. 

FOODSERVICE

The foodservice arm of SMPFC, Great Food 
Solutions’ revenue increased by 14%.  This was 
mainly driven by chicken, flour and processed 
meats products, as well as customized and traded 
products. 

Reflective of the growing trend of eating out 
matched with organizational preparedness 
and the addition of new services and products 
under its portfolio, the foodservice’s positive 
performance for 2014 demonstrated the business’ 

stronghold in product customization, placement, 
and relationship management. 

INTERNATIONAL BUSINESSES

Vietnam
Vietnam business’ revenue declined along with 
the temporary closure of the hogs and feeds 
operations. The business is currently focused on 
growing its processed meat business. 

Indonesia
San Miguel Pure Foods Indonesia posted 
a revenue growth of 7% in 2014, amidst a 
challenging period of managing higher beef 
prices. It scored a major market breakthrough 
with the successful introduction of new 
shelf‑stable retort sausages, in partnership with 
two of the biggest mini‑mart chains in Indonesia 
operating with over 15,000 outlets across the 
archipelago. 

Through its major brand Farmhouse, the 
business was also able to establish its chilled 
category leadership with the successful 
introduction of premium sausage products.
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Eduardo M. Cojuangco, Jr., Filipino, 79, is 
the Chairman and a non‑executive director of the 
Company, a position he has held since May 22, 2001, 
and Chairman of the Company’s Executive Committee 
(since April 25, 2002). He is also Chairman and 
Chief Executive Officer of listed companies 
San Miguel Corporation and Ginebra San Miguel, Inc. 
He is likewise the Chairman of listed company Petron 
Corporation, ECJ and Sons Ag ricultural Enterprises, 
Inc. and the Eduardo Cojuangco, Jr. Foundation, 
Inc.; and a Director of Caiñaman Farms, Inc. He 
was previously Director of Manila Electric Company 
(February 2009 to May 2009). Mr. Cojuangco 
attended the College of Agriculture, University of the 
Philippines, as well as California Polytechnic College 
in San Luis Obispo, U.S.A. Among others, he was 
conferred the Degree of Doctor of Economics Honoris 
Causa by the University of Mindanao and the Degree 
of Doctor of Agri‑Business Honoris Causa by the 
Tarlac College of Agriculture.   

Ramon S. Ang, Filipino, 61, is the Vice Chairman 
of the Company, a position he has held since 
May 13, 2011. He has been a Director of the Company 
since May 22, 2001 and a member of the Company’s 
Executive Committee (since April 25, 2002) and 
Executive Compensation Committee (since 
November 7, 2013). He also holds, among others, the 
following positions: Vice Chairman, President and 
Chief Operating Officer of listed company San Miguel 
Corporation; Chairman and Chief Executive Officer of 
SMC Global Power Holdings Corp.; Chairman of 
listed company Liberty Telecoms Holdings Inc., 
San Miguel Brewery Inc., San Miguel Properties, Inc., 
San Miguel Yamamura Packaging Corporation, 
San Miguel Foods, Inc., San Miguel Mills, Inc., 
Magnolia Inc., The Purefoods‑Hormel Company, Inc., 
San Miguel Super Coffeemix Co., Inc., Anchor 
Insurance Brokerage Corporation, San Miguel Brewery 
Hong Kong Limited, San Miguel Energy Corporation, 
Philippine Diamond Hotel & Resort, Inc., Philippine 
Oriental Realty Development, Inc. and Atea Tierra 
Corporation. He is also the President and Chief 
Executive Officer of listed companies Top Frontier 
Investment Holdings Inc. and Petron Corporation; 
and a Director of listed company Ginebra San Miguel, 
Inc. Mr. Ang holds a Bachelor’s Degree in Mechanical 
Engineering from Far Eastern University.     

Francisco S. Alejo III, Filipino, 66, is the President 
of the Company, a position he has held since 
May 20, 2005. He has been a Director of the Company 
since May 22, 2001 and a member of the Company’s 
Executive Committee (since April 25, 2002) and 
Nominations and Hearing Committee (since 
May 20, 2005). He also holds the following positions: 
Chairman and President of Realsnacks Mfg. Corp.; 
Chairman of Sugarland Corporation, Golden Food & 
Dairy Creamery Corporation, San Miguel Hormel (Vn) 
Co., Ltd., Golden Bay Grain Terminal Corporation, 
Golden Avenue Corp., and Philippine Prime Meat 
Marketing Corporation; Vice Chairman of San Miguel 
Foods, Inc., San Miguel Mills, Inc., The Purefoods‑
Hormel Company, Inc., and Magnolia Inc.; Director 
of San Miguel Super Coffeemix Co., Inc., San Miguel 
Foods & Beverage International Limited (BVI), 
San Miguel Pure Foods Investment (BVI) Ltd. and 
San Miguel Pure Foods International, Limited (BVI); 
and President Commissioner of PT San Miguel 
Pure Foods Indonesia. Mr. Alejo holds a Bachelor’s 
Degree in Business Administration from De La 
Salle University, and is a graduate of the Advanced 
Management Program of Harvard Business School.

Menardo R. Jimenez, Filipino, 82, has been a 
Director of the Company since April 25, 2002. He is 
Chairman of the Company’s Executive Compensation 
Committee (since May 12, 2006), and member of 
its Audit Committee (since June 27, 2008) and 
Nominations and Hearing Committee 
(since November 7, 2013). He is also a Director of 
listed company San Miguel Corporation and 
Magnolia Inc. He likewise holds the following 
positions: Chairman and President of Majent 
Management and Development Corporation; 
Chairman of United Coconut Planters Bank and 
Meedson Properties Corporation; President and 
Chief Executive Officer of Albay-Agro Industrial 
Development Corporation; and a Director of Mabuhay 
Philippines Satellite Corporation, CBTL Holdings, Inc. 
and Pan‑Phil Aqua Culture Corporation. 
Mr. Jimenez holds a Bachelor’s Degree in Commerce 
from Far Eastern University and is a Certified 
Public Accountant. Among others, he was conferred 
Doctorates in Business Management Honoris Causa by 
University of Pangasinan and Pamantasan Ng Lungsod 
ng Maynila.
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Mario C. Garcia, Filipino, 63, has been a Director 
of the Company since November 4, 2009. He is also 
a Director of San Miguel Properties, Inc.; Member 
of International Reporters and Editors Association, 
USA; and Consultant of Radio Affairs, Pulis Ng 
Bayan (PNP). He was a former TV Host of Kapihan 
Ng Bayan, NBN‑4 and Comentaryo, NBN‑4, a Radio 
Host/Anchorman of Uno Por Dos, PBS Radyo Ng 
Bayan, Interim National President of KBP Society of 
Broadcast Journalists; and Director of the Subic Bay 
Metropolitan Authority. He was previously a Director 
and Vice Chairman of Quezon City Red Cross, 
Vice President for Programming and Operations and 
Station Manager of Radio Veritas. Mr. Garcia holds 
a Bachelor’s Degree in Journalism from Lyceum of 
the Philippines. 

Carmelo L. Santiago, Filipino, 72, has been an 
Independent Director of the Company since 
August 12, 2010. He is the Chairman of the Company’s 
Nominations and Hearing Committee 
(since May 13, 2011) and Audit Committee (since 
November 7, 2013), and a member of the Company’s 
Executive Compensation Committee (since 
June 27, 2008). He is an Independent Director of 
San Miguel Brewery Inc. and listed company Liberty 
Telecoms Holdings, Inc.; and Director of Terbo 
Concept, Inc. He is also an Independent 
Non‑Executive Director of San Miguel Brewery 
Hong Kong Limited. He was previously Independent 
Director of San Miguel Corporation, Ginebra 
San Miguel Inc., Anchor Insurance Brokerage 
Corporation and San Miguel Properties, Inc. 
Mr. Santiago is the founder and owner of several 
branches of Melo’s Restaurant and the founder of 
Wagyu Restaurant. Mr. Santiago holds a Bachelor’s 
Degree in Business Administration from 
University of the East.

Angelina S. Gutierrez, Filipino, 77, served as 
Independent Director of the Company from 
May 10, 2013, until she tendered her resignation 
effective October 8, 2014.  She was a member of 
the Company’s Executive Committee (appointed 
November 7, 2013) and Audit Committee (appointed 
May 10, 2013).  She was an Independent Director of 
Ginebra San Miguel, Inc. (elected May 12, 2012) and 
Dean of the Graduate School of Law of Pamantasan 
ng Lunsod ng Maynila (appointed May 2009).  
Justice Gutierrez is a former Associate Justice of the 
Supreme Court of the Philippines (December 2000 

to February 2008).  On August 17, 2008, the Quezon 
Province awarded her the “Manuel L. Quezon Medalya 
ng Karangalan for her achievements in Law and 
Judiciary.”  Justice Gutierrez holds a Bachelor of Laws 
Degree from University of Sto. Tomas, and among 
others was conferred the Degree of Doctor of Law 
Honoris Causa by Bulacan State University Marcelo H. 
Del Pilar College of Law.

Silvestre H. Bello III, Filipino, 70, has been an 
Independent Director of the Company since 
May 10, 2013. He was elected Representative of the 
Party List 1 BAP during the national elections held in 
May 2013. He is a Director of College Assurance Plan, 
Comprehensive Annuity Plan & Pension Corp., CAP 
Life Insurance Corp., CAP General Insurance Corp., 
Camp John Hay Development Corporation and CAP 
Realty, Inc. Atty. Bello is a Partner at Yulo Carpio & 
Bello Law Offices. He was previously Director of 
San Miguel Corporation (October 2006 to July 2009) 
and Red Eagle Lending Investors Corp. (2009). 
Atty. Bello also served as Secretary to the Cabinet, 
Office of the President from July 2008 to 
February 2010, and was Presidential Adviser for 
New Government Centers from July 2007 to July 
2008. Mr. Bello holds a Bachelor of Arts Degree in 
Political Science from Manuel L. Quezon University 
and a Bachelor of Laws Degree from Ateneo de Manila 
University College of Law.

Edgardo P. Cruz, Filipino, 75, has been an 
Independent Director of the Company and a member 
of the Audit Committee since November 7, 2013. He is 
also an Independent Director of San Miguel Properties, 
Inc. He is a professorial lecturer at the Pamantasan 
ng Lungsod ng Maynila, Graduate School of Law 
(since June 2009) and Philippine Christian University 
College of Law (since November 2010), and a Member 
of the Philippine Judicial Academy, Department of 
Ethics and Judicial Conduct (since April 2004), a 
Member of the Board of Trustees, Society for Judicial 
Excellence (since April 2007), and a Member of the 
Screening Committee of the Awards for Judicial 
Excellence Foundation for Judicial Excellence 
(since 2010). He was previously a Consultant at the 
Philippine Amusement and Gaming Corporation (from 
July 2009 to June 2010) and an Associate Justice of 
the Court of Appeals (from May 1999 to May 2009). 
Justice Cruz holds a Bachelor of Laws Degree from 
University of the Philippines.
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San Miguel Pure Foods Company Inc. (SMPFC or “the Company”) recognizes that good governance helps the 
business to deliver strategy, generate and sustain shareholder value and safeguard shareholders’ rights and 
interests. The Company’s Board of Directors, management and employees adhere to the highest standards of 
corporate governance as a vital component of sound business management. 

Being a majority‑owned subsidiary of publicly listed company San Miguel Corporation (SMC), SMPFC has 
adopted a Manual on Corporate Governance that is patterned after that of the intermediate Parent Company 
SMC. The Company’s Board of Directors, led by its Chairman, Mr. Eduardo M. Cojuangco, Jr., believes in 
conducting its business affairs in a fair and transparent manner and in maintaining the highest ethical standards 
in all the Company’s business dealings.  

The Company continues to review and strengthen its policies and procedures, giving due consideration to areas 
that, for the best interest of the Company and its stockholders, need further improvement.

BOARD OF DIRECTORS 

Compliance with the principles of good corporate governance starts with the Company’s Board of Directors 
(the “Board”), who believes in conducting the affairs of the Company in a fair and transparent manner and in 
maintaining the highest ethical standards in all the Company’s business transactions. The members of the Board, 
as well as the senior management of the Company and key finance personnel, have undergone the requisite 
training on corporate governance.    

SMPFC’s Board is primarily responsible for promoting the Company’s long‑term growth and success and 
determining its mission, strategy and objectives. It is the Board’s responsibility to secure and maintain the 
Company’s competitive edge in a manner consistent with its fiduciary responsibility, which it exercises in the best 
interest of the Company, its shareholders and other stakeholders.  

In this connection, the Board exercises oversight responsibilities on the business affairs of the Company, reviews 
and approves the Company’s financial statements, and ensures the presence of adequate and effective internal 
control mechanisms in the Company to manage business risk. The directors consider that the Company’s 
financial statements have been prepared in conformity with the Philippine Financial Reporting Standards 
and reflect amounts that are based on the best estimates and reasonable, informed and prudent judgment of 
management and the Board with an appropriate consideration to materiality.

Composition and Qualification
The Board consists of nine members who hold at least one share each in the capital stock of the Company and 
are proven to possess integrity and probity in addition to the other qualifications of a director specified in the 
Company’s Manual on Corporate Governance. They are elected by the stockholders with voting rights during the 
Annual General Stockholders’ Meetings (AGSM).  The Board members hold office for one year and until their 
successors are duly elected and qualified in accordance with the Company’s amended by-laws and applicable laws 
and regulations.

A process of selection to ensure a mix of competent directors aligned with the Company’s strategic directions 
is implemented. The broad range of skills, expertise and experience of the directors in the fields of business, 

corporate 
governance
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finance, accounting and law ensures comprehensive evaluation of, and sound judgment on, matters relevant 
to the Company’s businesses and related interests. More than 50% of the Board of Directors of the Company 
is comprised of non‑executive directors. The Company’s orientation program for new directors, wherein such 
directors are briefed on the corporate structure, operations and plans of its businesses, ensures meaningful 
discussion and participation of the Board in the governance of the Company. 

Independent and Non-Executive Directors
Mr. Carmelo L. Santiago, Justice Angelina S. Gutierrez, Mr. Silvestre H. Bello III and Justice Edgardo P. Cruz 
were elected as independent and non‑executive directors in SMPFC’s Board during the AGSM on May 9, 2014, 
exceeding the requirement under law of having at least two independent directors or 20% of the number 
of members of the Board, whichever is less. Justice Gutierrez, however, tendered her resignation effective 
October 8, 2014 upon her appointment to the Judicial and Bar Council. All the independent directors of the 
Company have no ties to its management and substantial shareholders.

The Company defines an independent director as a director who, apart from his/her fees and shareholdings, 
has no business or relationship with the Company, which could, or could reasonably be perceived to, materially 
interfere with the exercise of his/her independent judgment in carrying out his/her responsibilities as a director. 
Among others, independent directors have the power and authority to review related party transactions entered 
into by the Company at any time. 

The independent directors of the Company are nominated and elected in accordance with the rules of the 
Securities and Exchange Commission (SEC). Accordingly, an independent director may serve as such for five 
consecutive years only starting January 2012, will be ineligible for re‑election for a “cooling off” period of two 
years thereafter, following which he or she may again be considered for re‑election to serve as independent 
director for another five consecutive years. After serving as independent director for ten years, he or she will be 
perpetually disqualified to be elected as an independent director of the Company.  

Further, in business conglomerates such as the San Miguel Group of Companies of which SMPFC is a part, an 
independent director may be elected to only five corporations of the conglomerate.  

Pursuant to such rules, each independent director of the Company issues and submits to the Corporate Secretary 
for filing with the SEC, a certification confirming that he/she possesses all the qualifications and none of the 
disqualifications of an independent director at the time of his/her election and/or re-election.

The Chairman and the President
The Chairman of the Board is non‑executive Director Eduardo M. Cojuangco, Jr. He is not the 
current or immediate past Chief Executive Officer of the Company. The President of the Company is 
Mr. Francisco S. Alejo III. The Chairman and President are held by two separate individuals with their 
respective roles clearly defined in the Company’s Manual on Corporate Governance, to ensure independence, 
accountability, and responsibility in the discharge of their duties. The performance of the President is assessed 
yearly. The annual compensation of the President and the top four senior executives of the Company are provided 
in the Definitive Information Statement distributed to shareholders prior to the AGSM. The Chairman and the 
President attended the last two AGSM of the Company.

The Corporate Secretary
To assist the directors in the discharge of their duties, the directors have access to the Corporate Secretary 
and Assistant Corporate Secretary, who both serve as legal counsel to the Board of Directors. The Corporate 
Secretary, Atty. Alexandra B. Trillana, likewise the General Counsel of the Company, provides support to 
the Compliance Officer in keeping the Board updated on relevant statutory and regulatory developments. 
The Corporate Secretary communicates with the Board, management, the Company’s shareholders, and the 
investing public. In this regard, the Corporate Secretary assists the Chairman in the preparation of the agenda 
of Board and shareholder meetings, taking into account the suggestions of the President, management and 
other directors.  
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Board Committees
To assist the Board in ensuring strict compliance with the principles of good corporate governance, the Board has 
created four committees. 

Executive Committee.  Until the resignation of Justice Angelina S. Gutierrez effective October 8, 2014, the 
Executive Committee was composed of four directors that include the Chairman of the Board and the President, 
as well as an independent director. Mr. Eduardo M. Cojuangco, Jr. sits as Chairman of the Committee.

The Committee is tasked to help and assist the officers of the Company in the management and direction of the 
affairs of the Company. It acts within the powers and authority granted upon it by the Board and is called upon 
when the Board is not in session to exercise the powers of the latter in the management of the Company, with 
the exception of the power to appoint any entity as general managers or management or technical consultants, to 
guarantee obligations of other corporations in which the Company has lawful interest, to appoint trustees who, 
for the benefit of the Company, may receive and retain such properties of the Company or entities in which it has 
interests, and to perform such acts as may be necessary to transfer ownership of such properties to trustees of the 
Company, and such other powers as may be specifically limited by the Board or by law. 

Nomination and Hearing Committee.  The Nomination and Hearing Committee is currently composed 
of three voting directors (including an independent director) and one non‑voting member in the person of 
Ms. Ma. Cristina M. Menorca, SMC’s Human Resources Head. Independent Director Carmelo L. Santiago is the 
Chairman of the Committee. 

The Nomination and Hearing Committee is responsible for making recommendations to the Board on matters 
relating to the directors’ appointment, election and succession, with the view of appointing individuals to the 
Board with the relevant experience and capabilities aligned with the Company’s strategic directions, to maintain 
and improve the competitiveness of the Company and increase its value.  The Committee screens and shortlists 
candidates for Board directorship in accordance with the qualifications and disqualifications for directors defined 
in the Company’s Manual on Corporate Governance, the amended articles of incorporation and amended by‑laws 
of the Company, and applicable laws, rules, and regulations. 

In 2014, the Nomination and Hearing Committee held one meeting. During the meeting, the Committee 
discussed the nominees for election to the Board in the Company’s AGSM.    

Executive Compensation Committee.  The Executive Compensation Committee is composed 
of four members, one of whom is an independent director in the person of Mr. Carmelo L. Santiago.  
Mr. Menardo R. Jimenez is the Chairman of the Committee.

The Executive Compensation Committee advises the Board in the establishment of a formal and transparent 
procedure for developing a policy on executive remuneration and for fixing the remuneration packages of the 
Company’s officers and directors, and provides oversight over remuneration of senior management and other 
key personnel, ensuring that compensation is consistent with the Company’s culture, strategy, and control 
environment. Such remuneration shall be in a sufficient level to attract and retain directors and officers who are 
needed to run the Company successfully. 

In 2014, the Executive Compensation Committee held three meetings to discuss the appointments and 
promotions of employees to officers of SMPFC’s subsidiaries. In the last meeting for the year, the Committee 
discussed the appointment of the Division Human Resources Manager of the Company to Vice President.  







2014  ANNUAL REPORT 23

ACCOUNTABILITY AND AUDIT

The Audit Committee provides oversight to both external and internal auditors. The role and responsibilities 
of the Audit Committee are clearly defined in the Company’s Manual on Corporate Governance and Audit 
Committee Charter.

External Auditors
The external auditors of the Company, whose main function is to facilitate the environment of good corporate 
governance as reflected in the Company’s financial records and reports, are selected and appointed by the 
shareholders upon the recommendation of the Board after consultations with the Audit Committee, and are 
rotated every five years or less, in accordance with SEC rules and regulations. The external auditors conduct 
an independent annual audit on the Company’s financial performance and financial position and provide an 
objective opinion on the reasonableness of such records and reports.  

In 2014, the SEC-accredited accounting firm R.G. Manabat & Co. (RGM & Co.), formerly called Manabat 
Sanagustin & Co., CPAs, served as the principal accountants and external auditors of the Company. In fiscal 
year 2015, the Board of Directors of the Company will nominate Reyes Tacandong & Co. (“RT&Co.”). The 
change in the external auditors of the Company from RGM & Co. to RT & Co. in the 2015 AGSM of SMPFC is 
in accordance with the recommendation to vary external auditors for good corporate governance purposes. 
Representatives of both RGM & Co. and RT & Co. are expected to be present at the AGSM to respond to relevant 
questions. They will have the opportunity to make a statement if they so desire. 

In instances where the external auditors suspect fraud or error during their conduct of audit, they are required to 
disclose and express their findings on the matter.

Audit fees billed for the regular audit services rendered by RGM & Co. to the Company in connection with 
the Company’s annual financial statements and other statutory and regulatory filings for 2014 amounted to 
approximately P1.5 million. For the Company’s offering of Perpetual Series 2 Preferred Shares in February 2015, 
the non‑audit fees billed for the services rendered by the external auditors amounted to approximately 
P1.8 million. No other services were rendered by RGM & Co. to the Company in 2014. 

Internal Audit
The internal audit of the Company is carried out by an independent internal audit group that helps the 
organization accomplish its objectives by bringing a systematic, disciplined approach in evaluating and 
improving the effectiveness of risk management, control and governance processes. The Company’s internal 
audit group provides an independent objective assurance that key organizational and procedural controls of the 
Company are effective, appropriate, and strictly followed. The internal audit group of the Company, headed by 
Ms. Mildred V. Ramirez, functionally reports directly to the Audit Committee. Any changes to the head of the 
internal audit group will require the approval of the Audit Committee.

The internal audit group is responsible for identifying and evaluating significant risk exposures of the 
Company and contributes to the improvement of risk management and control systems by assessing adequacy 
and effectiveness of controls covering the organization’s governance, operations and information systems. 
By evaluating their effectiveness and efficiency, and by promoting continuous improvement, the Company’s 
businesses maintain effective controls in their responsibilities and functions.

Regular audits of the business of the Company, its subsidiaries, and support units are conducted according 
to an annual audit program approved by the Audit Committee. Special audits are also undertaken when and 
as necessary. 
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RISK MANAGEMENT

The Board of Directors has the overall responsibility for the establishment and oversight of the Company’s risk 
management framework. 

The risk management policies of the Company are established to identify and analyze the risks faced by SMPFC 
and its subsidiaries (the “San Miguel Food Group”), to set appropriate risk limits and controls, and to monitor 
risks and adherence to limits. Risk management policies, systems and processes, as well as practices, are 
continuously reviewed to reflect changes in market conditions and the San Miguel Food Group’s activities. The 
San Miguel Food Group, through its training and management standards and procedures, aims to develop a 
disciplined and constructive control environment in which all employees understand their roles and obligations.

Risk management functions are performed at the management committee level of each operating subsidiary of 
the Company, as well as assumed by the heads of each business unit and corporate service unit of the Company. 
Further, every manager of the San Miguel Food Group is tasked to ensure compliance with all operational 
and financial controls in his/her area of responsibility and to implement internal controls as part of the total 
system to achieve the goals of the group. Managers conduct regular evaluation of existing policies, systems and 
procedures to ensure that these remain relevant and effective to the current operating environment. Management 
also gives prompt and cooperative consideration to recommended improvement measures made by independent 
internal or external audit groups.  

At the Board level, the Audit Committee has oversight functions on risk management and corporate governance 
compliance. (See also Audit Committee Report in page 35 of this Annual Report, confirming review of the 
adequacy of the Company’s internal controls and risk management systems).

DISCLOSURE AND TRANSPARENCY

SMPFC adheres to the principle of full corporate disclosure and transparency regarding its financial condition, 
operations and state of corporate governance.

Ownership Structure
As of December 31, 2014, SMC owns and controls 85.37% of the outstanding capital stock of the Company 
entitled to vote.

The top 20 shareholders of SMPFC, including the shareholdings of certain record and beneficial owners who 
own more than 5% of its capital stock, its directors, and key officers, are disclosed annually in its Definitive 
Information Statement distributed to shareholders prior to the AGSM.

The aggregate number of shares owned of record by the Chairman, President, key officers and directors as a 
group as of December 31, 2014 is approximately 0.0382% of the Company’s outstanding capital stock.

The aggregate number of shares owned by all officers and directors as a group as of December 31, 2014 is 
approximately 0.0421% of the Company’s outstanding capital stock.

Financial Reporting
The Company provides the investing community with regular updates on its operating performance and 
other financial information through adequate and timely disclosures filed with the SEC and Philippine Stock 
Exchange (PSE).  

The Company’s financial statements conform to Philippine Accounting Standards and Philippine Financial 
Reporting Standards, which are all in compliance with International Accounting Standards. Consolidated audited 
financial statements for the latest completed financial year are submitted to the SEC and PSE not later than the 
prescribed deadline and are distributed to the shareholders well in advance of the AGSM. 
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Quarterly financial results, on the other hand, are released and are duly disclosed to the SEC and PSE in 
accordance with relevant regulations. The results are also presented to financial and investment analysts through 
quarterly analysts briefings. These disclosures are posted on the Company’s corporate website. 

In addition to compliance with structural reportorial requirements, the Company timely discloses market‑
sensitive information, such as dividend declarations, joint ventures and acquisitions, sale and divestment of 
significant assets, and related party transactions that may affect share price performance.

Securities Dealing; Trading in the Company’s Shares
SMPFC exerts efforts for its directors and officers to comply with the requirement under the Securities 
Regulation Code, to disclose any change in their shareholdings in the Company as a result of any purchase, sale 
or any other dealing that relates to SMPFC shares.  

The shareholdings of the directors and key officers of the Company are set out in the Definitive Information 
Statement distributed to shareholders prior to the AGSM. In 2014, the Company’s directors and officers did not 
trade in the Company’s shares.

The Company has adopted a Securities Dealing policy that regulates the acquisition and disposal of SMPFC 
shares by its directors, officers and key employees, and the use and disclosure of price-sensitive information by 
such persons.

Under the policy, directors, officers and employees who have knowledge or are in possession of material 
non‑public information are prohibited from dealing in the Company’s securities prior to the disclosure of such 
information to the public.  The policy likewise prescribes the number of days before and after public disclosure of 
structured and non‑structured reports (the “blackout period”), during which trading in the Company’s securities 
by persons who, by virtue of their functions and responsibilities, are considered to have knowledge or possession 
of material non‑public information, is not allowed.

The Corporate Secretary regularly sends reminders on compliance with the policy, to the directors, officers and 
key employees of the Company prior to the start of every blackout period as it relates to structured reports. 

The full text of the policy may be found at the Company’s corporate website.

SHAREHOLDER RIGHTS

The Company recognizes that the most cogent proof of good corporate governance is that which is visible to the 
eyes of its investors.

Shareholder Meetings
The Company’s amended by‑laws provide that its AGSM will be held on the second Friday of May of every year. 
Stockholders are informed at least 30 days before the scheduled date of general meetings. 

In this regard, on March 26, 2014, the date of the 2014 AGSM (held on May 9, 2014), the Agenda, time and 
place of the AGSM, record date for stockholders entitled to vote at said meeting, period when the stock transfer 
books of the Company will be closed, deadline for submission of proxies and date of validation of proxies, were 
disclosed to the public. The Notice and Definitive Information Statement to the 2014 AGSM, including the date, 
time and place for the validation of proxies, as well as rationale and explanation for each relevant Agenda item 
requiring shareholder approval, were sent to the stockholders on or around April 8, 2014. 

Voting Rights and Voting Procedures
Each common share in the name of the shareholder entitles such shareholder to one vote that may be exercised 
in person or by proxy at shareholder meetings, including the AGSM. Common shareholders, even minority or 
non‑controlling shareholders, have the right to nominate, elect, remove, and replace directors, as well as vote 
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on certain corporate acts, including decisions concerning fundamental corporate changes such as amendments 
to the Company’s articles of incorporation, and transactions that would significantly affect the Company such as 
the sale of all or substantially all assets, in accordance with the Corporation Code. In such cases, the Company 
provides the rationale and explanation for each agenda item that requires shareholders’ approval in the Definitive 
Information Statement distributed prior to the AGSM. 

Preferred shareholders have the right to vote on matters involving certain corporate acts in accordance with the 
Corporation Code. They also enjoy certain preferences over holders of common shares in terms of dividends and 
in the event of liquidation of the Company.

During the 2011 AGSM, stockholders representing at least two‑thirds of the Company’s outstanding capital 
stock approved the amendment to the Articles of Incorporation of the Company to reflect additional optional 
redemption features of its preferred shares in accordance with the terms of the preferred shares offer of the 
Company to the public as approved by the SEC and PSE in January 2011.  

Voting procedures on matters presented for approval to the stockholders in the AGSM are provided in the 
Definitive Information Statement.

Pre-emptive Rights
Unless denied in its articles of incorporation or an amendment thereto, stockholders have the right to subscribe 
to all issues of shares of the Company in proportion to their shareholdings.

On March 12, 2010 and November 3, 2010, the stockholders approved to amend the articles of incorporation 
of the Company to deny pre‑emptive rights to the issuance of common and preferred shares, respectively. 
Such amendments to the articles of incorporation were approved by the SEC on May 21, 2010 and December 23, 
2010, respectively. 

Right to Information
Shareholders and prospective investors may request relevant information on the Company, including copies of 
periodic reports filed with the regulatory authorities and disclosures via the PSE, through the Investor Relations 
group of SMC headed by Ms. Reyna‑Beth D. de Guzman, as well as the Investor Relations group of SMPFC 
headed by Ms. Ma. Soledad E. Olives, whose contact details are provided below. These reports, disclosures, press 
releases and statements, as well as investor and analyst briefing materials, are also posted on the Company’s 
corporate website.

Ms. Reyna‑Beth D. de Guzman 
SMC Investor Relations
3rd Floor, SMC Head Office Complex
40 San Miguel Avenue, Mandaluyong City
Telephone: (632) 632‑3752; Fax: (632) 632‑3313/632‑3749
Email: rdeguzman@smg.sanmiguel.com.ph

Ms. Ma. Soledad E. Olives
SMPFC Investor Relations
23rd Floor, The JMT Corporate Condominium
ADB Avenue, Ortigas Center, Pasig City
Telephone: (632) 317‑5000; Fax: (632) 914‑8746; 
Email: smpfc.investorrelations@smg.sanmiguel.com.ph
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Dividends and Dividend Policy
Shareholders are entitled to receive dividends as the Board of Directors may, in its sole discretion, declare from 
time to time.  However, the Company is required, subject to certain exceptions allowed under the law, to declare 
dividends when its retained earnings equal or exceed its paid‑up capital stock.  

Dividends declared at the discretion of the Board will depend upon the Company’s future results of operations 
and general financial condition, capital requirements, its ability to receive dividends and other distributions 
and payments from its subsidiaries, foreign exchange rates, legal, regulatory and contractual restrictions, loan 
obligations both at the parent SMPFC and subsidiary level and other factors the Board may deem relevant. 

Since March 30, 2010, the cash dividend policy of the Company has been to distribute cash dividends to the 
holders of its common shares in an amount equivalent to approximately 70% of the prior year’s recurring net 
income. Recurring net income is net income calculated without respect to extraordinary events that are not 
expected to recur. The Company expects that the dividend distributions shall be made over the four quarters 
of the year, subject to the applicable laws and regulations and based on the recommendation of the Board. 
In considering dividend declarations for each quarter, the Board has in the past and will in the future, take into 
consideration dividend payments on the preferred shares, and other factors, such as the implementation of 
business plans, debt service requirements, debt covenant restrictions, funding of new investments, major capital 
expenditure requirements, appropriate reserves and working capital, among others.

Under the terms of the preferred shares offer of the Company in February 2011 (the “PFP Shares”) as and if 
dividends are declared by the Board, dividends on the PFP Shares shall be at a fixed rate of 8.00% per annum 
applicable up to the fifth anniversary of the issue date of such shares.  

In accordance with the foregoing, the Company paid out cash dividends of P4.80 per common share and P80.00 
per PFP Share per year from 2012 to 2013. For 2014, the Company paid out cash dividends of P3.60 per common 
share and P80.00 per PFP Share. In addition, the Company paid out a special cash dividend of P48.00 per 
common share in 2014.

The Company redeemed all outstanding PFP Shares in March 2015.

Under the terms of the Perpetual Series 2 Preferred Shares offer of the Company in February 2015 (the “PFP2 
Shares”), as and if dividends are declared by the Board, dividends on the PFP2 Shares shall be at a fixed rate of 
5.6569% per annum applicable up to the fifth anniversary of the issue date of such shares.

STAKEHOLDER RELATIONS

The Company exercises transparency when dealing with shareholders, customers, employees, creditors, suppliers 
and other trade partners. The Company ensures that these transactions adhere to fair business practices in order 
to establish long-term and mutually beneficial relationships.

Shareholder and Investor Relations
The investor relations program of the Company aims to effectively communicate the San Miguel Food 
Group’s performance and plans to the capital market, as well as develop a long term relationship of trust with 
stakeholders, using the discipline in finance, communication and marketing, and manage the content and flow of 
the group’s information and disclosures to the financial markets.

Among others, the communications strategy of the Company endeavors to encourage shareholders, including 
minority shareholders and institutional investors, to attend and participate in Annual Shareholders’ Meetings of 
the Company.
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SMPFC communicates with the investing community and keeps shareholders informed through timely 
disclosures via the PSE, reports filed with the SEC, stockholders’ meetings, regular quarterly briefings, investor 
conferences, press releases and statements, its corporate website, emails and telephone calls. The Company’s 
disclosures and other reports submitted to the SEC and PSE are available for download from its corporate 
website. 

The Investor Relations Group of SMC organizes quarterly briefings on SMC and its consolidated group of 
companies, including SMPFC, for investment and financial analysts. Invitations and materials for such briefings 
are posted on the Company’s website. All interested persons may attend such briefings. The Company, through 
its own Investor Relations Group, also holds briefings and meetings with investment and financial analysts from 
time to time, as and when necessary.

Suppliers, Creditors and Customers
The Company recognizes the importance of its other stakeholders, such as its customers, suppliers and creditors, 
in the creation and growth of value, stability and long‑term competitiveness of its businesses. The Company is 
committed to delivering products and services that delight and inspire loyalty in its customers. The Company 
honors its obligations to its suppliers and creditors, including payments in accordance with agreements.  

MANAGEMENT

Management is primarily responsible for the day‑to‑day operations and business of the Company. The annual 
compensation of the President and the senior key executives of the Company, as well as their shareholdings in the 
Company, are set out in the Definitive Information Statement distributed to shareholders prior to the AGSM.

EMPLOYEE RELATIONS, HEALTH, SAFETY AND WELFARE

The Company is committed to its employees’ safety, health and welfare, and to nurture their individual 
capabilities.

Programs are in place to ensure the safety of its workers. These programs include the elimination of occupational 
hazards in the workplace, provision of protective wear and/or equipment, proper training in the handling and use 
of machinery and materials, safety reminders and other measures that may be necessary to maintain their safety. 
Employees are protected from undue exposure to chemicals, biological and physical hazards, and in the event 
exposure to these are inevitable, safety information is provided to educate, train and safeguard employees.  

The Company identifies, assesses and prepares for potential emergency situations in the workplace, and 
minimizes their impact through prevention and readiness to implement emergency plans and response 
procedures. In case such an emergency occurs, the proper authorities are informed immediately.

The Company complies with all applicable environmental regulations. All required environmental permits, 
licenses, authorizations, registrations and clearances are obtained and their operational and reporting 
requirements followed.

The Company has systems in place to ensure the safe handling, movement, recycling, reuse, storage or release, 
and management of waste, air emissions, waste water discharges and hazardous materials. Any waste, waste 
water or emissions with the potential to adversely impact human or environmental health are appropriately 
managed, controlled and treated prior to release into the environment.

The Company provides comprehensive health care services directed at prevention of disease, protection from 
health hazards and maintenance of health. Programs are implemented to identify personal risks to health and to 
detect diseases in the early and most treatable stages.  
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The Company is committed to improve the quality of life of its employees through healthy living and piloting 
of wellness initiatives to encourage employees to maintain active and healthy lifestyles. The Company provides 
regular information to assist employees in making better decisions regarding their health, as well as the health of 
their dependents.

The Company is committed to promote a work place that is free from drug abuse as it is detrimental to the health, 
safety and work performance of employees and poses risks to operations and product quality.

The Company strives to protect its employees from harassment of any form. The Company provides a workplace 
free of harassment, discrimination, harsh and inhumane treatment. Any abusive behavior such as sexual 
harassment, corporal punishment, mental or physical coercion, or verbal abuses or threats among workers is 
not tolerated. Discrimination for reasons of race, age, gender, gender‑orientation, ethnicity, disability, religion, 
political affiliation, union membership or marital status is not condoned. The Company actively implements 
mechanisms for dealing with such occurrences and ensures that it will act justly, swiftly and decisively in 
addressing such complaints.  

The Company respects individuals in a manner consistent with the rights to privacy and data protection. 
Information about people are used appropriately for necessary business purposes and is protected from misuse 
to prevent undue harm to individuals such as discrimination, stigmatization or other damage to reputation and 
personal dignity, impact on physical integrity, fraud, financial loss or identity theft.

Career advancement and improvement are provided by the Company through various training programs and 
seminars. In 2010, SMPFC launched the San Miguel Pure Foods University, which is an institution of higher 
learning that aims to synergize all training initiatives of the Company and provide employees a formal training 
ground specific to their functions and geared towards their professional development.

Majority of the subsidiaries of the Company have funded, noncontributory, defined benefit retirement plans 
covering all of their permanent employees.

Each employee is provided with an Employee Handbook containing the house rules, policies and guidelines 
setting out the duties and responsibilities of an employee of the Company.

Through internal newsletters and e‑mail news briefs facilitated by the SMPFC Corporate Planning and 
Management Services Group and SMC’s Corporate Affairs Office, employees are updated on any one-time 
benefits that may be granted by senior management, significant events and programs, as well as material 
developments within the organization. In particular, the Company’s internal newsletter “FoodTalk”, which 
documents the Company’s various activities and efforts to address the needs and interest of its employees and 
other stakeholders, including customers, suppliers/contractors and communities, are also available for viewing in 
the corporate website.

CORPORATE MISSION AND VISION

In the first quarter of 2010, SMPFC formally launched its corporate mission where it determined its long-
term growth objectives. The Company has further defined its vision of “nourishing and nurturing families 
worldwide” and its core purpose of Malasakit, which it espouses in every one of its endeavors. This is part of the 
transformational programs that SMPFC has undertaken in order to reach its goals. 

The Board periodically reviews and approves the corporate mission and vision of the Company as it deems 
necessary, or upon the recommendation of management. The Board last reviewed and approved the vision and 
mission of the Company during its meeting on August 8, 2013.
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CORPORATE SOCIAL RESPONSIBILITY 

Nourishing and Nurturing a Nation 

SMPFC, through the San Miguel Foundation, remained committed in helping communities grow through various 
programs that focused on health and nutrition, education, environment, and housing. 

The Company’s flagship Corporate Social Responsiblity program, Handog Lusog: Nutrisyon Para Sa Nasyon 
which began in 2011, is a six‑month‑long supplemental feeding activity for children aged 4 to 12 who are severely 
malnourished. In 2014, the Company identified and supported 2,155 children from 30 schools spread across 
Luzon, Visayas and Mindanao.

The supplemental feeding activity, which was launched in July 2014, entitled the beneficiaries to receive free 
school bags with educational supplies to encourage daily attendance in their classes. Simultaneous to the 
feeding program was the Wellbeing seminars which were conducted for the parents of the beneficiaries in order 
to educate them on proper nutrition, and to sustain the benefits of the program even after its culmination. 
More than 1,000 parents were able to gain insight from these Wellbeing seminars. 

Since the launch of the feeding program, a total of 6,846 children have already benefitted from the program, 
with more than 200 employee volunteers taking part in the activity, through the commitment of their time during 
the  area launches. 

Giving more focus on the welfare of children in local communities, and further strengthening their learning 
environment, SMPFC, along with San Miguel Foundation, and the private‑foundation Aklat, Gabay, Aruga Tungo 
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sa Pag‑angat at Pag‑asa (AGAPP), constructed 16 
pre‑elementary classrooms and one cum‑library 
in several provincial communities.

The Company also provided purposive 
educational opportunities to several scholars 
in partnership with universities and technical 
schools. In 2014, SMPFC granted 500 scholars 
with monetary support for their everyday needs.  

The community clinic in Sumilao, Bukidnon 
continued to provide health assistance to the local 
community. The Sumilao Clinic was started in 
2008 as part of SMPFC’s community development 
program. In 2014, the clinic provided free medical 
check‑up and medicines to more than 3,000 
Sumilao residents. In addition to these, SMPFC 
also conducted medical missions in Batangas and 
Cavite benefitting a total of 494 individuals.

SMPFC also participated in the SMC 
conglomerate‑wide effort of rebuilding houses 
in Leyte and Bohol, which were among the 
provinces that were hit by natural disasters in 
2013. The Company donated a total of 181 houses 
in 2014. Efforts to rebuild and rehabilitate the two 
provinces are still ongoing. 

Environmental Awareness
SMPFC’s various facilities across the country continue to contribute to the care for the environment through 
compliance with environmental regulations and rules. All facilities have updated Environmental Compliance 
Certificates, and this requirement is also extended to all of the Company’s business partners and service 
providers. 

In an effort to practice environmental stewardship, SMPFC also took part in a tree‑planting activity in General 
Trias, Cavite during the National Tree Planting Week in partnership with the local government. 

Wastewater management facilities and solid waste management facilities are also in place and annually 
maintained.

Quality and Food Safety
SMPFC’s various plants and facilities, including those of its business partners and service providers, are required 
to maintain effective and sustainable Quality and Food Safety Management Systems to enable the delivery of 
products and services of the highest quality to consumers. 

SMPFC ensures that its facilities comply with applicable statutory and regulatory requirements in order to 
consistently provide products that meet and even exceed customer expectations. 

Plants and facilities are in compliance to Good Manufacturing Practices (GMP) requirements as per Department 
of Health (DOH) Administrative Order No. 153, Series of 2004, otherwise known as the Revised Guidelines on 
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Current Good Manufacturing Practice in Manufacturing, Packing, Repacking, or Holding Food, as well as to 
Department of Agriculture Administrative Order No. 21, Series of 2004 on the mandatory application of GMP in 
all National Meat Inspection Service (NMIS) “AA” accredited Meat Establishments. GMP, as required by NMIS, 
is implemented in all SMPFC meat plants and storage facilities whether rated “AA” or “AAA”.  

Hazard Analysis Critical Control Point (HACCP) ‑ based systems are in place to control food safety hazards in 
order to ensure that the Company’s products are safe for consumption at the time of sale. SMPFC “AAA”‑rated 
meat facilities have applied HACCP systems in the whole production process. 

Quality and Food Safety Management Systems established by the Company are structured in compliance with the 
Food Safety Act of 2013. SMPFC also complies with related standards and regulations, among which are the Code 
on Sanitation of the Philippines, DOH Administrative Order No. 2007‑0012, otherwise known as the Philippine 
National Standards for Drinking Water, and the Consumer Act of the Philippines, all geared to protect the supply 
of food and its consumers.

Training of key personnel of the Company was conducted under the Quality Personnel in Regulatory Affairs 
(QPIRA) program of the Food and Drug Administration of the Philippines. QPIRA is a 2‑day training 
accreditation aimed to provide guidance for food practitioners on product notification requirements to acquire 
marketing authorization. 

Quality and Food Safety compliance review of our food manufacturing facilities is a part of our persistent focus 
on quality and continual improvement.  

CODE OF ETHICS, WHISTLEBLOWING AND OTHER POLICIES

The Company adheres to the SMC Code of Ethics and Conduct that describes fundamental standards of conduct 
and values consistent with the principles of good governance and business practices, which guide and define 
the actions and decisions of the directors, officers and employees of the entire San Miguel Group of companies, 
including SMPFC.  

During the meeting of the Board of Directors of the Company on August 8, 2013, the Board approved the 
adoption of SMPFC’s own Code of Ethics that embodies the guidelines and principles on acceptable behavior and 
performance of the employees and business partners of the San Miguel Food Group, including their directors. 
It is aligned with the SMC Code of Ethics and Conduct, and supports SMC’s program on corporate governance.

The SMPFC Code of Ethics is the centerpiece program of the Company that integrates, as well as serves as the 
foundation for existing and future policies to be observed by the San Miguel Food Group employees and business 
partners.  It intends to enlist employees and business partners to SMPFC’s core purpose, value and envisioned 
future, thus engaging them to become more conscientious employees and committed stakeholders in the 
San Miguel Food Group.

Procedures are also established for the communication and investigation of concerns regarding the Company’s 
accounting, internal accounting controls, auditing, and financial reporting matters under a San Miguel 
group‑wide Whistleblowing policy.

The San Miguel Food Group will not tolerate retaliation in any form against a director, officer, employee or 
other interested party who, in good faith, raises a concern or reports a possible violation under 
the Whistleblowing policy. This policy, however, shall not be used for addressing or taking up 
personal grievances.

The full texts of the Code of Ethics, Whistleblowing policy and other related policies may be found at the 
Company’s corporate website.
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COMPLIANCE MONITORING 

To ensure adherence to corporate governance principles and best practices, the Board of Directors has appointed 
a Compliance Officer for the Company, Ms. Ma. Soleded E. Olives. The Compliance Officer is responsible for 
monitoring compliance by the Company with the provisions and requirements of its Manual on Corporate 
Governance, as amended from time to time, and the rules and regulations of the relevant regulatory agencies. 
The Compliance Officer holds the position of Vice President and has direct reporting responsibilities to the 
Chairman of the Board.

In August 2012, the Board approved the adoption by the Audit Committee, Nomination and Hearing Committee 
and Executive Compensation Committee, of their respective Charters, as reviewed and endorsed by each 
Committee. The Charters each outline the purpose, membership and qualifications, structure and operations, 
duties and responsibilities, reporting process and performance evaluation of the Audit Committee, Nomination 
and Hearing Committee and Executive Compensation Committee, as the case may be, and the procedures 
which shall guide the conduct of its functions, to ensure adherence by the Company to the best practices of good 
corporate governance. The full texts of said Charters may be viewed at the Company’s corporate website.

In November 2012, SMC completed the secondary offering of a portion of its common shares in the Company 
following the crossing of the shares at the PSE on November 21, 2012. The offer consisted of 25,000,000 
common shares, inclusive of an over‑allotment of 2,500,000 common shares, at a price of P240.00 per share. 
The completion of the secondary offering resulted in the increase of the Company’s public float to more than 10%, 
in compliance with the minimum public ownership requirement of the PSE for listed companies.

In July 2013, the Company submitted to the SEC its first Annual Corporate Governance Report (ACGR) for the 
period ended December 31, 2012. The ACGR is issued for the purpose of meeting the requirements of the Revised 
Code of Corporate Governance, which the Company has adopted in its Manual on Corporate Governance, 
in compliance with SEC directives. The ACGR, signed under oath by the Chairman of the Board, President, 
Compliance Officer and two independent directors of the Company, is available for viewing and download at the 
Company’s corporate website.

In March and June 2014, the Board of Directors approved further amendments to the Company’s Manual on 
Corporate Governance to align with recent SEC Memorandum Circulars. The latest amendments emphasize the 
role of stockholders and other stakeholders in the corporate governance framework, particularly in the exercise 
by the Board and Corporate Secretary of certain duties and responsibilities, and the material information 
disclosure obligation of the Company to its stockholders and such other stakeholders. The updated Manual is 
available for viewing and download at the Company’s corporate website.

The Company is assessed annually in accordance with the ASEAN Corporate Governance Scorecard for publicly 
listed companies in the ASEAN region.

On November 28, 2014, the Company attended the Annual Working Session on Corporate Governance of the 
Institute of Corporate Directors. At the end of the session, the individual scores of the Philippine corporations 
assessed pursuant to the ASEAN Corporate Governance Scorecard, were released. The Company continues to 
be recognized among the top 50 corporate governance practitioners in the country, with a total average score of 
90.3%. This is a substantial improvement from the previous year’s score of 80.7%.

In January 2015, in accordance with recent SEC pronouncements, the Company submitted a Letter‑Advisement 
to the SEC on the attendance of Directors at Board and stockholder’s meetings in the year 2014, and other related 
information. The Company then updated its ACGR with such information, as well as information previously 
reported throughout the year in its Current Reports (SEC Form 17-C) filed with the SEC. Consolidated ACGRs 
for the years 2014 and 2013 are posted in the Company’s corporate website. From time to time as necessary or 
appropriate, the Company updates its ACGR and posts the same in its corporate website, for the guidance of the 
investing public.
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ANNUAL TRAINING OR PROGRAM ON CORPORATE GOVERNANCE

The Company encourages its directors and officers to attend continuous professional education programs.  

The Company, together with SMC and its other listed subsidiaries, organizes an annual seminar or program on 
Corporate Governance for directors and key officers, in accordance with SEC regulations. In 2014, all incumbent 
directors and key officers of the Company, as well as its internal audit group head, attended a seminar on 
corporate governance conducted by a SEC-accredited training provider. On this basis, the Company certifies that, 
for 2014, it has complied with the provisions of its Manual on Corporate Governance, as amended to date.

WEB SITE

The Company’s amended articles of incorporation, amended by‑laws and policies, up‑to‑date information 
on the Company and its businesses and products, results of business operations, financial statements, career 
opportunities and other relevant information to encourage shareholders, including institutional shareholders, to 
attend the AGSM may be viewed at its corporate website www.sanmiguelpurefoods.com.
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CARMELO L. SANTIAGO
Chairman – Independent Director

EDGARDO P. CRUZ
Member – Independent Director

FERDINAND K. CONSTANTINO
Member

MENARDO R. JIMENEZ
Member

The Board of Directors
San Miguel Pure Foods Company Inc.

REPORT OF THE AUDIT COMMITTEE
For the year ended December 31, 2014 

The undersigned Audit Committee assists the Board of Directors of San Miguel Pure Foods 
Company Inc. (the “Company”) in its corporate governance and oversight responsibilities in 
relation to financial reporting, risk management, internal controls and internal and external audit 
processes and methodologies.

In fulfillment of these responsibilities, the Audit Committee performed the following in 2014:

• We endorsed for approval by the stockholders, and the stockholders approved the 
appointment of R.G. Manabat & Co., CPAs as the Company’s independent external auditors 
for 2014;

• We reviewed and approved the terms of engagement of the external auditors, including the 
audit, audit-related and any non-audit services provided by the external auditors to the 
Company and the fees for such services, and ensured that the same did not impair the 
external auditors’ independence and objectivity;

• We reviewed and approved the scope of the audit and audit programs of the external auditors, 
as well as the Company’s internal audit group, and have discussed the results of their audit 
processes and their findings and assessment of the Company’s internal controls and financial 
reporting systems;

• We reviewed, discussed and recommended for approval of the Board of Directors the 
Company’s annual and quarterly consolidated financial statements, and the reports required 
to be submitted to regulatory agencies in connection with such consolidated financial 
statements, to ensure that the information contained in such statements and reports presents a 
true and balanced assessment of the Company’s position and condition and comply with the 
regulatory requirements of the Securities and Exchange Commission and applicable laws; and

• We reviewed the effectiveness and sufficiency of the Company’s financial and internal 
controls, risk management systems, and control and governance processes, and ensured that, 
where applicable, necessary measures are taken to address any concern or issue arising 
therefrom.

All the four members of the Audit Committee, two of whom are independent directors, are 
satisfied with the scope and appropriateness of the Committee’s mandate and that the Committee 
substantially met its mandate in 2014.
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The Board of Directors and Stockholders 
San Miguel Pure Foods Company Inc. 
23rd Floor, The JMT Corporate Condominium 
ADB Avenue, Ortigas Center, Pasig City

We have audited the accompanying consolidated financial statements of San Miguel Pure Foods 
Company Inc. and Subsidiaries, which comprise the consolidated statements of financial position 
as at December 31, 2014 and 2013, and the consolidated statements of income, consolidated 
statements of comprehensive income, consolidated statements of changes in equity and 
consolidated statements of cash flows for each of the three years in the period ended 
December 31, 2014, and notes, comprising a summary of significant accounting policies and 
other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

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

Auditors’ Responsibility

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

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

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

PRC-BOA Registration No. 0003, valid until December 31, 2016
SEC Accreditation No. 0004-FR-3, Group A, valid until November 10, 2017
IC Accreditation No. F-2014/014-R, valid until August 26, 2017
BSP Accredited, Category A, valid until December 17, 2017

© 2014 R.G. Manabat & Co., a Philippine partnership and a member firm 
of the KPMG network of independent firms affiliated with KPMG International
Cooperative (“KPMG International”), a Swiss entity. KPMG International
provides no client services. No member firm has any authority to obligate 
or bind KPMG International or any other member firm vis-à-vis third parties,
nor does KPMG International have any such authority to obligate or bind any
member firm. All rights reserved.

REPORT OF INDEPENDENT AUDITORS

Telephone +63 (2) 885 7000
Fax +63 (2) 894 1985
Internet  www.kpmg.com.ph
E-Mail ph-inquiry@kpmg.com

R.G. Manabat & Co.
The KPMG Center, 9/F
6787 Ayala Avenue
Makati City 1226, Metro Manila, Philippines

Branches: Subic • Cebu • Bacolod • Iloilo
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