
Taking a family business public 
through an Initial Public Offer-
ing (IPO) is a significant mile-

stone that requires strategic planning 
and  careful  execution. The transi-
tion can unlock new opportunities 
for growth, but also brings challenges 
brought by increased scrutiny, regu-
latory  requirements  and stakehold-
er expectations.  

In an IPO,  a private company be-
comes a publicly traded entity, o� ering 
its shares to the public through a stock 
exchange. This transition from private 
to public status is marked by the issu-
ance of new equity shares to institution-
al and retail investors, expanding the 
company’s ownership base.  This  may 
not be appealing for some family busi-
nesses, as it may dilute the family’s own-
ership  and  even  run  the  risk of losing 
control.  

Looking at it from  a different per-
spective, an IPO lets family owners re-
alize previously unmeasured value of 
their companies with the opportunity 
to cash in through secondary o� er dur-
ing the IPO or  later on  subject to lock-
up restrictions. On the other hand, the 
public will now have a chance to invest 
in what it used to be a private company 
with hopes of future capital gains or 
dividend payouts. For the company go-
ing public, it is  an important step  in 
accessing signifi cant long-term capital 
that can fund expansion programs or 
new strategic investments that bank 
creditors or private investors may not 
be able to provide.   

KNOWING WHEN TO DO THE IPO  
In the 2023 EY Global IPO Trends Re-
port, the ASEAN IPO market was gen-
erally challenging, with  high infl ation 
rates and elevated interest rates reduc-
ing  IPO activities  for most countries 
in ASEAN.  In the Philippines, there 
were only three IPOs, all completed in 
the fi rst half of 2023. Globally, moder-
ating infl ation  rates  and interest rate 
cuts could attract investors back to 
IPOs.  Locally,  a good number  of IPO 
transactions  are expected  this year 
due to  strong economic fundamen-
tals,  but  the government and private 
sector  remain  wary of global and local 
headwinds which may undermine in-
vestor confi dence. 

Company or sector specific condi-
tions  must  be considered when going 
listed. For example, the Philippine Secu-
rities and Exchange Commission (SEC) 
requires a company to  establish  three 
years  of profitable operations, i.e., at 
least P75 million of  cumulative  net in-
come,  excluding non-recurring items, 
for the latest three full fi scal years and a 
minimum net income of P50 million for 
the most recent year. Companies with es-
tablished  profitability and cash flows 
that are consistent with their equity story 
will generally generate good valuations.  

Up and coming sectors  and econo-
mies  with  good outlooks, such as 
those in mining and minerals due to 
the global demand for raw materials for 
batteries of electric vehicles, or tech-
nology  companies in South Korea  due 
to advances in artificial intelligence 
(AI), have had good valuations recent-
ly. Growing interest in critical minerals 
such as  lithium and nickel  are  heav-
ily  infl uenced by  environmental, social 
and governance (ESG)  factors  which 
has lately been a focal point for bench-
marking companies’ potential.  These 
conditions are hard to predict and are 
often “one without the other,”  making 
it  key  for  companies  to  prepare early 
to move fast when the right time  and 
conditions come into play.  

DEFINING CORPORATE IDENTITY WHILE 
BUILDING A LASTING LEGACY  
O f t e n  c h a r a c t e r i z e d  b y  t r a d i -
tion  and  family values, family busi-
nesses may hesitate  to  go  public.  The 
business-as-usual attitude  must  cease 
as companies will need to  revisit 
and upgrade certain aspects of their op-
erations, talent, performance measure-
ment, and even redefi ne strategies.  

That  is  not  to say that the fam-
ily legacy and tradition  are  lost dur-
ing the  transition to being a  public 
company.  Family businesses need to 
tread this line carefully  to ensure that 
what  made  them  thrive in the past 
can be part of their  current  business 
narrative while adopting new ways of 

working.  Family businesses  will  need 
to start  the  IPO  readiness assessment 
as early as possible to know what needs 
to change and when.  From  detailed  el-
ements such as  the  operating or ac-
counting manual to complex business 
processes such  as  entity-wide risk 
management or investor relations, they 
must  assess their level of maturity to 
know  what,  where  and when help is 
needed.  

A readiness assessment  also  en-
ables  aspiring family businesses  to  de-
termine current structures and policies 
(i.e.,  operating policies and processes, 
financial and management reporting, 
data, systems and technology, risk man-
agement, etc.) that need to evolve to be 
future-fi t,  while  retaining  the  rich  his-
tory that defi nes the identity of the fam-
ily business.  

STRENGTHENING PEOPLE AND 
PREPARING THE NEXT GENERATION 
Family businesses  must assess  how 
capable their current management 
teams are in leading them to their 
desired future.  A compelling equity 
story and strong financials are  fu-
tile  without captains who can steer 
the ships.  Strengthening the manage-
ment team  can  include  hiring  expe-
rienced  professional managers  who 
are  equipped with  expansive business 
networks to help the  company  grow 
and thrive as a listed entity.  Compa-
nies  may need to create new posi-
tions  to help  grow and sustain their 
businesses or manage risks in navigat-
ing regulatory complexities and  com-
plying with securities laws.  

Companies  must  identify  family 
members who can retain key leadership 
positions in critical areas of the business 
and in the board, as well as  a succes-
sion plan that enables  NextGen family 
members to train early  in  the ways of 
the business. Based on the 2023 EY and 
University of St.  Gallen Family Busi-
ness Index, only 13 out of 179 board 
seats (7.3%) for 17 family enterprises in 
ASEAN were occupied by NextGen fam-
ily members, with practically zero Next-
Gen on the boards of the four Philippine 
companies included in the study.  

Family businesses have rich histories 
and backgrounds which are integral to a 
compelling equity story.  Company 

history can  demonstrate  the  readi-
ness of the company to navigate the 
future  while defi ning  what the compa-
ny represents. A compelling equity story 
should be able to narrate the humble 
origins of the business  and  where it 
wants to go in the future.  

OPTIMIZING INFORMATION WITH THE 
RIGHT INFRASTRUCTURE AND TEAM 
Often,  some  IPO  aspirants  inade-
quately  prepare their financial, man-
agement and tax reporting, with  out-
dated legacy systems or predominantly 
manual  reporting processes  that  can-
not produce the required reports on a 
timely  basis.  Worse, private com-
panies  may  not have  a  complete  fi-
nance team capable of providing these 
reports  and  an  IT team  who  can sup-
port these organizations.  

Prior to  going  public, these compa-
nies  must  be able to  produce fi nancial 
and non-financial reports  with  mate-
rial business information within the 
required reporting timelines.  During 
IPO, the Prospectus must include three 
years of annual  audited  financial 
statements,  reviewed by the  un-
derwriters and  approved  by regula-
tors.  Post-IPO,  annual and quarterly 
reports  must  be  submitted  to the Phil-
ippine Stock Exchange and SEC with-
in the deadlines set.  

Su�  ce to say, these instances high-
light the importance of an e�  cient and 
effective financial and management 
reporting process that can gener-
ate  timely  and reliable reports.  Infor-
mation reliability and relevance de-
pends  on whether the companies have 
the right infrastructure and team that 
can generate reasonably  accurate  cor-
porate reports.  The right infrastruc-
ture means that organizations  need  IT 
systems and policies that support how 
data  is  accumulated,  recorded  and re-
ported so  that  management and the 
public can  optimally use  this  informa-
tion in  making  decisions.  The right 
team does not only  refer to  compe-
tent  manpower  —  it  means  a  continu-
ously trained  talent pool,  periodically 
replenished through strategic hiring.  

PROTECTING THE REPUTATION
OF THE FAMILY BUSINESS
Going  public  raises the  company’s 

profi le, making it more visible  among 
customers, partners, and potential 
business collaborators.  This increased 
visibility  exposes the public company 
to higher  reputational risk,  there-
by  increasing  scrutiny  on  the fam-
ily’s brand.  Companies need to in-
stitutionalize enterprise-wide risk 
management  and strengthen compli-
ance to protect their reputation.  

Family businesses may seek guidance 
from third-party legal and business ad-
visors  to  help their  companies  pre-
pare.  They must  involve underwriters 
and regulators early to  anticipate  is-
sues that may hinder the IPO.  Family 
businesses  must  also  be ready  with  al-
ternative  fund-raising activities  in 
case the IPO is deferred or abandoned so 
that their growth objectives can remain 
on track.  

ASSESS, PLAN, EXECUTE —
AND FOLLOW THROUGH! 
An IPO should not only be viewed 
as a one-time event  focused on rais-
ing capital.  It  starts from the decision 
to do  an  IPO and transform the com-
pany before the listing happens. It  is a 
meaningful journey for the companies 
and  its  owners  which  requires  a  para-
digm shift  from the entire organiza-
tion that cannot be done overnight.  

The  strategic  decision of a family 
business to go public demands meticu-
lous planning and near seamless ex-
ecution.  Post IPO, these family busi-
nesses must be able to deliver what they 
committed to investors.  When done 
right, barring unanticipated unfavorable 
economic events,  this  benefi cial corpo-
rate upgrade  called  an  IPO  should  en-
able family businesses to  sustain the 
value  promised to both the family and 
public investors. 

This article is for general informa-
tion only and is not a substitute for 
professional advice where the facts and 
circumstances warrant. The views and 
opinions expressed above are those of 
the authors and do not necessarily repre-
sent the views of SGV & Co. 
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BoI can still grant RBEs pioneer status — DoJ
THE Corporate Recovery and 
Tax Incentives for Enterprises 
(CREATE) law did not take away 
the power of the Board of Invest-
ments (BoI) to confer pioneer sta-
tus on registered business entities 
(RBEs), the Department of Jus-
tice (DoJ) said in a legal opinion.

It also found no conflict be-
tween conferment of pioneer sta-
tus and the authority of local gov-
ernment units (LGUs) to grant 
exemptions from local business 
tax (LBT). 

In the legal opinion addressed 
to Trade Secretary Alfredo E. Pas-
cual, Justice Undersecretary Raul 
T. Vasquez said nothing in the 
CREATE law revoked the BoI’s 

authority to classify RBEs as pio-
neer or non-pioneer enterprises.

Pioneer enterprises make 
goods or raw materials not previ-
ously produced in the Philippines.

Mr. Pascual had asked the DoJ 
to weigh in on whether the CRE-
ATE law had eroded the legal basis 
for the LBT exemption of busi-
nesses registered with the BoI, and 
whether the BoI could still certify 
RBEs as pioneer enterprises.

“It appears the intention of the 
framers of the CREATE Act is to 
rationalize and delineate into one 
menu the tax incentive system,” 
Mr. Vasquez said. 

“The fundamental rationale 
behind the current principle of 

local fiscal autonomy lies in the 
principle of empowering local 
government units and ensuring 
their sustainability and self-
reliance through the direct con-
ferment of comprehensive and 
extensive tax powers.”

He noted that the opinion was 
purely for guidance and is not le-
gally binding.

He said that LGUs have the 
authority grant exemptions to 
LBTs, while the BoI only classi-
fi es RBEs.

In 2022, the BoI had issued 
a memorandum circular grant-
ing RBEs an exemption from 
LBT under the Strategic Invest-
ment Priority Plan for  six years 

(pioneer) or four years (non-
pioneer). The BoI had sought 
the Justice department’s advice 
on whether the memo had legal 
basis.

The DoJ said it could not form 
an opinion on the matter, cit-
ing incomplete facts in the BoI’s 
memo.

“It would require us to make 
assumptions about the circular, 
not apparent in the query,” Mr. 
Vasquez said. 

“The Secretary of Justice does 
not render opinions on questions 
the resolution of which hinges on 
factual matters that are not read-
ily discernible from the query.” 
— John Victor D. Ordoñez

Bulacan, Laguna targeted for pharma ecozones

Consumer confi dence seen 
boosted by stronger job 
market, retreating infl ation

THE Philippine Economic Zone 
Authority (PEZA) said it is in 
talks with three economic zone 
(ecozone) developers to build 
pharmaceutical industrial parks 
in Bulacan and Laguna.

“We hope to roll out this new 
type of ecozone within the year 
with the proclamation of First 
Bulacan Industrial Park, which 
is adjacent to   the existing First 

Bulacan Industrial city…” PEZA 
Director General Tereso O. Pan-
ga told BusinessWorld via Viber.

Under the Philippine Devel-
opment Plan 2023-2028, PEZA 
is tasked with accelerating the 
development of new types of 
ecozone, including pharma in-
dustrial parks.

In a statement on Friday, the 
investment promotion agency 
(IPA) said that it is yet to draft the 
guidelines for the registration of 
pharma zones under PEZA. 

“ We are coordinating with 
t h e  D e p a r t m e n t  o f  He a l t h 

(DoH), Food and Drug Admin-
istration (FDA), Department 
of Trade and Industry and the 
Philippine Chamber of Pharma-
ceutical Industries (PCPI) in the 
guidelines for the registration of 
pharma zones under PEZA,” Mr. 
Panga said.

“We will collaborate as well 
with the O�  ce of the Special As-
sistant to the President for In-
vestment and Economic Affairs 
(OSAPIEA) and PCPI for the 
needed support and assistance 
to be able to attract key players in 
the pharma industry and to com-

plete the supply chain for drug 
manufacturing in the country,” 
he added.

According to PEZA, President 
Ferdinand R. Marcos, Jr. brought 
up the idea of establishing pharma 
zones to serve as one-stop shops 
for pharma-related investment in 
a meeting with the FDA.

“These pharma ecozones will, 
in the future, boost local sup-
ply as well as provide business 
and capability-building oppor-
tunities particularly for Filipino 
small and medium enterprises 
into manufacturing and tolling 

of drugs and food supplements,” 
Mr. Panga said.

Mr. Panga noted that domestic 
manufacturing is an eligible ac-
tivity for registration with PEZA 
and other IPAs under the Corpo-
rate Recovery and Tax Incentives 
for Enterprises law.

“Given the fiscal incentives 
available for domestic market 
enterprises, this should encour-
age both Filipino and foreign in-
vestors to engage for instance in 
the manufacturing of drugs and 
medical products to address the 
growing local demand for generic 

as well as a� ordable but quality 
medicines,” he said.

“As (establishing ) pharma 
zones is a top priority now over-
seen by OSAPIEA Secretary Fred-
erick D. Go, PEZA will vigorously 
promote this to achieve the goal 
of the President of making more 
a� ordable medicines available for 
Filipinos,” he added.

As of last year, PEZA hosts a total 
of 26 companies that manufacture 
pharmaceutical products and medi-
cal equipment or devices generating 
about P25.49 billion of investments 
and more than 19,000 direct jobs. 

CONSUMERS are expected to 
have more purchasing power 
this year amid improved labor 
market conditions and easing 
inflation, First Metro Invest-
ment Corp. (FMIC) and the 
University of Asia and the Pa-
cifi c (UA&P) said.

“Record high employment 
and all-time lows for total un-
employed persons in Decem-
ber and inflation back to the 
Bangko Sentral ng Pilipinas 
(BSP) target should provide 
the necessary wherewithal 
to consumers to open their 
wallets in 2024, starting in 
the fi rst quarter,” it said in its 
Market Call released over the 
weekend.

The unemployment rate fell 
to 4.3% in 2023, the Philippine 
Statistics Authority (PSA) re-
ported, the lowest jobless rate 
in nearly two decades.

Headline infl ation declined 
to 2.8% in January from 3.9% 
in December and 8.7% a year 

earlier. This was also the second 
straight month inflation was 
within the 2-4% target band.

P r i v a t e  c o n s u m p t i o n 
typically accounts for three-
fourths of the economy. In 
2023, household spending ex-
panded by 5.6%, much slower 
than the 8.3% in 2022.

FMIC and UA&P said they 
expect infl ation to average 3.1% 
in the first quarter, with full-
year infl ation to settle at 3.8%.

“Inflation will continue to 
slide into BSP’s target range 
as crude oil prices will trend 
slightly lower while imports 
and better harvests (in the 
second half ) should limit rice 
price gains,” it added.

The BSP expects inflation 
to average 3.6% this year and 
3.2% for 2025. 

However, FMIC and UA&P 
noted that the El Niño phenom-
enon could derail the down-
trend in inflation. — Luisa 
Maria Jacinta C. Jocson

The IPO journey for family businesses

By Justine Irish D. Tabile 
Reporter

REAL ESTATE firm CBRE said 
that it projects the office market 
vacancy rate to be in the single dig-
its by 2027, pushing back its earlier 
estimate of 2026, after a weaker-
than-expected performance in the 
last quarter of 2023.

“(In) the quest (for) single-digit 
vacancy, we initially projected that 
to happen in 2026, but because the 

fourth quarter was not as strong … 
our projection of a 5.4% vacancy will 
(take place) in 2027,” CBRE said.

It now sees vacancies in 2024 
to fall to 18.8%, to 15.1% in 2025, 
and to 10.6% in 2026. 

According to CBRE, office va-
cancies in the last quarter of 2023 
rose to 19.4% from 18.8% in the 
third quarter. The trend was most 

pronounced in the so-called Bay 
Area (33.4%) and Alabang (30.9%).

It added that the increase in va-
cancy was also due to projects like 
Megaworld’s Uptown Eastgate 
(69,000 square meters) in BGC 
and Filinvest’s Studio 7 (14,500 
square meters) in Quezon City. 

“Fourth quarter demand was 
not able to offset the signifi cant 

reinfusion of both buildings into 
the market to stem an increase in 
overall vacancy,” the fi rm said. —
Justine Irish D. Tabile

Office vacancy fall to single digits seen in 2027
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