


Resilience Redefined

Resilience, likened to the bamboo plant, embodies
the essence of strength, flexibility, and perseverance
in the face of adversity. Much like the bamboo,
Vitarich possesses an inner resilience deeply
anchored in its rich experience and history,
providing stability and support during turbulent
times. With each challenge it encounters, Vitarich
embraces it as an opportunity for growth and
transformation - a reminder that true strength lies
not in resistance, but in resilience; not in rigidity, but
in flexibility; and not in defeat, but in the ability to rise
again, stronger, and more resilient than before.
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ABOUT THIS REPORT

This report outlines various aspects of our accomplishments and methodologies, demonstrating our efforts
to enhance growth. We invite you to examine this document to gain insight into our strategic approach and
operational methods in fulfilling our mission, upholding sustainability goals, and positively impacting

communities nationwide.
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LETTER TO SHAREHOLDERS

"We remain guardedly
hopeful about our
future prospects and
committed to navigating
these uncertainties with
strategic foresight and

resilience.”

Dear Fellow Shareholders,

We present to you our annual report for the year 2023, detailing our performance, achievements,
and strategic outlook. Despite the challenges posed by various factors, including market
dynamics and external risks, we report modest financial results and significant progress in key
areas of our business. We remain guardedly hopeful about our future prospects and committed

to navigating these uncertainties with strategic foresight and resilience.

In 2023, we achieved a total consolidated revenue of Php 12.5 billion, a 4% increase compared to
the previous year. This growth was primarily driven by volume expansion in the chicken segment
and strategic adjustments in feed pricing. Net income was posted at Php 13.3 million, largely due
to a decline in gross profits coupled with elevated operating expenses, primarily stemming from
heightened labor costs.

Risk Management

We recognize the diverse array of financial, liquidity, and operational risks that are inherent in our
industry. These challenges include animal diseases, rising raw materials prices, currency
fluctuations, fuel costs, interest rate changes, and market oversupply. Nevertheless, we remain
vigilant in managing these risks and have implemented proactive measures to safeguard our

operations and financial stability. Our proactive measures include:

* increasing biosecurity measures to protect against animal diseases

" implementing a comprehensive vaccination program in our broiler farms

" optimizing efficiency among different core ingredients for feeds

" implementing one-year contracts with rebate agreements among micro-ingredient suppliers

* diversifying our product offering through value-added products and expanding our brand
footprint in the retail, food service, and digital platforms
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Opportunities for Innovation

The availability of multiple sales channels continues to provide opportunities for innovation and
growth. In the last quarter of 2023, we introduced compact variants of Cook’s Flavor Origins: French
Roast, Mediterranean Roast, and South African Roast, in convenient 250g packs.

This product is suitable for solo-living consumers and customers seeking novel food items. We
complemented this product line expansion with targeted sampling initiatives at select supermarkets in
the National Capital Region, including South Supermarket, All Day Supermarket, and Hi-Top. This
portfolio addition played a crucial role in our engagements with national retail giants such as SM,
Robinsons, and Puregold. In 2024, we plan to introduce 14 new products and increase our
availability in modern trade branches by 497%. Additionally, we will be launching Cook’s official
online store in the first semester of 2024.

We took the initiative to enhance our production capabilities by acquiring two automated
marination systems and one sealing vacuum machine for our dressing plant in Bulacan. This project
boosted our output capacity by 50%, successfully meeting the rising demand from our food service
clients. These initiatives reaffirm our dedication to meeting the evolving needs of our clients and
stakeholders, further solidifying our market presence, and enhancing our ability to cater to diverse
consumer preferences.

"We recognize the diverse
array of financial,
liquidity, and operational
risks that are inherent in

our industry."
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Commitment to Excellence

In 2023, our strategic focus encompassed building robust supplier relationships, ensuring the timely
delivery of raw materials, implementing efficient inventory management practices, and optimizing
warehouse spaces. These efforts have been complemented by achieving and maintaining key
certifications such as:

+ 1SO 22000:2018 certifications for our lloilo and Davao feed mills, demonstrating our commitment
to quality and product safety in various aspects of feed manufacturing

* Hazard Analysis and Critical Control Points (HACCP) adherence of our dressing plants in Bulacan
and Davao, guaranteeing delivery of safe and quality chicken products

* Halal certifications of our dressing plants, ensuring that they meet the dietary requirements of our
diverse customers

We are confident that these efforts will continue to drive our growth and success in the coming years, as
we remain committed to continuous improvement and excellence in all aspects of our operations.

2023 Performance

In 2023, we faced significant challenges. These included market oversupply of chicken, heightened
production costs, and a diminished livestock population due to disease outbreaks. To address these
headwinds, we are strengthening our business model with augmented marketing and brand support,
capability investments, and increased visibility in modern trade channels to drive top-line growth and
profitability.

Revenues reached P12.5 billion, an increase of 4% year-over-year. The Food segment achieved slight
profitability.

o Foods revenues amounted to 6.9 billion, marking 11% growth over the previous year and was
the largest contributor to revenues at 56%. This was propelled by a 14% expansion in volume led
by demand in Luzon and Visayas. Pricing, however, was under pressure amid the over supply of
chicken in the market.

o Feeds revenues slightly decreased by 1% to #5.1 billion, contributing 41% to total revenues. Pricing
rose by 16% while sales volume decreased by 15%. Factors including continued gradual increases
in selling prices in response to higher input cost inflation, lower demand for hog feeds due to the
continued spread of African swine fever, and the depressed selling prices of chicken, which
dampened the demand for broiler feeds among the commercial farms affected the segment’s
overall performance.

o Farms segment accounted for 3% of revenues, reflecting a 20% decline to 424.4 million as a
result of overall market conditions. Fair value changes on biological assets amounting to a loss
of P47.8 million were recognized as part of revenues based on lower estimated selling prices of
chicken in the market.

Gross profit was #204.5 million, a 15% decline from the previous year, as cost of goods rose by 6%
to 11.6 billion due to higher production costs. Gross margins decreased to 7% from 9% year on year.

Net income was #13.3 million with earnings per share of #0.004, down 86% over the

previous year. This was largely due to the decline in gross profit combined with higher
operating expenses mainly from increased labor costs.
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Financial Highlights

(P in millions, except per share amounts and percentages)

2023 2022 (Restated) 2021 2020
Revenues 12,496 11,968 9,626 7,882
Gross Profit Q04 1,069 874 572
Gross Proft Margin 7.2% 8.9% 9.1% 7.3%
Operating Profit 22 194 174 79
Operating Profit Margin 0.2% 1.6% 1.8% 1.0%
Earnings Before Interest, Tax, Depreciation & Amortization (EBITDA) 230 316 250 222
EBITDA Margin 1.8% 2.6% 2.6% 2.8%
Net Income 13 Q90 89 9
Earnings Per Share 0.004 0.029 0.029 0.003

Looking Ahead

As we look to the future, we remain cautiously optimistic about the opportunities that lie ahead. With a focus
on innovation, sustainability, and strategic growth initiatives, we are well-positioned to navigate challenges
and drive continued success. We are committed to delivering long-term value to our shareholders and
stakeholders. We want to express our sincere gratitude to each of you, our valued shareholders, for your
continued support and confidence in Vitarich Corporation. Together, we will continue to innovate, expand, and
achieve new heights of success.

Thank you for your trust and partnership.

Bung]

JOSE VI TE C. ZON
Chairmgn

e
RICARDO mﬂﬁm. SARMIENTO

President and Chief Executive Officer
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OUR PURPOSE

Forging Livelihood, Nourishing Lives

Forging a Path Towards Sustainability

We commit to cultivating a culture that values a better tomorrow for everyone by continuously fostering an
Environmental, Social, and Governance (ESG) perspective. For us, this entails harmonizing our endeavors
with our purpose, to forge livelihood and nourish lives, while enhancing our business resilience in ways that
benefit our customers, employees, shareholders, and other stakeholders. In doing so, we actively support
the United Nations Sustainable Development Goals (SDGs), focusing on three pivotal SDGs of most
importance to our stakeholders: Zero Hunger, Decent Work and Economic Growth, and Responsible
Production and Consumption.

Materiality Assessment

We conduct a materiality assessment anchored on the Materiality Matrix advocated by the Securities and
Exchange Commission (SEC) and the framework established by the Sustainability Accounting Standards
Board (SASB). This assessment helps us identify and prioritize key ESG-related topics that may impact our
business and stakeholders.

Our approach involves conducting research, gathering and analyzing information, and deliberating on the
findings with our management and department representatives. Additionally, we review other sources of
information that we provide to regulatory authorities such as the Bureau of Internal Revenue (BIR),
Department of Labor and Employment (DOLE), and Department of Environment and Natural
Resources-Environmental Management Bureau (DENR-EMB). This process helps us establish context and
understand current practices and standards relevant to our sector. Moreover, it allows us to reflect on

areas for improvement in our strategy, risk management, and reporting.
The result of our annual materiality assessment is summarized as follows:

Direct Economic Value Generated and Distributed

Climate Related Risks and Opportunities

Proportion of Spending on Local Suppliers

Resource Management except Ecosystems and Biodiversity as the Corporation does not operate
within or adjacent to protected areas and areas of high biodiversity value outside protected areas
Environmental Impact Management

Environmental Compliance

Employee Management

Occupational Health and Safety

Relationship with Community, except those pertaining to Indigenous Peoples (IPs); and

Customer Management, except Customer Privacy
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BRAND
PURPOSE

VISION

Vitarich will
continue being
the pioneer,
agribusiness
partner, and
innovator in the
foods and feeds

FORGING LIVELIHOOD,

NOURISHING LIVES

Continuously
adopt new
business
development
programs and
technological
advancements to

MISSION

Empower
employees, trade
partners, and
customers through
knowledge sharing
and innovations in
agribusiness

Provide
comprehensive
solutions to raise
the standards of
the country's
agribusiness
industry

Build partnerships
with our business
partners and
customers to
achieve long term
profitability and
sustainability and

industry, and will
be the backbone
of every Fllipino
farmer's success
by providing the
best solutions
through its
product and
services.

INPUTS

Financial Capital

Manufactured
Capital

Intellectual Capital

Human Capital
Social Capital

Natural Capital

CORE

VALUES

enhance product
and service quality

BUSINESS ACTIVITIES/
PROCESSES

Manufacturing and
distribution of various
animal feeds
public

Integration of broiler
chicken from contract
growing

Production and
distribution of dressed
chicken and value-added
products

Production and
distribution of animal
health products

OUTPUTS

Several lines of hogs
and poultry feeds for
different customers

Dressed chicken and
value-added products
under the flagship brand
Cook's

Sustainable relationships
with institutional
customers, distributors,
key retail stores,
and SMEs

Presence in
social commerce

Animal health products for
partner growers, broilers,
hog raisers, and customers
in the general public

increase
shareholder value

OUTCOMES

Sustainable business
and partnerships with
growers, broilers, and hog
raisers, as well as farmers
and suppliers, and other
stakeholders where
employees are engaged,
product integrity is
prioritized, productivity is
improved, and negative
impacts of our operations
to the environment and
social risks are reduced

Continued contribution to
the country's economic
development through jobs,
incomes, and improved
competencies, as well as
taxes paid tot he
government

Leadership with Integrity | Excellence | Care for Others
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While we strive for significant progress in strategic domains, we acknowledge the presence of external
uncertainties and shifts in our supply chain that could adversely affect our performance and the
industry at large. These include the threats posed by African Swine Flu (ASF), Avian Influenza, rising cost of
fuel and interest rates, fluctuations in foreign exchange rates impacting raw materials, and other factors
that we are unable to predict or control. Despite these risks, we know we can face them with
determination and confidence, just like the past challenges that we have navigated our way through.

Climate-Related Risks

As is typical in our industry, we have high exposure to physical and operational risks brought about by climate
change. Drought, typhoon, extreme rains and flooding are identified as occurrences that can potentially disrupt
our operations in the following ways:

1. Higher costs due to shortage of raw materials resulting from disruptions in the crop production;

2. Decrease in demand for feeds due to a material adverse effect in the growth efficiency of farm
animals especially poultry;

3. Disruption in the supply chain arising from changes in breeding cycles which lead to a scarcity
of day-old chicks;

4. Exposure to all sorts of risks should corn importations increase to more than 50% of the corn
requirement due to a decrease in local corn produce and producers; and

5. Disruptions in poultry growing

To address these risks, our department heads:

1.  Conduct an ongoing analysis of our business processes and the climate risk factors that could
affect our processes and targets;

2. Review our past negative experiences and their root causes; and

3. Carry out continuous research and benchmarking with other companies from the same industry,
utilizing the findings as basis for recommending mitigation actions

Any climate-related issue that affects or may potentially affect our business operations is taken up during our
management team’s bimonthly meetings. These concerns are further deliberated upon during the Board’s
monthly meeting where preventive and corrective measures are discussed to address the issues.

Procurement

As Vitarich allots more of its procurement budget on local suppliers, our procurement policies and strategies
were crafted, reviewed, revised, and implemented in a manner consistent with our vision of being the backbone
of every Filipino farmer’s success and mission of building partnerships with its suppliers, among others. An
important aspect of our approach is to use amultiple sourcing strategy which we believe allows
us to manage climate-related risks. This strategy gives us access to raw materials and other input goods
and services throughout the year. Moreover, relying on a network of reliable suppliers enables us to maintain
operational efficiencies amidst changing weather patterns and extreme weather events. Additionally, it helps
us respond swiftly to notable cost escalations. In 2023, our procurement budget spent on local suppliers was
92%, up from 84% in 2022 due to lower importation of major raw materials. This spending includes
payments for raw materials and other inputs, excluding fees for service providers such as consultants
and contractors. To this day, the Zero Hunger Task Force created in 2022, continues to strengthen our
supply chain and  collaboration philosophy in  proactively increasing the number of trusted
suppliers, helping in the livelihood of the community where we operate, and strengthening support to local

agriculture. We also offered regular trainings on biosecurity measures for our farm business partners.

2023 Annual Report
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OUR MANAGEMENT APPROACH

Over time, our governance framework for responsible production and consumption (SDG Goal 12) has
proven to be effective in enabling us to comply with all applicable laws and regulations. Moreover, it
continuously challenges us to maintain sustainability over the long haul, including aligning with international
standards for sanitation, food safety, and quality. For instance, we initially attained International
Organization for Standardization (ISO): 9001 certification in 2002 and Hazard Analysis and Critical Control
Points (HACCP) in 2020. Keeping pace with the evolving landscape, we currently hold the latest certifica-
tions in 1ISO 22000:2018 and HACCP, underscoring our commitment to staying current and adaptable.

Our teams are unified and actively involved in staying updated on emerging trends, mitigating adverse
environmental impacts, and increasing productivity. Specifically, we have dedicated technical persons
competent in pollution control and environmental management, officially accredited by the Environmental
Management Bureau (EMB) to carry out these duties. We invest in new machinery and processes, conduct
regular preventive maintenance on our equipment and facilities, maintain a Materials Recovery Facility
(MRF), utilize third-party services for solid waste collection, monitor resource consumption, and foster
awareness among employees and operators, among others. In parallel, we hold our suppliers and partners
to high standards, mandating compliance with all relevant environmental laws and regulations. These
requirements are integrated into our contracts which also outline the consequences for any breaches.
Last year was once again a year of building momentum. Some examples of our accomplishments
include:

the commissioning of the solar energy project in our lloilo feed mill plant, which now
produces approximately 16% of the site’s total annual power consumption, and is the reason
for the reduction in our CO2, NOx, and SO2 emissions in 2022. Following the completion, we
expect to reduce our energy consumption in lloilo by 13% and generate over 366 megawatt
hours of solar energy per year-equivalent to powering 150 homes annually. This initiative is
estimated to offset nearly 444 metric tons of CO2 emissions annually, equivalent to 472,000
pounds of coal burned in one year.

the successful transition of our Feeds packaging to reusable woven sacks from laminated
bags to manage our product lifecycle.

the meaningful steps taken to comply with the Extended Producer Responsibility (EPR) Act,

a law that requires large companies to manage their own plastic packaging waste. These
actions include seeking accreditation from Philippine Alliance for Recycling and Materials
Sustainability (PARMS), a non-stock non-profit industry organization that brings together
stakeholders across the supply and waste value chain working closely with government to

achieve its vision of Zero Waste to Nature 2030. Vitarich is an Obliged Enterprise under
PARMS. All our EPR activities will be anchored to PARMS EPR activities.

the installation of perimeter solar lights in our Davao feed mill plant while we are evaluating
proposals for solar power.
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Employees

Our efforts to contribute positively to the society begins with our responsibility in taking care of our
employees. With this principle in the forefront, we allocate resources to attract, nurture, and retain
individuals who share our ambition and shape our future.

Hiring and Benefits

In our continuous evaluation of our practices, we monitor government laws and regulations as well as industry
standards and benchmarks in relation to our employee benefits. We also regularly communicate with our
workforce through our Employee Lifetime Profitable Partnership (“Employee LPP”), aimed at collecting
feedback, formulating plans, and increasing employee engagement. As a result, we provide the following
benefits to our regular employees in addition to the government-mandated benefits:

Health Maintenance Organization (HMO) * Rice subsidy;

provision for our regular employees; * Seniority pay;

Group health insurance plan for the * Transportation and meal allowances,
dependents of our employees; as applicable;

Group personal accident insurance; * Funeral assistance; and

PPEs and uniform; * Hazard pay to qualified employees

We consistently underscore the importance of training and development in acquiring new skills and
progressing in one's career.

Training and Development

To promote the development of our team, we maintain a training calendar per region. Training sessions are
held monthly and are based on the needs of employees and concerned departments. These are capped by
post-training evaluation and regular performance review to measure employee growth and improvement.

As in prior years, our development programs were specific on technical topics, administrative and support, and
leadership. In 2023, there was an increase of 47% in training hours compared to 2022 due to the increase in
onsite and hybrid (virtual and onsite) trainings provided to employees. Trainings conducted for the year were
related to compliance with ISO-FSMS and Halal certifications, fundamentals of sales capability, food safety, as
well as upskilling of our workforce, management trainings, and orientation for new employees. Together with
our HMO provider, we also organized health and wellness webinars on occupational safety, metabolic and
lifestyle diseases, reproductive health, mental health, stress management, and self-care.

Occupational Health and Safety

We work to maintain the highest standards of health, safety, and security across all facets of our
operations and in all our work environments. Moreover, we collaborate with our partners to raise the
standards in the country’s agribusiness industry.

Based on the data compiled by our Safety Officer, there was a total of 1,618,523 safe man-hours recorded in
our plants. The increase in safe man-hours was primarily due to the absence of work-related injuries, ilinesses,
and fatalities, despite the expansion of business operations and activities in 2023.

Some of our initiatives include conducting safety-related training sessions, providing employees with personal
protective equipment (PPE), and collaborating with government bodies to conduct emergency drills such as
fire safety and earthquake drills. Moreover, we have established dedicated roles and responsibilities across all
our locations. For instance, we have a Safety Policy and Safety Officers in all our company-owned manufacturing
sites who actively promote health and safety awareness among employees and enforce sanitary and
biosecurity measures. In addition, we have company physicians assigned to each region (Luzon, Visayas,
Mindanao), who regularly visit our head offices and plant facilities to conduct employee check-ups and
provide medical consultations, as needed. Furthermore, starting in 2023, our employees have access to the
services offered by our HMO provider for additional health consultations, lab tests, diagnoses, hospitalization,
and similar medical needs.

Even as the COVID-19 pandemic restrictions were gradually eased and lifted in 2023, we remained steadfast in
upholding the health and safety protocols that have been integral to our business approach. We ensured
compliance with all recommended and mandatory public health standards, conducting regular health and
safety campaigns that extended beyond addressing COVID-19 concerns.
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Customer Relationship

Aligned with our advocacy on food security, we engage in voluntary actions to support social
development such as policy discussions and stakeholder engagement.

Through our Director Stephanie Nicole Garcia, Vitarich partnered with the Philippine International Travel
Assistance Center Multi-Purpose Cooperative (PITAC-MPC), a cooperative based in Region 10 that primarily
supports local farmers from the region. This initiative supports the government’s corn buyback program, which
aims to improve the agriculture sector, by providing our farmers access to profitable markets. By doing so, it
facilitates increase of their income, encourages more farmers to sustain their production, and ultimately

strengthens the corn industry and ensures food security.

On December 16, 2023, we were awarded the “Gawad Galing Marilefio” which recognizes our company’s valuable
contribution to the local community. Our evaluation included four key criteria: business growth, employment, sustainability,

and social responsibility.
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Investors

We are committed to raise our visibility and promote a two-way communication between us and
the investing public through:

regulatory reporting and continuous disclosures;
investor marketing and outreach; and
research and perception study

As we cultivate relations with the investment community, we also partner with the members of the
business and financial media to augment our investor relations (IR) efforts and help deliver the
company’s investment story to a wider audience. We engage with them through various channels
including email correspondence and phone calls, providing the information sought by their
readers.

On September 25, 2023, our
President & CEO Ricardo Manuel
Sarmiento participated in an
interview with Michelle Ong, a
journalist from ANC’s Market
Edge. The conversation focused
on the state of our business

operations a year after the
Covid-19 pandemic. Key topics
included challenges brought by

the oversupply of chicken in the
market, the war in Ukraine, and
the potential risks associated
with El Nino. Moreover, the
discussion encompassed outlook
and growth projections, touching
on facility improvements,
business  partnerships, and
expansion initiatives.

Other activities in the past year include the Annual Stockholders” Meeting and direct engagements with
analysts and investors. These were initiated by our investor relations advisor, Onward Investor Relations Inc.

Governance

We remain committed to our values and ethics through our governance structure. This includes our Manual
on Corporate Governance, Code of Business Conduct and Ethics, and Board committee charters, all of
which are available on our website www.vitarich.com

We also post our Integrated Annual Corporate Governance Report (I-ACGR), which summarizes our
governance strategy and efforts. It also highlights how we run our business, including topics on The Board’s
Governance Responsibilities, Disclosure and Transparency, Internal Control System and Risk Management
Framework, Cultivating a Synergic Relationship with Shareholders, and Duties to Stakeholders. We
encourage you to review the report to gain a better understanding of our practices in these areas.
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BOARD OF DIRECTORS

JOSE VICENTE C. BENGZON Il RICARDO MANUEL M. SARMIENTO STEPHANIE NICOLE M.
Chairman Executive Director SARMIENTO-GARCIA
Non-Executive Director President, and ) .
Chief Executive Officer Executive Director,

Executive Vice President,
Chief Sustainability Officer,
Corporate Management Services
Director, and Treasurer

ROGELIO M. SARMIENTO BENJAMIN 1. SARMIENTO, JR. LORENZO VITO M. SARMIENTO Il

Chairman Emeritus, Non-Executive Director Non-Executive Director
Non-Executive Director
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JUAN ARTURO ILUMINADO VICENTE JULIAN A. SARZA PIERRE CARLO C. CURAY
C. DE CASTRO Independent Director Independent Director

Non-Executive Director
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MANAGEMENT COMMITTEE

JOSE VICENTE C. BENGZON Il
RICARDO MANUEL M. SARMIENTO
STEPHANIE NICOLE M. SARMIENTO-GARCIA
REYNALDO D. ORTEGA

ALICIA G. DANQUE

MA. DIANA M. CUNA

EMMANUEL S. MANALANG
CARMENCITA'S. POLICARPIO
DILBERT D. TAN

ELAINE C. NANTES

CARINA M. FABIAN

MARC AURELIUS T. MENDIOLA
ALLAN RAYMOND B. CHAVEZ
RUBY P. MACARIO

MARIAN A. DIONISIO

CAMILLE ANNE A. SARMIENTO

LILIBETH R. CARAO
ROVIE ANN M. DOMASIG

AISON BENEDICT C. VELASCO

MARY CHRISTINE DABU-PEPITO

Chairman of the Board

President and Chief Executive Officer

Executive Vice President, Chief Sustainability Officer,
Corporate Management Services Director, and Treasurer

Senior Vice President and
General Manager - Pouliry, Foods and Feeds Sales

Senior Vice President and Supply Chain Director

Senior Vice President and Chief Human Resource Officer

Vice President and Nutrition, Research
and Development Director

Vice President for Corporate Technical Services
(Facilities and Project Management)

Vice President and Finance Operations Director

Vice President for Corporate Quality
and Technical Services Director

Vice President and Corporate Special Projects Director

Assistant Vice President for Poultry Live Operations

Assistant Vice President and
Visayas and Mindanao Food Sales Manager

Executive Assistant to the President
and Corporate Communications Officer

Comptroller

HR Talent Acquisition, Learning and
Development Manager

HR Admin and Compliance Manager

Corporate Planning Manager

Corporate Secretary

Assistant Corporate Secretary,
Corporate Intormation Officer, and Compliance Officer
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