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Proposed ‘junk food’ tax drags down URC 

UNIVERSAL Robina Corp.’s (URC) stock 
fell last week after investors turned cautious 
after the government’s proposal to impose a 
tax on “junk food” and sweetened beverages.

Data from the Philippine Stock Ex-
change (PSE) showed a total of P605.19-
million worth of 4.57-million shares were 
traded from June 19 to 23, making it the 
sixth most actively traded stock on Friday.

Shares in the Gokongwei-led food and 
beverage company dipped by 9.6% week on 
week to P126.50 apiece last Friday from its 
P140 fi nish last June 16. For the year, the 
stock also has gone down by 7%.

The producer and distributor of locally 
known snacks such as Jack n’ Jill experienced 
steep selling last week after the government 
announced its proposal to impose an excise 
tax on unhealthy foods and sugary drinks.

“We think that investors turned cau-
tious when the news came to light as this 
may adversely a� ect the demand outlook 
for URC’s products, especially consider-
ing that product categories subject to the 
contemplated excise tax have historically 
been key revenue drivers for URC,” China 
Bank Securities Corp. Research Director 
Rastine Mackie D. Mercado said in 
an e-mail note.

I.B. Gimenez Securities, Inc. 
Research Head Joylin F. Telagen 
said in a separate e-mail that look-
ing farther back, URC’s perfor-
mance has been on a downtrend 
since it peaked at P234 on April 6, 
2015, which with the tax proposal, 
will continue to add to the inves-
tors’ risk-o�  sentiment.

The Department of Finance and Depart-
ment of Health said last week that they are 
pursuing a junk food and sweetened bever-
age tax to address the country’s diabetes, 
obesity, and noncommunicable diseases 
related to poor diet.

The proposal, which is estimated to yield 
an additional P76 billion in revenues for the 
government, plans to impose a P10 per 100 
grams or P10 per 100 milliliters on prepack-
aged foods that have lacking nutritional 
values or have exceeded the Health depart-
ment’s specifi ed thresholds for fat, salt, and 
sugar content.

Under the existing Tax Reform for Ac-
celeration and Inclusion or TRAIN law, the 
proposal will also raise the tax rate for sug-
ary drinks to P12 per liter from the current 
P6 per liter.

“Given this, we expect selling pressure 
to remain elevated for URC over the near 
term, followed by a period of subdued buy-
ing appetite for so long as tax-related head-
winds persist,” Mr. Mercado said.

Analysts said that key catalysts for the 
stock that investors should look out for 
would-be developments regarding the tax 
measures or a delay in the implementation 
of the program.

They added that for URC’s side, a shift 
to introduce or innovate healthier prod-
ucts for additional revenue streams could 

also help to keep its profi ts from 
declining should the tax program 
be passed.

The proposal was met with 
mixed reactions from economists 
and business groups last week as 
the implementation of it within 
this year could pose another 
spike in the country’s inflation 
and a� ect its slower trend in the 
past months.

FOOD and beverage manufactur-
er Nestlé Philippines, Inc. plans 
to expand its product line in the 
country as the company aims for 
a P170-billion annual turnover 
this year.  

Nestlé Group Global Chief 
Executive Officer Mark Schnei-
der told reporters during a me-
dia briefing in Quezon City last 
week that the company will in-
troduce more healthy products 
to the local market, as well as 
source more coffee from local 
farmers.  

“The Philippines is our larg-
est market in this zone,” he said, 
referring to Oceania, Asia, and 
Africa. “It’s a market where we 

have a long-standing presence 
and a strong presence.”

“As a company, we’re deeply 
committed to the Philippine 
market. It’s a strong and growing 
market. We are also particularly 
interested in manufacturing and 
sourcing more from the Philip-
pines. Typically, we don’t have 
one portfolio for the entire 
world. We target it specifically 
to the country and where we see 
t h e  g r e a t e s t  o p p o r t u n i t y,” 
Mr. Schneider added.  

In the same media briefing, 
Nestlé Philippines Chief Execu-
tive Officer Kais Marzouki dis-
closed that the manufacturer is 
eyeing a P170-billion turnover this 

year, higher than the P160 billion 
logged by the company in 2022.  

Mr. Schneider said Nestlé is 
committed to growing its Philip-
pine business as well as sustain-
ing its e� orts to help the growth 
of the Philippines. 

“For example, sourcing more 
co� ee from the southern part of 
the Philippines is a key initiative 
of ours. We have a wonderful cof-
fee market here. We’re working 
with farmers on the ground to 
make sure that more coffee is 
produced locally so that there’s 
less need for imports into this 
country,” Mr. Schneider said.  

“We see exciting opportuni-
ties expanding the coffee busi-

ness, also new growth initiatives 
in the dairy business, medical 
nutrition, and nutrition for age-
ing people. So those are areas 
where we believe we can make 
good contributions over time,” 
he added.  

Mr. Schneider added that 
Nestlé is planning to introduce 
innovations and new products 
for its local offerings in the 
health and elderly nutrition 
segment.  

“We constantly have dozens 
of innovations coming out. We 
pride ourselves in our innova-
tion pipeline,” Mr. Schneider said. 
“Anything related to healthy age-
ing and nutrition for elders and 

also for, vitamins, minerals, and 
supplements, these are products 
that we intend to introduce to a 
greater extent into the Philippine 
market over time.”  

Meanwhile, Mr. Marzouki said 
Nestlé Philippines does not have 
immediate plans to establish a 
new factory and is instead eyeing 
to expand the production of its 
existing plants. 

Nestlé Philippines currently 
has fi ve local factories located in 
Cabuyao, Tanauan, Lipa, Cagayan 
de Oro, and Pulilan.

“We have five factories here. 
But we are very proud that more 
than 90% of what we sell here is 
made here,” Mr. Marzouki said.  

“We want to expand our plants. 
We don’t have a plan to build a 
new factory, but our factories have 
growth potential. There is no de-
cline in our sales,” he added.   

Mr. Marzouki added that the 
company is focusing on nutrition 
since its consumers are “general-
ly defi cient in Vitamin A, Vitamin 
C, and Vitamin D.” 

“Already more than 60% of 
what we sell is fortified. So, our 
innovation going forward will 
be also more in that direction 
because we really have a role as 
a food company to really move 
the needle there and make a dif-
ference,” Mr. Marzouki said. — 
Revin Mikhael D. Ochave

THE Energy Regulatory Com-
mission (ERC) has asked the High 
Court to void the decision of the 
appellate court that suspended a 
power supply deal at a price lower 
than prevailing rates.

The ERC, through the O�  ce of 
the Solicitor General (OSG), said 
that it filed before the Supreme 
Court (SC) on Friday a petition 
for certiorari to “annul” the reso-
lutions issued by the 13th Division 
of the Court of Appeals (CA) on 
April 3 and Jan. 25. 

“It may be premature to say at 
this point how the SC will rule on 
the case. If the injunction is lifted 

or nullifi ed by SC, then the PSA 
(power supply agreement) will no 
longer be suspended and the par-
ties should resume performing 
their obligations,” ERC Chairper-
son and Chief Executive Officer 
Monalisa C. Dimalanta said in a 
Viber message to BusinessWorld 
on Sunday. 

“There are consequences as 
well under the PSA for any failure 
to perform or deliver supply,” she 
added.

The resolutions issued by 
the CA granted the injunctive 
relief sought by South Premiere 
Power Corp. (SPPC), a unit of 

San Miguel Global Power Hold-
ings Corp. These indefinitely 
suspended SPPC’s power sup-
ply deal with Manila Electric Co. 
(Meralco) and stopped the ERC 
from enforcing its decision last 
September that denied the rate 
hike petition jointly fi led by the 
companies. The denial led San 
Miguel Global Power to go to the 
appellate court.

The ERC said the petition fi led 
by the OSG claims that the 13th 
division of the court has “com-
mitted grave abuse of discretion 
when it gave due course to SPPC’s 
case in spite of fatal procedural 

defects, such as the absence of the 
required motion for reconsidera-
tion in the ERC and the improper 
remedy of Petition for Certiorari 
when an appeal would have been 
the appropriate course of action.” 

It said the OSG further noted 
that only the SC has the authority 
to issue injunctions on the imple-
mentation of Republic Act No. 
9136 or the Electric Power Indus-
try Reform Act (EPIRA) of 2001.

In a resolution promulgated 
on April 3, the CA upheld its de-
cision to consolidate the cases 
fi led by units of San Miguel Global 
Power, denying the motion for 

reconsideration fi led by the ERC, 
which wanted the cases to be tried 
separately. 

Meanwhile, in its January de-
cision, the CA granted the writ 
of preliminary injunction sought 
by SPPC on its PSA with Meralco, 
thereby suspending its contract 
with the power distributor.

Meralco has yet to reply to a 
request for comment.

SPPC is the administrator of 
the gas-fi red power plant in Ili-
jan, Batangas while San Miguel 
Global Power’s other unit San 
Miguel Energy Corp. is the ad-
ministrator of the coal power 

plant in Sual, Pangasinan. The 
two sought a rate increase from 
the ERC last year, with their 
parent fi rm saying that both in-
curred a combined loss of P15 
billion. The rate increase was 
meant to recover part or P5 bil-
lion of their losses.

The company cited a “change 
in circumstance” when surging 
fuel costs breached the price 
range contemplated during the 
execution of the contracts with 
Meralco. However, the ERC de-
nied the petition, saying this had 
no basis as the PSA is a fi xed-rate 
contract. — Ashley Erika O. Jose
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