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INDEPENDENT AUDITORS REPORT

The Stockholders and the Board of DirectorsJollibee Foods
Corporation10th Floor, Jollibee Plaza BuildingNo. 10 Emerald
Avenue, Ortigas CentrePasig City

We have audited the accompanying consolidated financial
statements of Jollibee Foods Corporationand its subsidiaries, which
comprise the consolidated statements of financial position as
atDecember 31, 2012 and 2011, and the consolidated statements of
comprehensive income, statementsof changes in equity and statements
of cash flows for each of the three years in the period
endedDecember 31, 2012, and a summary of significant accounting
policies and other explanatoryinformation.

Managements 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 controlas management determines is
necessary to enable the preparation of consolidated financial
statementsthat 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 ouraudits. We conducted
our audits in accordance with Philippine Standards on Auditing.
Thosestandards require that we comply with ethical requirements and
plan and perform the audit to obtainreasonable assurance about
whether the consolidated financial statements are free from
materialmisstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosuresin 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 auditor
considers internal controlrelevant to the entitys preparation and
fair presentation of the consolidated financial statements inorder
to design audit procedures that are appropriate in the
circumstances, but not for the purpose ofexpressing an opinion on
the effectiveness of the entitys internal control. An audit also
includesevaluating the appropriateness of accounting policies used
and the reasonableness of accountingestimates made by management,
as well as evaluating the overall presentation of the
consolidatedfinancial statements.

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

our audit opinion.

SyCip Gorres Velayo & Co.6760 Ayala Avenue1226 Makati
CityPhilippines

Phone: (632) 891 0307Fax: (632) 819 0872www.sgv.com.ph

BOA/PRC Reg. No. 0001,December 28, 2012, valid until December
31, 2015

SEC Accreditation No. 0012-FR-3 (Group A),November 15, 2012,
valid until November 16, 2015

A member firm of Ernst & Young Global Limited
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Opinion

In our opinion, the consolidated financial statements present
fairly, in all material respects,thefinancial position of Jollibee
Foods Corporation and its subsidiaries as at December 31, 2012
and2011, and their financial performance and their cash flows for
each of the three years in the periodended December 31, 2012 in
accordance with Philippine Financial Reporting Standards.

SYCIP GORRES VELAYO & CO.

Ramon D. DizonPartnerCPA Certificate No. 46047SEC Accreditation
No. 0077-AR-3 (Group A),

February 21, 2013, valid until February 20, 2016Tax
Identification No. 102-085-577BIR Accreditation No.
08-001998-17-2012,

April 11, 2012, valid until April 10, 2015PTR No. 3669677,
January 2, 2013, Makati City

April 11, 2013
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JOLLIBEE FOODS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31

2012

2011(As restated - Note 2)

ASSETS

Current Assets

Cash and cash equivalents (Notes 6, 30 and 31) P=8,848,591,584
P=6,655,312,875Receivables (Notes 7, 30 and 31) 2,750,341,491
2,388,617,052Inventories (Note 8) 2,629,743,477 2,860,103,279

Other current assets (Note 9) 1,394,525,363 1,354,914,695

Total Current Assets 15,623,201,915 13,258,947,901

Noncurrent Assets

Available-for-sale financial assets (Notes 10, 30 and 31)
128,149,438 120,649,438Interests in and advances to joint ventures,
co-venturers and associate (Note 11) 3,011,501,581 3,188,515

Property, plant and equipment (Note 12) 11,059,464,042
10,580,366,696Investment properties (Note 13) 754,012,771
772,468,616

Goodwill and other intangible asset (Note 14) 8,705,038,888
8,534,640,751Operating lease receivables (Note 29) 22,560,089
26,838,873Deferred tax assets (Note 24) 1,030,247,591
967,614,484Other noncurrent assets (Notes 15, 30 and 31)
1,656,636,144 4,617,032,092

Total Noncurrent Assets 26,367,610,544 25,622,799,465

P=41,990,812,459 P=38,881,747,366

LIABILITIES AND EQUITY

Current Liabilities

Trade payables and other current liabilities (Notes 16, 30 and
31) P=11,753,066,052 P=10,165,594,869Income tax payable 78,958,189
154,717,083Short-term debt (Notes 18, 30 and 31) 900,000,000

Current portion of:Long-term debt (Notes 18, 30 and 31)
4,572,839,927 777,301,991Liability for acquisition of businesses
(Notes 11, 30 and 31) 166,276,801 104,763,179

Total Current Liabilities 16,571,140,969
12,102,377,122Noncurrent Liabilities

Provisions (Note 17) 30,500,639 30,500,639Noncurrent portion
of:

Long-term debt (Notes 18, 30 and 31) 854,616,489
3,942,742,029

Liability for acquisition of businesses (Notes 11, 30 and 31)
79,551,944 178,964,787Derivative liability (Notes 18, 30 and 31)
22,782,819 Pension liability (Note 25) 288,436,203 278,674,514

Operating lease payables (Note 29) 1,460,167,999
1,343,261,889Deferred tax liabilities (Note 24) 790,275,735
782,772,619

Total Noncurrent Liabilities 3,526,331,828 6,556,916,477

Total Liabilities 20,097,472,797 18,659,293,599

Equity Attributable to Equity Holders of the Parent Company
(Note 30)

Capital stock (Note 19) 1,063,859,559 1,054,953,233

Subscriptions receivable (17,177,884) (17,177,884)

Additional paid-in capital (Note 26) 3,284,139,309
2,914,463,925Cumulative translation adjustments of foreign
subsidiaries (351,379,055) (187,186,852)

Unrealized gain on available-for-sale financial assets (Note 10)
102,626,829 102,626,829Comprehensive loss on derivative liability
(Note 18) (7,087,197) Excess of cost over the carrying value of
non-controlling interests

acquired (Note 19) (542,764,486) (542,764,486)Retained earnings
(Note 19):

Appropriated for future expansion 5,000,000,000
1,200,000,000

Unappropriated 12,808,533,096 15,174,359,248

21,340,750,171 19,699,274,013Less cost of common stock held in
treasury (Note 19) 180,511,491 180,511,491

21,160,238,680 19,518,762,522Non-controlling Interests (Note 11)
733,100,982 703,691,245

Total Equity 21,893,339,662 20,222,453,767

P=41,990,812,459 P=38,881,747,366

See accompanying Notes to Consolidated Financial Statements.
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JOLLIBEE FOODS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2012 2011 2010

REVENUESNet sales P=67,493,953,521 P=59,266,444,340
P=50,506,967,113Royalty, franchise fees and others (Note 20)
3,565,085,633 3,288,482,719 2,864,757,569

71,059,039,154 62,554,927,059 53,371,724,682

COST OF SALES (Note 21) 58,434,020,747 51,403,358,818
43,254,730,460

GROSS PROFIT 12,625,018,407 11,151,568,241 10,116,994,222

EXPENSES

General and administrative expenses (Note 22) 6,908,802,947
5,939,317,810 5,271,066,845

Advertising and promotions 1,369,719,679 1,310,113,894
1,246,592,522

8,278,522,626 7,249,431,704 6,517,659,367

INTEREST INCOME (EXPENSE)(Note 23)Interest income 270,114,157
179,763,236 163,081,118Interest expense (206,012,700) (291,342,791)
(193,201,203)

64,101,457 (111,579,555) (30,120,085)

EQUITY IN NET EARNINGS (LOSS) OF

JOINT VENTURES AND ASSOCIATE(Note 11) (50,954,378) 299,710
(2,181,411)

OTHER INCOME(Note 23) 503,534,839 566,813,617 618,898,399

INCOME BEFORE INCOME TAX 4,863,177,699 4,357,670,309
4,185,931,758

PROVISION FOR INCOME TAX(Note 24)Current 1,277,160,734
1,187,563,865 1,040,927,979

Deferred (127,045,741) (83,696,480) (67,532,217)1,150,114,993
1,103,867,385 973,395,762

NET INCOME 3,713,062,706 3,253,802,924 3,212,535,996

OTHER COMPREHENSIVE INCOME (LOSS)

Translation adjustments (169,424,928) 133,206,626
(215,377,701)Movement of comprehensive loss on derivative
liability

(Note 18) (13,124,439)

Unrealized gain (loss) on available-for-sale financialassets -
net (Note 10) (4,537,748) 17,259,983

(182,549,367) 128,668,878 (198,117,718)

TOTAL COMPREHENSIVE INCOME P=3,530,513,339 P=3,382,471,802
P=3,014,418,278

Net Income Attributable to:Equity holders of the Parent Company
(Note 28) P=3,728,151,351 P=3,231,666,940 P=3,197,793,977

Non-controlling interests (15,088,645) 22,135,984 14,742,019

P=3,713,062,706 P=3,253,802,924 P=3,212,535,996

Total Comprehensive Income Attributable to:

Equity holders of the Parent Company P=3,556,871,951
P=3,356,964,985 P=2,999,265,317Non-controlling interests
(26,358,612) 25,506,817 15,152,961

P=3,530,513,339 P=3,382,471,802 P=3,014,418,278

Earnings Per Share for Net Income Attributable

to Equity Holders of the Parent Company (Note 28)Basic P=3.578
P=3.138 P=3.118Diluted 3.514 3.096 3.077

See accompanying Notes to Consolidated Financial Statements.
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JOLLIBEE FOODS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2012, 2011 AND 2010

Equity Attributable to Equity Holders of the Parent Company
(Note 30)

Capital Stock

(Note 19)Subscriptions

Receivable

Additional

Paid-in Capital

(Note 26)

Cumulative

Translation

Adjustments

of Foreign

Subsidiaries

Unrealized

Gain on

Available-for-

Sale Financial

Assets

(Note 10)

Comprehensive Loss

on Derivative

Liability

(Note 18)

Excess of Cost

over the

Carrying Value

of Non-controlling

Interests Acquired

(Note 19)

Retained Earnings (Note 19)Cost

of Common

Stock Held in

Treasury

(Note 19) Total

Non-controlling

Interests

(Notes 2 and 11)

Total

Equity

(Note 2)

Appropriated

for Future

Expansion Unappropriated

Balances at January 1, 2012 P=1,054,953,233 (P=17,177,884)
P=2,914,463,925 (P=187,186,852) P=102,626,829 P= (P=542,764,486)
P=1,200,000,000 P=15,174,359,248 (P=180,511,491) P=19,518,762,522
P=703,691,245 P=20,222,453,767

Net income 3,728,151,351 3,728,151,351 (15,088,645)
3,713,062,706Other comprehensive income (loss)

Translation adjustments (164,192,203) (164,192,203) (5,232,725)
(169,424,928)Comprehensive loss on derivative liability (7,087,197)
(7,087,197) (6,037,242) (13,124,439)

Total comprehensive income (loss) (164,192,203) (7,087,197)
3,728,151,351 3,556,871,951 (26,358,612) 3,530,513,339

Movements in other equity accountsIssuances of and subscriptions
to

capital stock 8,906,326 292,691,011 301,597,337 301,597,337Cost
of stock options granted 76,984,373 76,984,373 76,984,373Cash
dividends P=2.20 a share (Note 19) (2,293,977,503) (2,293,977,503)
(2,293,977,503)Cash dividends received by non-controllling

interest (45,000,000) (45,000,000)

Arising from business combination 20,895,511
20,895,511Appropriation during the year 3,800,000,000
(3,800,000,000) Additional investments during the year 59,148,000
59,148,000Arising from incorporation of a subsidiary 20,724,838
20,724,838

8,906,326 369,675,384 3,800,000,000 (6,093,977,503)
(1,915,395,793) 55,768,349 (1,859,627,444)

Balances at December 31, 2012 P=1,063,859,559 (P=17,177,884)
P=3,284,139,309 (P=351,379,055) P=102,626,829 (P=7,087,197)
(P=542,764,486) P=5,000,000,000 P=12,808,533,096 (P=180,511,491)
P=21,160,238,680 P=733,100,982 P=21,893,339,662

Balances at January 1, 2011 P=1,053,438,818 (P=17,177,884)
P=2,773,682,164 (P=317,022,645) P=107,164,577 P= (P=542,764,486)
P=1,200,000,000 P=13,042,709,169 (P=180,511,491) P=17,119,518,222
P=561,924,546 P=17,681,442,768

Net income 3,231,666,940 3,231,666,940 22,135,984
3,253,802,924Other comprehensive income (loss)

Translatio n adjustmen ts 129,835,793 129,835,793 3,370,833
133,206,626Unrealized loss on available-for-sale financial

assets (4,537,748) (4,537,748) (4,537,748)

Total compreh ensive income (loss) 129,835,793 (4,537,748)
3,231,666,94 0 3,356,964,98 5 25,506,817 3,382,471,802

Movements in other equity accountsIssuances of and subscriptions
to

capital stock 1,514,415 67,185,580 68,699,995 68,699,995Cost of
stock options granted 73,596,181 73,596,181 73,596,181Cash
dividends P=1.07 a share (Note 19) (1,100,016, 861) (1,100,016,8
61) (1,100,016, 861)Arising from business combination 73,838,539
73,838,539Arising from incorpora tion of a subsidiary 4,000,043
4,000,043Additional investments during the year 38,421,300
38,421,300

1,514,415 140,781,761 (1,100,016, 861) (957,720,685 )
116,259,882 (841,460,803)

Balances at December 31, 2011 P=1,054,953,233 (P=17,177,884)
P=2,914,463,925 (P=187,186,852) P=102,626,829 P= (P=542,764,486)
P=1,200,000,000 P=15,174,359,248 (P=180,511,491) P=19,518,762,522
P=703,691,245 P=20,222,453,767

Balances at January 1, 2010 P=1,051,458,156 (P=17,177,884)
P=2,635,662,843 (P=101,234,002) P=89,904,594 P= (P=543,978,573)
P=1,200,000,000 P=12,147,867,997 (P=180,511,491) P=16,281,991,640
P=3,214,087 P=16,285,205,727

Net income 3,197,793,977 3,197,793,977 14,742,019
3,212,535,996Other comprehensive income (loss)

Translatio n adjustmen ts (215,788,643 ) (215,788,643 ) 410,942
(215,377,701)Unrealized gain on available-for-sale

financial assets 17,259,983 17,259,983 17,259,983

Total compreh ensive income (loss) (215,788,643 ) 17,259,983
3,197,793,97 7 2,999,265,31 7 15,152,961 3,014,418,278

Movements in other equity accountsIssuances of and subscriptions
to

capital stock 1,980,662 72,361,459 74,342,121 74,342,121Cost of
stock options granted 65,657,862 65,657,862 65,657,862Cash
dividends P=2.25 a share (Note 19) (2,302,952, 805) (2,302,952,8
05) (2,302,952, 805)Arising from business combination 491,774,405
491,774,405Arising from incorpora tion of a subsidiary 54,997,180
54,997,180Acquisition of non-cont rolling interests 1,214,087
1,214,087 (3,214,087) (2,000,000)

1,980,662 138,019,321 1,214,087 (2,302,952, 805) (2,161,738,7
35) 543,557,498 (1,618,181, 237)

Balances at December 31, 2010 P=1,053,438,818 (P=17,177,884)
P=2,773,682,164 (P=317,022,645) P=107,164,577 P= (P=542,764,486)
P=1,200,000,000 P=13,042,709,169 (P=180,511,491) P=17,119,518,222
P=561,924,546 P=17,681,442,768

See accompanying Notes to Consolidated Financial Statements.
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JOLLIBEE FOODS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 312012 2011 2010

CASH FLOWS FROM OPERATING ACTIVITIESIncome before income tax
P=4,863,177,699 P=4,357,670,309 P=4,185,931,758Adjustments for:

Depreciation and amortization(Notes 12, 13, 21 and 22)
2,705,626,363 2,401,593,897 1,978,005,994

Loss on disposals and retirements of :Property, plant and
equipment net (Note 12) 317,088,159 216,294,908
183,846,481Investment properties (Note 13) 1,542,484
Available-for-sale financial assets (Note 10) 229,360 145,431

Interest income (Note 23) (270,114,157) (179,763,236)
(163,081,118)Interest expense (Note 23) 206,012,700 291,342,791
193,201,203Deferred rent amortization net (Note 29) 121,184,894
182,565,058 168,527,509

Pension expense (Note 25) 100,894,212 157,321,743
156,117,874Stock options expense (Note 26) 76,984,373 73,596,181
65,657,862Impairment losses on property, plant and equipment;

investment properties and security and otherdeposits (Note 22)
53,677,361

Reversals of impairment on investment properties(Note 13)
(18,234,341)

Equity in net loss (earnings) of joint ventures(Note 11)
50,954,378 (299,710) 2,181,411

Net unrealized foreign exchange loss (gain) (30,892,981)
4,582,117 (48,944,543)

Income before working capital changes 8,196,135,485
7,505,133,418 6,703,355,521Decreases (increases) in:

Receivables (117,193,127) (314,201,325) 82,253,784Inventories
243,401,297 (693,934,034) (314,493,616)

Other current assets 308,051,784 (227,403,532)
(133,652,904)Increases in trade payables and other current
liabilities 858,004,807 783,520,729 201,815,255

Net cash generated from operations 9,488,400,246 7,053,115,256
6,539,278,040Interest received 158,963,809 105,417,626
142,162,966Contributions to plan assets (Note 25) (46,354,811)
(70,977,928) (108,668,770)Income taxes paid (1,363,045,319)
(1,206,994,209) (1,068,556,299)

Net cash provided by operating activities 8,237,963,925
5,880,560,745 5,504,215,937

CASH FLOWS FROM INVESTING ACTIVITIESAcquisitions of:

Property, plant and equipment (Note 12) (3,755,906,880)
(3,700,449,259) (2,553,449,151)Subsidiaries net of cash acquired
(Note 11) (127,585,219) (637,662,433) (2,714,811,144)Interest in a
joint venture (Note 11) (98,040,000) Available-for-sale financial
assets (Note 10) (7,500,000) (3,940,000)

Investment property (Note 13) (8,011,386) (30,662,281)Collection
from (advances to) a joint venture (105,179,193) 18,733,666
(18,803,882)Proceeds from disposals of:

Property, plant and equipment 41,167,841 31,976,343
96,029,926Investment properties 599,048 277,200

Recovery from a joint venture (Note 11) 2,403,795
(5,000,000)Increase in long-term loan receivable (Note 15)
(1,753,600,000) Deposit for future business transaction (Note 15)
(1,096,000,000) Decrease (increase) in other noncurrent assets
166,332,173 (11,750,343) 106,128,447

Net cash used in investing activities (3,883,708,435)
(7,156,763,412) (5,124,230,885)

(Forward)
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JOLLIBEE FOODS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information

Jollibee Foods Corporation (the Parent Company) was incorporated
in the Philippines. The ParentCompany and its subsidiaries
(collectively referred to as the Jollibee Group) are
involvedprimarily in the development, operation and franchising of
Quick Service Restaurants (QSR)under the trade names Jollibee,
Chowking, Greenwich, Red Ribbon, Yong He King,Hong Zhuang Yuan,
Mang Inasal, Burger King, San Pin Wang and 12 Hotpot. Theother
activities of the Jollibee Group include manufacturing and property
leasing in support of theQSR systems and other business activities
(see Notes 2 and 5).

The common shares of the Parent Company were listed and have
been traded in the PhilippineStock Exchange (PSE) beginning July
14, 1993.

The registered office address of the Parent Company is
10thFloor, Jollibee Plaza Building, No. 10Emerald Avenue, Ortigas
Centre, Pasig City.

The consolidated financial statements as of December 31, 2012
and 2011 and for each of the threeyears in the year ended December
31, 2012 were reviewed and recommended for approval by theAudit
Committee on April 11, 2013. The same consolidated financial
statements were alsoapproved and authorized for issuance by the
Board of Directors (BOD) on April 11, 2013.

2. Basis of Preparation, Statement of Compliance, Changes in
Accounting Policies,

Restatement of Comparative 2011 Financial Statements and Basis
of Consolidation

Basis of PreparationThe consolidated financial statements of the
Jollibee Group have been prepared on the historicalcost basis,
except for the derivative liability and certain available-for-sale
(AFS) financial assets,which are measured at fair value. The
consolidated financial statements are presented inPhilippine peso,
which is the Parent Companys functional and presentation currency
underPhilippine Financial Reporting Standards (PFRS). All values
are rounded to the nearest peso,except when otherwise
indicated.

Statement of ComplianceThe accompanying consolidated financial
statements have been prepared in accordance with

PFRS.

Changes in Accounting PoliciesThe accounting policies adopted
are consistent with those of the previous financial year, except
forthe adoption of the following amendments to existing PFRS and
PAS which became effective onJanuary 1, 2012.

PFRS 7 (Amendment),Financial Instruments: Disclosures Transfers
of Financial Assets PAS 12 (Amendment),Income Taxes Deferred Tax:
Recovery of Underlying Assets

The adoption of these amended standards did not have a
significant impact on the Jollibee Groupsconsolidated financial
statements.
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New Accounting Standards, Interpretations and Amendments to
Existing StandardsEffective Subsequent to December 31, 2012The
Jollibee Group will adopt the following revised standards,
interpretations and amendmentswhen these become effective. Except
as otherwise indicated, the Jollibee Group does not expectthe
adoption of these new and amended standards to have significant
impact on its consolidatedfinancial statements.

Effective in 2013

The new and amended PFRS are effective and to be applied for
annual periods beginning on orafter January 1, 2013 except for PFRS
7,Financial Instruments: Disclosures OffsettingFinancial Assets and
Financial Liabilities, which is to be applied retrospectively and
PAS 1,Financial Statements Presentation Presentation of Items of
Other Comprehensive Income,which is effective for annual periods
beginning on or after July 1, 2012.

Amendments to PFRS 7,Financial Instruments: Disclosures
Offsetting Financial Assetsand Financial LiabilitiesThese
amendments require an entity to disclose information about rights
of set-off and relatedarrangements (such as collateral agreements).
The new disclosures are required for allrecognized financial
instruments that are set-off in accordance with PAS 32. The
amendmentsrequire entities to disclose, in a tabular format unless
another format is more appropriate, thefollowing minimum
quantitative information. This is presented separately for
financial assetsand financial liabilities recognized at the end of
the reporting period:

a) The gross amounts of those recognized financial assets and
recognized financial liabilities;b) The amounts that are set off in
accordance with the criteria in PAS 32 when determining

the net amounts presented in the statement of financial
position;c) The net amounts presented in the statement of financial
position;d) The amounts subject to an enforceable master netting
arrangement or similar agreement

that are not otherwise included ine) (b) above, including:

i. Amounts related to recognized financial instruments that do
not meet some or all ofthe offsetting criteria in PAS 32; and

ii. Amounts related to financial collateral (including cash
collateral); andf) The net amount after deducting the amounts in
(d) from the amounts in the above.

PFRS 10, Consolidated Financial StatementsThis standard replaces
the portion of PAS 27, Consolidated and Separate Financial

Statements, that addresses the accounting for consolidated
financial statements. It alsoincludes the issues raised in Standing
Interpretations Committee (SIC)-12, Consolidation -Special Purpose
Entities. PFRS 10 establishes a single control model that applies
to allentities including special purpose entities. The changes
introduced by PFRS 10 will requiremanagement to exercise
significant judgment to determine which entities are controlled,
andtherefore, are required to be consolidated by a parent, compared
with the requirements thatwere in PAS 27.
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PFRS 11,Joint ArrangementsThis standard replaces PAS
31,Interests in Joint Ventures, and SIC-13,Jointly
controlledEntities - Non-monetary Contributions by Venturers. PFRS
11 removes the option to accountfor jointly-controlled entities
(JCEs) using proportionate consolidation. Instead, JCEs thatmeet
the definition of a joint venture must be accounted for using the
equity method.

PFRS 12,Disclosure of Interest in Other EntitiesThis standard
includes all of the disclosures that were previously in PAS 27
related toconsolidated financial statements, as well as all of the
disclosures that were previouslyincluded in PAS 31 and PAS 28.
These disclosures relate to an entitys interests insubsidiaries,
joint arrangements, associates and structured entities. A number of
newdisclosures are also required.

The Jollibee Group expects a more comprehensive disclosure in
the notes to the consolidated

financial statements about interests in subsidiaries, joint
arrangements and associates uponadoption.

PFRS 13,Fair Value MeasurementThis standard establishes a single
source of guidance under PFRS for all fair valuemeasurements. PFRS
13 does not change when an entity is required to use fair value,
butrather provides guidance on how to measure fair value under PFRS
when fair value is requiredor permitted.

The Jollibee Group performed a preliminary assessment on the
impact of this standard on itsfinancial statements, but on the said
assessment, the impact is expected to be immaterial.

Revised PAS 19,Employee BenefitsThe amendments to PAS 19 range
from fundamental changes such as removing the corridormechanism and
the concept of expected returns on plan assets to simple
clarifications and re-wording. The revised standard also requires
new disclosures such as, among others, asensitivity analysis for
each significant actuarial assumption, information on
asset-liabilitymatching strategies, duration of the defined benefit
obligation, and disaggregation of planassets by nature and risk.
Once effective, the Jollibee Group has to apply the
amendmentsretroactively to the earliest period presented.

The Jollibee Group reviewed its existing employee benefits and
determined that the amendedstandard has significant impact on its
accounting for retirement benefits. The Jollibee Groupobtained the
services of an external actuary to compute for the impact of the
standard to its

consolidated financial statements upon adoption. The effects are
detailed below:

As at As atDecember 31, January 1,

2012 2012

Increase (decrease) in:Statement of Financial PositionPension
liability P=267,203,511 (P=288,455,466)Deferred tax asset
(80,161,053) 86,536,640Remeasurements on defined benefit

plan - net of deferred tax (219,212,904) 157,137,717Retained
earnings 32,170,447 44,781,109
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For the year ended December 312012 2011

Statement of Comprehensive IncomePension expense P=18,015,232
(P=35,550,158)Provision for deferred income tax (5,404,570)
10,665,047Net income (12,610,662) 24,885,111Remeasurements on
defined benefit plans -

net of deferred income tax (219,212,904) 157,137,717Total
comprehensive income (231,823,566) (182,022,828)

Revised PAS 27, Separate Financial StatementsAs a consequence of
the new PFRS 10 and PFRS 12, what remains of PAS 27 is limited
toaccounting for subsidiaries, jointly controlled entities, and
associates in separate financialstatements.

Revised PAS 28,Investments in Associates and Joint VenturesAs a
consequence of the new PFRS 11 and PFRS 12, PAS 28 has been renamed
PAS 28,Investments in Associates and Joint Ventures, and describes
the application of the equitymethod to investments in joint
ventures in addition to associates.

PAS 1,Financial Statements Presentation -Presentation of Items
of Other ComprehensiveIncomeThe amendments to PAS 1 change the
grouping of items presented in other comprehensiveincome. Items
that could be reclassified (or recycled) to profit or loss at a
future point intime (for example, upon derecognition or settlement)
would be presented separately fromitems that will never be
reclassified.

Philippine Interpretation IFRIC 20,Stripping Costs in the
Production Phase of a Surface MineThis interpretation applies to
waste removal costs that are incurred in surface mining
activityduring the production phase of the mine (production
stripping costs) and provides guidanceon the recognition of
production stripping costs as an asset and measurement of the
strippingactivity asset. This new interpretation is not relevant to
the Jollibee Group.

Improvements to Standards

The Annual Improvements to PFRS (2009-2011 cycle) contain
non-urgent but necessaryamendments to PFRS. The amendments are
effective for annual periods beginning on or afterJanuary 1, 2013
and are applied retrospectively.

PFRS 1,First-time Adoption of PFRSThe amendments clarify that an
entity that has stopped applying PFRS may choose to either:(a)
re-apply PFRS 1, even if the entity applied PFRS 1 in a previous
reporting period; or(b) apply PFRS retrospectively in accordance
with PAS 8,Accounting Policies, Changes inAccounting Estimates and
Errors, in order to resume reporting under PFRS. The amendmentsalso
clarify that, upon adoption of PFRS, an entity that capitalized
borrowing costs inaccordance with its previous generally accepted
accounting principles, may carry forward,without any adjustment,
the amount previously capitalized in its opening statement
offinancial position at the date of transition. Subsequent to the
adoption of PFRS, borrowingcosts are recognized in accordance with
PAS 23,Borrowing Costs.
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PAS 1,Presentation of Financial Statements - Clarification of
the Requirements forComparative Information

The amendment requires an entity to present a: (a) comparative
information in the relatednotes to the financial statements when it
voluntarily provides comparative information beyondthe minimum
required comparative period; and (b) opening statement of financial
positionwhen an entity changes its accounting policies, makes
retrospective restatements or makesreclassifications, and that
change has a material effect on the statement of financial
position.The opening statement will be at the beginning of the
preceding period.

PAS 16,Property, Plant and Equipment - Classification of
Servicing EquipmentThe amendment clarifies that spare parts,
stand-by equipment and servicing equipment shouldbe recognized as
property, plant and equipment when they meet the definition of
property,plant and equipment and should be recognized as inventory
if otherwise.

PAS 32,Financial Instruments: Presentation - Tax effect of
Distribution to Holders of EquityInstrumentsThe amendment clarifies
that income taxes relating to distributions to equity holders and
totransaction costs of an equity transaction are accounted for in
accordance with PAS 12,Income Taxes.

PAS 34,Interim Financial Reporting - Interim Financial Reporting
and Segment Informationfor Total Assets and LiabilitiesThe
amendment clarifies the requirements in PAS 34 relating to segment
information for totalassets and liabilities for each reportable
segment to enhance consistency with the requirementin PFRS 8,
Operating Segments.

Effective in 2014

The amendments to PFRS are effective and to be applied for
annual periods beginning on or afterJanuary 1, 2014 except for
Amendments to PAS 32,Financial Instruments: Presentation
-Offsetting Financial Assets and Financial Liabilities,which is to
be applied retrospectively.

Amendments to PFRS 10, Consolidated Financial Statements -
Investment EntitiesThe amendments require a parent that is an
investment entity to measure its investments inparticular
subsidiaries at fair value through profit or loss instead of
consolidating them. Newdisclosure requirements relating to
investment entities were added in PFRS 12 and PAS 27.

Amendments to PFRS 12,Disclosure of Interests in Other Entities
- Investment Entities

The amendments require a parent that is an investment entity to
disclose information aboutsignificant judgments and assumptions
made in determining that it is an investment entity, aswell as and
any changes thereto. A parent that is an investment entity is also
required todisclose certain information on unconsolidated
subsidiaries, which are accounted for at fairvalue through profit
or loss.

Amendments to PAS 27, Separate Financial Statements - Investment
EntitiesThe amendments require a parent that is an investment
entity and does not consolidate itssubsidiaries in accordance with
the exceptions of PFRS 10, to present separate financialstatements
as its only financial statements.
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Amendments to PAS 32,Financial Instruments: Presentation -
Offsetting Financial Assetsand Financial Liabilities

These amendments to PAS 32 clarify the meaning of currently has
a legally enforceable rightto set-off and also clarify the
application of the PAS 32 offsetting criteria to settlementsystems
(such as central clearing house systems) which apply gross
settlement mechanismsthat are not simultaneous. While the amendment
is expected not to have any impact on theCompanys net assets, any
changes in offsetting is expected to impact leverage ratios
andregulatory capital requirements.

Effective in 2015

PFRS 9,Financial Instruments: Classification and MeasurementPFRS
9 as issued reflects the first phase on the replacement of PAS
39,Financial Instruments:Recognition and Measurement, and applies
to the classification and measurement of financial

assets and financial liabilities as defined in PAS 39. The
standard is effective for annualperiods beginning on or after
January 1, 2015. In subsequent phases, hedge accounting
andimpairment of financial assets will be addressed with the
completion of this project.

The Jollibee Group has made an evaluation of the impact of the
adoption of this standard anddecided not to early adopt PFRS 9 in
2012, ahead of its effectivity date on January 1, 2015,therefore,
the Jollibee Groups financial statements as at and for the year
endedDecember 31, 2012 do not reflect the impact of the said
standard.

Only financial assets and liabilities will be affected by the
standard and based on thisevaluation, loans and receivables
(consisting of cash and cash equivalents, trade
receivables,receivable from retirement fund, advances to employees,
security and other deposits, and

employee car plan receivables), AFS financial assets and
financial liabilities (consisting oftrade payables and other
current liabilities, due to related parties, short-term and
long-termdebt, and liability for acquisition of a business), which
are carried at amortized cost will not besignificantly affected.
Upon adoption, these financial instruments shall continue to be
carriedat their amortized cost, thus, will have no significant
financial impact to the Jollibee Groupsfinancial position and
performance. For the Jollibee Groups AFS investments which
arecomposed of shares in public utility companies carried at fair
value, the Jollibee Group plansto classify these items at fair
value through other comprehensive income and will continue
tomeasure these investments at fair value to be presented in other
comprehensive income, thus,this has no significant financial impact
to financial position and performance.

The Jollibee Group shall conduct another impact evaluation in
2013 using the financial

statements as at and for the year ended December 31, 2012.

Restatement of Comparative 2011 Financial StatementsOn May 27,
2011, the Jollibee Group, through its wholly-owned subsidiary,
Tokyo TeriyakiCorporation (TTC), entered into an Asset Purchase
Agreement with Fortune Capital Corporation,owner and operator of
all Chowking stores in the US as the master licensee therein, to
purchasethe latters property and equipment, inventories and
security deposits of its twenty (20) existingstores. The purchase
consideration amounted to P=693.3 million.
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In 2012, the valuation of the acquired assets was completed
resulting to the recognition of anincrease in the fair market value
of property and equipment and deferred tax liability and
acorresponding reduction in the amount of liability for acquisition
of business and goodwill asfollows (see Note 14):

Increase(Decrease)

Property and equipment P=22,964,900Deferred tax liabilities
6,889,470Liability for acquisition of businesses
(33,369,323)Goodwill (49,444,753)

In accordance with PFRS 3, the Jollibee Group restated its
comparative 2011 financial statementsto reflect the results of the
valuation of the assets as if the information existed as of the
acquisition

date.

Basis of ConsolidationThe consolidated financial statements
comprise the financial statements of the Parent Companyand its
subsidiaries as at December 31, 2012.

Subsidiaries are fully consolidated from the date of
acquisition, being the date on which theJollibee Group obtains
control, and continue to be consolidated until the date when such
controlceases. The financial statements of the subsidiaries are
prepared for the same reporting period asthe Parent Company, using
consistent accounting policies. All intra-group balances,
transactions,unrealized gains and losses resulting from intra-group
transactions and dividends are eliminated infull.

Non-controlling interests represent the portion of comprehensive
income and net assets not heldby the Jollibee Group and are
presented separately in the consolidated statements ofcomprehensive
income and within equity in the consolidated statements of
financial position,separately from equity attributable to equity
holders of the Parent Company. Acquisition ofnon-controlling
interests is accounted for using the entity concept method, whereby
the differencebetween the cost of acquisition and the carrying
value of the non-controlling interests acquired isrecognized as a
direct deduction from the equity section of the consolidated
statements of financialposition as Excess of cost over the carrying
value of non-controlling interests acquired.

Losses within a subsidiary are attributed to the non-controlling
interests even if these result in adeficit balance.

A change in the ownership interest of a subsidiary, without loss
of control, is accounted for as anequity transaction. If the
Jollibee Group loses control over a subsidiary, it:

derecognizes the assets (including goodwill) and liabilities of
the subsidiary; derecognizes the carrying amount of any
non-controlling interest; derecognizes the cumulative translation
differences, recorded in equity; recognizes the fair value of the
consideration received; recognizes the fair value of any investment
retained; recognizes any surplus or deficit in profit or loss;
reclassifies the Parent Companys share of components previously
recognized in other

comprehensive income to profit or loss or retained earnings, as
appropriate.
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The consolidated financial statements include the accounts of
the Parent Company and thefollowing wholly-owned and majority-owned
subsidiaries:

Country ofPercentage

of Ownership

Incorporation Principal Activities 2012 2011 2010

Fresh N Famous Foods, Inc. (Fresh N Famous) - Philippines Food
service 100 100 100 Chowking Food Corporation USA United States
of

America (USA) Holding company 100 100 100Zenith Foods
Corporation (Zenith) Philippines Food service 100 100 100Freemont
Foods Corporation Philippines Food service 100 100 100RRB Holdings,
Inc. (RRBHI): Philippines Holding company 100 100 100 Red Ribbon
Bakeshop, Inc. (RRBI) Philippines Food service 100 100 100 Red
Ribbon Bakeshop, Inc. USA (RRBI USA) USA Food service 100 100
100Mang Inasal Philippines, Inc. (Mang Inasal) Philippines Food
service 70 70 70Grandworth Resources Corporation (Grandworth):
Philippines Leasing 100 100 100 Adgraphix, Inc. (Adgraphix)
Philippines Digital printing 100 100 100 IConnect Multimedia
Network, Inc. (IConnect) Philippines Advertising 60 60 60 JC
Properties & Ventures Co. Philippines Inactive 50 50 Honeybee
Foods Corporation (Honeybee): USA Food service 100 100 100 Tokyo
Teriyaki Corporation (TTC) USA Food service 100 100 100Jollibee
Worldwide Pte. Ltd. (JWPL): Singapore Holding company 100 100 100
Regional Operating Headquarters of JWPL (JWS) Philippines
Accounting, Human

Resources &Logistic Services

100 100 100

Golden Plate Pte. Ltd. (GPPL) Singapore Holding company 100 100
100 Golden Beeworks Pte. Ltd. Singapore Food service 60

Beijing New Hongzhuangyuan Food and BeverageManagement Co.,
Ltd.(Hong Zhuang Yuan) Peoples Republic

of China (PRC) Food service 100 100 100 Southsea Binaries Ltd.
(Southsea) British Virgin

Island (BVI) Holding company 100 100 100 Shanghai Yong He King
Food and Beverage Co., Ltd. PRC Food service 100 100 100 Beijing
Yong He King Food and Beverage Co., Ltd. PRC Food service 100 100
100 Shenzhen Yong He King Food and Beverage Co., Ltd. PRC Food
service 100 100 100 Hangzhou Yongtong Food and Beverage Co., Ltd.
PRC Food service 100 100 100 Hangzhou Yonghe Food and Beverage Co.,
Ltd. PRC Food service 100 100 100 Guangxi San Pin Wang Food and
Beverage Management

Company Limited (San Pin Wang)PRC Food service 55

Wuhan Yonghe King Food and Beverage Co., Ltd. PRC Food service
100 100 100 Tianjin Yong He King Food and Beverage Co., Ltd. PRC
Food service 100 100 100 Jollibee Foods Processing Pte. Ltd.
(JFPPL)- Singapore Holding company 70 70 70

Jollibee Foods Processing Co. Ltd. (Anhui) PRC Food service 100
100 100 Kuai Le Feng Food & Beverage (Shenzhen) Co., Ltd. PRC
Dormant 100 100 100 JSF Investments Pte. Ltd. (JSF) Singapore
Holding company 99 99 Chow Fun Holdings LLC (Chow Fun) USA Food
service 81 81 14 Jollibee (China) Food & Beverage Management
Co.

Ltd. (formerly Shanghai Chunlv Co. Ltd.)PRC Management

company 100 100 100 Jollibee International (BVI) Ltd. (JIBL):
BVI Holding company 100 100 100

Jollibee Vietnam Corporation Ltd. Vietnam Food service 100 100
100 PT Chowking Indonesia Indonesia Food service 100 100 100 PT
Jollibee Indonesia Indonesia Dormant 100 100 100 Jollibee (Hong
Kong) Limited - Hong Kong Dormant 85 85 85

Hanover Holdings Limited (Hanover) Hong Kong Dormant 100 100 100
Belmont Enterprises Ventures Limited (Belmont): BVI Holding company
100 100 100

Shanghai Belmont Enterprises Management andAdviser Co., Ltd.
(SBEMAC) PRC Business

managementservice 100 100 100

Yong He Holdings Co., Ltd.: BVI Holding company 100 100 100
Centenary Ventures Limited BVI Holding company 100 100 100 Colossus
Global Limited BVI Dormant 100 100 100 Granite Management Limited
BVI Dormant 100 100 100 Cosmic Resources Limited BVI Dormant 100
100 100

All Great Resources Limited: BVI Dormant 100 100 100 Eastpower
Resources Limited BVI Dormant 100 100 100 Eaglerock Development
Limited BVI Dormant 100 100 100

(Forward)
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Country ofPercentage

of Ownership

Incorporation Principal Activities 2012 2011 2010

Chanceux, Inc. - Philippines Holding company 100 100 BK Titans,
Inc. - Philippines Holding company 54 54

PFN Holdings, Corp. - Philippines Holding company 99 99 Perf
Restaurants, Inc. (PERF)(a) Philippines Food Service 100 100

Donut Magic Phils., Inc.(b) Philippines Dormant 100 100 100Ice
Cream Copenhagen Phils., Inc.(b) Philippines Dormant 100 100
100Marys Foods Corporation ( ) Philippines Dormant 100 100 100QSR
Builders, Inc. Philippines Inactive 100 100 100Jollibee USA USA
Dormant 100 100 100

(a)

Kuai Le Feng Food and Beverage (Shenzhen) Co. Ltd. (PRC) was
deregistered on March 29, 2013.

(b) BVI dormant entities are for dissolution which will take
effect in 2013.

(c)

PERF Restaurants, Inc. also holds shares in PERF Trinoma and
PERF MOA.

(d)

On June 18, 2004, the stockholders of the Jollibee Group
approved the Plan of Merger of the three dormant companies. The

application is pending approval from the SEC as at December 31,
2012.

3. Summary of Significant Accounting Policies

Cash and Cash EquivalentsCash includes cash on hand and in
banks. Cash equivalents are short-term, highly liquidinvestments
that are readily convertible to known amounts of cash with original
maturities of threemonths or less from the date of acquisition and
are subject to an insignificant risk of change invalue.

Financial Instruments

Date of Recognition. The Jollibee Group recognizes a financial
asset or a financial liability in theconsolidated statements of
financial position when it becomes a party to the contractual
provisionsof an instrument. In the case of a regular way purchase
or sale of financial assets, recognition andderecognition, as
applicable, is done using trade date accounting. A regular way
purchase or saleis a purchase or sale of a financial asset under a
contract whose terms require delivery of the assetwithin the time
frame established generally by regulation or convention in the
market placeconcerned.

Financial instruments are classified as liability or equity in
accordance with the substance of thecontractual arrangement.
Interest, dividends, gains or losses relating to financial
instruments or acomponent that is financial liability are reported
as expense or income. Distribution to holders offinancial
instruments classified as equity is charged directly to equity, net
of any related income

tax benefits.

Initial Recognition and Measurement. Financial instruments are
recognized initially at fair value,which is the fair value of the
consideration given (in case of an asset) or received (in case of
aliability). Transaction costs that are directly attributable to
the acquisition or issue of the financialinstruments are included
in the initial measurement of all financial assets and liabilities,
except forfinancial assets and liabilities measured at fair value
through profit or loss (FVPL).

Subsequent to initial recognition, the Jollibee Group classifies
its financial instruments in thefollowing categories: financial
assets and financial liabilities at FVPL, loans and receivables,
held-to-maturity (HTM) investments, AFS financial assets, other
financial liabilities and derivativesdesignated as hedging
instruments in an effective hedge. The classification depends on
the

purpose for which the instruments are acquired and as
liabilities were incurred whether they arequoted in an active
market. Management determines the classification of its financial
instruments
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at initial recognition and, where allowed and appropriate,
re-evaluates this classification at everyreporting date.

Determination of Fair Value. The fair value of financial
instruments traded in active markets atreporting date is based on
their quoted market price or dealer price quotations (bid price for
longpositions and ask price for short positions), without any
deduction for transaction costs. Whencurrent bid and ask prices are
not available, the price of the most recent transaction
providesevidence of the current fair value as long as there has not
been a significant change in economiccircumstances since the time
of the transaction.

For all other financial instruments not traded in an active
market, the fair value is determined byusing appropriate valuation
techniques. Valuation techniques include net present
valuetechniques, comparison to similar instruments for which
observable market prices exist, optionpricing models and other
relevant valuation models.

Determination of Amortized Cost. The amortized cost of financial
instruments is computed usingthe effective interest method less any
allowance for impairment. The calculation takes intoaccount any
premium or discount on acquisition and includes transaction costs
and fees that areintegral part of the effective interest.

Day 1 Difference. Where the transaction price in a non-active
market is different from the fairvalue of other observable current
market transactions in the same instrument or based on avaluation
technique whose variables include only data from observable market,
the Jollibee Grouprecognizes the difference between the transaction
price and fair value (a Day 1 difference) inprofit or loss unless
it qualifies for recognition as some other type of asset or
liability. In caseswhere unobservable data is used, the difference
between the transaction price and model value is

only recognized in profit or loss when the inputs become
observable or when the instrument isderecognized. For each
transaction, the Jollibee Group determines the appropriate method
ofrecognizing the Day 1 difference amount.

Financial Assets

Financial Assets at FVPL. Financial assets at FVPL include
financial assets held-for-trading andfinancial assets designated as
at FVPL upon initial recognition.

Financial assets are classified as held-for-trading if they are
acquired for the purpose of selling inthe near term. Gains or
losses on investments held-for-trading are recognized in profit or
loss.

Financial assets may be designated as at FVPL at initial
recognition if the following criteria aremet:

the designation eliminates or significantly reduces the
inconsistent treatment that wouldotherwise arise from measuring the
assets or recognizing gains or losses on them on adifferent
basis;

the assets are part of a group of financial assets which are
managed and their performanceevaluated on a fair value basis, in
accordance with a documented risk management strategy; or

the financial asset contains an embedded derivative, unless the
embedded derivative does notsignificantly modify the cash flows or
it is clear, with little or no analysis, that it would not be

separately recorded.
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The Jollibee Group has no financial assets at FVPL as of
December 31, 2012 and 2011.

Loans and Receivables. Loans and receivables are non-derivative
financial assets with fixed ordeterminable payments that are not
quoted in an active market. They are not entered into with
theintention of immediate or short-term resale and are not
designated as AFS financial assets orfinancial assets at FVPL.
After initial measurement, such financial assets are
subsequentlymeasured at amortized cost using the effective interest
method, less any impairment in value.Gains and losses are
recognized in profit or loss when the loans and receivables are
derecognizedor impaired, as well as through the amortization
process.

Loans and receivables are classified as current assets when the
Jollibee Group expects to realize orcollect the asset within 12
months from the reporting date. Otherwise, these are classified
asnoncurrent assets.

The Jollibee Groups cash and cash equivalents, receivables,
long-term loan receivable andsecurity and other deposits are
classified under this category.

HTM Investments. Non-derivative financial assets with fixed or
determinable payments and fixedmaturity are classified as HTM when
there is a positive intention and ability to hold to
maturity.Financial assets intended to be held for an undefined
period are not included in this category.HTM investments are
subsequently measured at amortized cost. This cost is computed as
theamount initially recognized minus principal repayments, plus or
minus the cumulativeamortization using the effective interest
method of any difference between the initially recognizedamount and
the maturity amount less allowance for impairment. Gains and losses
are recognizedin profit or loss when the financial assets are
derecognized or impaired, as well as through theamortization
process. Assets under this category are classified as current
assets if maturity is

within 12 months from reporting date and as noncurrent assets if
maturity date is more than a yearfrom reporting date.

The Jollibee Group has no HTM investments as of December 31,
2012 and 2011.

AFS Financial Assets. AFS financial assets are nonderivative
financial assets that are designatedin this category or are not
classified in any of the other categories. AFS financial assets
includeequity and debt securities. Equity investments classified as
AFS are those which are intended tobe held for an indefinite period
of time and are neither classified as held-for-trading nor
designatedas at FVPL. Debt securities are those which are intended
to be held for an indefinite period oftime and which may be sold in
response to needs of liquidity or in response to changes in
marketconditions.

After initial measurement, AFS financial assets are subsequently
measured at fair value withunrealized gains or losses recognized as
Unrealized gain (loss) on available-for-sale financialassets - net
account in other comprehensive income until the financial asset is
derecognized ordetermined to be impaired at which time the
accumulated gains or losses previously reported inother
comprehensive income are included in profit or loss. If the fair
value cannot be measuredreliably, AFS financial assets are measured
at cost, being the fair value of the consideration paidfor the
acquisition of the investment, less any impairment in value. All
transaction costs directlyattributable to the acquisition are also
included in the cost of investment.

Assets under this category are classified as current assets if
expected to be realized within12 months from reporting date and as
noncurrent assets. Otherwise, these are classified as

non-current assets.
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The Jollibee Groups investments in shares of public utility
companies are classified under thiscategory as of December 31, 2012
and 2011.

Financial LiabilitiesFinancial Liabilities at FVPL. Financial
liabilities at FVPL include financial liabilities that
areheld-for-trading and financial liabilities designated as at FVPL
upon initial recognition.

Financial liabilities are classified as held-for-trading if
acquired for the purpose of repurchasing inthe near term. Gains or
losses on liabilities held-for-trading are recognized in profit or
loss.

The Jollibee Group has no financial liability classified under
this category as ofDecember 31, 2012 and 2011.

Derivative Financial Instruments and Hedge Accounting. The
Jollibee Group uses currencyswaps to manage its foreign exchange
and interest rate risk exposures on its United States dollar(USD)
denominated variable rate loan. Accruals of interest on the
receive- and pay-legs of thecross-currency swap are recorded as
interest expense in the consolidated statement ofcomprehensive
income.

Derivative financial instruments are initially recognized at
fair value on the date on which aderivative contract is entered
into and are subsequently measured at fair value. Derivatives
arecarried as assets when the fair value is positive and as
liabilities when the fair value is negative.Any gains or losses
arising from changes in fair value on derivatives that do not
qualify for hedgeaccounting are taken directly to profit or
loss.

For the purpose of hedge accounting, derivatives can be
designated as cash flow hedges or fair

value hedges, depending on the type of risk exposure.

At the inception of a hedge relationship, the Jollibee Group
formally designates and documents thehedge relationship to which
the Jollibee Group wishes to apply hedge accounting and the
riskmanagement objective and strategy for undertaking the hedge.
The documentation includesidentification of the hedging instrument,
the hedged item or transaction, the nature of the riskbeing hedged
and how the entity will assess the hedging instruments
effectiveness in offsettingthe exposure to changes in the hedged
items fair value or cash flows attributable to the hedgedrisk. Such
hedges are expected to be highly effective in achieving offsetting
changes in fair valueor cash flows and are assessed on an ongoing
basis to determine that they actually have beenhighly effective
throughout the financial reporting periods for which they were
designated.

The Jollibee Group accounts for its cross-currency swaps as cash
flow hedges of foreign exchangeand interest rate exposure on its
outstanding floating rate US-denominated loan of PERF(see Note
18).

Cash Flow Hedge. Cash flow hedges are hedges on the exposure to
variability of cash flows thatare attributable to a particular risk
associated with a recognized asset, liability or a highly
probableforecast transaction and could affect profit or loss. The
effective portion of the gain or loss on thehedging instrument is
recognized in the statement of comprehensive income and directly in
equity,while the ineffective portion is recognized immediately in
profit or loss.

Amounts taken to equity are transferred to the profit or loss
when the hedged transaction affectsprofit or loss, such as when
hedged financial income or expense is recognized or when a
forecast

sale or purchase occurs. Where the hedged item is the cost of a
nonfinancial asset or liability, the
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amounts taken to equity are transferred to the initial carrying
amount of the nonfinancial asset orliability.

If the forecast transaction is no longer expected to occur,
amounts previously recognized in equityare transferred to the
statement of comprehensive income. If the hedging instrument
expires or issold, terminated or exercised without replacement or
rollover, or if its designation as a hedge isrevoked, amounts
previously recognized in equity remain in equity until the forecast
transactionoccurs. If the related transaction is not expected to
occur, the amount is recognized in the profit orloss.

Other Financial Liabilities. This category pertains to financial
liabilities that are notheld-for-trading or not designated as at
FVPL upon the inception of the liability where thesubstance of the
contractual arrangements results in the Jollibee Group having an
obligation eitherto deliver cash or another financial asset to the
holder, or to exchange financial assets or financial

liabilities with the holder under conditions that are
potentially unfavorable to the Jollibee Group.These include
liabilities arising from operations or borrowings.

Other financial liabilities are recognized initially at fair
value and are subsequently carried atamortized cost, taking into
account the impact of applying the effective interest method
ofamortization (or accretion) for any related premium, discount and
any directly attributabletransaction costs. Gains and losses are
recognized in profit or loss when the liabilities arederecognized,
as well as through the amortization process.

This category includes long-term debt (including current
portion), liability for acquisition ofbusinesses (including current
portion) and trade payables and other current liabilities
(excludinglocal and other taxes and unearned revenue from gift
certificates).

The components of issued financial instruments that contain both
liability and equity elements areaccounted for separately, with the
equity component being assigned the residual amount afterdeducting
from the instrument as a whole the amount separately determined as
the fair value of theliability component on the date of issue.

Debt Issue CostsDebt issue costs are deducted against long-term
debt and are amortized over the terms of therelated borrowings
using the effective interest method.

Impairment of Financial AssetsThe Jollibee Group assesses at
each reporting date whether a financial asset or a group of
financial

assets is impaired. A financial asset or a group of financial
assets is deemed to be impaired ifthere is objective evidence of
impairment as a result of one or more events that occurred after
theinitial recognition of the asset (an incurred loss event) and
that the loss event has an impact on theestimated future cash flows
of the financial asset or a group of financial assets that can be
reliablyestimated. Objective evidence of impairment may include
indications that the borrower or a groupof borrowers is
experiencing significant financial difficulty, default or
delinquency in interest orprincipal payments, the probability that
they will enter bankruptcy or other financialreorganization and
where observable data indicate that there is measurable decrease in
theestimated future cash flows, such as changes in arrears or
economic conditions that correlate withdefaults.
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Loans and Receivables. The Jollibee Group first assesses whether
objective evidence ofimpairment exists individually for financial
assets that are individually significant or collectivelyfor
financial assets that are not individually significant. If it is
determined that no objectiveevidence of impairment exists for an
individually assessed financial asset, whether significant ornot,
the asset is included in a group of financial assets with similar
credit risk characteristics andthat group of financial assets is
collectively assessed for impairment. Factors considered
inindividual assessment are payment history, past-due status and
term, development affectingcompanies and specific issues with
respect to the accounts. The collective assessment wouldrequire the
Jollibee Group to group its receivables based on the credit risk
characteristics(customer type, payment history, past-due status and
term) of the customers. Changes incircumstances may cause future
assessment of credit risk to be materially different from
currentassessments, which could require an increase or decrease in
the allowance account. The JollibeeGroup also considers factors,
such as, the type of assets, the financial condition or near
termprospect of the related company or account, and the intent and
ability to hold on the assets long

enough to allow any anticipated recovery. Assets that are
individually assessed for impairmentand for which an impairment
loss is, or continues to be recognized, are not included in
thecollective assessment of impairment.

If there is objective evidence that an impairment loss on loans
and receivables has been incurred,the amount of loss is measured as
the difference between the assets carrying amount and thepresent
value of estimated future cash flows (excluding future credit
losses that have not beenincurred) discounted at the financial
assets original effective interest rate (i.e., the
effectiveinterest rate computed at initial recognition). If a loan
has a variable interest rate, the discount ratefor measuring any
impairment loss is the current effective interest rate. The
carrying amount ofthe asset is reduced through the use of an
allowance account and the amount of loss is recognizedin profit or
loss under General and administrative expenses account. Interest
income continues

to be recognized based on the original effective interest rate
of the asset. Loans and receivables,together with the associated
allowance, are written off when there is no realistic prospect of
futurerecovery.

If, in a subsequent year, the amount of the estimated impairment
loss decreases because an eventoccurring after the impairment was
recognized, the previously recognized impairment loss isreversed.
Any subsequent reversal of an impairment loss is recognized in
profit or loss, to theextent that carrying value of asset does not
exceed its amortized cost at the reversal date.

Quoted AFS Equity Investments. In the case of equity investments
classified as AFS financialassets, an objective evidence of
impairment would include a significant or prolonged decline in
thefair value of the investments below its cost. Significant is to
be evaluated against the original

cost of the investment and prolonged against the period in which
the fair value has been belowits original cost. When there is
evidence of impairment, the cumulative loss which is measured asthe
difference between the acquisition cost and the current fair value,
less any impairment loss onthat financial asset previously
recognized in other comprehensive income under Unrealized
gain(loss) on available-for-sale financial assets, is removed from
equity and recognized in the profitor loss. Impairment losses on
equity investments are not reversed through profit or loss;
increasesin fair value after impairment are recognized directly as
other comprehensive income.

Unquoted AFS Equity Investments. If there is objective evidence
that an impairment loss has beenincurred in an unquoted equity
instrument that is not carried at fair value because its fair
valuecannot be reliably measured, or on a derivative asset that is
linked to and must be settled bydelivery of such an unquoted equity
instrument, the amount of loss is measured as the difference

between the assets carrying amount and the present value of
estimated future cash flowsdiscounted at the current market rate of
return for a similar financial asset.


	
8/10/2019 Jollibee Audited Fs

23/88

- 15 -

*SGVMG200087*

Derecognition of Financial Assets and Liabilities

Financial Assets. A financial asset (or, where applicable a part
of a financial asset or part of agroup of similar financial assets)
is derecognized when:

(a) the rights to receive cash flows from the asset have
expired;

(b) the Jollibee Group retains the right to receive cash flows
from the asset, but has assumed anobligation to pay them in full
without material delay to a third party under a
pass-througharrangement; or

(c) the Jollibee Group has transferred its rights to receive
cash flows from the asset and either(i) has transferred
substantially all the risks and rewards of the asset, or (ii) has
neithertransferred nor retained substantially all the risks and
rewards of the asset, but has transferredcontrol of the asset.

When the Jollibee Group has transferred its rights to receive
cash flows from the asset or hasentered into a pass-through
arrangement, and neither transferred nor retained substantially
allthe risks and rewards of the asset nor transferred control of
the asset, the asset is recognized to theextent of the Jollibee
Groups continuing involvement in the asset. In that case, the
Jollibee Groupalso recognizes an associated liability. The
transferred asset and the associated liability aremeasured on a
basis that reflects the rights and obligations that the Jollibee
Group has retained.

Continuing involvement that takes the form of a guarantee over
the transferred asset is measuredat the lower of the original
carrying amount of the asset and the maximum amount of
theconsideration that the Jollibee Group could be required to
pay.

Financial Liabilities. A financial liability is derecognized
when the obligation under the liabilityis discharged, cancelled or
has expired.

When an existing financial liability is replaced by another from
the same lender on substantiallydifferent terms, or the terms of an
existing liability are substantially modified, such an exchange
ormodification is treated as a derecognition of the original
liability and the recognition of a newliability, and the difference
in the respective carrying amounts is recognized in profit or
loss.

Offsetting Financial InstrumentsFinancial assets and financial
liabilities are offset and the net amount is reported in
theconsolidated statements of financial position if, and only if,
there is a currently enforceable legal

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

InventoriesInventories are valued at the lower of cost and net
realizable value. Costs are accounted for asfollows:

Processed inventories - First-in, first-out basis. Cost includes
directmaterials, labor and a proportion ofmanufacturing overhead
costs based on normaloperating capacity.

Food supplies, packaging, store andother supplies, and novelty
items

- Purchase cost on a first-in, first-out basis.
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Net realizable value of processed inventories is the estimated
selling price in the ordinary courseof business, less estimated
costs of completion and the estimated costs necessary to make the
sale.

Net realizable value of food supplies, packaging, store and
other supplies is the currentreplacement cost.

Net realizable value of novelty items is the estimated selling
price in the ordinary course ofbusiness, less the estimated costs
necessary to make the sale.

Property, Plant and EquipmentProperty, plant and equipment,
except land, are stated at cost less accumulated depreciation
andamortization and any accumulated impairment in value. Such cost
includes the cost of replacingpart of property, plant and equipment
at the time that cost is incurred, if the recognition criteria
aremet, and excludes the costs of day-to-day servicing. Land is
stated at cost less any impairment in

value.

The initial cost of property, plant and equipment consists of
its purchase price, including importduties and taxes and any other
costs directly attributable in bringing the asset to its
workingcondition and location for its intended use. Expenditures
incurred after the property, plant andequipment have been put into
operation, such as repairs and maintenance, are normally charged
toincome in the year in which the costs are incurred. In situations
where it can be clearlydemonstrated that the expenditures have
resulted in an increase in the future economic benefitsexpected to
be obtained from the use of an item of property, plant and
equipment beyond itsoriginally assessed standard of performance,
the expenditures are capitalized as additional costs ofproperty,
plant and equipment.

Depreciation and amortization are calculated on a straight-line
basis over the following estimateduseful lives of the assets:

Land improvements 5 yearsPlant, buildings, condominium units and
improvements 540 yearsLeasehold rights and improvements 210 years
or term of the lease,

whichever is shorterOffice, store and food processing equipment
215 yearsFurniture and fixtures 35 yearsTransportation equipment 35
years

An item of property, plant and equipment is derecognized upon
disposal or when no future

economic benefits are expected from its use or disposal. Any
gain or loss arising on derecognitionof the asset (calculated as
the difference between the disposal proceeds and the carrying
amount ofthe asset) is included in profit or loss in the period the
asset is derecognized.

The residual values, if any, useful lives and depreciation and
amortization method of the assets arereviewed and adjusted, if
appropriate, at each financial period.

When each major inspection is performed, its cost is recognized
in the carrying amount of theproperty, plant and equipment as a
replacement if the recognition criteria are satisfied.

The carrying values of property, plant and equipment are
reviewed for impairment when events orchanges in circumstances
indicate that the carrying value may not be recoverable. Fully

depreciated assets are retained in the accounts until they are
no longer in use and no furtherdepreciation is credited or charged
to profit or loss.
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Construction in progress represents structures under
construction and is stated at cost less anyimpairment in value.
This includes the cost of construction and other direct costs. Cost
alsoincludes interest on borrowed funds incurred during the
construction period. Construction inprogress is not depreciated
until such time that the relevant assets are completed and put
intooperational use.

Fully depreciated assets are retained in the accounts until they
are no longer in use and no furtherdepreciation and amortization is
credited or charged to profit or loss.

Investment PropertiesInvestment properties consist of land and
buildings and building improvements held by theJollibee Group for
capital appreciation and rental purposes. Investment properties,
except land,are carried at cost, including transaction costs, less
accumulated depreciation and amortization andany impairment in
value. Cost also includes the cost of replacing part of an existing
investment

property at the time that cost is incurred if the recognition
criteria are met; and excludes the costsof day-to-day servicing of
an investment property. Land is carried at cost less any impairment
invalue.

The depreciation of buildings and building improvements are
calculated on a straight-line basisover the estimated useful lives
of the assets which are five (5) to twenty (20) years.

The residual values, if any, useful lives and method of
depreciation and amortization of the assetsare reviewed and
adjusted, if appropriate, at each financial year-end.

Investment property is derecognized when either it has been
disposed of or when the investmentproperty is permanently withdrawn
from use and no future economic benefit is expected from its

disposal. Any gains or losses on the retirement or disposal of
an investment property arerecognized in profit or loss in the year
of retirement or disposal.

Transfers to investment property are made only when there is a
change in use, evidenced byending of owner-occupation, or
commencement of an operating lease to another party. Transfersfrom
investment property are made only when there is a change in use,
evidenced bycommencement of owner-occupation or commencement of
development with a view to sell.

Business CombinationsBusiness combinations are accounted for
using the acquisition method. Applying the acquisitionmethod
requires the (a) determination whether the Jollibee Group will be
identified as theacquirer, (b) determination of the
acquisition-date, (c) recognition and measurement of the

identifiable assets acquired, liabilities assumed and any
non-controlling interest in the acquireeand (d) recognition and
measurement of goodwill or a gain from a bargain purchase.

The cost of an acquisition is measured as the aggregate of the
(a) consideration transferred by theJollibee Group, measured at
acquisition-date fair value, (b) amount of any non-controlling
interestin the acquiree and (c) acquisition-date fair value of the
Jollibee Groups previously held equityinterest in the acquire in a
business combination achieved in stages. Acquisition costs incurred
areexpensed and included in General and administrative expenses
account in the consolidatedstatement of comprehensive income.

Initial Measurement of Non-controlling Interest. For each
business combination, the JollibeeGroup measures the
non-controlling interest in the acquire using the proportionate
share of the

acquirees identifiable net assets.
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Business Combination Achieved in Stages. In a business
combination achieved in stages, theJollibee Group remeasures its
previously held equity interests in the acquiree at its
acquisition-datefair value and recognizes the resulting gain or
loss, if any, in profit or loss.

Contingent Consideration or Earn-out. Any contingent
consideration or earn-out to be transferredby the Jollibee Group
will be recognized at fair value at the acquisition-date.
Subsequent changesto the fair value of the contingent consideration
which is deemed to be an asset or liability, will berecognized
either in profit or loss or as a change to other comprehensive
income. If the contingentconsideration is classified as equity, it
should not be remeasured until it is finally settled
withinequity.

Goodwill

Initial Measurement of Goodwill or Gain on a Bargain Purchase.
Goodwill is initially measured

by the Jollibee Group at cost being the excess of the aggregate
of the consideration transferred andthe amount recognized for
non-controlling interest over the net identifiable assets acquired
andliabilities assumed. If this consideration is lower than the
fair value of the net assets of thesubsidiary acquired, the
difference is recognized in profit or loss as gain on a bargain
purchase.Before recognizing a gain on a bargain purchase, the
Jollibee Group determines whether it hascorrectly identified all of
the assets acquired and all of the liabilities assumed and
recognize anyadditional assets or liabilities that are identified
in that review.

Subsequent Measurement of Goodwill. Following initial
recognition, goodwill is measured at costless any accumulated
impairment losses.

Impairment Testing of Goodwill. For the purpose of impairment
testing, goodwill acquired in a

business combination is, from the acquisition-date, allocated to
each of the Jollibee Groupscash-generating units (CGU), or groups
of CGUs, that are expected to benefit from the synergiesof the
combination, irrespective of whether other assets or liabilities of
the acquiree are assignedto those units or groups of units. Each
unit or group of units to which the goodwill is allocated:

represents the lowest level within the Jollibee Group at which
the goodwill is monitored forinternal management purposes; and

is not larger than an operating segment as defined in PFRS 8,
Operating Segments,beforeaggregation.

Frequency of Impairment Testing. Irrespective of whether there
is any indication of impairment,the Jollibee Group tests goodwill
acquired in a business combination for impairment annually.

Allocation of Impairment Loss. An impairment loss is recognized
for a CGU if the recoverableamount of the unit or group of units is
less than the carrying amount of the unit or group of units.The
impairment loss is allocated to reduce the carrying amount of the
assets of the unit or group ofunits first to reduce the carrying
amount of goodwill allocated to the CGU or group of units andthen
to the other assets of the unit or group of units pro rata on the
basis of the carrying amount ofeach asset in the unit or group of
units.

Measurement Period. If the initial accounting for a business
combination is incomplete by the endof the reporting period in
which the combination occurs, the Jollibee Group reports in
itsconsolidated financial statements provisional amounts for the
items for which the accounting is

incomplete. The measurement period ends as soon as the Jollibee
Group receives the informationit was seeking about facts and
circumstances that existed as of the acquisition-date or learns
that
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more information is not obtainable. The measurement period does
not exceed one year from theacquisition-date.

Intangible AssetsThe cost of trademarks acquired in a business
combination is the fair value as at the date ofacquisition. The
Jollibee Group assessed the useful life of the trademarks to be
indefinite becausebased on an analysis of all of the relevant
factors; there is no foreseeable limit to the period overwhich the
asset is expected to generate cash inflows for the Jollibee
Group.

Trademarks and brand names with indefinite useful lives are not
amortized but are tested forimpairment annually either individually
or at the CGU level. The useful life of an intangible assetis
assessed as indefinite if it is expected to contribute net cash
inflows indefinitely and is reviewedannually to determine
whetherthe indefinite life assessment continues to be supportable.
If not,the change in the useful life assessment from indefinite to
finite is made ona prospective basis.

Gains or losses arising from derecognition of an intangible
asset are measured as the differencebetween the net disposal
proceeds and the carrying amount of the asset and are recognized in
theconsolidated statement of comprehensive income when the asset is
derecognized.

Interests in and Advances to Joint Ventures, Co-venturers and
Associate

Interests in and Advances to Joint Ventures and Co-venturers.
This account consists of interestsin and advances to joint ventures
and co-venturers.

A joint venture is a contractual arrangement whereby two or more
parties (venturers) undertake aneconomic activity that is subject
to joint control. Joint control exists only when the strategic

financial and operating decisions relating to the activity
require the unanimous consent of theventurers. A jointly controlled
entity is a joint venture that involves the establishment of
acompany, partnership or other entity to engage in economic
activity that the Jollibee Group jointlycontrols with its fellow
venturer.

The Jollibee Group has interests in joint ventures which are
jointly controlled entities accountedfor using the equity method
based on the percentage share of ownership and
capitalization.Interests in joint ventures are accounted for under
the equity method from the date the joint controlis obtained.

Under the equity method, the interests in joint ventures are
carried in the consolidated statementsof financial position at cost
plus the Jollibee Groups share in post-acquisition changes in the
net

assets of the joint ventures and associate, less any impairment
in value. Goodwill relating to thejoint ventures is included in the
carrying amount of the investment and is not amortized.
Theconsolidated statements of comprehensive income include the
Jollibee Groups share in thefinancial performance of the joint
ventures.

When the Jollibee Groups share of losses in the joint ventures
equals or exceeds its interest,including any other unsecured
receivables, the Jollibee Group does not recognize further
losses,unless it has incurred obligations or made payments on
behalf of the joint ventures. Where therehas been a change
recognized directly in the equity of the joint venture, the
Jollibee Grouprecognizes its share in any changes and discloses
this, when applicable, in the consolidatedstatements of changes in
equity.
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The reporting dates of the Parent Company and the joint ventures
are identical and the lattersaccounting policies conform to those
used by the Parent Company for like transactions and eventsin
similar circumstances. Unrealized gains arising from transactions
with the joint ventures areeliminated to the extent of the Jollibee
Groups interests in the joint ventures against the
relatedinvestments. Unrealized losses are eliminated similarly but
only to the extent that there is noevidence of impairment in the
asset transferred.

The Jollibee Group ceases to use the equity method of accounting
on the date from which it nolonger has joint control, or
significant influence in the joint ventures and associate or when
theinterest becomes held for sale.

Upon loss of joint control, the Jollibee Group measures and
recognizes its remaining investment atits fair value. Any
difference between the carrying amount of the former jointly
controlled entitiesupon loss of joint control, the fair value of
the remaining investment and proceeds from disposal is

recognized in profit or loss. When the remaining interest in
joint ventures constitutes significantinfluence, it is accounted
for as interest in an associate.

Interest in an Associate. This account consists of investment in
an associate. An associate is anentity in which the Jollibee Group
has significant influence and which is neither a subsidiary nor
ajoint venture.

The Jollibee Groups investment in an associate are accounted for
using the equity method. Anassociate is an entity in which the
Jollibee Group has significant influence.

Under the equity method, the investment in an associate is
carried in the consolidated statementsof financial position at cost
plus post acquisition changes in the Jollibee Groups share of
netassets of the associate. Goodwill relating to the associate is
included in the carrying amount of the

investment and is neither amortized nor individually tested for
impairment.

The consolidated statements of comprehensive income reflect the
share of the financialperformance of the associate. When there has
been a change recognized directly in the equity ofthe associate,
the Jollibee Group recognizes its share of any changes and
discloses this, whenapplicable, in the consolidated statements of
changes in equity. Unrealized gains and lossesresulting from
transactions between the Jollibee Group and the associate are
eliminated to theextent of the interest in the associate.

The Jollibee Groups share in profit (loss) of the associate is
shown on the face of the consolidatedstatements of comprehensive
income as Equity in net earnings (loss) of joint ventures
andassociate, which is the profit (loss) attributable to equity
holders of the associate.

The financial statements of the associate are prepared for the
same reporting period as the JollibeeGroup. Where necessary,
adjustments are made to bring the accounting policies in line with
thoseof the Jollibee Group.

After application of the equity method, the Jollibee Group
determines whether it is necessary torecognize an additional
impairment loss on its investment in an associate. The Jollibee
Groupdetermines at each reporting period whether there is any
objective evidence that the investments inassociates are impaired.
If this is the case, the Jollibee Group calculates the amount of
impairmentas the difference between the recoverable amount of the
associate and its carrying value andrecognizes the amount in the
Equity in net earnings (loss) of joint ventures and an
associateaccount in the consolidated statements of comprehensive
income.
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Upon loss of significant influence over the associate, the
Jollibee Group measures and recognizesany retaining investment at
its fair value. Any difference between the carrying amount of
theassociate upon loss of significant influence a
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