


TA
BL

E 
OF

 C
ON

TE
N

TS FINANCIAL 
HIGHLIGHTS

CHAIRMAN’S
MESSAGE

WORLDWIDE
REACH

BOARD OF
DIRECTORS

MANAGEMENT’S
DISCUSSION &
ANALYSIS

WHYTE &
MACKAY

BODEGAS
FUNDADOR

EMPERADOR
DISTILLERS, INC.

WHISKY

BRANDY

BRANDY

FINANCIAL
STATEMENTS

CORPORATE
INFORMATION

01

02

11

04

14

05

19

08

25

96



EMPERADOR INC. ANNUAL REPORT 20171

FI
N

AN
CI

AL
 H

IG
H

LI
GH

TS

NET 
PROFIT

REVENUES GROSS 
PROFIT

2015 2016 2017 2015 2016 2017 2015 2016 2017

6,
33
2,
31
9,
56
1

43
,6
45
,0
76
,6
84

41
,0
18
,1
01
,1
90

42
,6
55
,5
27
,5
44

15
,0
22
,5
36
,0
82

13
,6
78
,5
32
,1
02

14
,6
20
,6
17
,6
70

7,
69
3,
36
7,
23
3

6,
96
0,
05
6,
28
6

EBITDA

2015 2016 2017

9,
64
0,
76
2,
03
6

11
,0
22
,6
61
,7
75

9,
60
8,
71
4,
18
3



                     I cannot thank all our   
                     stakeholders enough for this
                     continued success. As we move   
                     on to 2018 and beyond,  
I remain truly confident that the vision and 
commitment that have sustained us for 
decades will remain our beacon for more 
achievements in the future.”“Year on year, we have met the challenges of the extremely 
competitive spirits industry.  We have successfully sustained 
domination of the Philippine market and made bold moves  
to explore global routes through our acquisition of major foreign 
brands.  We have kept a keen eye on the competition and acted 
swiftly and decisively to protect and grow our business.  But more 
importantly, we have stayed true to our commitment to constantly 
try to do even better, to seek out new opportunities and not rest  
on our laurels as we seek to strike a balance between profitability 
and market share.

Emperador Inc. recorded revenues of PHP42.7 billion in 2017, 
4% higher than year-ago revenues, with earnings amounting  
to PHP6.3 billion.  Of this, our brandy business contributed  
PHP30.4 billion and our whisky business, PHP12.3 billion.

We have invested considerable amount of resources to bring 
new exciting products to the Philippines and the rest of the world. 
Our premiumization efforts and our strategy to grow our business 
worldwide are underway. We are excited about the prospect  
of these initiatives.
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ANDREW L. TAN

A highlight of 2017 was Emperador’s acquisition, through Bodega Las Copas,  
of the Domecq brandies and wines. Along with our purchase of Fundador  
in 2016, this agreement fits perfectly with our company’s strategy to reinforce  
our leadership in the global brandy category.

Fundador continued to assert itself as a leading global brand.  In 2017,  
the San Francisco World Spirits Competition, America’s largest and most influential 
wine and spirit awards event judged by 41 highly respected spirit experts, 
bestowed the Gold Award to Fundador Supremo 15 years old Amontillado Cask 
and the Bronze Award to Fundador Exclusivo Solera Gran Reserva.    

Likewise, our whisky business had a milestone year with Whyte & Mackay Asia 
growing over 100% through its strategy of premiumization and being named the 
International Wine and Spirit Competition (IWSC) Scotch Producer of the Year. 

In the local market, despite stiff competition, we sustained our leadership 
through dynamic marketing and our reputation for product quality. We have 
created a brandy-drinking culture among Filipinos with our flagship Emperador 
brand.  We are now well on our way to replicate this success in the relatively 
nascent domestic whisky market through our wide range of brands and offers.  
We expect an evolution brought about by improving Philippine economy  
and growing income of the middle class and are in an excellent position to 
capitalize on this.

Focus, alignment and hard work delivered for us again in 2017.  I cannot thank 
all our stakeholders enough for this continued success. As we move on to 2018 
and beyond I remain truly confident that the vision and commitment that have 
sustained us for decades will remain our beacon for more achievements  
in the future.
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2
017 was another strong year for Whyte and Mackay as all regions of the business grew.
The Dalmore was again a material growth driver through both the Core Range and the Rare 
Expressions. It was of particular note that The Dalmore 50 year old, celebrating Masterblender 
Richard Paterson’s 50 years in the Scotch industry generated significant demand, with all those 

available for sale sold. These serve to demonstrate how highly Dalmore is regarded at the very apex  
of the Scotch whisky category. 

Jura was also a major profit contributor in the year with a significant launch of the re-designed range  
in the US. This bottle and packaging upgrade has enjoyed widespread acclaim and will be rolled out  
globally in 2018 together with an exclusive travel retail range.
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Our third Single Malt brand, Tamnavulin,  
had a very successful second year since launch, 
with distribution gains across UK and Europe. 
The design and affordable price point of this 
brand clearly meet a consumer demand  
and in 2018 we expect to take the brand  
to other markets.

We also launched a new Blended Malt brand 
in 2017 called Shackleton, with a brand story 
based on the whisky that Ernest Shackleton 
took on his Antarctic exploration and which was 
found under the ice 100 years later.  This brand 
was launched initially in the UK, US and Travel 
Retail and has resonated well with consumers. 
We expect to take this brand into broader 
distribution in 2018.

Within Blends, volumes have grown 
particularly through our customer-centric 
Private Label business, where our efficient  
and effective service offering of quality spirits  
is very well regarded.
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We have also continued to invest across  
the business for future growth. We have 
maintained a strong level of strategic marketing 
support across our expanding brand portfolio 
and we have increased our commercial 
resources in key disciplines and geographies. 
Moreover, we have again invested in the assets 
of the business to improve efficiency and 

flexibility and have continued to invest  
in barrels, ensuring our spirit quality remains  
at the highest levels. In summary, Whyte and 
Mackay continues to make good progress  
and to build material shareholder value,  
and with the award of the IWSC Scotch Producer 
of the Year 2017 title, its global excellence  
was recognized.
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I
n 2017, Fundador strengthened its position as a leading global brand by consolidating gains in all its 
markets through the acquisition of more market share, disruptive innovation and premiumization.

Terry Centenario and Fundador Solera won market share in value in Spain, the second most 
important brandy market in the world. The two brands achieved the same in the mature and 

competitive Mexican market. Similarly, Tres Cepas and Fundador Solera gained share in the Guinea 
market as did Fundador Solera in Italy.
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EMPERADOR INC.

Fundador’s brandy products have likewise 
conquered new and high potential markets such 
as Brazil, Colombia, Taiwan, Macao, Middle East, 
Ghana and Nigeria.

The bold move of using Terry White, as part 
of our disruptive innovation strategy based  
on white brandy targeted millennial drinkers,  
paved the way for a promising future in recruiting 
new consumers for the brandy market.

Within the premiumization focus, we have 
successfully launched Fundador Supremo 12YO, 
15YO and 18YO in the Asian markets through 
the Duty Free channel.

Fundador Supremo 18YO, named “Brandy  
of the Year” at the 2017 China Wines and Spirits 
Awards, spearheaded a new Super Premium 
category within the brandy segment that 
targets new consumers of the single malt  
and cognac segments. 
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Harveys Bristol Cream continued to 
dominate the worldwide cream sherry market, 
particularly in the UK, USA and Canada.   
Harveys VORS Amontillado was awarded  
“Best Wine in the World” at the 2016 IWSC.

The year 2017 was highlighted by more 
international accolades.  In the San Francisco 
World Spirits Competition, America’s largest  
and most influential wine and spirit event 
judged by 41 highly respected judges,  
Fundador Supremo 15 years old Amontillado 
Cask won the Gold Award while Fundador 
Exclusivo Solera Gran Reserva got the Bronze. 
Harveys Sherry, the United Kingdom’s number 
one sherry and only Spanish wine holding  

a Royal Warrant, won 27 awards in the 
industry´s most prestigious wine events, 
including the International Wine & Spirit 
Competition, the International Wine Challenge 
and the Decanters Awards.

The most recent recognition of Bodegas 
Fundador’s achievements was the 2017 
“Fortified Wine Producer of the Year” bestowed 
by the IWSC. 

In summary, Fundador further established 
itself as the purveyor of quality world-class 
brandies, spirits and wines in 2017 as it achieved 
progress in mature markets and made significant 
headway in the conquest of new ones.
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E
mperador took a bold step and stunned the Philippine spirits industry in 2017 with  
its “Tama Ka Dyan” campaign that positioned its flagship brand Emperador Light Brandy  
as a stronger alternative to beer.  

Supported by a massive TV, radio and digital campaign, Emperador Light 350ml  
was introduced to the public as Bunso, a Filipino term of endearment for the youngest sibling.  
With Coco Martin, one of Philippines’ most popular actors as endorser, the communication delivered  
the simple direct message that based on alcohol content, Emperador Light is six times stronger than beer. 
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The message appealed to value-conscious 
drinkers, including millennials, and Emperador 
Bunso has since gained entry into even  
more outlets.  

As the market leader, Emperador continues 
to build on memorable drinking experiences  
as it successfully establishes itself as the brand 
of choice among its target markets.

Emperador continues to be at the forefront 
of developing innovative products for the spirits 

market.  With the emerging demand for trendy 
drinks to stir the interest of current and future 
liquor lovers, the Company launched Emperador 
Hotshot in May 2017 and Emperador Red  
in October 2017.

Emperador Hotshot is a brandy shooter 
spiced with a fiery delicious cinnamon flavor  
to deliver a smooth, sweet and spicy kick.  A great 
way to start and keep every party hot, Emperador 
Hotshot targets young and daring drinkers.
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The country’s most popular young stars, 
James Reid and Nadine Lustre, were enlisted  
as celebrity endorsers to establish and reinforce 
the connection with millennial drinkers.   
The brand was initially launched via social 
media and then promoted through successful 
hot party launches and clubbing experience 
held at hundreds of famous bars in key cities 
nationwide.  The brand also took a much more 
interactive approach digitally, creating buzz 
throughout Facebook and Instagram.  With a hot 
new offer and aggressive and ingenious ways 
of talking about the product, Emperador is truly 
winning over the next generation of drinkers.

Filipinos work hard and deserve to be 
rewarded.  Emperador Red was launched 
specifically for blue-collar workers who toil  
day and night to make a living.

Emperador Red has the rich robust taste, 
aroma, golden dark color and smoothness  
of Emperador Light Brandy, but with a stronger 
alcohol kick at a more affordable price – the perfect 
combination to celebrate each day’s “tagumpay”.

The brand was introduced through powerful 
TV and radio commercials and a massive  
experiential marketing campaign on mixed 
brandy drinks. With Emperador Red, Emperador 
makes a new play to establish itself as more 
than just a drink maker but rather a creator  
of drinking experiences.
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Dr. Andrew L. Tan has been Director and Chairman of the Board of Emperador, 
Inc. since August 28, 2013 and concurrently the Chairman of Emperador Distillers, Inc.

He is also the Chairman of the Board and Chief Executive Officer of Alliance 
Global Group, Inc., the parent company of Emperador, Inc.; Megaworld 
Corporation and its subsidiaries Global-Estate Resorts, Inc. and Empire East Land 
Holdings, Inc.; and Travellers International Hotel Group, Inc.  

Dr. Tan pioneered the live-work-play-learn model in the real estate 
development through the Megaworld Corporation’s integrated township 
communities, fueling the growth of the business process outsourcing (“BPO”) 
industry, food and beverage, and quick service restaurants industries. Mr. Tan  
is concurrently the Chairman of the Board and President of Megaworld Land,Inc., 
Megaworld Globus Asia, Inc., Megaworld Newport Property Holdings, Inc., Mactan 
Oceanview Properties and Holdings, Inc., Richmonde Hotel Group International 
Limited, The Bar Beverage, Inc. and Yorkshire Holdings, Inc.

He is likewise the Chairman of Alliance Global Group Cayman Islands, Inc., 
Alliance Global Brands, Inc., Suntrust Properties, Inc., Adams Properties, Inc., 
Consolidated Distillers of the Far East, Inc., and Townsquare Development, Inc. 
He sits in the boards of Eastwood Cyber One Corporation, Megaworld Cayman 
Islands, Inc., Forbes Town Properties & Holdings, Inc., Gilmore Property Marketing 
Associates, Inc., Megaworld Central Properties, Inc., Raffles & Company, Inc.,  
and The Andresons Group, Inc. He is the Vice-Chairman and Treasurer of Golden 
Arches Development Corporation and Golden Arches Realty Corporation and  
a Director and Treasurer of Andresons Global, Inc.

Mr. Tan graduated Magna Cum Laude from the University of the East with  
a degree of Bachelor of Science in Business Administration.BO
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Mr. Winston S. Co was first elected as Director and President of Emperador, 
Inc. on 28 August 2013.  He has been Director and President of Emperador 
Distillers, Inc. since 2003 and currently a Director of Alliance Global Group, Inc.,  
the parent company of Emperador, Inc.

Mr. Co’s  field of expertise is in finance and marketing of consumer products. 
He is concurrently Chairman and President of New Town Land Partners, Inc.; 
Chairman of Anglo Watsons Glass, Inc.; a Director of Alliance Global Brands, Inc., 
Forbes Town Properties & Holdings, Inc., McKesterPik-Nik International Limited, 
Raffles & Company, Incorporated, and The Bar Beverage, Inc.; and Senior Vice 
President of The Andresons Group, Inc.

Mr. Co is a Magna Cum Laude graduate of Jose Rizal College with a Bachelor  
of Science in Commerce.

KATHERINE L. 
TAN
Director and Treasurer

Ms. Katherine L. Tan was first elected as Director and Treasurer of Emperador, 
Inc. on 28 August 2013 and has been Director and Treasurer of Emperador 
Distillers, Inc. since 2003,  and of Alliance Global Group, Megaworld Corporation,  
Alliance Global Brands, Inc., Yorkshire Holdings, Inc., and New Town Land Partners, 
Inc. She is currently the Chairman and President of Andresons Global, Inc. and 
Choice Gourmet Banquet, Inc.; Director and President of The Andresons Group, 
Inc., Consolidated Distillers of the Far East, Inc., and Raffles & Company, Inc.

Ms. Tan graduated from St. Scholastica’s College with a degree in Nutrition.

WINSTON S. CO
Director and President
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Mr. Kendrick Andrew L. Tan was first elected as Director of Emperador, Inc. 
on 28 August 2013. He has served as Corporate Secretary and Executive Director 
of Emperador Distillers, Inc. since 2007. He heads the Research & Development 
Division of Emperador Distillers, Inc. He is concurrently Director of Anglo Watsons 
Glass, Inc., Consolidated Distillers of the Far East, Inc., Emperador Brandy, Inc.,  
The Bar Beverage, Inc., The Andresons Group, Inc., and Yorkshire Holdings, Inc.

Mr. Tan graduated from Southern New Hampshire University with a degree  
in Bachelor of Science in Accountancy.

Mr. Kevin Andrew L. Tan , was elected as Director of Emperador Inc.  
on 04 October 2017. He is Executive Director of Alliance Global Group, Inc.  
and Director of Global-Estate Resorts, Inc. and Empire East Land Holdings, Inc.   
He is a Director of Emperador Distillers, Inc., and of Alliance Global Brands, Inc.,  
Anglo Watsons Glass, Inc., Yorkshire Holdings, Inc., The Bar Beverage, Inc., 
Emperador Brandy, Inc., New Town Land Partners, Inc., and Consolidated Distillers 
of the Far East, Inc.

Mr. Tan has over 11 years of experience in retail leasing, marketing and 
operations.  He currently heads the Commercial Division of Megaworld Corporation, 
which markets and operates the Megaworld Lifestyle Malls, including Eastwood Mall, 
The Clubhouse at Corinthian Hills in Quezon City, Venice Piazza at McKinley Hill, 
Burgos Circle at Forbestown Center, and Uptown Mall, all in Fort Bonifacio, Newport 
Mall at Resorts World Manila in Pasay City, and Lucky Chinatown Mall in Binondo, Manila.  

He holds a degree in Business Administration major in Management from the 
University of Asia and the Pacific. 
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Mr. Alejo L. Villanueva, Jr. was first elected as Independent Director  
on 28 August 2013. He is also an Independent Director of Alliance Global Group, 
Inc., Empire East Land Holdings, Inc. and Suntrust Home Developers, Inc.

Mr. Villanueva is a Director of First Capital Condominium Corporation,  
a non-stock non-profit corporation. He is also the Chairman of Ruru Courier 
Systems, Inc. and Vice Chairman of Public Relations Counselors Foundations 
of the Philippines, Inc. He is a professional consultant with more than 20 years 
experience in the fields of training and development, public relations,  
community relations, institutional communication, and policy advocacy.  
He has done consulting work with the Office of the Vice President, the Office  
of the Senate President, the Commission on Appointments, the Securities  
and Exchange Commission, the Home Development Mutual Fund, the Home 
Insurance Guaranty Corporation, Department of Agriculture, Philippine National 
Railways, International Rice Research Institute, Rustan’s Supermarkets, Louis 
Berger International, World Bank, Ernst & Young, Chemonics, Price Waterhouse, 
Andersen Consulting, Renardet S.A., Western Mining Corporation, Phelps Dodge 
Exploration, and Marubeni Corporation. Mr. Villanueva obtained his bachelor’s 
degree in Philosophy from San Beda College, summa cum laude.

He has a master’s degree in Philosophy from the University of Hawaii 
under an East-West Center Fellowship. He also took up special studies in the 
Humanities at Harvard University. He studied Organizational Behavior at INSEAD 
in Fontainebleau, France. He taught at the Ateneo Graduate School of Business,  
the UST Graduate School, and the Asian Institute of Journalism.

ALEJO L.
VILLANUEVA, JR.
Independent Director
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Mr. Enrique M. Soriano III was first elected as Independent Director  
of the Company on May 16, 2016. He is also an Independent Director  
of Travellers International Hotel Group, Inc. 

Mr. Soriano is the Executive Director of the Wong & Bernstein Strategic 
Advisory Group and a member of the Philippine Marketing Association.  
He is the Chief Advocacy Officer of Asia America Policy Institute and Consultant 
of International Finance Corporation/World Bank Group. He is a Family 
Business Coach, Book Author, Professor of Global Marketing, Program Director 
for Real Estate and former Chairman of the Marketing Cluster of the Ateneo 
Graduate School of Business. He is also the Past President of Association  
of Marketing Educators.

Mr. Soriano holds a B.A. in History from the University of the Philippines,  
an MBA from De La Salle University, and Doctorate Units at the UP National 
College of Public Administration.  He also pursued Executive Education  
at the National University of Singapore Business School.
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• Revenue growth – measures the percentage change in revenues over a 
designated period of time

• Net profit growth – measures the percentage change in net profit over a 
designated period of time.

• Gross profit margin – computed as percentage of gross profit [which is sales 
less cost of sales] to sales – gives indication of pricing, cost structure and 
production efficiency.

• Net profit rate– computed as percentage of net profit to revenues - measures 
the operating efficiency and success of maintaining satisfactory control of costs

• Return on assets [or capital employed] – the ratio of net profit to total assets 
- measures the degree of efficiency in the use of resources to generate net 
income

• Current ratio – computed as current assets divided by current liabilities – 
measures the ability of the business to meet its current obligations.  To measure 
immediate liquidity, quick assets [cash, marketable securities, accounts 
receivables] is divided by current liabilities.

MANAGEMENT’S DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

The Group had expanded its geographic footprint both in the Philippines and across the 
globe.  From the Philippines, it found ground in Spain in early 2013 and February 2014, 
with the acquisition of Bodega San Bruno and investment in Bodega Las Copas (“BLC”), 
respectively. From Spain, business opportunity knocked in UK so the Group acquired 
Whyte and Mackay (“WMG”) in October 2014. The Group returned its sight in Spain 
with the acquisition of brandy and sherry business under Bodegas Fundador in March 
2016 (a deal inked in November 2015) and the acquisition of Domecq brandy and wine 
brand portfolio and related assets in March 2017 (a deal inked in December 2016, and 
transferred/consolidated to the Group in September 2017). These provided platforms 
for international expansion and domestic premiumization for Emperador. 

Having set the groundworks, Emperador moved on to brand investments in 2017.
  
BLC is a joint venture which is accounted for under the equity method. 

KEY PERFORMANCE INDICATORS

        % Growth
In Million Pesos 2017 2016 2015 2017 2016
Revenues P 42,656 P 41,018 P 43,645 4.0 -6
Net profit P  6,332 P 7,693 P 6,960 -17.7 10.5
Total assets P  111,536 P 94,302 P 98,259 18.3 -4
Total current assets P  51,248 P 42,290 P 59,193 21.2 -28.6
Total current liabilities P  16,837 P 11,913 P 39,489 41.3 -69.8
Gross profit margin    % 34.64 37.14 31.61  
Net profit rate %            14.85 18.76 15.95  
Return on assets % 5.7 8.16 7.08  
Current ratio 3.04x 3.55x 1.50x  
Quick ratio 1.49x 1.76x 1.08x  
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The Group is presented into two segments: Scotch Whisky (representing the UK 
operations) and  Brandy (representing the Philippine and Spanish operations, including 
the Fundador and Domecq operations starting March 2016 and September 2017, 
respectively).

MANAGEMENT’S DISCUSSION AND ANALYSIS

[2016]

BRANDY
71%
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TOTAL REVENUES 2019

2015 2016 2017

10.7%

30.6%

4.0%6.0% 3.8%

9.6%

BRANDY SCOTCH WHISKYGROUP

TOTAL REVENUES

43,645 41,018 42,656 27,120 29,573 30,392 16,525 11,445 12,264

31.6%

38.9%

19.7%

37.1%

40.2%

27.6%

34.6%

2.7%

8.7%

20.1%

9.8%

14.0%

3.6%

35.2%

30.1%

GPR

2015 2016 2017

GROSS PROFIT

BRANDY SCOTCH WHISKYGROUP

13,679 15,023 14,621 10,424 11,885 10,852 3,255 3,138 3,769

16.0%

21.6%

6.7%

18.8%

22.1%

9.1%

14.8%

17.7%

24.6%

26.1%

10.5%

13.5%

5.1%

16.1%

10.5%

2015 2016 2017

NET PROFIT

BRANDY SCOTCH WHISKYGROUP

NPR

6,960 7,693 6,332 5,856 6,646 5,012 1,104 1,047 1,320

Year Ended December 31, 2017 Compared With Year Ended December 31, 2016

Revenues

Total revenues reached P42,656 million this year as compared to P41,018 million  
a year ago, a modest hike of 4.0% attributed to strong sales from offshore subsidiaries. 

The Scotch Whisky segment turned over revenues to external customers higher by 
7.2% year-on-year. Own Scotch whisky labels The Dalmore and Jura remained to be 
the growth drivers, with strong sales of Core Range and Rare Expressions (Dalmore 18, 
25, King Alexander III and Vintage) in UK, Asia, USA, Greater Europe, Latin America and 
Travel Retail. More importantly, the biggest market in Asia is now the biggest Dalmore 
market in the world. Jura, with new bottle and packaging upgrade, has a significant 
launch of the re-designed range in the US.  

The Brandy segment on the other hand, turned over revenues to external customers 
higher by 2.8% year-on-year. Spanish brandies Fundador, and Terry Centenario and 
Harveys Bristol Cream sherry enjoyed a good year, with sales growing in Spain, UK and 
the Philippines. It was a challenging year for Emperador Brandy. Total sales of the Group 
improved 4.4% to P42,206 million from P40,447 million a year ago.

Other revenues went down 21.3% to P449 million this year due to lower net results from 
BLC which resulted in lower share in net profit recorded for this year, and the foreign 
exchange gains reported in 2016.

Costs and Expenses
Total costs and expenses amounted to P34,820 million this year from  
P31,582 million a year ago, up 10.2% year-on-year primarily from the Brandy business 
which, including intersegment purchases, increased 14.8% year-on-year.

Cost of Goods Sold
Costs increased 8.5% primarily due to higher costs in the Brandy segment,  
which grew faster than sales, while Scotch Whisky segment’s costs inched 2.2% from a 
year ago. Such increase is attributed to high cost of wine, new bottles and packaging for 
the new and re/packaged products this year.

Gross Profit
Gross profit margins (GPM) on consolidated level remained healthy at 35%  
in 2017 and 37% in 2016. The GPMs of the Brandy and Scotch Whisky segments were 
respectively posted at 35% and 30% in 2017 and 40% and 28% in 2016. 
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Other operating expenses
Other operating expenses were up 8.3% to P5,810 million from P5,364 million, 
mainly due to advertising and promotions which include strategic marketing 
spends (new products launched this year Terry White in Spain, Shackleton  
in UK, Emperador Hotshot and RED in Philippines), salaries and employee benefits 
(due to more employees and new positions created) and supplies (UK is changing 
datalinks network to all locations, which would result in fall in telephone costs  
in the long run). Professional fees went down from Brandy business’s professional fees 
paid in 2016.

Other charges
Other charges swelled 79.4% to P1,425 million from P794 million due to unrealized 
foreign exchange loss and the interest expense on new loans reported by Spain. 

Profit before Tax
As a result of the foregoing, profit before tax ebbed 17.0% to P7,835 million from  
P9,436 million in 2016.

Tax Expense
Tax expense was reduced by 13.7% to P1,503 million from P1,742 million a year ago due 
to lower taxable income.

Net Profit
As a result of the foregoing, net profit clipped by 17.7% to P6,332 million from P7,693 
million a year ago.

Year Ended December 31, 2016 Compared With Year Ended December 31, 2015

Revenues
Total revenues were reported at P41,018 million this year as compared to P43,645 million 
a year ago, a 6.0% slowdown attributed primarily to the termination at end-2015 of the 
distribution of an agency brand from the Scotch whisky business. Own Scotch whisky 
labels, led by Dalmore and Jura, were driving offshore growth particularly in USA, Europe, 
Latin America and Travel Retail. The brandy business, which combined Emperador and 
Fundador brands, on the other hand, turned over revenues higher by 10.7% year-on-year. 

Other revenues grew 51.4% to P571 million this year due to higher net results 
from BLC which in turn resulted in higher share in net profit recorded for this year,  
and higher interest income and foreign exchange gains as compared to a year ago.

MANAGEMENT’S DISCUSSION AND ANALYSIS

Costs and Expenses
Total costs and expenses went down by 10.3% to P31,582 million in 2016  
from P35,195 million a year ago, primarily due to Scotch whisky business. 

Cost of Goods Sold
Costs decreased by 14.1% primarily due to the cost attributed to the agency brand which 
was no longer carried in 2016. The brandy segment, meanwhile, increased costs during 
the year by 8.1% primarily due to expanded sales which was beefed up by Fundador’s 
ten-month sales.

Gross Profit
Gross profit improved by 9.8% to P15,022 million in 2016 from P13,678 million in 2015. 
The brandy segment’s gross profit rate for 2016 was up at 40% as compared to 39% a 
year ago due to cost efficiencies. The Scotch whisky segment, which has a relatively low 
gross margin, likewise, improved its GP rate to 28% this year from 20% a year ago. On a 
consolidated level, gross profit rates were 37% and 32% for 2016 and 2015, respectively.  

Other operating expenses
Selling and distribution expenses expanded by 8.0% to P3,511 million from  
P3,250 million, mainly due to strategic marketing spend by Whyte and Mackay on its core 
malt brands. General and administrative expenses were maintained at P1,853 million 
from P1,828 million. The general and administrative expenses in the Scotch whisky 
business were down due to provisions made in 2015 which related to US franchise 
states while those of the brandy business went up due to professional fees paid in 2016.

Other charges
Other charges climbed to P794 million from P528 million primarily due the interest 
expense on loans.

Profit before Tax
As a result of the foregoing, profit before tax was up by 11.7% to P9,436 million  
in 2016 from P8,450 million in 2015.

Tax Expense
Tax expense was up 17.0% to P1,742 million from P1,490 million a year ago due to 
higher taxable income.

Net Profit
As a result of the foregoing, net profit  by 10.5% to P7,693 million from P6,960 million  
a year ago.
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FINANCIAL CONDITION

December 31, 2017 and 2016

Total assets amounted to P111,536 million as of December 31, 2017, a 18.3% increase 
from P94,302 million as of December 31, 2016. The Group is strongly liquid with current 
assets exceeding current liabilities 3.04 times by the end of the current year. 

Trade and other receivables rose 38.5% or P4,146 million, primarily due to higher sales 
in the lead up to Christmas holidays and advances to suppliers for raw materials for the 
second distillery in Batañgas (which started operations in mid-March 2018). There were 
also receivables from the newly-consolidated Mexican subsidiaries at year-end.

Financial assets at fair value through profit or loss at end-2017 represent gains on market 
valuation of financial instruments which were a reversal of loss valuation at end-2016 
which, in turn, was shown under financial liabilities at fair value through profit or loss.  

Inventories increased by 21.4% or P4,432 million, primarily due to inventories at Domecq 
and Bodegas Garvey and higher fillings of Scotch whisky. There were also new packaging 
materials purchased for aged Scotch whisky and for brandy products.

Prepayments and other current assets soared 63.8% or P371 million due to additions 
coming from Spain, particularly from the new subsidiaries DBLC and CBSP and from 
Fundador. These are mostly due to timing of prepayments.

Investment in a joint venture, which pertains to Investment in BLC, decreased by 
19.1% or P765 million primarily from the reduction in capitalization at BLC which was 
transferred to DBLC. 

Property, plant and equipment escalated by 25.7% or P5,392 million mainly due to 
acquired assets relating to Bodegas Garvey in Spain and Domecq in Mexico. Also, a 
second distillery is being constructed in Batangas (which started operations mid-March 
2018) and a glass furnace in Laguna had undergone rehabilitation (it started operations 
in second half of 2017).

Intangible assets rose 15.9% or P4,103 million from the trademarks which were 
part of the assets acquired relating to Bodegas Garvey in Spain and Domecq  
in Spain and Mexico. These trademarks included the Mexican brandies Don Pedro, 
Presidente and Azteca de Oro.

Other non-current assets shrank 35.7% or P454 million with the completion of purchases 
with deposits at last year end. 

The current interest-bearing loans rose 55.6% or P1,486 million due to additional 
drawdown from a revolving facility used for the purchase of stocks and capital 
expenditures in the Scotch Whisky segment and currently maturing portions of long-
term bank loans. The non-current interest-bearing loans jumped 34.2% or P7,336 million 
from new loans incurred in Spain to finance the acquisitions of Bodegas Garvey and 
Domecq assets. The restructuring at BLC in transferring the Domecq assets included 
the related loans as well. 

Trade and other payables went up 41.0% or P3,514 million, mainly from trade payables 
and accruals incurred by CBSP and DBLC which were new subsidiaries  consolidated this 
year. Income tax payable decreased 7.3% or P47 million primarily from lower unpaid 
taxes by the Group at current year-end.

Accrued interest payable at end-2016 pertained to the fixed interest accrued on the 
equity-linked debt securities which was settled during the year after the parties agreed 
to apply the accruing interest as consideration for the holder’s acquisition of EMP 
common shares in 2017. The fixed interest provision was amended to 0% in 2017.

Provisions refer to the amount provided by WMG for leased properties located in 
Scotland.  Provisions went down by 7.8% or P37 million due to dilapidation payments 
for the head office which is now vacated. 

Deferred tax liabilities are attributed to the UK group.  These are net of deferred tax 
assets of EDI and AWGI.

Retirement benefit obligations decelerated 88.4% or P885 million, driven by the increase 
in the fair value of plan assets.

Accumulated translation adjustments refer to the difference resulting in the translation 
of the foreign subsidiaries’ financial statements to Philippine pesos.  Monetary assets 
and liabilities are translated at the closing rate and income and expenses at average 
exchange rates. The accumulated balance of the account is reflective of the depreciation 
in the value of Philippine peso and/or foreign currencies.

Treasury shares pertain to the acquisition cost of the shares that have been brought 
back from the market pursuant to the Company’s ongoing buyback program.

Conversion options represent the equity component of the equity-linked securities.  

MANAGEMENT’S DISCUSSION AND ANALYSIS
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Share options pertain to the options granted to qualified employees of the Group 
pursuant to an approved employee share option plan. The increment of 86.9% or 
P27 million was a result of recognition of additional share options for the year with a 
corresponding debit to Investments in EDI account.

Revaluation reserves jumped 99.0% or P624 million due to actuarial gain  
on retirement benefit obligations booked by WMG.
 
Non-controlling interest pertains to the minority interest in DBLC, a newly-incorporated 
subsidiary  consolidated by end-2017. A small portion refers to the redeemable, non-
reissuable, non-participating preferred shares of AWGI issued to Arran in 2015. 

December 31, 2016 and 2015

Total assets amounted to P94,302 million as of December 31, 2016 which is 4.0% down 
from P98,259 million as of December 31, 2015. The Group is strongly liquid with current 
assets exceeding current liabilities 3.55 times by the end of the current year. 

Cash and cash equivalents dipped by 65.1% or P19,004 million in 2016 with the 
completion of the Bodegas Fundador acquisition, Tradewind acquisition, the debt 
repayments, and dividend payment.  The Group ended 2016 with P10,174 million in its 
coffers from P29, 178 million at beginning of year. 

Trade and other receivables fell by 20.7% or P2,813 million, primarily due to higher 
collections from customers and related parties.

Inventories increased 29.0% or P4,665 million, primarily from the maturing inventories 
of newly-acquired Bodegas Fundador and additions in WMG. WMG is currently laying 
down stocks for future growth.

Prepayments and other current assets soared 76.3% or P252 million due to timing 
of prepayments and subsequent charging to profit or loss of insurance, advertising, 
product cost,  and overheads.   

Investment in a joint venture increased primarily from the share in net profits of BLC 
for 2016.

Property, plant and equipment were up by 46.8% or P6,682 million primarily from the 
acquired assets of Bodegas Fundador and Tradewind.

Intangible assets rose by 45.2% or P8,023 million from the four acquired trademarks 
(Fundador, Terry Centenario, Harveys and Tres Cepas) and goodwill in the acquisition of 
Bodegas Fundador business.

Other non-current assets shrank 59.7% or P1,884 million with the completion of 
the Bodegas Fundador acquisition. The P2,850 million deposit paid last year for this 
acquisition was applied and closed upon completion in February 2016. The end-2016 
balance included deposit for the Mexican brandy assets and acquired mortgage 
receivable on a leased bottling plant, which will decrease as rentals are billed.  

Trade and other payables were reduced by 43.5% or P6,604 million as trade liabilities 
and advances from related parties were settled during the year. 

Financial liabilities at fair value through profit or loss result from lower market values of 
foreign exchange contracts by the end of 2016. 

Income tax payable increased by 53.3% or P225 million, due to higher taxes at end of year.

The non-current interest-bearing loan refers to the €370 million short-term loan in 2015 
which was refinanced into a five-year term loan in 2016, and the P2,000 million five-
year bank loan obtained for the completion of construction and related equipment of 
the Balayan distillery plant. The current interest bearing loans at end-2016 represent 
outstanding amounts of drawdown in a three-year revolving credit facility which was set 
up in 2016. All the other short-term loans in 2015 had been  settled in 2016.
 
Accrued interest payable grew 98.5% or P279 million from interest accrued on the 
equity-linked debt securities issued to Arran. This accrued interest is not yet due and 
will be payable at the time of instrument conversion or maturity.  

Provisions refer to the amount provided by WMG for leased properties located  
in Scotland.  Provisions for onerous lease and dilapidations went down by 39.5%  
or P314 million due to dilapidation payments for the old head office now vacated and 
onerous lease provisions on spaces that now have new tenants.

Deferred tax liabilities are attributed to the UK group.  These are net of deferred tax 
assets of EDI and AWGI.

Retirement benefit obligations escalated by 115.6% or P537 million from the additions 
booked by WMG.

Accumulated translation adjustments refer to the resulting difference in the translation 
of the foreign subsidiaries’s financial statements to Philippine pesos.  Monetary assets 
and liabilities are translated at the closing rate and income and expenses at average 
exchange rates. The accumulated balance of the account is reflective of the depreciation 
in the value of Philippine peso and/or foreign currencies.

MANAGEMENT’S DISCUSSION AND ANALYSIS
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Revaluation reserves were reduced substantially by P671 million due to actuarial loss on 
retirement benefit obligations booked by WMG.
 
Non-controlling interest refers to the redeemable, non-reissuable, non-participating 
preferred shares of AWGI issued to Arran in 2015. 

LIQUIDITY AND CAPITAL RESOURCES

The Group sourced funds from operations and loans and borrowings.  The Company 
expects to meet its working capital requirements for the ensuing year primarily from 
available funds at year-end plus cash flows from operations.  It may also from time to time 
seek other sources of funding, if necessary, which may include debt or equity financings, 
depending on its financing needs and market conditions.

PROSPECTS FOR THE FUTURE

A new era unfolds for Emperador, an era that will usher new ideas, new products, new 
results. The acquisitions in Spain and Mexico strengthen the Group’s position as the 
world’s largest brandy company in the world; and these, together with the Scotch whisky 
and Spanish sherry, add to the long heritage and prestige of Emperador.  Having set the 
groundworks, the Group is best positioned to capitalize on premiumization opportunities 
and on innovation with its high-quality aged inventory.  

OTHER MATTERS

Except for what have been noted:

There were no other known material events subsequent to the end of the year that 
would have a material impact in the current year.

There are no other known trends or demands, commitments, events  
or uncertainties that will result in or that are reasonably likely to result in the 
Group’s liquidity increasing or decreasing in any material way.  The Group does 
not have nor anticipate having any cash flow or liquidity problems.  The Group 
is not in default or breach of any note, lease or other indebtedness or financing 
arrangement requiring it to make payments.  

There are no other known events that will trigger direct or contingent financial 
obligation that is currently considered material to the Group, including any 
default or acceleration of an obligation.  There are no other material off-balance 
sheet transactions, arrangements, obligations, and other relationships with 
unconsolidated entities or other persons created during the reporting period.  

There are no other known trends, events or uncertainties that have had or that 
are reasonably expected to have a material favorable or unfavorable impact on 
net sales or revenues or income from continuing operations.  There are also no 
known events that will cause material change in the relationship between costs 
and revenues. 

There are no other significant elements of income or loss that did not arise from 
continuing operations.  

There were no other material issuances, repurchases or repayments of debt and 
equity securities.

The business has no seasonal aspects that had a material effect on the financial 
condition and results of operations of the Group.

MANAGEMENT’S DISCUSSION AND ANALYSIS
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STATEMENT OF MANAGEMENT’S RESPONSIBILITY 
FOR CONSOLIDATED FINANCIAL STATEMENTS  
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2017 AND 2016
(AMOUNTS IN PHILIPPINE PESOS) 
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2017, 2016, AND 2015
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2017, 2016, AND 2015
(AMOUNTS IN PHILIPPINE PESOS) 
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CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2017, 2016, AND 2015
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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