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SECURITIES AND EXCHANGE COMMISSION 
 

SEC FORM 17-Q 
 

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES REGULATION CODE 
AND SRC RULE 17(2)(b) THEREUNDER 

 
 

 
1.  For the quarterly period ended   September 30, 2006 
 
2.  Commission Identification Number 12998    3.  BIR Tax Identification Number 000-064-134-000 
 
4.  Exact name of registrant as specified in its charter:  RFM CORPORATION 
 
5.                Philippines                                       6.      (SEC Use Only) 
     Province, Country or other jurisdiction of       Industry Classification Code: 
 incorporation or organization 
 
7.  RFM Corporate Center, Corner Pioneer and Sheridan Sts., Mandaluyong City   1550  
       Address of issuer’s principal office                  Postal Code 
 
8.                      0632-631-81-01      
      Registrant’s telephone number, including area code 
 
9.    Not applicable               
      Former name, former address, and former fiscal year, if changed since last report 
 
10. Securities registered pursuant to Sections 4 and 8 of the RSA 
 
 Number of Shares of Common Stock 
Title of Each Class Outstanding and Amount of Debt 

Outstanding 
   Common shares, P 2.00 par value 1,570,933,950 
 
11.  Are any or all of these securities listed in the Philippine Stock Exchange? 
 
 Yes [  x  ]  No [    ] 
 
12.  Indicate by check mark whether the registrant: 
 
       a.  has filed all reports required to be filed by Section 11 of the Revised Securities Act (RSA) and 
RSA Rule 11(a)-1 thereunder and Sections 26 and 141 of the Corporation Code of the Philippines 
during the preceding 12 months (or for such shorter period that the registrant was required to file such 
reports): [Note:  Sec. 26 of the CCP deals with reporting of election of directors or officers to the SEC; 
Sec. 141 with the submission of financial statements to the SEC.] 
 
 Yes    [  x  ] No [       ] 
 
       b.  has been subject to such filing requirements for the past 90 days. 
 
 Yes    [  x  ] No [       ] 

 
 
 
 
 



Item 1. Financial Statements. 
 
The consolidated financial statements is filed as part of this form 17-Q pages 6 to 10 and is 
incorporated herein by reference to said quarterly reports. 
 
 
Item 2. Management’s Discuss ion and Analysis of Results of Operations and F inancial 
Cond ition. 
 
 
Results of Operations 
 
RFM Corporation posted a net income of P115 million for the first nine months of the year, an 
increase of about 69 percent from the P68 million recorded for the same period last year. 
 
The company attributed the positive trend to the continuing strong performance of its flour, baked 
goods and ice cream businesses, as well as to the cost-containment and margin-improvement 
contributions of its milk, juice, meat and other businesses. 
 
Consolidated net sales remained flat for the first nine months of the year as the company continued to 
replace marginal niche products with fewer but better-margin mass-market products. 
 
Sales growth was also affected by the super-typhoon Milenyo at the end of the third quarter, especially 
in ice cream, chilled meat and other products requiring steady power for cold storage and distribution. 
 
Better income performance was also attributed to lower financing charges due to partial loan 
payments. 
 
Nonetheless, RFM is banking its growth strategy on its recently announced drive towards 
manufacturing affordable-quality food and beverage products for the mass market.  The company is 
developing more new products within the reach of the broader income classes who put priority on 
getting value-for-money from their daily food purchases. 
 
 
Financial Cond ition  
 
The company's consolidated assets stood at P 9.5 billion as of September 2006. 
 
Analysis of Balance Sheet Accounts 
 
Cash and cash equivalent went down by 24% due to payment to suppliers and loan amortization. 
 
Accounts receivables decreased by 7% as a result of efficient collection effort. 
 
Higher importation of raw materials for the food and property development in real estate businesses 
increased inventories by 15%. 
 
Other current assets decreased by 30% due to amortization of prepayments. 
 
Higher availment of loan for working capital of subsidiaries increased bank loans from 681 million to 
1.2 billion. 
  
Accounts payable and accrued expenses went down by 9% due to payment to suppliers and 
importations. 
 
The 18% decrease in acceptances payable was due to settlement of maturing obligations. 
  



Current portion of long-term loan went down by 82% due to payment of long-term amortization. 
 
Basic performance indicators are employed across all businesses of the Company.  Comparisons are 
made versus plan and previous year's performance.  The Company and its majority-owned 
subsidiaries top five (5) key performance indicators are as follows: 
 
 

In Millions Sep 2006 Sep 2005 
Revenues 4,270 4,489 
Operating Margin 241 246 
Net Income (Loss) 115 68 
EBITDA 344 344 
Current Ratio 1.63 1.65 

 
 

1. Revenue Growth 
These indicate external performance of the Company and its subsidiaries in relation to the movement 
of consumer demand and the competitors' action to the market behavior. These also express market 
acceptability and room for development and innovations.  These are being monitored and compared 
as a basis for further study and development. 
 

2. Operating Margin  
This shows the result after operating expenses have been deducted.  Operating expenses are examined, 
checked and traced for major expenses.  These are being analyzed and compared to budget, and previous 
years, to ensure prudence and discipline in spending behind marketing and selling activities. 

3. Net Income 
This represents the outcome or results of operations.  This measures the over-all performance of the 
team, the consequence of all the contributory factors affecting supply, demand, utilization and 
decisions.  
 

4. EBITDA 
This measures the Company's ability to generate cash from operation by adding back non-cash expenses 
(i.e. depreciation and amortization expense) to earnings before interest and tax. 

5. Current Ratio 
This determines the company's ability to meet its currently maturing obligations using its current 
resources. 
 

 
PART II – OTHER INFORMATION 

 
 
Other than the notes to financial statements, the company has no other pertinent information to 
disclose in this quarterly report. 

 
 
 
 
 
 
 
 
 
 



 



 
 

RFM CORPORATION AND SUBSIDIARIES   

CONSOLIDATED BALANCE SHEETS   
Amoun t in Milli ons   
  Unaudited Audited 
    Sep 2006 Dec 2005 
Current Assets   
Cash and cash equivalents 452  593  
Accounts Receivable 1,518  1,637  
Inventories 4,362  3,789  
Other current assets 103  146  
 Total Current Asset 6,435  6,165  
Noncurrent Assets   
Available for sale investments-Net 924  924  
Investment and advances 288  287  
Property, plant and equipment, Net 1,085  1,153  
Investment property 251  254  
Other noncurrent assets 504  498  
 Total noncurrent assets 3,052  3,117  
Total Assets 9,487  9,282  
    
 LIABILITIES & STOCKHOLDERS© EQUITY   

Current Liabili ties   
Bank Loans 1,201  681  
Accounts Payable and accrued expenses 1,264  1,393  
Acceptance Payable 224  273  
Other Current Liabilities 1,208  1,238  
Current portion of long-term debt 49  277  
  Total Current Liabilities 3,946  3,861  
Noncurrent Liabili ties   
Long-term Debt, Net of current portion 1,103  1,118  
Net Pension Obligations 97  97  
Other noncurrent liablities 50  50  
  Total non current liabili ties 1,249  1,265  
Total Liabili tes 5,196  5,126  
    
Equity   
Equity att ributable to equ ity ho lders of the Parent   
Capital Stock 3,928  3,928  
Capital in excess of par 1,051  1,054  
Net unrealized gains on AFS Investments 33  33  
Retained earnings(deficit)  282  190  
   5,294  5,204  
Treasury Stock (1,016) (1,057) 
  4,278  4,147  
Minority Interest 13  9  
  Total Stockholders© Equity 4,291  4,156  
    
Total Liabili ties and Stockholders© Equity 9,487  9,282  



 
 
 

RFM Corporation and Subsidiaries     

Unaudited  Statements of Income      
(Amoun t in Milli ons exce pt EPS)     

    Quarter - July to Sep YTD - Jan to Sep 
    2006 2005 2006 2005 
      
 NET SALES       1,341             1,517      4,270      4,489  
      
 COST OF SALES       1,014             1,153     3,194      3,424  
      
 GROSS PROFIT           327                 364      1,076      1,065  
      
 OPERATING EXPENSES          275                269         836         819  
      
 INCOME FROM OPERATION            53                   95         241         246  
      
 OTHER INCOME(CHARGES)          (29)                (36)        (80)      (149) 
      
 INCOME(LOSS) FROM OPERATIONS BEF INC TAX      
    AND MINORITY INTEREST            24                   59         161           97  
      
 PROVISION FOR INCOME TAX              5                  11           49           31  
      
 INC(LOSS) OPERATIONS BEF MINORITY INTEREST            19                  48         112           66  
      
 MINORITY INTEREST           (2)                 (2)          (4)          (2) 
      
 NET INCOME(LOSS)            20                  50         115          68  

      
  2006 2005   
EARNINGS PER SHARE:     
 BASIC 0.013  0.032    
 DILUTED 0.013  0.032    
Computation o f Earnings per Share     
 Net Income(loss) (In Millions) 20  50    

      
 Common shares 1,963,857,703  1,963,857,703    
 Less: Treasury Stock 392,923,753  409,102,904    
 Basic issued and outstanding common shares 1,570,933,950  1,554,754,799    

 
 
 
 
 
 
 
   



 
 
RFM CORPORATION AND SUBSIDIARIES   

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS  
(Amoun t in Milli ons)   
    
  January  to September 
  2006 2005 
    
CASH FLOWS FROM OPERATING ACTIVITIES   
Net Income(Loss) 115  68  
Adjustments to reconcile net income to net cash provided by   
 (used in ) operating activities:   
 Depreciation and amortization 143  103  
 Changes in assets and liabili ties   
 Decrease(increase) in:   
    Accounts receivable 119  (140) 
    Inventories (573) (157) 
    Other current assets 43  3  
 Increase(decrease) in:   
    Accounts payable and accrued expenses (129) (18) 
    Trust receipts and acceptances payable (49) 67  
    Other current liabilites (30) (3) 
Net cash provided by (used in) operating activities (360) (77) 
CASH FLOWS FROM INVESTING ACTIVITIES   
Decrease (increase) in investments and advances (0) 109  
Increase in property and equipment (72) 7  
Decrease(increase) in other assets (6) (39) 
Net cash used in investing activities (78) 77  
CASH FLOWS FROM FINANCING ACTIVITIES   
Net availment(repayment) of LTL & STL 277  (64) 
Reissuance of treasury stock 16  0  
Increase(decrease) in other noncurrent liabilities and minority interest 3  (2) 
Net cash provided by (used in) financing activities 296  (66) 
NET INCREASE(DECREASE) IN CASH AND CASH   
 EQUIVALENTS (141) (66) 
CASH AND CASH EQUIVALENTS, BEGINNING 593  511  
CASH AND CASH EQUIVALENTS, END 452  445  

 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
RFM CORPORATION           
PARENT COMPANY STATEMENTS OF CHANGES IN STOCKHOLDERS© EQUITY  
(Amount in Millions)       
         
       UNAUDITED 
              SEP 2006 SEP 2005 
         
CAPITAL STOCK:      
 Authorized:   Number of shares   
  Preferred stock, 10% cumulative     

     and convertible - P1 par value 
     
300,000,000     

  Common stock - P2 par value 
  
2,350,000,000     

         
Issued and outstanding:      

  
Common 
stock   

  
1,570,933,950             3,928         3,928  

         
CAPITAL IN EXCESS OF PAR VALUE             1,051         1,054  
         
NET UNREALIZED GAINS ON AFS INVESTMENTS                 33   
         
RETAINED EARNINGS (DEFICIT)     
 Balance at beginning of year                190              64  
 Reissuance of Treasury shares               (23)              -    
 Net Income (Loss)                 115              68  
  Balance at end of year                    282            132  
         
TREASURY STOCK               (1,016)      (1,056) 
         
                        4,278            4,058  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



RFM Corporation and Subsidiaries     
Segment Information     
(Amoun t in Milli ons)     
     
Information with regard to the RFM Group©s significant business segments is as follows: 

3RD SEMESTER - AS OF SEPTEMBER 2006 
  Food Non Food Eliminations Consolidated 
Net Sales     
External sales       3,549           752              (31)           4,270  
Intersegment sales                   -    
        3,549           752              (31)           4,270  

Results     
Income (loss) from operations     
  before income tax and     
  minority interest          135             25                -                 161  
Interest and other financial     
  charges (income) - net          (86)         (16)               -                (102) 
Equity in net losses (earnings)     
  of affiliates              8          (17)               -                   (9) 
Provision for income tax                   49  
Net Income                    115  

Other Information     
Segment assets       2,920        5,536          (2,371)           6,085  
Investments and advances       3,704             28          (2,463)           1,269  
Consolidated total assets       7,549        5,908          (4,249)           9,208  

Consolidated total liabilities       3,438        4,164          (2,653)           4,949  

3RD SEMESTER – AS OF SEPTEMBER 2005 
  Food Non Food Eliminations Consolidated 
Net Sales     
External sales       3,896           611                 (18)           4,489  
Intersegment sales     

        3,896           611              (18)           4,489  

Results     
Income (loss) from operations     
  before income tax and     
  minority interest            61             36                  97  
Interest and other financial     
  charges (income) - net        (117)           (28)              (145) 
Equity in net losses (earnings)     
  of affiliates             8            (17)                 (9) 
Provision for income tax                      31  

Net Income                      68  

Other Information     
Segment assets       3,545         4,286            (2,079)           5,752  
Investments and advances       3,033              19            (1,923)           1,129  
Consolidated total assets       7,506        5,949          (3,746)           9,709  

Consolidated total liabilities 
       
3,593  

       
4,269          (2,235)           5,627  

 



RFM Corporation and Subsidiaries 
Age Analysis of Trade Accoun ts Receivable 

As of September 2006 
Amoun t in Milli ons 

   
   
   
   
   
   

  Amount % 
      
Under Six (6) Months          1,121  94% 
      
Six (6) Months to One (1) Year               10  1% 
      
Over One (1) Year               66  6% 
      
Past Due               -    0% 
      
BALANCE          1,197  100% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
RFM CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 
1. Corporate Information 

RFM Corporation (the Parent Company) is incorporated in the Philippines and is a public company 
under Sec17.2 of the Securities of Regulation Code.  Its shares of stock are listed in the Philippine 
Stocks Exchange.  The Parent Company is engaged in the manufacture and sale of flour, pasta 
and other flour products; fats and oil products; milk and juices; and meat products.  Its major 
subsidiary, Philippine Townships, Inc. is engaged in property development and leasing of real 
estate properties. 

The consolidated financial statements include the accounts of the Parent company and the 
following subsidiaries which are all incorporated in the Philippines. 
 
 Percentage of Ownership 
 2005 2004 
Continuing businesses:   
 Cabuyao Meat Processing Corp. (formerly Bringmenow, 
Inc.) 

100.00 100.00 

 Interbake Commissary Corporation 100.00 100.00 
 Philippine Townships, Inc. and Subsidiaries (Philtown) 100.00 100.00 
  RFM Realty Marketing Corporation** 100.00 100.00 
  Philtown Property Management, Inc.** 100.00 100.00 
  First Tanauan Realty Corporation (FTRC)* 100.00 100.00 
  McKinley Tower, Inc.* 100.00 100.00 
  First San Rafael Realty Corp.** 100.00 100.00 
  Metropolitan Towers Corporation  
   (incorporated in 2004)* 

 
100.00 

 
100.00 

  Philtown Utilities Corporation 100.00 100.00 
 RFM Equities, Inc. and Subsidiaries (RFM Equities) 100.00 100.00 
  RFM Insurance Brokers, Inc. 100.00 100.00 
  Conglomerate Securities and Financing Corporation 88.68 88.68 
 RFM Foods Philippines Corporation (RFM Foods)** 100.00 100.00 
 Southstar Bottled Water Company, Inc.** 100.00 100.00 
 Swift Tuna Corporation (Swift Tuna) ** 100.00 100.00 
 FWBC Holdings, Inc. and Subsidiary 83.38 83.38 
  Filipinas Water Bottling Company, Inc. (FWBC) 50.03 50.03 
 Rizal Lighterage Corporation 82.98 82.98 
 RFM Canning and Marketing Corporation** 70.00 70.00 
 WS Holdings, Inc. 60.00 60.00 

 

 * In preoperating stage. 
 ** Dormant. 

The registered office address of the Parent Company is RFM Corporate Centre, corner Pioneer 
and Sheridan Streets, Mandaluyong City. 
 
 
 
 
 



2. Summary of Sign ificant Accoun ting Policies 
 
 
Changes in Accoun ting Policies 
 
The consolidated financial statements of the Parent Company and its subsidiaries (the Group) have 
been prepared in compliance with accounting principles generally accepted in the Philippines as set 
forth in the Philippine Financial Reporting Standards (PFRS).   
 
The Group prepared its consolidated financial statements in accordance with the latest audited 
financial statements as of December 31, 2005 which were prepared in compliance with the Philippine 
Financial Reporting Standards.. 
 
 
 

3. Segment Information 
 

The Group is organized into two major operating business segments, namely: (1) Food and 
(2) Non Food.  The Group's food businesses include the manufacture of flour, pasta and other 
flour products; fats and oil products; milk and juices; meat products; ice cream and buns.  Non-
food activities consist of property development, insurance brokerage, financing, lighterage 
moving, cargo handling and other services. The operating business segments are the basis upon 
which the Group reports its primary segment information.  

 
Segment assets include all operating assets used by a segment and consist principally of 
operating cash, receivables, inventories and property, plant and equipment, net of allowance and 
provisions.  Segment liabilities include all operating liabilities and consist principally of trade, 
wages, and taxes currently payable and accrued liabilities. 

 
 
4. Accoun ts Receivable 
 
 

 Sep 2006 Dec 2005 

                      (Amounts in millions) 
Trade receivables         P=   1,198                     P=1,303 
Advances & other receivables                         777 891 
 1,975 2,194 
Less: Allow for doubtful 

accounts 
557 557 

             P=  1,418                     P=1,637 
 
 
5. Inventories 
 

For the manufacturing: this account consists of finished goods, raw materials, spare parts and 
supplies.  For real estate: this account consists of condominium and residential units for sale and 
land held for sale and development. 

 
 
 
6. Stockholders’ Equity  
 
The retained earnings is restricted for dividends declaration to the extent of the cost of treasury stock.  



In addition, the undistributed equity in net earnings of associates, included in retained earnings, will 
only be available for declaration as dividends when these are actually received. 

 
 

7. Related Party Transactions 
 
 Significant related party transactions are as follows: 
 

a. Sales and purchases of products and services to/from subsidiaries and other related parties: 
 

b. Availments/extensions of both interest-bearing and non interest-bearing cash advances mainly 
for working capital purposes and investment activities from/to subsidiaries and other related 
parties with no fixed repayment terms.  

 
c. Lease of certain warehouse and office spaces by the Parent Company and other subsidiaries 

from Philtown with automatic renewal every year unless terminated by the lessee.  
 

d. Distributorship services provided by the Parent Company to URICI for the export of frozen 
dairy dessert/mellorine.  

 
e. Management services of the Parent Company to its major subsidiaries covering the period 

July 1, 1998 to June 30, 2001, renewable by mutual agreement of the parties concerned.  
 

f. Non interest-bearing cash advances received by OMP from Philtown and the Parent Company 
to partially finance the construction and development of One Mckinley residential 
condominium project.  

 
g. Material intercompany transactions and outstanding balances of the Group were eliminated in 

the consolidated financial statements. 
 

h. Advances to related parties (included under “Other Noncurrent Assets” account in the 
consolidated balance sheets) represent the receivables from AFFC, Rolling Pin, Inc. and other 
related parties (fully covered by allowance for probable losses) and receivables from joint 
venture partners. 

 
Advances from related parties represent payable to stockholders of the Parent Company and other 
related parties. 
 
 
8.  Other Disc losures 
 
(a) There were no unusual items as to the nature and amount affecting assets, liabilities, equity, net 

income, or cash flow, except those stated in Management's Discussion and Analysis of Financial 
Condition and Results of Operations;  

(b) There is no material effect with the seasonal aspect of certain raw materials specifically wheat on 
the financial statements.  

(c) There were no material changes in estimates of amounts reported in prior financial years. 

(d) Except as disclosed, there were no known trends, demand, commitments, events or uncertainties 
that may have an impact on sales and income from continuing operations; 

(e) There are no issuances, repurchases and repayments of debt and equity securities other than 
mentioned; 



(f) There were no known trends, demands, commitments, events or uncertainties that will have 
material impact on the Company's liquidity nor have a favorable or unfavorable  impact on sales or 
revenues or income from continuing operations; 

(g) There were no dividends paid separately for ordinary shares and other shares; 

(h) There were no material events subsequent to the end of the interim period that have not been 
reflected in the financial statements for September  2006; 

(i) Other than mentioned, there were no effect of changes (if applicable) in the composition during the 
interim period, including business combinations, acquisition or disposal of subsidiaries and long 
term investments, restructuring and discontinuing operations; 

(j) There is no change in contingent liabilities since last December 2005 balance sheet; 

(k) There were no known events that will trigger direct or contingent financial obligation that is material 
to the Company, including any default or acceleration of an obligation that remain outstanding as of 
September 30, 2006.  

(l) There were no material off-balance sheet transactions, arrangements, obligations, and other 
relationship of the Company with unconsolidated entities or other persons created during the 
reporting period. 

 


