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WELLEX INDUSTRIES, INC.

LISTED IN THE PHILIPPINE STOCK EXCHANGE

August 12014

Dear Stockholders:

Please be advised that the annual meeting of the stockholders of the Corporation, as fixed by the B
Directors of WELLEX INIRUSS, INGvill be held druesday, September2®4 at 10:38.m. aDne Café

and Events Pla&" Floor One Corporate Center, Dofia Julia Vargas Ave. cor. Meralco Ave., Ortigas Cel
Pasig City for the purpose of transacting the following business:

Call to Order
Report on Attendance and Quorum
Approval of Minutes of Previous Stockho

Reporta Stockholders for the year 2013

Ratification of Acts of the Board and Management
Electiomf Board of Directors for the Ensuing Term
Appointment of Externaltéusd

Appointment of External Counsels

Other Business as may properly come before the Meeting
10. Adjournment

©o N OAMWN R

As fixed by the Board of Directors, stockhobaersl afate as of August 20, tdlbe entitled to notice of,
and vote at ,medimgiant fosthiopurpdsey thedBoardsod Directors authorized the closing of 1
stock and transfer bodthe Corporat from August2&eptember 9, 2014

If you are not attending, you may submit a proxy statement to the office of theeGugpafathisSec
Corporation at the address below not later than ten (10) days before the meeting. Corporate stockholc
requested to attach to the proxy instrument their respective Board Resolutions in support to their proxies.

On the day of the mmagtiyou or your proxy are hereby required to bring this Notice and any form of identific:
with picture and signature (e.g. driverds | icen

S .
_‘,; w7
ATTY. MARIEL/L.
Corporate Secretgry |
Unit 3104, 31/F Antel Global Corporate Center
#3 Dofia Julia Vargas Avenue
Ortigas Center, Pasig City




PROXY

The undersigned stockholder WELLEX NDUSTRIESINC. (t he ACompanyo) her
or in his absence, the Chairman of theattwegggndysroxy with power of
substitution, to present and vote all shares registered in his/her/its name as proigned teakinbdder, at the

Annual Meeting of Stotdds of the Company on September 9a2@1at any of the adjournments thereof for the
purpose of acting on the following matters:

1. Approval of minutes of previous meeting held 5. Election of Diaz mlo Dalupan and
onNovember 12, 2013 Co., CPAs, as independent auditors.
/EYes ANo AAbstain AEYes ANo  AAbstain

2. Approval of annual report. 6. Election of Corporate Counsels, Phils.
/EYes ANo AAbstain as externétgal counsels.

AEYes ANo  AAbstain

3. Ratification of all acts and resolutions of the
Board of Directors and Management adopted
during the preceding year. 7. Attheir discretion, the proxies named
/EYes ANo AAbstain above are authorizied vote upon such
other matteras may properly come
before the meeting.
4. Election of Directors AEYes ANo  AAbstain
/£ Vote for all nominees listed below
Rogelio D. Garcia
Wiliam T. Gatchalian
Kenneth T. Gatchalian
Elvira A. Ting
Lamberto B. Mercado, Jr.
Byoung Hyun Suh (Independent)
Omar M. Guinomla PRINTED NAME OF STOCKHOLDER
Richard L. Ricardo
Miguel B. Varela (Independent)
Abelado G. Palad, Jr. (Independent)
Antmio A. Henson

A Withhold authority for all nominees
Listed above SIGNATURE OF STOCKHOLDER/
AUTHORIZED SIGNATORY

/£ Withhold authority to voténéor t
nominees listed below:

DATE

THIS PROXY SHOULD BE RECEIVED BY THRETRBECRETARY ON OROBREAUGUST 28, 20IAHE
DEADLINE FOR SUBMISSION OF PROXIES.

THIS PROXY IS NOT REQUIRED TO BE NOTARIZED, AND WHEN PROPERLY EXECUTED, WILL BE VOTED
MANNER AS DIRECTED HEREIN BY THE STOCKHOLDER(S). IF NO DIRECTION & QXD OH =
VOTED AFORO THE ELECTI ON OF ALL NOMI NEES AND FOR THE
FOR SUCH OTHER MATTERS AS MAY PROPERLY COME BEFORE THE MEETING IN THE MANNER DESCF
THE INFORMATION STATEMENT AND/OR AS RECOMMEND EDMENVIANAGHE BOARD OF DIRECTORS.

A STOCKHOLDER GIVING A PROXY HAS THE POWER TO REVOKE IT AT ANYTIME BEFORE THE RIGHTGRA

EXERCISED. A PROXY IS ALSO CONSIDERED REVOKED IF THE STOCKHOLDER ATTENDS THE MEET
PERSON AND EXPRESSED HIS INTENTION TOREREON.
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS SECIm
INFORMATION STATEMENT PUR SUANT TO SECTION 2o Ty COtpp, VD EXey
SECURITIES REGULATION CODE 1) HE~%

1. Check the appropriate box:
[ ] Preliminary Information Statement
[ ¥ ] Definitive Information Statement

% \Q{
2. Name of Registrant as specified in its charter . WELLEX INDUSTRIES, INC. ke
3. Province, country or other jurisdiction of incorporation
or organization . PHILIPPINES
4. SEC Identification Number : 11790
5. BIR Tax Identification Code . 003-946-426
8. Address of registrant's principal office : 35 Fir, One Corporate Center, Dofia

Julla Vargas cor. Meralco Aves,
Ortigas Center, Pasig City

7. Registrant's telephone number, including area code . (632) 706-7888

8. Date, time and place of the annual stockholders' meeting . September 9, 2014 at 10:30 AM.,
One Café and Events Place
6" Floor One Corporate Center
Dofia Julla Vargas Ave. eor,
Meralco Ave., Ortigas Center,

Pasig City
9. Approximate date on which the Information Sheet is first to
be sent or given to security holders . August 22, 2014
10. In case of proxy Solicitation . Not applicable

11. Securities registered pursuant to Sections 4 and 8 of the RSA (information on number of shares and
amount of debt Is applicable enly te corporate registrants):

Title of Each Class Number of Shares of Common Stock
r Amount of Debt in
Common Shares- P1.00 par value Issued and Outstanding - 3,271,937,380

12. Are any or all of registrant's securities listed on the Philippine Stock Exchange?

Yes X No

The common shares of the Corporation are listed on the Philippine Stock Exchange.



PART 1

A. GENERAL INFORMATION

Iltem 1. Date, Time and Place of Meeting of Security Holders.

Date, Time, and Place of Meeting : Sepember 9, 2014
10:D AM.,
One Café and Events Place
6" Floor of One Corporate Center
Dofia Julia Vargas Ave. cor., Meralco
Ave., Ortigas Center, Pasig City

Compl ete Registrant 6:s M38Hoor,rOge Conpatate eCenger

DofaJulia Vargas Ave. cor.,
Meralco Ave.,Ortigas Center,

Pasig City
The approximate date on which the Information
Statement are first to be sent and given to the
securityolders shall be on : August 22, 2014

tem2Di ssenters®& Right of Appraisal

Under Section 81 and 42 of the Corporation Code, stockholders who dissent to certain corporate actions ¢
the right of appraisal. Among others, appraisal rights are available to dissenters in casedhts dtarporation ir
funds in another corporation or business for any purpose other than its primary purpose. The appraisal r
be exercised by any stockholder who shall have voted against the proposed corporate action, by making a
on the corporation inittirty (30) days after the date on which the vote was taken for the payment of the
value of his shares.

There are no matters or proposed corporate acti
may give rise to a possiblecesesof security holders of their appraisal rights under Title X of the Corporatior
the Philippines.

THE STOCKHOLDER MUST VOTE AGAINST THE PROPOSED CORPORATE ACTION IN ORDER TO
HIMSELF OF THE APPRAISAL RIGHT
Iltem 3. Interest of Certain Personilatters to be acted upon

Each of the incumbent Directors or Officers of the Corporation since the beginning of the last fiscal yea
associate of any of the foregoing persons do not have any substantial interest, direct or indirect, by
hotings or otherwise, in any matter to be acted upon.

None of the incumbent Directors of the Corporation has issued any notice in writing of an intention to opg
action to be taken by the registrant at the meeting.

B. CONTROL AND OTHER INFORMATION

Item 4. Voting Securities and Principal Holders Thereof

@) Class of Voting Shares:

Shares Outstanding No. of Vote Each Share is Ent

Common Shares:

Filipino 3,271,937,380 One (1) vote per share
Foreigrer 43,117,757 One (1) vetper share
Total 3,271,937,380




(b)

(c)

(d)

The Corporatithas 3,271,938 outstandirmpmmosharesthe only class of shares issued by the
Corporatioas ofluly 312014Every stockholder shall be entitled to one vote for each share of stock
held a of the established record date.

Out of the tomlitstanding sha@s3,271,93380 as afuly 312014 number of shares of Common
Stoclowned by foreigners was 43,117,757 ovdlE3dctBshare is entitled to one vote as of the
established redatateBreakdown of nationality of foreign shareholders are as follows:

Chinese35,261,97& 1.0777%; Taiwanese: 7,000,000 0120, Zk881guesg00,000 or 0.(RYb;
Danish: 120,000.003%; and Others /Unclassi2i@8dl;782 or 0.087%3)

Record Date:
All stockhdérs of record a6 August 20, 2044 e
AnnuaMeeting of the Stockholders.

entitled to notice an

Manner of Voting

The election of directors shall be taken up at the meeting and pursuant to Sectioma2idrof the Corp
Code. The holders of common stock (Class A) are entitled to one vote per share but in connectic
the cumulative voting feature applicable to the election of directors, each stockholder is entitled
many votes as shall equal the numlierred keld by such person at the close of business on the
record date, multiplied by the number of directors to be elected. A stockholder may cast all such v
a single nominee or may apportion such votes among any two or more nomineeall Tiee shares sl
voted/ cast by secret balloting and/or rising of hands. In all matters included in the agenda, exce
election of directors, the counting of vote will be done through the regular method.

The report attached to this SEC For#s26 the managnent report to stockholders required under SRC

Rule 20 to accompany the SEC Form80 and i s

hereinafter referred -

Security Ownership of Certain Record and Beneficial Owners and Management:
(Asof Julydl, 201

1)

Security ®@nership of Certain Record and Beneficial Owners

As ofJuly 312014he Corporation knows of no one who beneficially owns in excéss of 5% of
Corporati@common stock except as set forth in theltaklerhpercentage of shares held is
based othe owudtanding shares of 3,2713&37

Name, address of Record

Title of
Class

Owner and Relationship with
Issuer

Name of Beneficial Owner ang
Relationship with Record Owng

Citizenship

No. of Shares
Held

% tototal o/s
shares

Common

PCD Nominee Cawgi®mn 37

Tower 1, The Enterprise Cent
6766 Ayala Ave. cor. Paseo [
Roxas, Makati City (Stockhold

PCD Participsnand their clients
(see Schedulg A

Filipino

912,317,197

27883

Common

William T. Gatchalian, 35F Ori
Corporate Center, Julia \$argd
Ortigas Center, Pasig City
(Stockholder)

same as record owner

Filipino

835,000,100

25.520

Common

Dee Hua T. Gatchalian, 35F ¢
Corporate Center, Dofia Julia
Vargas ave., Ortigas Center,
Pasig City (Stockholder)

same as record owner

Filipino

492,962,532

15.066

Common

Sherwin T. Gatchalian, 35F C
Corporate Center, Dofia Julia
Vargas ave., Ortigas Center,
Pasig City (Stockholder)

same as record owner

Filipino

317,750,100

9.711




ShinjKobayashi,c/o TW@&F 3
One Corporate Center, Dofa

Common V. ; same as record owner Filipino 210,650,000 6.438
argas ave., Ortigas Center,
Pasig City (Stockholder)
Schedule RCD Nominégorp. (PCN&)awholly owned subsidiary of Philippine Central Depo6itdr, @® 6 ) , i s
theregistered ownettioéshares n t he books of the Companyds tisransfer

PCD6s participants who hol d t h$harssHodge with PCDnaretvdied i r b et
throgh itsappointed proxywhom the Company cdy @etermine on August 28,,20@4leadline for submission of

proxiesPCD is not related to Wellex IndustriBgldmcare the top ten (10) shareholders under PCD:

Schedule A
PCD Nominee No. of Sharelleld %
Westlink Global Equities, Inc. 111,916,57 11.72
Abacus Securities Corporation 88,932,32 9.31
COL Financial Group, Inc. 61,472,95 6.43
Bernadecuritigdnc. 56,861,00 5.95
Evergreen Stock Brokerage & Sec., In 32,716,34 3.42
Solar Securities, Inc. 27,094,95{ 2.84
BPI Securities Corporation 26,081,11 2.73
BDO Securities Corporation 25,7900 2.70
SunSecurities, Inc. 24,770,00 2.59
Quality Investments & Securities Corp, 24,709,72 2.59
Others 431,972,22 49.72
TOTAL 912,317,19 100.00

(@ Security Ownership of Managemenl{f8loR20 4

Amount and Percent
Title of Name of Beneficial Nature of - .
. Citizenship|  of
Class Owner Beneficial
. Class
Ownership
Common | Rogelio D. Garcia 200 (direct  Filipino 0.000
Common | Elvira A. Ting 111,850,000 (dire] Filipino 3.418
Common | Kenneth T. Gatchalian | 100,00,100 (direq Filipino 3.056
Common | William T. Gatchalian | 835,000,100 (dire]  Filipino | 25.520)
Common | Lamberto B. Mercadio 200 (direct  Filipino 0.000
Common | Abelardo G. Palad Jr. 100 (directi  Filipino 0.000
Common | Byoung Hyun Suh 100 (direcf Kaean 0.000
Common | Richard L. Ricardo 460,000 (direq  Filipino 0.014
Common | Miguel B. Varela 10,000 (dired  Filipino 0.000
Common | Omar M. Guinomla 10Q00@direct)  Filipino 0.0
Common | Antonio A. Henson 100,100 (direq Filipino 0.003
Atty. Mariefr&ncisco - Filipino 0.000
All directors and Officers as a group|  1,04520,090 3R2.04




(3) There is no person who holds more than 5% of a class under a voting trust holder or similar
agreement.

(4) There has been no arrangement of which may msnigmia the control of the registrant.
(e No change in control of the corporation has occurred since the beginning of its last year.
Item 5. Directors and Executive Officers

Information required hereunder is incorporated by reference to theesgction | ed oDi rector s
ExecutiveDf f i cer s of t h elbtR4dfthedviamragemeéntRepom. page s

The following are the nominees for election as members of the Board of Directors of the corporation for the
year:

Name Position Age | Citizership
1.| Rogelio D. Garcia Chairman 73 | Filipino
2.| Kenneth T. Gatchalian President/CEO 38 | Filipino
3.| Elvira A. Ting Vice President 53 | Filipino
4.| Richard L. Ricardo Treasurer 51 | Filipino
5.| William T. Gatchalian Director 65 | Filipino
6.| Lamberto B. kado Jr. Director 49 | Filipino
7.| Abelardo G. Palad Jr. Independent Direct¢ 72 | Filipino
8.| Byoung Hyun Suh Independent Direct¢ 56 | Korean
9.| Miguel B. Varela Independent Direct¢ 72 | Filipino

10.| Omar M. Guinomla Director 42 | Filipino
11.| Antonio A. iHson Director 73 | Filipino

The aforementioned nominees are all incumbentAlirectmigees in the final list prescreened by the
Nomination Committee and their di@ii$ar@ presented orgpa 430490f Managaent Report. The three
indeendent directoratty. Miguel B. Var&agr. Abelardo G. Paladardd. Mr. Byoung Hyun,Suli be
servingtheir 3rd term as independent directors when elected during the annudhenddmimination
Committee will recommend themdeoga coolig off period favo yearafter their last term on Z&guant
to SEC Memorandum Circular No. 9 series of 2011 (Term Limits for Independent Directors).

The Certificat®of Independent Directors executed by the aforementioned independdhedirectors of
Corporation are attached hereto. (Pls. refer 18 pa@is

The name of the person who recommended the nomination of the foregoing candidates for independent di
Ms. Elvira A. Ting. She has no relationships with these nominees.

None ohe candidates for independent directors of the Corporation are related to Wellex Industries, Inc.
The Members of the Nomination Committee are the following:

1. Rogelio D. Garei@hairman

2. Kenneth T. Gatchaliamlember

3. Miguel B. Varelmember/IndependBirector
Information required by SEC under SRC Rule 38 on the nomination and election of Independent Directors.

A. Definition

1. An independent director is a person who, apart from his fees and shareholdings, is independs
management afrde frmm any business or other relationship which could, or could reasonably be perceivet



(o8]

materially interfevith his exercise of independent judgment in carrying out his responsibilities as a direct
the corporation and includes, among others canylpers

1.1

1.2

1.3

1.4

15

1.6

1.7

Is not a director or officer or substantial stockholder of the corporation or of its rela
companies or aakits substantial shareholders except when the same shall be an independe
director of any of the foregoing;

Does not own mdrart two percent (2%) of the shares of the corporation and/or its related
companies or any of its substantial shareholders;

Is not a relative of any director, officer or substantial shareholder of the corporation, an
its relatedompanies or anyitefsubstantial shareholders. For this purpose, relatives include
spouse, parent, child, brother, sister, and the spouse of such child, brother or sister;

Is not acting as a nominee or representative of any director or substantial shareholder o
corporatiorand/or any of its related companies and/or any of its substantial shareholdel
pursuant to a Deed of Trust or under any contract or arrangement;

Has not been employed in any executive capacity by the corporation, any of its related
compaies and/or
by any of its substantial shareholders within the last two (2) years;

Is not retained, either personally or through his firm or any similar entity, as professional ad
by thecorporation, any of its related companies and/osabgtahiisal shareholders, within the

last two (3)ears; or

Has not engaged and does not engage in any transaction with the corporation and/or with at
its related

companies and/or with any of its substantial shareholders, whether bywiths#lemnd/or
persons and/or through a firm of which he is a partner and/or a company of which he is a dir
or substantial shareholder, other than transactions which are eondisbeghaind are
immaterial.

No person convicted by final judgrhan offense punishable by imprisonment for a period exceeding si
(6) years, or a violation of this Code, committed within five (5) years prior to the date of his electiol
qualify as an independent director. This is without prejudicgesopthex i i f i cat i ons whi
Manual on Corporate Governance provides.

Any controversy or issue arising from the selection, nomination or election of independent director
beresolved by the Commission by appointing independsritatinattedist of nominees submitted by
the stockholders.

When used in relation to a company subject to the requirements above:

4.1

4.2

Related company means another company which is: (a) its holding company, (b) its subsidie
(c) a subsidiary othitdding company; and

Substantial shareholder means any person who is directly or indirectly the beneficial owner ¢
more than ten percent (10%) of any class of its equity security.

. Qualifications and Disqualifications of Independent Directors

1. An independent director shall have the following qualifications:

11

He shall have at least one (1) share of stock of the corporation;



1.2 He shall be at least a college graduate or he has sufficient management experienc
substitute for sufdmal education or he shall have been engaged or exposed to the busines
of the corporation for at least five (5) years;

1.3 He shall be twenty one (21) years old up to seventy (70) years old, however, due considera
shall begiven to qualified independieectors up to the age of eighty (80);

1.4 He shall have been proven to possess integrity and probity; and
15 He shall be assiduous.

2. No person enumerated under Section Il (5) of the Code of Corporate Governance shall qualify as a
independent directorsHall likewise be disqualified during his tenure under the following instances ol
causes:

2.1 He becomes an officer or employee of the corporation where he is such member of th
board odlirectors/trustees, or becomes any of the persons enumeseited () dereof;

2.2 His beneficial security ownership exceeds two percent (2%) of the outstanding capital stc
of thecorporation where he is such director;

2.3 Fails, without any justifiable cause, to attend at least 50% of the total number of Board
meetings durihg incumbency unless such absences are due to grave illness or death of an
immediate family;

2.4 Such other disqualifications that the Corporate Governance Manual provides.

. Number of Independent Directors

All companies are enaged to have independent directors. However, issuers of registered securities and p
companies are required to have at least two (2) independent directors or at least twenty percent (209
boardsize, whichever is the lesser.

. Nomination and Elgan of Independent Directors

The Nomination Committee (the ACommitteeod) s
independent director. It shall promulgate the guidelines or criteria to govern the conduct of the nom
Thesame shalleb properly disclosed in the corporat
other reportequired to be submitted to the Commission.

Nomi nation of independent director/s shall b €
recommndations shall be signed by the nominating stockholders together with the acceptance
conformity lilge woulde nominees.

The Committee shallqimesen the qualifications and prepare a final list of all candidates and put
place screening policiesl parameters to enable it to effectively review the qualifications of th
nominees fardependent director/s.

After the nomination, the Committee shall prepare a Final List of Candidates which shall cont:
theinformation about all the nomingaddpendent directors, as required under Part IV (A) and (C) of
Annex "C" of SRC Rule 12, which list, shall be made available to the Commission and to all stockl
through the filing and distribution of the Information Statement, in acco@i&we AhoBR such

other reports the Corporation is required to submit to the Commission. The name of the person or ¢
persons whecommended the nomination of the independent director shall be identified in such re
including amglationshiwith the nominee.

Only nominees whose names appear on the Final List of Candidates shall be eligible for elect
independenirector/s. No other nomination shall be entertained after the Final List of Candidates ¢

10



have been prepardéth furtheraminations shall be entertained nor allowed on the floor during the
actual annual stockholdees®ting.

6. Bection of Independent Director/s

6.1 Except as those required under this Rule and subject to pertinent existing laws, rules
regulations ¢fie @mmission, the conduct of the election of independent director/s shall b
made in accordance withstandard election procedures of the companiaassits by

6.2 It shall be the responsibility of the Chairman of the Meeting to inform allistockholder
attendance of the mandatory requirement of electing independent director/s. He s
ensurghose independent director/sdre ct ed during the stockh

6.3 Specific slot/s for independent directors shall naipbyiledualifiedmoees.

6.4 In case of failure of election for independent director/s, the Chairman of the Meeting shall ca
separate election during the same meeting to fill up the vacancy.

E. Termination/Cessation of Independent Directorship

In case of resignation, uhifification or cessation of independent directorship and only after notice h:
been made withe Commission within five (5) days from such resignation, disqualification or cessation
vacancy shall be filled bydte of at least a majority oéthaining directors, if still constituting a quorum,
upon the nomination of the Commtitteerise, said vacancies shall be filledtbgkhelders in a regular

or special meeting called for that purpose. An independent director so eleatey &héll sarae only

for the unexpired term of his predecessor in office.

The procedure for the fANomination and El ecti
being incorporatedhe Amended-Baws of the Corporation dated Octob@d7.1, 2

F. Term Limits for Independent Directors

Pursuant to its authority under Section 72, in relation to Section 38, of the Securities Regulation
(Republic Act No. 8799), the Commission, in its meeting on December 2, 2011, and in order to enha
effectiveness of independent directors, resolved to promulgate the following rules on the electi
Independent Directors in listed, public and mutual fund companies:

1. There shall be no limit in the number of covered companies that a perded asminbepdadent
Director (ID), except in business conglomerates where an ID can be elected to only five (5) compe
the conglomerate, i.e., parent company, subsidiary or affiliate;

2. IDs can serve as such for five (5) consecutive ydadsthatoservice for a period of at least six (6)
months shall be equivalent to one (1) year, regardless of the manner by which the IP position was
relinquished or terminated;

3. After completion of theyiear service period, an ID shall iggbieefor election as such in the same
company unless the | D has undergone a fAcool i
period, the ID concerned has not engaged in any activity that under existing rules disqualifies a |
from being elected as ID in the same company;

4. AniIDrel ected as such in the s amserveforramtherfive &)f t e
consecutive years under the conditions mentioned in paragraph 2 above;

5. After serving as IDtéor (10) years, the ID shall be perpetually babeihdrefected as such in the
same company, without prejudice to being elected as ID in otasrottsmba of the business
conglomerate, where applicable, under the same conditions provisi€irtular;

The Company has complied with the above guidelines.

11



Significant Employees

Other than its current officers mentioned in the preceding subsection, the Company has not engaged the
of any person who is expected to make digoifitéoution to the business of the Corporation.

Family Relationships

Kenneth.T Gatchalian, the President/Diietha son of William T. Gatchalian, one of the Directors. Ms. Elvira
A. Ting, the ViBeesident, is sistetaw of William T. Gatielmadnd aunt of Kenneth T. Gatchalian. Except for
the above mention#tere are no family relationships up to the fourth civil degree either by consanguinit;
affinity among directors, executive officers, persons nominated or chosen by thbemmper ali@ttors,

or executive officers.

Involvement in Certain Legal Proceedings

None of the directors and executive officers was involved in certain legal proceedings during the past five
up to the latest date. Neither have they bedadcbgvimal judgment in any criminal proceedings, or been
subject to any order, judgment or decree of competent jurisdiction, permanently or temporarily enjoining,
suspending, or otherwise limiting their involvement in any type of bugsessns®adlities or banking
activities, nor found in an action by any court or administrative bodies to have violated a securitie
commodities law.

Certain Relationships and Related Transactions

The Group, in the normal course of businesssaetsoing with related pafftesfollowing table summarizes
the transactions with related parties for the year entest BEc20EDd2012 Please refer to Note 19 of
the Audite@onsolidatdeinancial Statements attached to this repobréadtigcussions.

Increase/ 208 20p
(Decrease) . )

%) Receivables Payables Receivables Payables

The Wellex Group, Inc. (4.19%) P 77,115,003] P - | P 80,531,453| P -

Wellex Petroleum, Inc. (3.44%) 2252,155 - 2,382,270 -

Metro Alliance Holdings & Equities ( - 105,060,000 - 105,060,000 -
Diamond Stainless Corporation - - 132,86,223 - 132,846,22
Kenstar Industrial Corporation - - 23,539,85¢ - 23,53858
Rexlon Realty Corporation - - 23,187,37 - 23,187,37
Philippine Estates Corporation - - 27,796,391 - 27,796,391
Plastic City Corporation 0.35% - 85989,376 - 85,685,754
Pacific Rehouse Corporation - - 15,540,75 - 15,540,751
International Polyn@orporation - - 27,656,991 - 27,657,991
Asian Pacific Corporation - - 4,046,257 - 4,046,257
Ropeman International Corporation - - 8,101,207 - 8,101,207%
Concept Moulding Corp. 21.88% - 3,102,088 - 2,545,095
Key management and officers 0.08% - 162821938 - 162,696,93
184,427,158 514,628,452 187,923,723 513,643,83

Allowance for doubtful accounts ( 56,413,226 - ( 56,413,226 -

P 18,013,894 P 514,628,451 P B1,510,46] P 513,643,83

Advances to Metro Alliance Holdings and EqrptiddAHEC) represent receivable for the value of the land
foreclosed to settle the afiilim@n with Pipipine Veterans Bank (see Noté th® Consolidated Financial
Statements as of December 31).2013

The assignment of intercompany recqreghlele’s and advances to/from affiliates was in line with the plan o
integrating the Group intercompany account balances to facilitate the preparation of intercompany recon
billing and collection and payment processes among tfeediol®7 of the Consolidated Financial
Statements as of December 31).2013
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Ownership Structure and Parent Company

The Wellex Industries, Inc. (Parent Company) wholly owns two companies, namely Plastic City Inc
Corporation (PCIC) and Philfoods Adsatinsubsidiaries have ceased operatiB@®ugubsidiaries have
leased out its warehouse/building facilities.

Resignation of Directors Due to Disagreement
There is no director who resigned or decline to statekctrdecause of disagreement.
Terms of Office

The Directors of Well ex 1 ndust r gtekoldofficeauntiltheanext el
succeeding annual meeting and until their respective successors have been elected and qualified.

All officers, excepeeutive officers, shall be elected by the Board of Directors at its first meeting following
election. Every officer so elected shall be subject to removal at any time by the Board of Directors but all
unless removed, shall hold officéneintduccessors are duly elected and qualified.

The executive officers shall hold office either by appointment of the Board of Directors or upon con
employment with the Corporation approved by the board of Directors.

Iltem 6 Compensation @irectors &Executive Officers

The following table lists the names of the Corp
the two most recent years including the estimated compensationZoAyezys@fied, there was no
compensato n , in any form, to all/l Directors and key
position
. . Other Variable Pay
Name & Position Year Salary (in Php) (in Php)
204 - 50,000
Rogelio D. Garcia _
Chairman/Director 208 50,000
20P - 50,000
204 - 50,000
Kennetfl. Gatchalian
- 50,000
President/CEO/Director 208
20 - 50,000
201 - 50,000
Elvira A. Ting
Vice President/Director | 208 - 50,000
20P - 50,000
- 50,000
Richard L. Ricardo 204 50000
Treaster/Director 208 _ ’
20p - 50,000
204 - 50,000
All other officers & directors
Group Unnamed 208 - 50,000
201 - 50,000
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The Compensation Committee prescribed only the above compensation for teesspeditied aifiis for
year 204

The membeof the Compensation Committee are the following:
1. Elvira A. TirgChairman
2. Lamberto.BJercado Jymember
3. Abelardo G. Palad-dnember/Independent Director

Standard Arrangement

Except for a nominal amount of peagieunting to P10@uring attendance in special meetings, there
are no standard arrangements to which directors of the Corporation are compensated, or are
compensated, directly or indirectly for any services provided as a director for the last completed calenc
and ensuing year.

Other Arrangements

There are no other arrangements pursuant to which any director of the Corporation was compensated, ol
compensatatirectly or indirectly for any services provided as a director for the last completad calendar
and ensuing year, for any service provided as a director.

Employment Contracts and Termination of Employment and &ha@gatrol Arrangements

There is no employment contract and termination of employeesiacdmnangeangement with
direcbrs anaexecutive officers.

Warrants and Options Outstanding

There are no warrants and options outstanding F
officers and directors as a group.

Item 7. Appointment of Independent Public Ataots

a. Diaz Murillo Dalupan and Con(@MipC), upon recommendation by the Audit Committee of the
Board of Directasmposed of MByoung Hyun Sak Chairmamd Ms. Elvira A. Ting and Mr
Kenneth T. Gatchalas members, wasagpointed by the statélbrs as the principal resete
auditors for the years 2013 and a6ii2is again being recommended to the stockholders for re
el ection as t he erndloaoditasnigr dhe year r20hd selegtianl of extgrmal
auditors is made on theshafscredibility, professional reputation, accreditation with the Securities ar
Exchange Commission, and affiliation with a reputable foreighepartiessional fees of the
external auditors are approved by the Company after approval bigéne stabehengagement
and prior to the commencement of each audit season.

b. In compliance withGGRule 68 paragraph 3 juR@tation of External Auditors), and as adopted by
the Company, external auditors or engagement partners are rotated \ar\clismeggedaes or
earlier.Ms. Jocelyn J. Villaflores was the lead engagement partner from 2005 to 2008 and
Roemary D. De Mesa in 2009 to. 213Jozel Francisco C. Samiisbe recommended as
engagement partners for the year 2014.

C. Representatve of the said firm are expected to be
have the opportunity to make statement if they desire to do so and are expected to be availa
respond to appropriate questions.

d. The members of the Audit Comwiittiee Corporation are the following:

1. Byoung Hyun S@hairman/Independent Director
2. Elvira A. Tingnember
3. Kenneth T. Gatchalraember
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External Audit Fees And Services

Audit and related fees of Diaz Murillo Dalupan and Companynhevhiatame is Ms. Rosemary De Mesa,

for Wedlx Industries Incorporated.j21B3,74th 2013 and BR117,04t 2012inclusie of 10% ouofpocket
expensesndexclusive of 12% VAQr expressing an opinion on the financial statements andirassistance
preparing the annual income tax return.

No other service such as tax and assurance audit was provided by external audipansytéothideCo
calendar year 2013 and 2012

Audi t Commi tteeds Approval P o | idobythe Exteanal Audifdrs o ¢ e d u

The Corporate Governance Manual of the company provides that the audit committee shall, among others

1.) Evaluate all significant issues reported by the external auditors relating to the adequacy, efficiency &
effectiveness ddligies, controls, processes and activities of the Company.

2.) Ensure that other +aamlit work provided by the external auditors is not in conflict with their functions a
external auditors.

3.) Ensure the compliance of the Company with acceptable eodittamdstandards and regulations.

Changes in and Disagreement with Accountants on Accounting and Financial Disclosure

There are no changes in and disagreements with accountants on accounting and finandialodisclosure
change i n t hende@ acoquraamty dusng thentdiae mpost recent fiscal years or any subseque
interim period

Item 8. Compensation Plans
Not applicable.

Item 9Financial and Other Information

Audited Financi al St atement s as ddralysts hnd MarketePmde e r
of Shareand ot her date related to the Corporationb
required under Part IV(c) of Rule 68 are included in the Annual Report.

Item 10. Mergers, Consolidations, Acquisittmd Similar Matters

There is no action intended to be taken with respect to any transaction involving the following: (1) the m
consolidation of the Corporation into or with any qtli2y gnaigcquisition by the Corporation or any of its
stockholdersf securities of another person or entity; (3) the acquisition by the Corporation of any other
business or of the assets thereof; (4) the sale or other transfer of all or any substantial part of the asse
Corporation; and (5)lifp@idation or dissolution of the Corporation.

Item 11. Acquisition or Disposition of Property

There is no action to be taken with respect to any material acquisition or disposition of any property
Corporation.

Item 12. Restatement of Accounts

There is no action to be taken with respect to the restatement otapijabssesurplus account of the
Corporation
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OTHER MATTERS
Item 13Action withRespect tdreports

a. Appoval of the Minutes of the 201t8i1al Meeting of trectolders held November 12,
2013at6hFloor One Corporate Center, Dofia Julia Vargas cor. Meralco Aves., Ortigas Center, F
City covering the following matters:

1. Annual Report of officers
2. Ratification and approval of all acts and resolutions of théa&tmaeifof De year ended
2012
3. Appointment of External Auditor
4. Appointment of External Counsels
5. Election of Directors
b. Approval of the Annual Report of Managemenyetarénded December 31, 2012

ltem 14. Matters Not Required to be Submitted
There is naction to be taken with respect to any matter which is not required to be submitted to a vote
stockholders.

Item 150ther Proposed Action

As of this report, there are no other matters which the Board of Directors intends to presemt or has re
believe others will present at the meeting.

Item 16Voting Procedures

(A) An affirmative vote by the stockholders owning at least a majority of the outstanding capital
shall be sufficient for the approval of

1) Minutes 8tockholderseetingheldon November 12, 2013;

2)2013 Auditdenancial Statements
3) Ratification of Corporate Acts of the Board of Directors and Q@ffiqeosaofthe

4) Appointment of External Counsels
5) Aopointment of External Auditors;
6) Any other proposedacti

The method by which votes will be counted:

(B) The holders of the majority interest of all outstanding stocks of the Corporation entitled to v
the meeting present in present or by proxy, shall constitute a quorum for the transactio
business.

(C) Theholders of common stock are entitled to one vote per share, but in connection with
cumulative voting feature applicable to the election of directors, each stockholders is entitled
many votes as shall equal the number of shares held by satcthperkse of business on
record date, multiplied by the number of directors to be elected. A stockholder may cast :
such votes for a single nominee or may apportion such votes among any two or more nomi
The shares shall be voted/cast by Beltoting and/or raising of hands. In all mattersiinncluded
the agenda. The stockholders are entitled to one vote fper gleamdection of directors, the
counting will be cumulative. The counting of votes will Heel@w iyrate Secretaith w
the assistance of the representatives of the Cdepimcddjmendent auditor Diaz Murillo
Dalupan and Company and Stock TransfeBAgeatPe Oro Stock Transfer Agency. All votes
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attaching to the shares owned by stockholderprofiesavereasived by the Corporation
will be cast in accordance with the instructions given or authority granted under proxies.

The Corporate Secretary shall record all the votes and proceedings of the stockholders and of the
Directors in a book kephfdrpurpose

Iltem 17. Amendment of Chartersl . &8ys & Other Documents
Except for the following, no other amendment was made by the Corporation:

1.

Articles of Incorporation, Article 1V and doaitssBBoard of Directors Sectieh3] a8 per Board
Meeting helho December 17, 2004 and Stockhol deroés
by SEC on July 23, 2007 and October 11, 2007 respectively.

The Board of Directors in its special meetings held last January 07 and 28, 2008 decided to ame
Primary rad Secondary Purposes of the Articles of Incorporation of the Company and the same
approved by the stockholders during the annu

The Board amended the Primary Purpose of the Corporation, fraranaphaoldittga company
engaged in the business of mining and oil exploration considering that the government is cur
enticing the business sector to develop the
Secondary Purpose of the Compant i pul ated in Paragraph 2 und
out and inserted as its Primary Purpose instead. Then, the numbering of the Secondary Purpos
be adjusted accordingly. This was approved by SEC on April 3, 2009.

Amendment of A#R of Incorporation due to change of principal office address from 22nd Flo
Citibank Tower, 8741 Paseo de Roxas St., Makati City to 35th Floor, One Corporate Center, Dof
Vargas Ave., cor. Meralco Ave., Ortigas Center, RasigQitpved bEG on June 26, 2013
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Undertaking
Wellex Industries, Inc., as registraiilt,provide thestockholders a copy of SEC FormAlffee of charge.
Any writtenrequest for a copy of SEC FormAl3hall be addressed to the Office hef Corporate

Secretary c/0VELLEX INDUSTRIESC. 358" Floor, One Corporate CenBwfa Julia Vargas Ave., cor
Meralco Avertigas Center, Pasig City. Philippines

SIGNATURE PAGE

After reasonable inquiry and to the best of my knowledge @antifpétiaf,the information set feik in
report is true, complete and correct. This repodt iiglsgyB8éy of Pasig on AugysQi2

Wellex Industriesnc.By:

ATTY. MARIEL/L.
Corporate Secretpry |
Unit 3104, 31/F Antel Global Corporate Center
#3 Dofa Julia Vargas Avenue

Ortigas Center, Pasig City
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CERTIFICATE OF INDEPENDENT DIRECTOR

|, MIGUEL B. VARELA, Filipino, of legal age and resident of 126 Cordillera St., Sta. Mesa Heights, Quezon
City after having been duly sworn in accordance with law do hereby declare that;

1. l'am an Independent Director of WELLEX INDUSTRIES, INC.
2. 1 am affiliated with the following companies or organizations:

Megaworld Corporation Independen tDirector/Vice Chairman 2006 — Present
Global Estates Resorts, Inc. Independent pigctor 2012 - Present
Emperador, Inc. Independent Director 2012 — Present

3. I possess all the qualifications and none of the disqualifications to serve as an Independent Director of
WELLEX INDUSTRIES, INC., as provided for in Section 38 of the Securities Regulation Code and its
implementing Rules and Regulations.

4. | shall faithfully and diligently comply with my duties and responsibilities as an independent director
under the Securities Regulation Code.

5. Ishall inform the corporate secretary of WELLEX INDUSTRIES, INC. of any changes in the above
mentioned information within five days from its occurrence.

JUL 31 RN T

Done this of , 2014 at
/ A«ff@nt
JUL 3 ! ZDM QUEZON GITY
SUBSCRIBED AND SWORN TO before me this at - , affiant exhibiting his Community

Tax no. 02302709 at Makati City, Metro Manila on 03/12/14..

Doc. No._ 37
Page No.___ /Q O ()
Book No.__ %3 ' Haly e

TARY PUBLIC

er 31,2014
P-001-2014-2015
2/01-07-14 Q.C,

73 CY-2014 Q..

Series of g / JTOMAS £. DULAY JR.



CERTIFICATE OF INDEPENDENT DIRECTOR

|, Byoung Hyun Suh, Korean, of legal age and resident of Unit 2006B The Salcedo Place, Tordesillas St.,
Salcedo Village, Makati City after having been duly sworn in accordance with law do hereby declare that:

1. | 'am an Independent Director of WELLEX INDUSTRIES, INC.
2. | am affiliated with the following companies or organizations:

Company Position Period of Service
Pan Islands, Inc. President Feb. 1995 - present
National Unification Advisory Council President July 2009 - present
Southeast Asia Chapter —R.0.K
Forum Pacific, Inc. Independent Director June 2011 - present

3. | possess all the qualifications and none of the disqualifications to serve as an Independent Director of
WELLEX INDUSTRIES, INC., as provided for in Section 38 of the Securities Regulation Code and its
implementing Rules and Regulations.

4, | shall faithfully and diligently comply with my duties and responsibilities as an independent director
under the Securities Regulation Code. .

5. I shall inform the corporate secretary of WELLEX INDUSTRIES, INC. of any changes in the above
mentioned information within five days from its occurrence.

Done this of ,2014 at . /(’L
61 ff»x
OUNG HYUN SUH
Affiant
20 QUEZON GITY
SUBSCRIBED AND SWORN TO before me thls 'gt , affiant exhibiting his Community

Tax No. 10849793 at Makati City on January 7, 2014.

Doc.No. B«
Page No.__ 7%
Book No. %3

Series of Zz

MCLE EXEMPTED % 000528
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CERTIFICATE OF INDEPENDENT DIRECTOR

I, ABELARDO G. PALAD JR,, Filipino, of legal age and resident of #56 Gov. Lugay Avenue, Centro
Matatalaib, Tarlac City, Tarlac after having been duly sworn in accordance with law do hereby declare that:

1. 1 am an Independent Director of WELLEX INDUSTRIES, INC.
2. | am affiliated with the following companies or organizations:

Company Position Period of Service
Palm Core Realty & Dev't Inc. President/CEO 2002 - Present
Northern Plains Agro-Industrial Corp. President/CEO 2004 - Present
Waste Integrated Network Systems, Inc President/CEO 2006 — Present
(WINS)

3. | possess all the qualifications and none of the disqualifications to serve as an Independent Director of
WELLEX INDUSTRIES, INC., as provided for in Section 38 of the Securities Regulation Code and its
implementing Rules and Regulations.

4. | shall faithfully and diligently comply with my duties and responsibilities as an lndependent director
under the Securities Regulation Code.

5. I shall inform the corporate secretary of WELLEX INDUSTRIES, INC. of any changes in the above
mentioned information within five days from its occurrence.

JuL 3§ 204
Done this of , 2014 at

respd N
LR WA Y

W \/f KQ / !
ABELARDO G. PAKAD JR.

{ Affiant

JUL 31 o auezonomy

SUBSCRIBED AND SWORN TO before me this , affiant exhibiting his

Community Tax no. 28374739 at Tarlac City on January 28, 2014.

-10 'Asrm@‘}v\( }

RY H)d IC

Doc. No. __ B2
Page No.

Book No.__ %02

Series of %g

MLL: E,\J«mcu :www 33



Republic of the Philippines
allieotn ) 8.8.

CERTIFICATION

I, MARIEL L. FRANCISCO, Filipino, of legal age, with office address at 31® Floor Antel
Global Corporate Center, Dona Julia Vargas Ave., Ortigas Center, Pasig City, after having
been duly sworn in accordance with law do hereby declare that:

1. I am the Corporate Secretary of WELLEX INDUSTRIES, INC. (the ‘Company”), a
corporation organized and existing under Philippine law, with principal office address
at 35" Floor One Corporate Centre, Dona Julia Vargas cor. Meralco Aves., Ortigas
Center, Pasig City;

2. Allincumbent directors and officers of the Company are not
government agency or its instrumentalities.

AUG 112014
SUBSCRIBED AND SWORN to before me this of 2014, in
oo ., affiant exhibiting to me her Tax Identification No. 224-150-060 issued by
the Bureau of Internal Revenue.

Doc. No. ley .
Page No. q,/ .
Book No. Vig .
Series of 2014.
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MANAGEMENT REPORT
AS REQUIRED BY SRC RULE 20
INCLUDING FINANCINFORMATION FOR SECOND QUARTER OF 2014

BUSINESS AND GENERTORMATION

1.) Brief Description of the General Nature and Scope of the Registrants Business and its
Subsidiaries

Wellex Industries, Incorporated (WIN) is a company incorportdippmdseto engage primarily in the
business of mining and oil exploration and was known as Republic Resources and Development Cor

(REDECO) . The Co mpgialy gndesl oncQ@ctohero 19,a2066Januaryf 18, 2@06, fthie
C o mp a nayddok Dirdtors (BOD) and stockholders approved the amendment of the Company Acrticl
Il ncorporation extending the corporate |ife for

Articles of Incorporation was approved by the Sedutiiesange Commission (SEC) on July 20, 2007.

On January 28, 2008, the BOD approved the amen
company to a company engaged in the business of mining and oil exploration. The same was approve
st ockholders of the Company | ast November 20, 2
Amended Articles of Incorporation was approved by the Securities and Exchange Commission (SEC) or
20009.

The shares of WIN are listed amdl tiadhe Philippine Stocks Exchange or PSE. The Company wholly owr
two companies, namely Plastic City Industrial Corporation (PCIC) and Philfoods Asia, Inc. (collectively ki
the Group.) Both subsidiaries have ceased operation but PClCcsalisidéatiesarn income by leasing out

its warehouse facilities.

Plastic City Industrial Corporation

In November 1999, the Company formalized the entry of Plastic City Industrial Corporation (PCIC) into th
Industries, Inc. family. PCIC wdshhe | i p p i -integgi@d nianufacturer df pidstic products used in a
number of industries. From its humble beginnings as a plastic scrap palletizing operation in 1969, PCIC
the forefront of the plastics industry until year 2002 whgparthevas greatly affected by economic crisis. It
was then the Company was forced to stop its operation.

PClI Cbos pl ant shecare@roderty nathh of Metr@ Manila. Plasfic City is an industrial metropolis
itself. It used to serve #m@ahds of different sectors such as plastic packaging, invaluable house ware prodt
appliance and telecommunications accessories, industrial parts and pipes for waterworks, sewerag
telecommunications, and electrical conduit systems.

Philfoods A, Inc.

Philfoods Asia, Inc., was established to become a major processor and producer of packaged beverac
foodstuffs. Based in Valenzuel a, Metro Manil a,
bottled drinking waterit fuices, powdered juices, and-baseal products such as biscuits, instant noodles,
and other snack foods.

All plant equipment have been procured and installed for its programmed commercial operation. However
of the continuing adverse tiondif the Philippine economy the management decided to postpone its operatio
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Plastic City Industrial Corporation (PCIC) and Philfoods Asia, Inc. have decided to temporarily ce:
manufacturing and commercial operations. The continueddessasoandf operations were due mainly to
scarcity of raw materials, increase in production costs in electricity, power and raw materials coupled w
competition brought about the influx of imported goods. Due to the cessation of opapationswthe Gro
concentrating in leasing out its warehouse facilities.

2.) Properties and Other Assets

Investment Properties

These are properties held plirttaearn rentals and for capital appreciation. The carrying amounts of these
properties (net of aoclated depreciation and impairment loss) are shown below:

Land improveme  Buildings anc

Land improvement Total

Net carrying amounts

January 1, 281 P 601,855,50 P 658,16( P 116,445,01 P1117,062,91
Depreciation ! ( 65818 ( 269940 (  3,357.5)
Disposal i T (1371831 4371831
Impairment loss l} ! ! (398,104,223
Net carrying amounts

December 31, 201 P 601,855,5( P 60 P 100,027,29 P701,882,79

Included in the Landfate (4) properties of Parent Company located in Montalban, Rizal. These are not sub
to any liens or encumbrances

| # | Location | Title | Area (In Sg. Meters) |
1 Montalban, Rizal TCT N330602 3,283.00
2 Montalban, Rizal | TCT N330603 49,884.00
3  Montalan, Rizal TCT N330604 33,817.00
4  Montalban, Rizal TCT N330605 315,592.00

The properties of Plastic City Industrial Corporation booked under Land are located in various areas but m
located in Canumay, ValenZ2ielperties at any one tmanother are subject, in the ordinary course of
business, to certain liens and/or encumbrance in favor of their respective bank creditors on short term basi
short term bank facilities, whether or not there are outstanding obligatiorigrtheretisc{ission, pls.

refer to Note 6 of the Audited Financial Statements)

The company has no intention of acquiring property for the next twelve (12) months.

Investments in a Joint Venture

The Groupds i nvest ment ributedtojthe JomtVemtueent ur e represe

In July 1997, PCIC subsidiaries (Inland Container Corporation, Rexlon Industrial Corporation and Kennex
Container Corporation) entered into a Joint Ven
Corporation (PE@3% Developer and PCIC subsidiaries and other affilatedoameos, whereby PEC will
develop into industrial estate the parcels of land situated at Canumay, Valenzuela, Metro Manila owned by
Group and its{amdowners. For these jaintiyrbed assets, PCIC subsidiaries contributed a total of 192,484
square meters of raw land.
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The carrying amount of investments in a joint venture is as follows:

208 20p
Cost P 102,092,8¢ P 102,092,8¢
Appraisal increase 498,315,224 498,315,224
Accunalated impairment losses ( 207,224,9 ( 207,224,9

P 393,183,1f P 393,183,1¢

Portion of the real estate properties of PCIC subsidiaries with an aggregate carrying amount of P512,348,
of Decemb@1.,2011 were mortgaged witloB&secure the loans obtained by the Group. In 2012, the
outstanding loan from BDO was paid and the related mortgage properties(sexNoteH@édudited

Financial Statements).

Property, Plant and Equipment

Det ail s of t planta®reguippaitat Dgcenber 8lr 20B8as follows:

December 31, 2013

Buildings Machinery Tools and  Furniture,

and leasehol and transportatio fixtures and

improvemen! equipment equipment equipment Total
Net carrying amount
January, 203 P 4500,01( P172,841,69 P i P 56,06€ P I77,397,77
Additions | | - -
Depreciation ( 144,06 ( 22,979,8% i ( 22,64 ( 23,146,5p
Impairment loss ) ( 63,790,63 ) ( 63,790,63
Net carrying amount
December 31,201 P 4355,95( P 86,071,21 P 0 P 33,42t P 90,460,58

1 Machinery and equipment includes the following:

Pipe Systems Plant Blow Moulding / PET Plant
Section Machine Section Machir
PE 55 mm YEI1 Blowing Bekum-1
55 mm YEI2 Bekum 2
55 mm YEI3 Bekum 3
55 mm YEI4 Bekum 4
55 mm YEI5 Bekum5
80 mm YEI1 Taharal
80 mm YEI2 Tahara?2
90 mm YEI1 Tahara3
Tahara4
PVC CMTB Ardor
CMT 68 Fongkee
PPI 77 55-1
PPI 90 65-1

Injection Moulding Plant

Section Machine 751 1,2,3

IWASAKI PMi 1 Nissei * 90-1
PM- 2 Nissei * 90-2
PM- 3 Nissei * 100-1
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Section

Machine

Section

Machine

PPC/PCC

Thermoformir

PM- 4 Nissg*
PM-5 Nissei *
PM- 6 Nissei *
PM- 7 Nissei *
PM- 8 Nissei *
PM- 9 Nissei *
PM- 10 Nissei *
PM- 11 Nissei *
PM- 12 Nissei *
PMi 14 Nissei *
PM- 15 Nissei *
PM- 16 Nissei *
PM- 17 Nissei *
PM- 18 Nissei *
PM- 19 Nissei *
PM- 20 Nissei *
PM-21 Nissei *
PM- 22 Nissei *
PC- 29 Nissei
PC-30 JSW
PC-39 KF
PC-40 Jon Wai
PC- 41 Natco
PC-42 Jon Wai
PC-43 Jon Wai
PC-44 Jon Wai
PC-45 Jon Wai
PC- 46 Nissei
PC-47 Nissei
PC- 48 Nissei
PC-49 Nissei
PC-50 Nissei
PC-51 Nisei
PC-52 Nissei
PC-53 Nissei

PC- 54 Nissei
PC- 55 Nissei
PC- 56 Nissei
PC- 57 Nissei
PC- 58 Nissei
40 OZ JSW
60 OZ JSW
125 OZ Natco

140 OZ Natco
200 A OZ Nissei
200 B OZ Nissei

260 OZ Net
T1i Dipiemme
T2i Dipiemme

T3i g
T4 g
T571 llig
T61 lllig
T771 g
T8i lllig

TO71 lllig VI Taiwan
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Section

Extrusion

Rimming

Printing

100-2
100-3
100-4
100-5

Aoki 250 LL
Aoki 500 LL
Aoki 500 LL

Thermoforming Plant

Machine

E2i Wellex
E2i Taiwan

R1i Dipiemme
R2i lllig
R3i Dipiemme

P1i Moss
P27 Omso
P3i Omso
P47 Omso




9 Buildings and Leasehold Improvements

Since the company stopped the operation and focused in leasing theevarateotisesists of lessees
of December 31, 2013

Area Monthly
No. Name of Lessee Co. Bldg. No. in Contract Period Rental (Net of
sgm 12% VAT)
1 San Miguel Packaging Specialists, Inc. ICC 32 3,052 02.28.1371 02.28.14 144,970.00
2 San Miguel Packaging Specialists Inc. ICC 45-C 2,340 04.30.137 04.30.14 111,150.00
3 | Ginebra San Miguel, Inc. ICC 22 1,134 | 01.01.0137 12.31.13 59,251.50
4 | Ginebra San Miguel, Inc. ICC 24 1,476 01.01.137 12.31.13 77,121.00
5 Ginebra San Miguel, Inc. ICC 25 1,476 01.01.137 12.31.13 77,121.00
6 Ginebra San Miguel, Inc. ICC Office 1 and 2 01.01.137 12.31.13 13,317.75
7 Ginebra San Miguel, Inc. ICC Office 1 01.01.137 12.31.13 8,878.50
8 Ginebra San Miguel, Inc. ICC Office 2 01.01.137 12.31.13 8,878.50
9 Ginebra San Miguel, Inc. ICC Open yard 1,500 01.01.137 12.31.13 38,175.75
10 | Ginebra San Miguel, Inc. ICC 27 open space 800 01.01.137 12.31.13 20,360.40
11 | Sta. Rita 168 Builders Corporation KCC 15 1,100 08.01.137 01.31.14 52,250.00
12 |New Pro Mfg. and | ndKCC 39 1,244 01.15.137 07.14.13 59,090.00
13 |New Pro Mfg. and | ndKCC 19 1,050 07.15.137 01.14.14 49,875.00
14 | Apo Global Cosmetic Depot, Inc. PPC 35-A 288 12.15.127 12.13.15 15,048.00
15 | Catfish Enterprises PPC | Open Space of 23 35 01.01.137 12.31.13 1,606.49
16 | San Miguel Brewery, Inc. PPC Shipping yard 1,430 05.01.117 04.30.14 47,464.29
17 | San Miguel Brewery, Inc. PPC 23 3,105 05.01.117 04.30.14 206,121.16
18 | San Miguel Brewery, Inc. PPC 22 1,134 11.20.137 01.19.14 53,865.00
19 | Hengda Trading PPC 26 524 07.01.137 12.31.13 24,890.00
3.) Risks

The Group is exposed to a variety of financial risk which results from both its operating and financing a
The Groupds risk management is coordinated wi!
shorterm cash flows by mitimithe exposure to financial markets.

The Group does not actively engage in the trading of financial assets for speculative purposes nor
write options.

The most significant financial risks to which the Group is exposed to are described below:

a) Credit risk

Credit risk is managed on a Group basis. Credit risk arises from cash, trade and other receivables,
installment contract receivable and advances to related parties.

The maximum credit risk exposure of the financial assets is thewdrofitigedmancial assets
shown on the face of statement of financial position (with trade and other receivables and advance:
related parties presented gross of allowance for doubtful accounts), as summarized below:

2013 2012
Cashexcluding cash band P 1,4395¢ P 1,790,6C
Tradeand other receivables, at net amount 1,800,42 2,507,25
Instdent contract receivable 57,316,89 57,316,89
Advances to relatedtiea, at net amount 128,013,89 131,510,46

P 188,570,7¢ P 193,12523
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The credit quality of financial assets is discussed below:

Cash in bank

The Group deposits its cash balance in a commercial and universal bank to minimize credit risk ex|

Trade and other receivables

The Group assesses credit risk on tradesaceceivable for indicators of impairment by reviewing the
age of ecountsAllowance for doubtful accounts had been provided to cover uncollectible balance.
Group does not hold any collateral as security for these receivables.

Credit risk arisimgrh rental income from leasing of buildings is primarily managed through a ten
selection process. Prospective tenants are evaluated on the basis of payment track record and
credit information. In accordance with the provisions of the legsthedessees are required to
deposit with the Group security deposits ant
exposure in case of defaults by the tenants. For existing tenants, the Group has put in place a mol
and followpsystem. Receivables are aged and analyzed on a continuous basis to minimize credit
associated with these receivables.

Advances to related parties

As at December 31, 2013 and 2@1&roup classifies advances to related parties as past due but not
impaired with certain portion determined to be past due and impaired.

The Company does not hold any collateral as security on the receivables.
The management continues to review advances to related parties for any legally enforceable ri
offset Wth liabilities with the expressed intention of the borrower to settle on a net basis. Cel

subsidiaries filed a corporate rehabilitation as plan to revive its operation for the benefit of stockhol
affiliates (see Note 1).

The aging and quaitfinancial assets is shown below:

December 31, 201! Neither pas! Past due but not impaired

due nor Over Past due an
impaired 1-30 days 3160 days 60 days impairec Total
Cash P1,43956 P - P - P - P - P 1,439,56!
Receivables from:
Trade 694,290 226,077 165,408 88,672 o) 1,174,445
Related parties o] o] o] 318,007 318,007
Others 278,989 6,529 6,004 16,451 - 307,973
Installment contraci
receivable 38,2164 - - 19,105,63: - 57,316,89¢
Advances to relate(
parties - - - 128,013,89 56,413,26( 184,427,15:
P40,624,11 P 232,60¢ P 171,41. P 14754266 P 56,413,26 P 250,608,35
December 31, 201 Neither pas! Past dueui not impaired
due nor Over Past due an
impaired 1-30 days 3160 days 60 days impairec Total
Cash P1,79060 P - P - P - P - P 1,790,60
Receivables from:
Trade 861,924 519,810 231,338 3,619 1,069,86¢ 2,686,56(
Related partie 10,036 3,747 14,370 290,353 - 318,50€
Others 279,145 200,162 33,001 59,753 - 572,061
Installment contract  57,316,89¢ T T T T 57,316,89¢
receivable
Advances to relatec
parties - - - 131,510,46. 56,413,26( 187,923,72:
P 60,258,60 P 723,71¢ P 278,70¢ P 131,864,18 P 57,483,12 P 250,608,35
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4.)

Certain trade and other receivables and advances to related parties were assessed to be impaired
allowance for doubtilaunts amounting to P56,413,260 and R29,48%t December 31, 2013
and 201,2espectively, has been provided (see Notes 5 and 19).

The individually impaired receivables mainly relates to customers and affiliates which are in difficult
economic situations or have ceased commercial operations.

b) Liquidity risk

The Groupodés policy is to maintain a balance
related parties.

The following table details the Groupds r ema
accountpayable and other liabilities excluding value added tax and other taxes payable). The table
below has been drawn up based on undiscounted cash flows of financial liabilities based on earlies
on which the Group can be required to pay.

December 31023 With indefinite ~ With definite term of maturi
term of maturit  Due within More than
one year one year Total
Accounts payable and other liabilitie P - P 18,063,53 P - P 18,063,53
Advances from related parties 514,68,452 - - 514,628,45
Advances from lessees - 1,702,58: - 1,702,58:
P 514,628,45 P 19,766,11 P - P 534,394,57
December 31, 2012 With indefinite ~ With definite term of maturi
term of maturit  Due within More than
one year one year Total
Accounts payable and other liabilite P - 18,493,53! - 18,493,53!
Advances from related parties 513,643,83 - - 513,643,83
Advances from lessees - 1,633,73¢ - 1,633,73¢
P 513,643,832 P 20,127,27 P ) P533,771,10
Substantial portion of the Groupb6s financi al

does not expect to pay its liabilities to related parties within twelve (12) months after the reporting d
Furthermoreg@ances from affiliates and stockholders were settled through assignment and offsettin
among the Group.

Legal Proceedings

On October 28, 2010, PCIC subsidiaries (namely ICC, PP and KCC)ii Pweith cettaino n e r ¢
affiliates jointly filed dtipet for corpate rehabilitation before the RegionabiirtabfC/alenzuela

City( t h e by @uoharity tofSgction 1, Rule 4 of Rules and Procedure on Corporate Rehabilitatiol
order to revive PCIC subsidiaries manufacturing operatianshana itk to profitability for the
benefit of the creditors, employees and stockholders.

The Plan will be implemented over a span of five (5) years, with the Group to expect gross ir
projection of P4.214 million from 2011 to 2015, assumingatharPiediately approved. The Plan
entails the following: (a) capital restructuring; (b) debt restructuring; (c) reconditioning of machine
equipment; (d) implementation of sales plan; and (e) joint venture for the real estate conversiol
industal to commercial and residential.

ubjected to fo

The Groupbds properties we s
t Cour't of nStay

due to the issuance by
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appointment by the CourtRé@eiver and setting the initial hearing on the petition on December 14
2010 whereby all creditors, the Bank and the related party creditors, were allowed to submit
comments on the corporate rehabilitation.

On March 9, 2011, the Receiver filadianreport on the rehabilitation plan before the Court. The
related party creditors interpose no objection to the Plan. However, the creditor banks commented
dismissal of the Plan due to: (a) failure to comply, in form and substanceiresitierttse afe
Financial Rehabilitation and Insolvency Act of 2010 (FRIAjakiti)ynohthe Plan; and (c)
foreclosure rights of the creditor banks are affected. The Receiver recommended to the Petitioners
show clear blue print for the cdowesf the industrial real estate into commercial or residential zones
with specifics on cost, financial capacity of investor, time frame and potential value of the propertie
(b) show how financial projections will be attained with spet¢#digeoméskets and contributions,
products, volume and prices, cost of raw materials, labor costs, manufacturing and selling expense

On June 7, 2011, PNB filed a motion to dismiss the Plan, however, the court issued on July 27, Z
order denying thmtion to dismiss filed by PNB for being a prohibited pleading.

On August 26, 2011, the Petitioners, filed
clear blue print for the conversion of industrial real estate into commertéll zonesside
projected financial statements showing in details how the projected revenues will be attained un
Plan, within thirty (30) days from August 26, 2011 to September 25, 2011 through a revised Plan.

On August 31, 2011, a motion to digsifiged by BDO joining the previous motion to dismiss filed by
PNB.

On September 18, 2012, the Court granted t he
and gave the Petitioners sixty (60) days until November 4, 2012 wvaduhitidhe r

On September 24, 2012, the Petitioners filed a motion for partial reconsideration on the submist
revised Plan with respect to the Petitioners prayer to be allowed to enter into a formal pro
development agreement with Avida LandAC@)On the same date, ICC has fully settled its loan
with BDO, including all accrued interest.

On October 25, 2012, PNB filed its opposition on the motion for partial reconsideration. In its oppt
PNB averred that: (a) the revision of tieerfeldonger proper as it was outside the one (1) year period
provided under the FRIA and under the Rules of Corporate Rehabilitation; (b) the is no subs
likelihood for the Petitioners to be successfully rehabilitated.

On November 9, 2012, thet goanted the Petitioners motion for the partial reconsideration to subm
the revised plan and also authorized the Petitioners to enter into a formal property develor
agreement with ALC for the purpose of coming up with a concrete and quoyidite Wizinthe
development agreement will form part of the revised Plan.

On December 17, 2012, the Petitioners filed a revised Plan (which supersedes the first Plan) beft
Court. Incorporated in the revised Plan as the Memorandum of AgrgenesredMyAthe
Company and other related parties with ALC on the same date, for the development of 21.3 hect
land located in Valenzuela City into a residential clusters of condominium, townhouses, house ar
Out of the total 21.3 hectare8 hEZtares (representing 60% of the aggregate area) was owned by th
Petitioners, and around 8.47 hectares were mortgaged to PNB to secure the loan with an outst
principal balance of P594 million as at December 31, 2012. As at DecembdaiBlaRE dfthe
mortgaged properties to PNB amounted to P254.09 million. The projected future gross cash flow
the implementation of the revised plan amounted to P916.4 million over a nineteen (19) year time
based on agreed sharing scheme.

On Janary 31, 2013, the Receiver submitted its comment on the revised Plan and requested the Cs
order the parties to negotiate and explore realistic and mutually acceptable rehabilitation plan.

On February, 14, 2013, PNB filed a petition to disenvisethBéEhabilitation Plan.
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On February 19, 2013, the Court ordered the Petitioners for a fifteen (15) day period to file its co
on the motion to dismiss which was due on March 27, 2013.

On March 27, 2013, the Petitioners commented on thdismissbip PNB.

On June 28, 2013 and July18, 2013, the Petitioners and PNB meet to discuss improvement c
rehabilitation plan, before the Court issued its July 9, 2013 Order (received only in the afternoon
18, 2013) submitting to resolugokldhifestation of PNB to dismiss. On July 31, 2013, Petitioners
submitted to the rehabilitation receiver a proposed repayment plan and conditions.

On September 13, 2013, PNB filed a Motion for Conversion of Proceedings from Rehabilitati
Liguidatioaf PdtionersThe Petitioners filed its comment and opposition to the said motion on Octok
3, 2013.

On November 8, 2013, the Petitioners filed a revised rehabilitation proposal.

On January 15, 2014, a conference prior to the resolution of shHeelkkhsenaiag the Petitioners,

PNB, BDO and the rehabilitation receiver. One of the topics covered, among others, is the present
Revised Rehabilitation Proposal letter by Novateknika Land Corp. (NLC) (borrower of PNB of wh
properties by Pietiters were used to secure the loan NLC) to PNB dated December 6, 2013. T
Rehabilitation Receiver also reiterates his recommendations made in the Report dated Novemt
2013.

As at report date, the Court has not reached a decision on theonutigls. tAe@ventual outcome
of these matters cannot be determined.

MANA GE MEISOUSSSON AND ANALYRSLAN OF OPERATION

A copy of the Audited Financial Statements as of DecemB@d.3d4nd Unaudite®econdQuarterof
2014Financial Statemengse herein attached.

PLANOF OPERATION

Since th&roupceased its manufacturing operations due to, among others, high production costs |
stiff competition, the focus of its operations was shifted to labiogsisfacilities. The Greomgazied
its operations by leasing out its vacant facilities to opgerastesl Likewise, the Geconpinuously exerts
efforts to maintain its machineries and equipment with a view of inviting foreign partners with modern tect
to revive the pliastnanufacturing business and to be able to compete in local market.

In 2007 and prior yearsPgmenCo mpany 6s business of mining ar
to real estate and energy development.

On January 28, 2008, the BOD approvedritimamef ttitarenCo mpany 6s pr i mary
a holding company to a company engaged in the business of mining and oil exploration.

The purpose of the amendment of the primary purpose was essentiallyPeramablaghay to
ridethecrestaf r esurgent mining industry including oil

For its oil and mineral exploration activitiearet€ompany has identified and conducted initial
discussions with potentiaisiovsHowever, the contirg global financial crises dampened the metal and oil
prices that adversely affected the investment environment of mining and oil and mineral exploration indus
countryTheParentC o mp acorseriisBategy is to identify mining propertiggowvégh mineral deposits
particularly nickel,arhite, gold and coppavered bylineral Production Sharing Agreéviigafkand to
negotiate for either a bugyoanter into a viable pe@nture arrangement.

On December 17, 20%0bsidiaries,thvicertain affiliatest h e A P #lddia revisea anpaate)
rehabilitation plamhich supersedes the first plan filed last October [2&0p910¢ Regional Trial Court of
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Valenzuela. Incorporated on the revised Plan is MemorandumtqMXgigeneead by the Petitioners with
Avida Land Corporation (ALC) on the same date, for the development of 21.3 hectares of land loc:
Valenzuela Ciyto residential clusters of condominium, townhouses, houg®landelotfer to Item 4

Leal Proceeding#)s at report date, the Court has not reached a decision on the matters.

Projected Plan of Operations for the next 12 months:

a.) Based on current operation, t hiatermaltyfmgnany 6
continues satéremaininglastic products ineei@s and leased remddo, fidevelopment
of Subsidiariesdé |l and into residenti al c
push through,nfiling will be source fijomt venture with ALC and affileampanigs
application flwrans from banésdfinanciadupport from shareholders or officers

b.) The Group is anticipating for the result of court decision on the filedopptitete for
rehabilitation by the end of 2013 up to the followlegeyeting on the circumstambes.
Group will gradually end remaining lease contracts to prepare the land for development.

c.) TheGroup will proceed with the development of land once the court decision was releas
Since t her e étktobe doneg thenGrdopsnotekpead significant changes in
the mmber of employees. Manpwilleeoutsourakif needed

d) Whea court decision was released, constwilttimn undertaken in a joint venturLW@ith
andPhilippine Estate CorpomaPHESHN affiliate and a real estate developer.

The Top Five (5) Key Performance Indicators

The Company and its subsidiaries determine their performance on the following five (5) key performance
indicators.

1. Revenue Growitithe company gautgeperformances by determining the average rental income every
tenant is generating for the year. It is derived by dividing total rental income by total number of tene
ofyeaend

2. Receivables (Past Due Rati® company assesses the collecidigneff and credit management

performance by determining the past due ratio. It is the dividing the past due account (more the
days) over total current receivables.

Gross Profit Margthis is derived by dividing the gross profit over the regenties a

Working Capitdab meet the obligations of the company, it is measured by determining current asset:
over current obligations.

5. Advances by the Affiliates is to determine, how much are the obligations of the company of which,
the affiliatecbmpanies are the responsible in paying that liabilities.

. Jan-Jun Increase Increase
Indicator 204 (Decrease 208 (Decrease 202
Revenue (Per tenant 364,542 (34.5%) 5%,620 1.006 551,079
Past Due Ratio 0.00%0 (37.2%) 37.2% (319%%) 54.80%0

Gross Profit Ratio 54.4% 76.9% 30.760 (38.680 50.160
Working Capital Rati| 157.3% (8.020) 171.0% 57.2% 108.7%
Advances Ratio 0% 0% 0% 0% 0%
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Financial Highlights

A. Full Calendar Year

Below are the results of operations of the Parent @ahijzasiybsidiaries fenthars ending December 31,

2013, 2012 and 2011

As of December 31 ( Amt®hp'000)

201 20p 2011
Income Statement
Rental Income P 10,766 15,430 18732
Less : Total Expenses 27,970 428,64¢ 19,553
Income (Loss) from Continuing Opera; (17,208 (413,218 (822
Loss from Discontinued Operations (90,658 (23,472 (26,991
Net Loss for the Year (107,86R (436,690 (27,812
Earnings / (Loss ) Per Share (0.032p (0.1338 (0.0085
208 20p 201
Balance Sheet

Current Assets 48,921 30,001 12900
Investment properties 701,88 718,95¢ 1,389,406
Investments in a joint venture 393,183 393,187 543,509
Plant, property and equipment 90,460 177,39¢ 197,369
Installment contract receivable 19,106 38,211 T
Advances to affiliates 128,014 131,51C 128,268
Oter assets 181 181 181

Total Assets 1,381,748 1,489,44! 1,21,633
Current liabilities 28,604 27,582 94,022
Noncurrent liabilities 515087 515,942 445,001
Stockholder's equity 838,057 945,91¢ 1382,61(

TotalLiabilities & Equity 1381,74§ 1,489,44] 1,921,633
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Calemlar Year Ended December 31, 28X®mpared with Caldar Year Ended December 31, 2012

CHANGES IN RESULTS OF OPERATION

Revenues and Earnings per share

1 Total revenues for the year a0d2012are as followsl®.766M and P430M. The Group has

ceased commercial operations since 2002 and currently disposed to lease out its warehouse fa
Decrease of P4.664 or 30% is due to lease contracts terminated during the yearfdg203he sale o
sgm. of land located in PCIC compound to Avida Land Corp. as covered by the Contract To Sell
entered into by the parties last December 17, 2012. As of December 31, 2013, the Group has 8 t
occupying 19 areas compared to 17 tenantimg@&ipreas for the year ended December 31, 2012.
Earnings peshare comparisons from year 2013 anda(bRws: -P0.0329 andP0.1333
respectively.

Cost and Expenses

1
T

Total expenses as reflected on the table consist of direct cost, opersitamgl dixaene cost net of

other income for each year.

Direct cost consisted primarily of depreciation, security services, repairs and maintenance, property
and msurance. Bt cost for 2013 decreased by P0a&36dMmpared to last year due tuvari

repairs made amubreproperty taxes paid.

Operatingxpenses for 2013 increased by P0.564M due to fixed expenses incurred such as sala
property taxes, etc

See notes to the financial statements.

CHANGES IN FINANCIAL CONDITION

Current Assets:

Receivables

T

This account consists of trade receivahientamadvances to employees and reimbursable utilities
expenses from tenants of PRé&Gtal receivables are collectible monthly based on terms of the
contracfThis yeatrade receivable acdalmreased h¥8% due twarious lease contracts terminated
during the year due to land sold to ALC. The credit quality and aging of trade and other receivabl
fully disclosed in the Notes to Consolidated Financial Statements.

Installment ContraetRvable

1

This account pertains to receivable from Avida Land Corp. (ALC) in connection with the Contract
(CTS) entered by Pacific Plastic Corp. (PPC), a PCIC Subsidiary, and ALC last December 17, 2C
the sale of 25,203 sgm of land locatal@mzuela City. The land is covered by the MOA with ALC and
was classified as investment property with a carrying value of P75,609,000 which is equal to its fai
at the time of sale as determined by the recent appraisal. (see Notes toFGwmrsndtiated
Statements).

The land was sold for a total purchase price of P63,685,440 (inclusive of VAT) payable in 10%
payment, which was received in 2012, and the balance payable in three (3) equal installments fror
to 2015. PPC recognized lossleramounting to P18,747,000 in 2012. As of December 31, 2013 an
2012, current portion of installment contract receivable amounted to P38,211,264 and P19,10
respectively. Noarrent portion, which is collectible in 2015, amounted to P19,105,632.

Upon receipt by PPC of the full payment of the purchase and provided that ALC is not in violatior

terms of the CTS or upon the request of the ALC, the parties shall execute the corresponding D
Absolute Sale covering the Property salbsiardccordance with the Deed of Absolute Sale.
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Prepaid expenses and other current assets
9 This account increased®m@® or 13.26% due to recognition of creditable withholding taxes and Inpu
VAT incurred for the year. The carrying amounts difatble evghholding tax and input taxes are
reduced to the extent that they are no longer probable that sufficient income tax due and revenue
to VAT, respectively, will be available to allow all or part of the creditable withholdinip &ed input taxe
utilized. As of December 31, 2013, no provision for impairment has been recorded since manag
believes that the accounts are fully realizable.

Noncurrent Assets:

Advances to Affiliates
9 This account consists of advances made by the comaacy tioef working capital requirements of
its subsidiaries.

9 The recorddmhlance as of December 31, 2013 andn20di2ted t©128.014illiorand P131.510
million, respectively.

Investment Properties
1 This account consists of land and buildings aremiempsoheld primarily to earn rentals and for
capital appreciation and future development. The land and buildings and improvements were situ
Valenzuela, Metro Manila and Montalban, Rizal are carried as revalued amounts as determined
independ# firm of appraiseBecrease by P17.075M is due to depreciation recognized on these
properties.

Investments in a Joint Venture

9 This account consists of parcels of land contributed to a joint venture through a Joint Venture Agre
entered into in 9P between PCIC subsidigtidand Container Corporafaxlon Industrial
Corporation and Kennex Container Corporation) with Philippine Estates Corporation (PEC) as De
and PCIC subsidiaries and other affiliatdsraamers.
The developér entitled to forty percent (40%) of the net proceeds after deducting all relevant ta
marketing and administrative expenses, and the remaining sixty percent (60%) of the shall constit
owners share, divided proportionately to the areagyof@njbuted.

Property, Plant and Equipment

9 This consists mainly of land, buildings and various equipments of PCIC subsidiaries and Philfood
for the manufacture of plastic products and food processing.

91 Depreciation and amortization are corapig the straigline method over the estimated lives of
the assetSeenotes to financial statement.

i The decrease is due to the depreciation provision during the year. At present, property, plan
equipment are not subject to any liens or ancesnbr

i Total depreciationappraisal amounted to P1M4®R9.480M and P8IVG& 2013, 2012 and 2011
respectively.

9 Total depreciation charged to operating expenses amounted to P23.146M, P19.970M and P19.3
2013, 2012 and 2011, respectively.

Othe Assets

1 This consists mainly of Refundable Deposits. An amount of Pet8ddddriasyear 2013 and
2012

Current Liabilities:

Accounts Payable

i This account consists aetpayables to various suppliers of PCIC subsidiaries, deferred rental ar
Value Added Tax.
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T

The amount recorded in yeb? 20d 2012reP26.6M and P27,6Mdspectivelffhe decrease of
P1M or 3.68% is attributable to payment of advances to International Polymer Corp. (IPC) and Plas
Corp. (PCCpee Notes tuditedrirancial Statements.

Advances from Affiliates and Stockholders

T
1

This represents FAoterest bearing cash advances extended by the Affiliates and Stockholders to
Company and Subsidiaries for working capital requirements.

An icreased b§.326 wagecoded in 2018ue to the offsetting of advancesltihaan Plastic City
Corporation and other related parties.

Advances from Lessee

T

Lease contracts include payment of advance rental by the lessee which shall be refunded without
on the expiratiohthe lease or ge¥mination of the lease period, less any corresponding obligation
and damages. An increase by 4% pertains to advance rental on the new and renewal of lease cont

Undertaking

Wellex Industries, Inc., as registraiit,provide he stockholders a copy of SEC FormAliree of
charge. Any writterequest for a copy of SEC ForrmAlshall be addressed to the Office of the
Corporate Secretary &/ELLEX INDUSTRIESC. 35" Floor, One Corporate Cenbarfa Julia
Vargas Ave., cordvilco AveOrtigas Center, Pasig City. Philippines

Calemlar Year Ended December 31, 28X®dmpared with Caltar Year Ended December 31, 2011

CHANGES IN RESULTS OF OPERATION

Revenues and Earnings per share

T

Total revenues for the year 2012 andr20d4 followsl.43M and P18.78R $nce Plastic City
Industrial Corporation ceased its operation2 0 0 2 , t h @n it€ manketang sirédtegyy i to ¢ U <
lease out its warehouse facilities. The lease term ranges from three (3) montbartoatthiee (3) y
renewable under such ¢esmd conditions as the parties may agree, provided that at least ninety (9
days prior to the expiration of the lease period, the lessee shall inform the lessor in writing of his d
renew the lease.

Earnings peshare comparisons from year 2012 and 201lwss-A0Ib333and -P0.@85
respectively.

Cost and Expenses

1

= =

Total expenses as reflected on the table consist of direct cost, operating expenses and finance cos
other income for each year.

Direct c&t consisted primarily of Depreciation, Security Services, Repairs and Maintenance, Pro
Taxes and Insurancee®icost for 2012 decreased Wya&icompared to last year due to various
repairs made anmbreproperty taxes paid.

Operating«penses f@012 decreased by.4

Finance cost for 2012 decrelag&t¥o due to decreased on current market interest rate charged on
borrowings.

See notes to the financial statements.

36



CHANGES IN FINANCIAL CONDITION
Current Assets:

Receivables
I This account cdists of trade receivable from customers of Plastic City Industrial Corporatic
subsidiaries and related parties. Thishgettade receivable accoentdsed b¥3% due tahe
uncollected warehouse rental of PCIC subsltiari@soup Receivablesecanostly from Concept
Moulding Corporation and Genwire Manufacturing Corporation

Installment Contract Receivable
1 On December 17, 2012, PCIC subsidiaries and related parties, Pacific Plastic Corp. (PPC), |
Container Corp. (ICC), Kennex Contaipe(K&), MPC Plastic Corp. (MPC), Westland Pacific
Properties Corp. (WPPC) , I nternational Pol y
Landowner so) , entered into a Memorandum of
developant of 167,959 sg. meters of land located in T. Santiago St., Canumay, Valenzuela City,
residential projects based on a Master Plan determined by ALC.

Under MOA, the Landowners shall cede, transfer and convey the property including all its righ
interest on the property. The Landowner shall execute the Deed of conveyance for the entire or
portions of property and transfer to ALC full vacant physical possession, free and clear of in
settlers, occupants and encumbrances asegaybd in accordance with the development schedule
of ALC.

In accordance for the conveyance by the Landowners of the property, the parties shall mutually ac
the value for each portion of the property.

On the same date, PPC entered intacCon8all (CTS) with ALC, for the sale of 25,203 sq. meters of
land located in Valenzuela City. The land is covered by the MOA with ALC and was classifit
investment property with a fair value of P75,609,000 at the time of sale as deteweimed by the
appraisal.

The land was sold for a total purchase price of P56,862,000 (exclusive of VAT) payable in 10%
payment and with the balance payable in three (3) equal installments from 2013 to 2015. PPC recc
loss on sale amounting to P1,00@ in 2002.

Details of installment contract receivable as at December 31, 2012 are as follows:

Current

Due after 1 year P 19,105,632

Noncurrent

Due on the second year 19,105,632

Due on the third year 19,105,632
38211,264
57,316,896

Upon receipt by PPC of the full payment of the purchase and provided that ALC is not in violatior
terms of the CTS or upon the request of the ALC, the parties shall execute the corresponding D
Absolute Sat®vering the Property susbstantially in accordance with the Deed of Absolute Sale.

Prepaid expenses and other current assets
9 This account increased @@B¥B1this year or 16% due to recognition of creditable withholding taxes
and Input VAT incurrechioyear.
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Noncurrent Assets:

Advances to Affiliates
9 This account consists of advances made by the company to finance the working capital requirem
its subsidiaries.
9 The recorded balance as of December 31, 2012 and 2011 @&i8ufé¢@niiorand P128.268
million, respectively.

Investment Properties
9 This account consists of land and buildings and improvements held primarily to earn rentals a
capital appreciation and future development. The land and buildings and improvetaénis were situ
Valenzuela, Metro Manila and Montalban, Rizal are carried as revalued amounts as determined
independent firm of appraisers.
1 A decreased B320.447M the ammt of the Properties is due to:

U Sale of the 25,203 sqg. meter of land withlagfaif P&5.609M located in Valenzuela City by
Pacific Plastic Corp. to Avida Land Corp. covered by Contract to Sell.

U Recognition of impairment loss for 2012 on remaining properties amounting to P241.103M
fair value of land is determined using tbe datakapproach, in which the value of land is
based on sales, listings and other market data of the comparable properties registered with
vicinity where the land is located.

U Depreciation of properties amounting to P3.735M for 2012.

Investments &nJoint Venture

9 This account consists of parcels of land contributed to a joint venture through a Joint Venture Agre
entered into in 1997 between PCIC subsitiitaies Container Corporaf@mxlon Industrial
Corporation and Kennex Containeralion) with Philippine Estates Corporation (PEC) as Developer
and PCIC subsidiaries and other affiliatdsraomers.
The developer is entitled to forty percent (40%) of the net proceeds after deducting all relevant
marketing and admiatste expenses, and the remaining sixty percent (60%) of the shall constitute 1
owners share, divided proportionately to the areas of property contributed.

T The Companydés | and is carried at cost,orl ess
28% for 2012 is due to the recognition of impairment loss based on the recent appraisal of the pi
conducted by an independent firm of appraisers on December 15, 2012.

Property, Plant and Equipment

1 This consists mainly of land, buildingsiand gquipments of PCIC subsidiaries and Philfoods used
for the manufacture of plastic products and food processing.

1 Depreciation and amortization are computed using thiknstnaigtitod over the estimated lives of
the assetSeenotes to financithtement.

I The decrease is due to the depreciation provision during the year. At present, property, plan
equipment are not subject to any liens or encumbrances.

T On April 8 20009, the PCIC subsidiaribgand Bui
independent firm of appraisers.

9 Total depreciationappraisal amounted to P84&@B.702M and P20.239M in 2012, 2011 and 2010
respectively.

9 Total depreciation charged to operating expenses amounted to P19.970M, P19.343M and P32.8
2012, 2014nd 2010, respectively.

Other Assets
1 This consists mainly of Refundable Deposits. An amount of P0.181M was recorded in year 201
2011.
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Current Liabilities:
Notes Payable
9 This account represents restructured loans obtained from Banco DebyOthe(BDaup with
outstanding balance of P47,365,872 as at December Jlerpfiilreal properties owned by
subsidiaries were held as collateral under this loan. In 2012, the outstanding loan from BDO was p
the related mortgaged propertieseleased.
1 The total finance cost charged to operations amé4h8&M to 2012 and P3.79M in 2011. See
notes téuditedrinancial Statement.

Accounts Payable

9 This account consists afetpayables to various suppliers of PCIC subsidiariepayateleon
restructured loans, deferred rental and Value Added Tax.

9 The amount recorded in year 2012 and 2D2Y.6M and P46,6idspectivelfhe decrease of
P19M or 41% is attributable on payments of interest on restructured loans andapagsnént of ad
International Polymer Corp. (IPC) and Plastic City CorpS@@@tes tduditedFinancial
Statements.

Advances from Affiliates and Stockholders
9 This represents Anterest bearing cash advances extended by the Affiliates ands $Stottidnolder
Company and Subsidiaries for working capital requirements.
1 An icreased by ®6 were recorded in 2012 due to the offsetting of advahdesrtdPéastic City
Corporation and other related parties.

(i) Summary of Material Trends, Events aceftdinties

Philfoods Incorporated

Philfoods started commercial operation in 2000, suspended it in 2002. Management is looking for |
partners to operate its facilities. The equity method of accounting for this investment was discontin
losses having exceeded the cost of investment. In 2003, Philfoods also reviewed the recoverabilit
property, plant and equipment and recognized in its statement of operations, an impairment loss amol
P 13.9M; which was included in the ededdictuntated impairment loss of P3M {22012

Plastic City Industrial Corporation and its Subsidiaries

PCIC and its subsidiaries have CEASED operations but have leased out their warehouse facilitie
intention of the Group is to continoepitsr at i ons by focusing on @il
encouraging prospect and which was shown to have a high viability rating that will contribute highly
the Groupds maxi mum operati ons asarchof reliable gpinta |
venture partners who have means to continue its operations.

On October 28, 2010, PCIC subsidiaries (namely ICC, PPC and KCC) with certain affiliates jointly
petition for corporate rehabilitation in order to reviuéaitturiray operations. Details of the rehabilitation
were fully disclosed in the notes to financial statement.

(i) Events that will Trigger Direct of Contingent Financial Obligation
Since the Plastic City Industrial Corporation and Philfoods IncéB&tad cofhmercial operation
there are no events that will trigger direct of contingent financial obligation that is material to Wellex Ir
Inc. including any default or acceleration of an obligation.
(Please see the notes in Audited ConsolidaielFstatements.)

(i) Material OBalance Sheet Transactions, Arrangements, Obligations

There are no materiatbafance sheet transactions, arrangements, obligations (including continge
obligations), and other relationships of Wellexslhuuswi¢h unconsolidated entities or other persons
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created during the reporting period. The present activity of the company is focused on reorgani:
operations in preparation for its new businesses.

(iv) Commitment For Capital Expenditures
Sincethe Plastic City Industrial Corporation and Philfoods Incorporated CEASED in commercial ope
there are no commitreentmajor capital expenditures.

(v) Any Known Trends, Events of Uncertainties (Material Impact on Net Sales / Net Income)
SincePlastic City Industrial Corporation and Philfoods Incorporated CEASED in commercial operation
disposed to lease out its warehouse fatiétiesvas material impact on the sales and net income of the
Group

Rental Income for the year 2013 enhpa2012 was decreased by 30% ateastein the number of
tenants in the warehouses of Plastic City caangloi@nchination of various lease contracts with tenants
resulted from the sale of certain parcels of land to Avida Land Corp. (ALZ)ofstes W2 to
Audited Consolidated Financial Statements for full disclosure of MOA between ALC and PCIC subsi
As of December 31, 2@i8e are 1lRessees occupying the warehouses, shipyards, open spaces and
extensions inside the Pl&tipremises as compared to 28 lessees for 2012

Current ratio (current assets over current liabilities) as of December 31, 2013 was 171% with current ¢

P48. 9M over P28.6M current |liabilitinadalancE he C
between continuity of funding through cash advances from Parent Company and affiliates. Payment o
|l iabilities such as government taxes, empl oye

advances. The Group doe&xymct to pay its liabilities to related parties within twelve months after tt
reporting date. Furthermore, advances from affiliates and stockholders were settled through assignmr
offsetting among the Group.

(vi) Significant Element of Incomkass That Did Not Arise From Continuing Operation
Philfoods Asia, Inc., ceased its operations in 2002. PCIC and subsidiaries ceased manufacturing oper
2001 and prior years and leased out their warehouse/ building facilities. The Qurany o$ tioe
continue its operation by focusing on activi
prospects and which have shown to have a high viability rating that will contribute highly towar
CompanyO6s ma x ifimnocial pasion.r at i on and
But the company is now more focus on leasing its warehouses.

B. Interim Period asf Quarter Ended Ju§ 2014

Below are the results of operations of the Parent Company ancegassabtheifpuarter ended Bihe
2014ogetlr with its financial conditions as of the same period.

Jan.d Jun. 30(Amts.in Php'00)
204 2013
IncomeStatenent
Rendl Inone 6,926 5,003
Costs and Expenses 5,211 5,803
GrossProfit 1,715 (800)
Less: Income Tax Expense (24 (21
Net Income (Loss) From Continuing Operations 1,691 (821
LossFromDiscontinugdpeations (8,405 (19,829
Netl ossfor the period (6.714 (20.643B
Eamnirgs/ (Loss) PerShare (P0.001¢ (P0.005H
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2014 2013
Balance Sheet

Current Assets 50,746 29,281
Advanceto Affiliaes 126,099 124,77
Investment Properties 700,345 716,76
Investmentina JointVenture 393,183 393,18
Plant Property andEquipment 85,007 161,07
Installment contract receivatgacurrent 19,105 38,211
OtheAssets 181 181

Tol Assets 1,374,66¢ 1463,470
Curent Liabilities 32,258 43,827
NonCurent Liabilities 511,065 494,367
Stockolcer's Equity 831,343 925,276

Totl Liahilities & Equity 1,374,66¢ 1463,470

Quarter rded June 30, 2044 comparewith quarter ended June, 2013

CHANGES IN RESULTS OF OPERATION
Revenues and Earnings per share

As of the garter eding June30, 2014, thearpaly has ceased commerciad productiomndis
dismpsedto lease out its warehosge facilitiesT otal revente recordedfor the secondyarterof 2014
amoured to P6.9nllion as compared to the same quarter of 2013 amounting tooPanniitiiwease of
P1.9 million or 38%.
Pacific Plastic Corp., a Plastic City Industrial Corp. (PCIC) subsidiary, entered into a Contract t
(CTS) with Avida Land Corp. last December 17, 2012, for the sale of its 25,203 sq. meters of land loc
PCIC compound. Consequently, rentactsontrith tenants/lessees on such areas were pre
terminated/terminated as of December 31, 2012 which contributed also to the decrease on the rental inc
the second quarter of 2014.
Earnings per share comparison for the quarter ended Junang802@D3d 4re (P0.0018) and
(P0.0055), respectively.
As of June 30, 2014, there are ten (11) companies leasing inside the PCIC compound occupying ninete
areas.

Cost and Expenses

Cost andExpenses forthesecondjuartenf 2014 anountedo P5.2 million. Thenmountwas
recordd andmainlyattrbutatte to e follawing:

1. Direct cost consists of depreciation expense, repairs and maintenance, security services and prope
taxes. Total direct cost recorded for the second quarter of 2014 agdomiexhtas_compared to
P3.8 million of 2013 or a decrease of P0.60 million or 16% due to lesser repairs maid as of the qua

2. Securitysavicesaccant recordefbrthe secondjuaterof 2014moutedto P1.6mllion, same
amount as last year.
3. Taxesnd icerses degeasedby P68,352 or 19% for the second quarter of 2014 compared to the

same quarter of 2013 due to lesser property taxes paid during the quarter.
4, TotalCommisson expanse recordedorthe quarteendedJune30, 2014 was P256,602.
Corolaryto rentalinmme,a 35% commissionis given to agentsshowereableto dose a leaing
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agreenent. With this inceftive, the companyis expecting reral inammeto go on an upswingmove for
thenext fewmonis.

Somecost redictionmeasuies wereimplenmentedwhich somehowoftertheimpact of theincreses
enumertad alove.

CHANGES IN FINANCIAL CONDITION
Furtheridausson ofaccountsofwhichregsteredan increased or dcreasd bys5%ormae fdloas:

Accouts Receivable. Trade receivables includetal receivables amounting to P2,086,389 and
P1,618,427 for the quarters ended June 30, 2014 endr2@i3ease of P467,962 or 29%. This is due to
increase in rates of rental and increase on the number of tenants for the quarter. Reretalaltesibbbles
monthly based on terms of the contract.

Other receivables include advances to employees and reimbursable utilities expenses from PCIC sub
tenants. The credit quality and aging of trade and other receivables are fulhndiséldsedder™Note 25 of
Notes to Consolidated Financial Statements.

Installment _contract receivailis. account pertains to receivable from Avida Land Corp. (ALC) ir
connection with the Contract to Sell (CTS) entered by Pacific Plastic @& @PSigiary, and ALC last
December 17, 2012, for the sale of 25,203 sqm of land located in Valenzuela City. The land is covered by
with ALC and was classified as investment property with a carrying value of P75,609,000 which is equal
value at the time of sale as determined by the recent appraisal (see Annex A.5 under Note 7 and 22 of
Consolidated Financial Statements for full disclosure).

The land was sold for a total purchase price of P63,685,440 (inclusive oh\VIAY) payableayment, which

was received in 2012, and the balance payable in three (3) equal installments from 2013 to 2015. PPC re
loss on sale amounting to P18,747,000 in 2012. As at June 30, 2014 and 2013, current portion of ins
contracteceivable amounted to P38,211,264 and P19,105,632, respectively. As at June 30, 2014, pro
covered by MOA has not been transferred to ALC pending the resolution of corporate rehabilitation file
Group. Accordingly, no payment has beey laGeoh the second instaliment.

Prepaidexpanse andthercurrent ases. Thisaccount icreasedby P934,435 or 13% dueestmgnition
of creditable withholding taxes and input VAT incurred for the quarter.

The carrying amounts of the creditablaedinghtaod and input taxes are reduced to the extent that they are r
longer probable that sufficient income tax due and revenue subject to VAT, respectively, will be available to
part of the creditable withholding and input taxes ta be utilized

As at June 30, 2014 and 2013, respectively, no provision for impairment has been recorded since ma
believes that the accounts are fully realizable.

Advarces to Related Partiéds increased by 1% was catsed bythe reogrition of additionalaed
reeivaldes. The Group, in the normal course of business, has transactions with related parties. Receivable
related parties with common key management are normally collected the following yeamtensstcured, nor
bearing and with no guarantesnsactions within the quarter arise from paying operating expenses on behal
related parties.

Propertyplait andequpment Thesearecansists manly of land buldingsand varias equpnentsof
PACsulsidiares and Pil foadsused for e maufacturingof gasticprodictsand foogbrocessing.

The Groupds machinery and equi pment were reval.l
valuation was determined by referencdmdrketdatear k e |
or direct sales comparison approach. The revaluation of machinery and equipment resulted to reco
previously recognized impairment loss of P33,659,547 in 2009.
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In 2013, the management assessed that the fair value of machingnesrarid bguower than its cost
based on physical condition, economic performance of the assets when put into use and current mark
based on recoverable amount or offered sales prices to interested buyers. Decline in the cost of machine
egupment amounted P63,790,634. Decrease in book value was due to depreciation recorded for the
amounting to P6,992,052.

Accouts Payable. Thisaccountaisists of trade payable to varias supdiers of PAC sutsidiares,
VAT payable and other taxesbjiydeferred rental and other payaiesnt recorded as of June 30,
2014 and 2013 were P30.2M and P43.8M, respBaivehse is mainly due to payment of the
companyo6s payable and advances fr omndathefdurentat es
liabilities, which are expected to be settled within the next twelve months from reporting period, is a rea:s
approximation of its fair value.

Advarces fom Afflaes andStockholdersAcaourt. A total amaint of B10Mwere recored for the
secondjuarteof 204 as compared to P492M for the second quarter of 2013, or an increase of P18M or
due to additional advances during the quarter.

In prior years, the Group obtained unguaranteedrdeckstobearing cash advances fiated rparties

intended to finance its operating expenses, capital expenditures and payment of outstanding obligatior
Group has not made any arrangement for the terms, security and guarantee on the advances as the sub:s
has ceased its manuf@tuoperations. The advances are payable in cash upon settlement depending on
availability of funds. The Group, however, looks into possibility of offsetting arrangements to settle the obilig

The Group obtains4rgarest bearing advancesdtockholders and key officers for working capital purposes.
These advances have no guarantee and definite terms of repayment period. Payment will depend ¢
availability of funds. This amount are payable in cash upon settlement.

Advarces from lessee Amountrecorded fathe garters ended June 30, 2014 andi2B2B1 and
P1.7M, respectively or an increase of P0O.3Miwe i@%ew lease contracts signed up for the quarter.

The Group entered into lease contracts with various tenants fortthe eent&dbofo up 6 s war e h o
facilities. The lease term ranges from three (3) months to three (3) years and is renewable under such te
conditions as the parties may agree, provided that at least ninety (90) days prior to thdleagaration of tf
period, the lessee shall inform the lessor in writing of his desire to renew the lease.

Lease contracts include payment of advance rental by the lessee which shall be refunded without intere:
expiration of the lease otggmination of tlease period, less any corresponding obligation and damages.

Undertaking

A copy of SeconQuarter Repbfor theperiod ended Jurig) 2014r SEC Form 3 will be made
available during the Annual Stockholdersdé Meet:i
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MARKET INFORMAMNI

The principal market of Wellex Industries Inc. common equity is the Philippine Stock Exchange, Inc. (PSE
it was listed in 1958.Here are list of the high and low sales price thedaarter years

i CLASS A i

High Low

204

First Quarter 0.193 0.187

Second Quarter 0.188 0.188
2013

First Quante 0.270 0.260

Second Quarter 0.240 0.235

Third Quarter 0.224 0.224

Fourth Quarter 0.195 0.195
2012

First Quarter 0.430 0.400

Second Quarter 0.360 0.335

Third Quarter 0.335 0.320

Fourh Quarter 0.300 0.290
2011

First Quarter 0.090 0.060

Second Quarter 0.610 0.560

Third Quarter 0.100 0.094

Fourth Quarter 0.290 0.088

The price informati@ of June 27, 20(dtest practical tiregl date) was closed at df@3@or Class A, the
only security traded by the Compartlyesmdre 1,0h6lders.

HOLDERS

The numbief shareholders as of BM&014wasl,016 Common sharesusd andubscribedsaof June
30 2014vere3,271,97.380
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WELLEX INDURIES INCORPORATED AND SUBSIDIARIES
List of Top 20 Stockholders of Record

June3Q 2014

STOCKHOLDER'S NAME NATIONALITY SUBSCRBED TOﬁ'iRngINTST]N;;A\ENgIT\G

1 PCD NOMINEE CORP. HFLIPINO 912,317,197.0 27883
2 WILLIAM T. GATCHALIAN FILIPINO 835,000,10m 25.520
3 DEE HUAT. GAICHALIAN HLIPINO 492,9%62532.00 15066
4 SHERWINT. GATCHALIAN HLIPINO 317,750100.00 9.711
5 SHNJI KOBAYASHI HLIPINO 210,650000.00 6.438
6 ELMIRAA TING FILIPINO 111,850,000.01 3.418
7 KENNETH T. GATCHALIAN FILIPINO 100,000100.00 3.066
8 THE VELLEX QROUP, INC FILIPINO 80000,00000 2.445
9 RECOVERY DEVELOPMVENT CGRPORATION FILIPINO 52,335,09000 1.600
10 | PACIFIC REHOUSERPORATION FILIPINO 50,000,000.0 1.528
11 | PCDNOMINEE CORPORATION(NON-FLIPINO) | OTHERS 42,957,000.0 1313
12 | ORIENT PACIFIC CORPORATION FILIPINO 36,340,000.0 1.111
13 | U CHHHU FILIPINO 13,500,000.0 0.413
14 | WELLEXGLOBAL EQUITIES, INC FILIPINO 4,060000.00 0.124
15 | INTERNATIONA. POLYMER CORP. FILIPINO 2,700000.00 0.083
16 | RODOLFOS. ETRELLADO FILIPINO 750,00000 0.a23
17 | PROBITY SEC MG. CORP. FILIPINO 463,20000 0.014
18 | RICHARD L. RICARDO FILIPINO 460,000.0 0.014
19 | REGINA CAPITAEVELOPMENT FILIPINO 300,00000 0.009
20 | DAVID GO SECURITIES CORP. FILIPINO 215,96@0 0.007

CASH AND STOCK DIVIDEND DECLARED

No cash or stockidendas been declared in 2013, 2012 and 2011

None.

RECENT SALES OF UNREGISTERED SECURITIES

Not Applicable.
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DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANTS

Directors and Executive Officers

Names, ages, citizenship and position and office of aindirextargive officers:

Name Position Age | Citizenshig
1.| Rogelio D. Garcia Chairman 73 Filipino
2.| Kenneth T. Gatchalian | President/CEO 38 | Filipino
3.| Elvira A. Ting Vice President 53 Filipino
4.| Richard L. Ricardo Treasurer 51 Filipino
5.| William TGatchalian Director 65 | Filipino
6.| Lamberto B. Mercado Jr.| Director 49 Filipino
7.| Abelardo G. Palad Jr. Independent Director 72 Filipino
8.| Byoung Hyun Suh Independent Director 56 Korean
9.| Miguel B. Varela Independent Director 72 Filipino
10.| OmaM. Guinomla Director 42 Filipino
11.| Antonio A. Henson Nominee (Regular Dire 73 Filipino
A brief description of the directorsd and

reporting companies are provideaasfoll

Name

Corporation

Position

Rogelio D. Garcia

Chairman of the Board/Directg
Filipino

73years old

Bachelor of Laws (LLB)
University of the Philippines 1

Present:

Wellex Industries, Inc.

Forum Pacific, Inc.

Metro Alliance & Holdings Equities

Previous:
ConyBio Philippines, Inc.
NIR Placement Center, Inc.

Chairman since 2005
Director since 2004
Directorisce 2003

CEO 1997000
Executive Consultant 12930

Name

Corporation

Position

Kenneth T. Gatchalian

Pregdent/Director

Filipino

38years old

B.S. in Architecture
University of Texas, US

Present:

Wellex Industries, Inc.
The Wellex Group, Inc.
Forum Pacific, Inc.

Waterfront Philippines Incorporate

Previous:
Philippine Estates Corporation

Metro Alliance Holdings & Equities
Express Savings Bank Incorporate
Mabuhay Vinyl C‘gfporation

President since Sept. 2012
Director since 2002
Treasurer since 2&pt. 2012
Director since 2002

VP for Special Rx@p 2011
Director since 2002
Treasurer since 2010

Vice Chairman since 2001

President/CEO 2&2@ 1
EVP & COO 26R010
Director 20D 11
Director/Treasurer 20009
Director 2062009
Director 2062304

execu



Name Corporation Position
Elvira A. Ting Present:
Vice President/Dipgct Wellex Industries, Inc. Vice President/Director since 1
Filipino Philippine Estates Corporation President/CEO 194710
53year old President/CEO Sept. 2q&rgsent

BSBA major in Management
Phil. School of Business
Administration

Waterfront Philippines, Inc.
Forum Pacific Inc.

Acesite (Hotels) Phils., Inc.
Orient Pacific Corporation

Crisanta Rég Development Corp.
Recovery Development Corp.
The Wellex Group, Inc.

Plastic City Industrial

Previous:
PCI Bank
Express Savings Bank

Air Philippines Corporation

Treasurer/Director aig€01
Director since 1996
Vice Chairman/Director since 20
Chairman/President/Director
since 2010
Chairman/President/Director 20
Vice President/Director 2011
Treasurer/Director 2011
Director since 1991

Director 198991
Director 199809
Chairman 192909
Treasurer/Director 19999

Name

Corporation

Position

Richard L. Ricardo
Treasurer/Director

Filipino

51years old

B.S. in Management Economi
Ateneo De Manila University

Present:
Wellex Indussidnc.

Waterfront Phils., Inc.

Acesite (Phils.) Hotel Corp.

Treasurer since Sept. 2012
Director since 2010

Corporate Affairs Officer since 2
Compliance Officer
VicePresident for Corporate Aff
Compliance Officer

Name

Corporation

Position

William T. Gatchalian
Director

Filipino

65years old

B.S. in Business Management

University of the East

Present:

Wellex Industries, Inc.
The Wellex Group, Inc.
Philippin&state Corp.

Director since 1999
Chairman and President
Director
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Name

Corporation

Position

Atty. Lamberto A. Mercado Jr.

Director

Filipino

49years old

Bachelor of Laws (L.L.B.)
Ateneo de Manila University
School of Laws LawyE991

Present:

Wellex Industrjésc.
MAHEC and CPDSI
AHI, FEZ and ZDI
Forum Pacifimc.
Waterfront Phil., Inc.

Previous:
Subic Bay Metropolitan Authority

Director since 2005
Direatr since 2003

Director since 2004
Director since 1998
Director since 1999

Deputy Administrator for
Administration 198§

Name

Corporation

Position

Engr. Abelardo G. Palad, Jr.
Independent Director
Filipino

72years old

Geodetic Engineer

Present:

Wellex Industries, Inc.

Palm Core Realty & Devt. Inc.
Northern Plains A¢rdustrial Corp

Waste Integrated Network Syste
Inc. (WINS)

Independent Director siure=2011*
President/CEO since 2002
President/CEO since 2004

President/CEO since 2006

Name

Corpation

Position

Byoung Hyun Suh

Independent Director

Korean

56years old

B.S. in Business Administratiof
Korea University, Seoul Koreg

Present:
Forum Pacific, Inc.

Pan Islands, Inc.
National Unification Advisory Co
Southeast Asia ChapterO.K

Independent Director since Jodig

President since Feb.1995
President since July 2009

*The Company exclude previous tesasved by existing independent directors in the application of the term limits per SEC

Memorandum CirculaKo. 9, Series of 2011 effective January 2, 2012. Mr. Palad and Mr. Suh will be serviribyibairad
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Name Corporation Position

Atty. Miguel B. Varela Present:

Independent Director Wellex Industries, Inc. Independent Director since*200

Filipino Megaworld Corporation Independent Director/Vice Chai

72years old 2006 present

Liberal Arts Emperador, Inc. Independeitirector since 2D
San Beda College Global Estates Resorts, Inc. Independent Director since 201

Bachelor of Law
Ateneo de Manila University

*The Company exclude previous tegasred by existing independent directors in the application of the ianits lper SEC
Memorandum Circular No. 9, Series of 2011 effective January 2, 2012. Mr. Varela will be servif?g/dwia?, independent

RANBOG2NI 6KSy St SOGSR 2y {SLIWSYOSNI b wnanmn 2y GKS 1 yydzd t

Name Corporation Position

Omar Guinomla Present:
Director Wellex Industries, Inc. Director since 2010
Filipino Recovery Real Estate Corp. Chairman and President
42years old Pacific Rehouse Corp. Vice President
A.B. Management Orient Pacific Corp. Assistant Corporate Secretary

De La Salle Univesity Recovery Development Corp. | Assistant Corporate Secretary
Masters in Business Administration

Ateneo de Manila University

Name Corporation Position
Mr. Antonio A. Henson Present:
Filipino Wellex Industrjdac. Director since November 12, 2013
73years old Philippine Estates Corporation | Chairman of the Board
Certified Public Accountant | Highlands Prime, Inc. Director since Jan. 1, 2002, President u
B.S. in Commerce Philex Mining Corp. Directosince June 26, 2007

De La Salle University BDO Leasing and Finance, Inc. | Advisor since Oct. 31, 2012
Master in Business Administl Nationwide Development Corp. | Treasurer; General Managerl®®RY
University of Chicago, US/
Adrances Management Prog Previous:
Harvard University, USA |Republic Glass Holdings Corp. |Independent Director from Dee20(013
BDO Leasing and Finance, Inc. |Director from Jul2003ct2012
SM Investments Corp. Director 199805; Presdt 1992004
Clark International Airport Chairman 199495
Clark Development Corporation |President & CEO 19935
Sycip, Gorres, Velayo & Co. (SG\ Partner from 196886
Department of Trade & Industry | Undersecretary from 10881

49



Name Corporation Position

Atty. Mariel L. Francisco Present:

Corporate Secretary Wellex Industries, Inc. Corporate Secretary

Filipino Forum Pacific, Inc. Assistant Corporate Secretary
32years old

Bachelor of Laws
Arellano University

COMPLIANCE WITH LEADING PRACTICES ON CORPORATE GOVERNANCE

(@ Companyds Coimmdndadto monitorf tHe icampliance to all concerned the provision:
and requirements of the Manual on Corporate Governance, facilitate the monitoringg The Comy
Of ficer has established the ACorporate Gover
the level of compliance of the Corporation with the Amended Manual on Corporate Governance (M

(b) Wellex Industries believes that its Amended M@ouabi@te Governance is in line with the leading
practices and principles on good governance, and as such, is in full compliance.

(¢ There were minor deviations from the Corpor e
due mainly to recerdradies and business development plans.

(d) Wellex Industries Inc. will improve its Amended Manual on Corporate Governance when appropric
warranted, in the Board of Directorsod best
agency such dwtSEC requires the inclusion of a specific provision.

(e) A new set of Corporate Governance Report was filed with the Securities and Exchamige Commiss
June 28, 2013.
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Financial Statements for the Years
EndedDecembedl, 2013 and 2012

And Independent Auditors' Report
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WELLEX INDUSTRIES, INC.

L ISTED IN THE PHILIPPINE STOCK EXCHANGE

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of WELLEX INDUSTRIES, INC. is responsible for the preparation and fair presentation of the
consolidated financial statements for the years ended December 31. 2013 and 2012, including the additional
components attached therein, in accordance with the prescri_bcd financial reporting framework indicated therein. This
responsibility inciudes designing and impiementing iniernal controls relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error, selecting and applying
appropriate accounting policies, and making accounting estimates that are reasonable in the circumstances.

The Board of Directors reviews and approves the financial statements and submits the same to the stockholders.

Diaz Murillo Dalupan and Company. the independent auditors, appointed by the stockholders has examined the
financial statements of the Company in accordance with Philippine Standards on Auditing, and in its report t0 the
members or. haﬂgr/ejsed its opinion on the fairness of presentation upon completion of such examination.

A
FTET

__ROGELIO D. GARCIA
=~ Chairmgn of the Board

e

KNETHT. GATCHALIAN

RICHARD L.RICARDO
Corporate Treasurer

$1'BSCRIBED AND SWORN to before me in = e

City/Province. Philippines on
aifiants personally appeared before me and exhibited to me their

Name Tax identification Number
T ROGELIO D. GARCIA 138-688-978
3 KENNETH T. GATCHALIAN 167-406-326
. RICHARD L. RICARDO 140-837-860

WITNESS MY HAND AND SEAL on the date and at the place above written.

~—-

NOTARY PUBLIC FOR _

HOC N ? 7 ; Notarial Commission No. N
PAGE NG Y - Commission expires on December 31.
BOOK NO: ' Roll of Attorney Number )
SERIES OF _“HI% PTR No.
IBP No.
Office Address:

35th FIr. One Corporate Center Dofta Julia Vargas Avenue corner Meralco Ave., Ortigas Center, Pasig City, Phils. 1605
Tel. No. (632) 706-7888 * Fax No. (632) 706-5982
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Diaz Murillo Dalupan
and Company
Certified Public Accountants

Independent Auditors’ Report

To the Board of Directors and Stockholders of

WELLEX INDUSTRIES, INCORPORATED AND SUBSIDIARIES
22" Floor, Citibank Tower, 8741 Paseo de Roxas,

Makati City

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Wellex Industries, Incorporated
and Subsidiaries, which comprise the consolidated statements of financial position as at December 31, 2013
and 2012, and the consolidated statements of comprehensive income, consolidated statements of changes in
equity and consolidated statements of cash flows for each of the three years in the period ended December 31,
2013, and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with the Philippine Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with Philippine Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s 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 control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

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

Local in Touch, Global in Reach

Tth & 8th Floor, Don Jacinto Building, Dela Rosa corer Salcedo Sts., Legaspi Village, Makati City 1200 Philippines / Telephone: +63(2) 894 5892 to 95 / Fax: +63(2) 818 1872 / Website: www.dmdepa.c
Cebu Branch Office:  Unit 504 Cebu Holdings Building, Cebu Business Park, Mabolo, Cebu City 6000 Phone: +63(32) 415 8108 t0 10 Fax: +63(32) 232 8029
Davao Branch Office: 3rd Floor Building B Plaza De Luisa, Ramon Magsaysay Ave., Davao City 8000 Phone/Fax: +63(82) 222 6636

an independent member of International. A worldwide organization of accounting firms and business adviser.



Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Wellex Industries, Incorporated and Subsidiaries as at December 31, 2013 and 2012, and its
financial performance and its cash flows for each of the three years in the period ended December 31, 2013 in
accordance with Philippine Financial Reporting Standards.

Emphasis of Matter

We draw attention to Note 1 of the consolidated financial statements which indicate that the Group had been
incurring losses in current and prior years and had accumulated a deficit of about P2.46 billion and £2.35
billion as at December 31, 2013 and 2012, respectively. These factors, along with the matters discussed in
Note 1 of the consolidated financial statements, may cast significant doubt about the Group’s ability to
continue as a going concern. The Group has developed business plans for the rehabilitation of the subsidiaries
operation, which include among others, development of its properties into residential condominiums,
townhouses, and house and lots, as disclosed in Note 1 to the consolidated financial statements. We have
performed audit procedures to evaluate management’s plan for future action as to their likelihood to improve
the situation under the circumstances. Our opinion is not qualified with respect to these matters.

Diaz Murillo Dalupan and Company

Tax Identification No. 003-294-822

BOA/PRC No. 0234, effective until December 31, 2014

SEC Accreditation No. 0192-FR-1, Group A, effective until March 24, 2016
BIR Accreditation No. 08-001911-0-2013, effective until April 1, 2016

By:

ol
osem . IDe Mesa

Partner

CPA Certificate No. 29084

SEC Accreditation No. 1089-AR-A, Group A, effective until March 25, 2017
Tax Identification No. 104-576-953

PTR No. 4244796, January 17, 2014, Makati City

BIR Accreditation No. 08-001911-7-2013, effective until April 1, 2016

April 7,2014
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WELLEX INDUSTRIES INCORPORATED AND SUBS]])IARIES 1

Consolidated Statements of Financial Position

. Déé%’fk i

2013 P~ 2012
ASSETS
Current Assets
Cash - note 4 P 1,459,569 P 1,810,607
Trade and other receivables (net) - note 5 1,800,427 2,507,257
Installment contract receivable (net of current portion) - note 22 38,211,264 19,105,632
Prepaid taxes - note 6 7,450,178 6,577,722
48,921,438 30,001,218

Noncurrent Assets
Installment contract receivable - note 22 19,105,632 38,211,264
Advances to related parties - note 19 128,013,898 131,510,463
Investment properties (net) - note 7 701,882,798 718,958,679
Investments in a joint venture (net) - note 8 393,183,157 393,183,157
Property and equipment (net) - note 9 90,460,585 177,397,770
Other assets 180,844 180,844

1,332,826,914 1,459,442,177
TOTAL ASSETS P 1,381,748,352 P 1,489,443,395
LIABILITIES AND EQUITY

Current Liabilities
Accounts payable and other liabilities - note 11

P 26,556,713

P 27,581,800

Advances from lessees - note 21 1,702,581 1,633.735
Income tax payable 344,916 =
28,604,210 26,215,535
Noncurrent Liabilities
Advances from related parties - note 19 514,628,452 513,643,838
Retirement benefits obligation - note 17 458,700 664,660
515,087,152 514,308,498
Equity '
Capital stock - note 12 3,276,045,637 3,276,045,637
Additional paid-in capital 24,492,801 24,492,801
Deficit (2,462,471,448) (2,354,609,076)
838,066,990 945,929,362
Treasury stock - note 12 ( 10,000) ( 10,000)
838,056,990 945,919,362

TOTAL LIABILITIES AND EQUITY

P 1,381,748,352

P 1,489,443,395

(The accompanying notes are an integral part of these consolidated financial statements)
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income

Years Ended December 31

2013 2012 2011
RENTAL INCOME - notes 7 and 21 P 10,765,789 P 15,430,212 P 18,732,086
DIRECT COSTS AND EXPENSES - note 13 7,454,509 7,690,282 10,159,032
GROSS INCOME 3,311,280 7,739,930 8,573,054
OPERATING EXPENSES - note 14 6,305,511 5,741,868 5,957,253
INCOME (LOSS) FROM OPERATIONS ( 2,994,231) 1,998,062 2,615,801
OTHER INCOME (LOSS) (net) - note 15 ( 14,126,654) ( 410,257,923) 534,715
FINANCE COSTS - note 10 - ( 4,803,691) ( 3,789,269)

LOSS BEFORE DISCONTINUED

OPERATIONS ( 17,120,885) ( 413,063,552) ( 638,753)
NET LOSS FROM DISCONTINUED

OPERATIONS - note 16 ( 90,658,293) ( 23,471,885) ( 26,991,641)
LOSS BEFORE INCOME TAX ( 107,779,178) ( 436,535,437) ( 27,630,394)
INCOME TAX EXPENSE - note 18
Current ( 83,194) ( 154,798) ( 182,010)
Deferred = - -

( 83,194) " ( 154,798) ( 182,010)

NET LOSS FOR THE YEAR (P 107,862,372) (P436,690,235) (P 27,812,404)
LOSS PER SHARE - note 23 # 0.0329) (P 0.1333) (P 0.0085)

(The accompanying notes are an integral part of these consolidated financial statements)
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
Consolidated Statements of Changes in Equity

Capital stock Additional paid-in Treasury stock
(Note 12) capital Deficit (Note 12) Total
Balance at January 1, 2011 P 3,276,045,637 P 24,492,801 (P 1,890,106,437) (P 10,000) P 1,410,422,001
Net loss for the year — - ( 27,812,404) . ( 27,812,404)
Balance at December 31,2011 3,276,045,637 24,492,801 ( 1,917,918.841) ( 10,000) 1,382,609,597
Net loss for the year = = ( 436,690,235) = ( 436,690,235)
Balance at December 31, 2012 3,276,045,637 24,492,801 (2,354,609,076)  ( 10,000) 945,919,362
Net loss for the year = =2 ( 107,862,372) = ( 107,862,372)
Balance at December 31, 2013 P 3,276,045,637 P 24,492,801 ® 2,462,471,448) (¥ 10,000) P 838,056,990

(The accompanying notes are an integral part of these consolidated financial statements)
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES

Consolidated Statements of Cash Flows

Years Ended December 31

2013

2012

2011

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before tax from continued and

discontinued operations ® 107,434,262) (P 436,535,437) (P 27,630,394)
Adjustments for:
Impairment loss on:
Property and equipment - notes 9 and 16 63,790,634 - -
Investment properties - notes 7 and 15 - 241,103,385 -
Investment in joint venture - notes 8 and 15 - 150,325,350 -
Depreciation - notes 13 and 16 26,504,116 23,706,126 23,078,478
Loss on:
Write-off of investment properties 13,718,316 = -
Disposal of investment property - note 15 - 18,747,000 -
Provision for retirement benefits - note 17 41,700 41,700 41,700
Reversal of allowance for doubtful
accounts - - ( 267,992)
Finance costs - note 10 - 4,803,691 3,789,269
Interest income - notes 15 and 16 ( 4,716) ( 12,077) ( 21,463)
Operating income (loss) before working capital changes ( 3,384,212) 2,179,738 ( 1,010,402)
Decrease (increase) in:
Trade and other receivables 706,830 ( 663,050) 3,706,512
Prepaid taxes ( 872,456) ( 893,697) ( 1,056,884)
Increase (decrease) in:
Accounts payable and other liabilities ( 1,025,087) ( 25,898,363) 513,281
Advances from lessees 68,846 ( 1,342,647) ( 226,883)
Net cash provided by (used in) operations (  4,506,079) ( 26,618,019) 1,925,624
Payment of retirement benefits - note 17 ( 247,660) ( 795,555) ( 238,095)
Interest received 4,716 12,077 21,463
Income tax paid ( 83,194) ( 154,798) ( 182,010)
Net cash generated from (used in) operating activities ( 4,832,217) ( 27,556,295) 1,526,982
CASH FLOWS FROM INVESTING ACTIVITIES
Advances to related parties - note 19 - ( 3,260,819) ( 34,923)
Collection of advances 3,496,565 18,542 2,623,740
Proceeds from sale of investment properties - note 22 - 6,368,544 -
Additions to property and equipment - note 9 - - ( 151,785)
Net cash generated from investing activities 3,496,565 3,126,267 2,437,032
CASH FLOWS FROM FINANCING ACTIVITIES
Advances from related parties - note 19 985,614 85,938,200 3,114,217
Payment of advances ( 1,000) ( 12,899,997) ( 4,508,873)
Payment of borrowings - note 10 - ( 47,365,872) -
Finance cost paid - ( 4,803,691) -
Net cash generated from (used in) financing activities 984,614 20,868,640 ( 1,394,656)
NET INCREASE (DECREASE) IN CASH ( 351,038) ( 3,561,388) 2,569,358
CASH - note 4
At beginning of year 1,810,607 5,371,995 2,802,637
At end of year P 1,459,569 P 1,810,607 P 5,371,995

(The accompanying notes are an integral part of these consolidated financial statements)
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WELLEX INDUSTRIES, INCORPORATED AND SUBSIDI ARIES
Notes to Consolidated Financial Statements
As at and for the years December 31, 2013, 2012 and 2011

CORPORATE INFORMATION, STATUS OF OPERATIONS
AND MANAGEMENT PLANS

Corporate Information

Wellex Industries, Incorporated( t h e @ Par e nt incGponadimtiedhilippinass

on October 19, 1956 primarily to engage in the business of mining and explaratieras

formerly known as Republic Resources and Development Corporation (REDECO). The
Companyds change i n namesaw&shaagp pommissom(SHCY t he
on September 18, 1997.

On February 11, 1995, the SEC approved the F
Incorporation. The Parent Company changed its primary purpose from mining activities to
development operatiaof all types of business enterprises, including by not limited to

enterprises engaged in the business of real estate development. Mining, however, continues to
be one the Companyb6és secondary purposes.

The Parent Companyds comOgobar ¥f2606. Onflamuany 19f i ci al
2006, the Companyds Board of Directors (BOD)
the Companyds Articles of Incorporation exte
October 19, 2056. The Parent Compad s Amended Articles of 1nco

the SEC on July 20, 2007.

On November 20, 2008, the BOD and stockholders approved the amendment on its Articles of

Il ncorporation amending the Parent Companyo6s
Companyés primary purpose was changed to emp
mining enterprises. The Parent Company06s sec
of all types of business enterprises, such as property holding arildpfegat, management,
manufacturing, investments and other business. The amendment was approved by the SEC on
April 3, 2009.

The Parent Companyds shares are |isted and t

The Parent Company has two subsidiafitastic City Industrial Corporation (PCIC) and
Phil foods Asia, Inc. (collectively referred

The registered office address of the Parent Company is locate &@ar, Citibank Tower,
8741 Paseo de Roxas, Makati City.

The acompanying consolidated financial statements of the Group were approved and
authorized for issue by its Board of Directors (BOD) on April 7, 2014.

Status of Operations and Management Plans

The accompanying consolidated financial statements have beemgu@ssuming that the

Group will continue as a going concern. The Group continues to incur losses which resulted to
a deficit of 2,462,471, 448, 2,354,609, 076
2012 and 2011, respectively.
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I n prior year s, tiness of mMaingamdtoil eKptoragoa becadesseconday

to real estate and energy developm@mt.January 28, 2008, the BOD approved the amendment

of the Parent Companyds primary purpose fron
the business of mining droil exploration.

The purpose of the amendment of the primary purpose was essentially to enable the Parent
Company to ride the crest of a resurgent mining industry including oil exploration of the
countryos offshore oil dgyigtbidentify mhihggpropeeiese nt Co
with proven mineral deposits particularly nickel, chromite, gold and copper covered by Mineral
Production Sharing Agreements (MPSAs) and to negotiate for either@uboy enter into a

viable joint venture arrangemeifior its oil and mineral exploration activities, the Parent

Company has identified and conducted initial discussions with potential investors.

However, the continuing global financial crises dampened the metal and oil prices that
adversely affected thevestment environment of mining and oil and mineral exploration
industry of the country.

The subsidiaries ceased its manufacturing operations in prior years from 2000 to 2002 due to
the Asian crises and stiff business competition, and had leased auldisgfacilities.

The Groupbs investment properties were used
Group and its related parties, Kenstar Industrial Corp. (KIC) and Plastic City Corp. (PCC) in
prior years. The loan was obtained from Banc®d& (BDO) and Philippine National Bank

(PNB) through a joint Credit Agreement with the related parties. Due to default to settle the
outstanding obligations by the Company and its related parties, on October 28, 2010, PCIC
subsidiaries, Inland Container o (ICC), Pacific Plastic Corp. (PPC), and Kennex Container
Corp. (KCC) (the fAPetitionerso) filed a pet
the Regional Trial Court o fofSécidnéd,Ruleideof Rules( t he
and Procedures on Corporate Rehabilitation, in order to revive the Petitioners manufacturing
operations and bring them back to profitability for the benefit of the creditors, employees and
stockholders.

The Plan will be implemented over a span of fivey@drs, with the Gngp to expect gross

i ncome projection of 4.214 billion from 201
approved. The Plan entails the following: (a) capital restructuring; (b) debt restructuring; (c)
reconditioning of machinery and equipment; (d) iempéntation of sales plan; and (e) joint

venture for the real estate conversion from industrial to commercial and residential.

The Groupbs properties were subjected to for
suspended due to the issuance by thetCoun f A St ay Order 6 dated Nov
among others, appointment by the Court of a Receiver and setting the initial hearing on the
petition on December 14, 2010 whereby all creditors, the Bank and the related party creditors,
were allowed to submiheir comments on the corporate rehabilitation.

On March 9, 2011, the Receiver filed an initial report on the rehabilitation plan before the
Court. The related party creditors interpose no objection to the Plan. However, the creditor
banks (PNB and BDGjommented on the dismissal of the Plan due to: (a) failure to comply, in
form and substance, with the requirements of Financial Rehabilitation and Insolvency Act of
2010 (FRIA); (b) norviability of the Plan; and (c) foreclosure rights of the creditokbaare
affected. The Receiver recommended to the Petitioners to: (a) show clear blue print for the
conversion of the industrial real estate into commercial or residential zones with specifics on
cost, financial capacity of investor, time frame and potewdilue of the properties; and (b)

show how financial projections will be attained with specifics on key target markets and
contributions, products, volume and prices, cost of raw materials, labor costs, manufacturing
and selling expenses.
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On June 7, 201, PNB filed a motion to dismiss the Plan, however, the court issued on July 27,
2011an order denying the motion to dismiss filed by PNB for being a prohibited pleading.

On August 26, 2011, the Petitionerandswbrel| ed a
to show clear blue print for the conversion of industrial real estate into commercial or

residential zones and projected financial statements showing in details how the projected
revenues will be attained under the Plan, within thirty (30) days August 26, 2011 to

September 25, 2011 through a revised Plan.

On August 31, 2011, a motion to dismiss was filed by BDO joining the previous motion to
dismiss filed by PNB.

On September 18, 2012, the Cour ttosgbmathe ed t he
revised Plan and gave the Petitioners sixty (60) days until November 4, 2012 to submit the
revised Plan.

On September 24, 2012, the Petitioners filed a motion for partial reconsideration on the
submission of revised Plan with respect toRleditioners prayer to be allowed to enter into a
formal property development agreement with Avida Land Corp. (AD@)the same date, ICC
has fully settled its loan with BDO, including all accrued interest.

On October 25, 2012, PNB filed its oppositiontba motion for partial reconsideration. In its
opposition, PNB averred that: (a) the revision of the Plan is no longer proper as it was outside
the one (1) year period provided under the FRIA and under the Rules of Corporate
Rehabilitation; (b) there issmsubstantial likelihood for the Petitioners to be successfully
rehabilitated.

On November 9, 2012, the court granted the Petitioners motion for the partial reconsideration
to submit the revised plan and also authorized the Petitioners to enter imtbgfayperty
development agreement with ALC for the purpose of coming up with a concrete and complete
Plan, provided that the development agreement will form part of the revised Plan.

On December 17, 2012, the Petitioners filed a revised Plan (whictsedpsrthe first Plan)
before the Court. Incorporated in the revised Plan as the Memorandum of Agreement (MOA)
entered by the Company and other related parties with ALC on the same date, for the
development of 21.3 hectares of land located in Valenzuefarit a residential clusters of
condominium, townhouses, house and lots. Out of the total 21.3 hectares, 12.8 hectares
(representing 60% of the aggregate area) was owned by the Petitioners, and around 8.47

hectares were mortgaged to PNB to secure theidart h b al ance of 4. 01 b
principal, interest, penalty and other <charg
principal bal ance is 499 million. The fair
254. 09 mi leinber3h, 2043 anch2012.0keqrojected future gross cash flows from

the i mplementation of the revised plan amoun

time frame based on agreed sharing scheme.

On January 31, 2013, the Receiver submitted its cambion the revised Plan and requested the
Court to order the parties to negotiate and explore realistic and mutually acceptable
rehabilitation plan.

On February, 14, 2013, PNB filed a petition to dismiss the Revised Rehabilitation Plan. On
February 19, 203, the Court ordered the Petitioners for a fifteen (15) day period to file its
comment on the motion to dismiss which was due on March 27, 2013.

On March 27, 2013, the Petitioners commented on the motion to dismiss by PNB.
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On June 28, 2013 and July, 213 the Petitioners and PNB meet to discuss improvement on
the rehabilitation plan, before the Court issued its July 9, 2013 Order (received only in the
afternoon of July 18, 2013) submitting to resolution the Manifestation of PNB to dismiss. On
July 31 2013, the Petitioners submitted to the rehabilitation receiver the following proposed
repayment plan and conditions, among others:

1 500 million shall be paid for principal
over 5 years, at fixed interest rate of 6% per annum;
i 100 million shal/l be paid up front t o ar

other direct costs that tleeeditor has incurred;
1 Payment to be made by Avida Land Corporation (ALC) to the Petitioners shall be
deposited in an account with PNB, to be applied on payment due dates and in case of
deficiency, extraneous sources of funds shall be sourced by therieesitin order to meet
the amortizations due;
1T Rel ease of coll ater al in Valenzuela to be
schedule; and
1 Release of collateral in Davao and in Quirino Avenue, Malate (related case in RTC Manila)
to be made upon fujayment of outstanding balance.

On September 13, 2013, PNB filed a Motion for Conversion of Proceedings from
Rehabilitation to Liquidation of Petitioners. The Petitioners filed its comment and opposition to
the said motion on October 3, 2013.

On NovembeB, 2013, the Petitioners filed a revised rehabilitation proposal with the following
terms, among others:

1 600 million shal/l be paid for principal,
shall be payable quarterly in equal monthly payment over 5 years, at fixed interest rate
of 5% per annum;

1 200 million shal/l be pai dtiprgperfy;r ont comi
1 Payment to be made by Avida Land Corporation (ALC) to the Petitioners shall be
deposited in an account with PNB, to be applied on payment due dates and in case of
deficiency, extraneous sources of funds shall be sourced by the Petitiongeritoo
meet the amortizations due; and
1T Rel ease of <coll ateral in Valenzuela to b

schedule

On January 15, 2014, a conference prior to the resolution of the case was held among the
Petitioners, PNB, BDO and thehabilitation receiverOne of the topics covered, among

others, is the presentation of Revised Rehabilitation Proposal letter by Novateknika Land Corp.
(NLC) (borrower of PNB of which the properties by Petitioners were used to secure the loan of
NLC) to PNB dated December 6, 2013. The terms of the proposal, among others are the
following:

1 700 million to be paid within a period of
1 All properties and collaterals mortgaged to PNB, including Quirino Manila, Valenzuela and
Davao to be returned to their respective debtors or mortgagors.

In a letterdated February 3, 2014 by the Rehabilitation Receiver to the Court, the receiver
mentioned that efforts were exerted to find a mutually acceptable plan of payment, however,

the firm stand of PNB to be pai d rigagedf ul | amo
properties served as barriers.
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The Rehabilitation Receiver also reiterates his recommendations made in the Report dated
November 28, 2013:

1. PNB will be paid at an amount substantially more than liquidating the mortgaged
properties. At its gsent use, the mortgaged properties of PNB can command a price of
254 million against payment of 600 mil
200 million will be paid upfront and ba
years ab % p.a. interest rate. There will be no opportunity losses for PNB even if the
P400 million will be amortized as interest is being paid.

[
| a

As to the latest proposal made by Novateknika Land Corp. increasing the loan amount to be
paid at P700 million (ithis Corporate Rehabilitation proceedings the proposal is for P600
million) with the condition to release the mortgages in Valenzuela, Quirino, Manila and
Davao City, Rehabilitation Receiver has no means of fully evaluating the latest proposal
with the addional condition of releasing the mortgages in Quirino, Manila and Davao

City.

2. Approval of the Rehabilitation Plan will pave the way for the development of the Plastic
City Compound into a residential community which will not only benefit PNB but a¢so th
Petitioners and other property owners in the compound.

3. Given that PNB will be granted its motion to convert the proceedings to one of the
liquidation and ultimately foreclose and take possession of the mortgaged properties, it will
be quite difficult br PNB to immediately sell or develop same as it seems that the
mortgaged properties are land locked and situated in the mid to inner part of the Plastic
City Compound.

As at report date, the Court has not reached a decision on the matters. Accottrggntual
outcome of these matters cannot be determined.

Consequently, the consolidated financial statements have been prepared assuming that the
Group will continue as a going concern. The consolidated financial statements do not include
any adjustmemtrelating to the recoverability and classification of the recorded assets or the
recognition and classification of liabilities that might result from the outcome of this
uncertainty.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accountingolicies that have been used in the preparation of these consolidated
financial statements are summarized below and in the succeeding pages. The policies have been
consistently applied to all the years presented, unless otherwise stated.

Basis of Prepardion

The consolidated financial statements have been prepared on a historical basis, except
otherwise stated.

The consolidated financial statements are pr

functional currency. All amounts are rounded to the estgreso except when indicated
otherwise.
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Statement of Compliance

The consolidated financial statements of the Group have been prepared in accordance with
PFRS. The term PFRS in general includes all applicable PFRS, Philippine Accounting
Standard¢PAS) and Interpretations issued by the former Standing Interpretations Committee,
the Philippine Interpretations Committee (PIC) and the International Financial Reporting
Interpretations Committee (IFRIC), which have been approved by the FinancialiRgport
Standards Council (FRSC) and adopted by the SEC.

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of previous financial year except for
the following new and amended PFRS and Philippine Intefiwas which were adopted as at
January 1, 2013.

PAS 1 (Amendment), Financial statement presentation regarding other comprehensive income
effective July 1, 2012. The main change resulting from these amendments is a requirement for
entities to group itempresented in "other comprehensive income" (OCI) on the basis of

whether they are potentially reclassifiable to profit or loss subsequently (reclassification
adjustments). The amendments do not address which items are presented in OCI. The adoption
does mt have significant impact on the Group's consolidated financial statement except on the
presentation of other comprehensive income.

PAS 19 (Amendment), Employee benefffective January 1, 2013. The impact on the Group

will be as follows: to immediatg recognize all past service costs; and to replace interest cost

and expected return on plan assets with a net interest amount that is calculated by applying the
discount rate to the net defined benefit liability (asSétjs amendment is currently not
applicable to the Groupds consolidated finan:

PAS 27 (Revised), Separate Financial Statemeffegtive January 1, 2013. The revised

standard includes the provisions on separate financial statements that are left after the control
provisiors of PAS 27 have been included in the new PFRJHiB.revision is currently not
applicable to the Groupobés consolidated finan

PAS 28 (Revised), Investments in Associates and Joint Veetifieetye January 1, 2013. This
revised standarihcludes the requirements for joint ventures, as well as associates, to be equity
accounted following the issue of PFRS 11. This revision has no significant impact on the
Groupbs consolidated financi al statement s.

PFRS 1 (Amendment), Government Loaffective January 1, 2013. These amendments add

an exception to the retrospective application of PFRS -fiinst adopters are required to apply

the requirements in PFRS 9, Financial Instruments (If PFRS 9 is not yet adopted, references to
PFRS 9 in the amements shall be read as references to PAS 39, Financial Instruments:
Recognition and Measurement) and PAS 20, Accounting for Government Grants and

Disclosure of Government Assistance prospectively to government loans existing at the date of
transitontoP RS. Thi s amendment is currently not a
financial statements.

PFRS 7 (Amendment), Disclosw@8setting Financial Assets and Financial Liabilities

effective January 1, 2013. These amendments involves the revistwretjuired disclosures

to include information that will enable users to evaluate the effect or potentially effect of
netting arrangements on an entityés financi a
for annual periods beginning on or afteruay 1, 2013 and interim periods within those
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annual periods. The amendment has no i mpact
statements.

PFRS 10, Consolidated financial statemepffective January 1, 2013, builds on existing

principles by identifyinghe concept of control as the determining factor in whether an entity

should be included within the consolidated financial statements of the Parent Company. The

new standard provides additional guidance to assist in the determination of control whsre this

di fficult to assess. This new standard has n
financial statements.

PFRS 11, Joint Arrangemengffective January 1, 2013, focuses on the rights and obligations
of joint arrangements, rather than thedlefgrm (as is currently the case). It: (a) distinguishes
joint arrangements between joint operations and joint ventures; and (b) always requires the
equity method for jointly controlled entities that are now called joint ventures; they are stripped
of thefree choice of using the equity method or proportionate consolidation. PFRS 11
supersedes PAS 31 and Philippine Interpretation1SiCGJointly Controlled EntitiesNon-

Monetary Contributions by Venturers. This new standard has no significant implaet in t
Groupbs consolidated financi al statement s.

PFRS 12, Disclosures of interest in other entjtedgective January 1, 2013, includes the

disclosures requirements for all forms of interests in other entities, including joint

arrangements, associates,@akepurpose vehicles and other off balance sheet vehicles. This

new standard has no impact in the Groupbs <co

PFRS 13, Fair value measuremesifective January 1, 2013, aims to improve consistency and
reduce complexity bproviding a precise definition of fair value and a single source of fair

value measurement and disclosure requirements for use across PFRS. The requirements, which
are largely aligned between PFRS and US GAAP, do not extend the use of fair value
accountingout provide guidance on how it should be applied where its use is already required

or permitted by other standards within PFRS or US GAAP. This new standard has no impact in
the Groupds consolidated financial statement

IFRIC 20, Stripping Costs in tHeroduction Phase of a Surface Mireffective January 1,

2013. This interpretation applies to waste removal costs that are incurred in surface mining
activity during the production phase of the
guidance on trecognition of production stripping costs as an asset and measurement of the
stripping activity asset. This new standard
consolidated financial statements.

New Accounting Standards, Interpretations and Amendmets to Existing Standards
Effective Subsequent to January 1, 2013

Standards issued but not yet effective up to the date of issuance of the Group's consolidated
financial statements are listed below. This listing of standards and interpretations issued are
those that the Group reasonably expects to have an impact on disclosures, consolidated
financial position or performance when applied at a future date. The Group intends to adopt
these standards when they become effective.

PAS 32 (Amendment), Financiaktruments: PresentatidnOffsetting Financial Assets and

Financial Liabilities,effective January 1, 2014. These amendments to PAS 32 clarify the
meaning of Acurrently has a | egally enforcea
of the PAS32 offsetting criteria to settlement systems (such as central clearinghouse systems)
which apply gross settlement mechanisms that are not simultaneous. The Group has yet to

assess the full impact of the amendments and intends to adopt the amendmeimgoeginn

January 1, 2014.
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PAS 36 (Amendment), Impairment of Ass&scoverable Amount Disclosures for Non

financial Assetseffective January 1, 2014. The amendment removed certain disclosures of the
recoverable amount of caglenerating units (CGUs) whiclat been included in PAS 36 by

the issue of PFRS 13. The amendment is not expected to have a significant impact on the
Groupbs consolidated financi al statement s.

PFRS 9 Financial instrumentsffective January 1, 2015, addresses the classification,

measuement and recognition of financial assets and financial liabilities. PFRS 9 was issued in
November 2009 and October 2010. It replaces the parts of PAS 39 that relate to the

classification and measurement of financial instruments. PFRS 9 requires fiaaseisl to be

classified into two measurement categories: those measured as at fair value and those measured
at amortized cost. The determination is made at initial recognition. The classification depends

on the entity's business model for managing itseral instruments and the contractual cash

flow characteristics of the instruments. For financial liabilities, the standard retains most of the
PAS 39 requirements. The main change is that, in cases where the fair value option is taken for
financial liabilties, the part of a fair value change due to an entity's own credit risk is recorded

in other comprehensive income rather than the profit or loss, unless this creates an accounting
mismatch. The adoption of PFRS 9 is expected to have no significant impactt he Gr oup 6
consolidated financial statements as most of
not complex. The Group will quantify the effect in conjunction with other phases, when issued,

to present a comprehensive picture.

Basis of Consdlation

The consolidated financial statements include the financial statements of the Parent Company
and the following subsidiaries, which were all incorporated in the Philippines and are registered
with the Philippine Securities and Exchange Commissisrat December 31 of each year.

Ownership

Subsidiaries Principal Activity 2012 2011
Direct Ownership

Philfoods Asia, Incorporated (Philfoods) Manufacturing 100% 100%

Plastic City Industrial Corporation (PCIC) Manufacturing 100% 100%
Indirect Own ership (Subsidiaries of PCIC)

Inland Container Corporation (ICC) Manufacturing 100% 100%

Kennex Container Corporation (KCC) Manufacturing 100% 100%

MPC Plastic Corporation (MPC) Manufacturing 100% 100%

Pacific Plastic Corporation (PPC) Manufacturing 100% 100%

Rexlon Industrial Corporation (RIC) Manufacturing 100% 100%

Weltex Industries Corporation (WIC) Manufacturing 100% 100%

Subsidiaries are entities which the Group has the power to govern the financial and operating
policies, generally accompging a shareholding of more than one half of the voting rights. The
existence and effect of any potential voting rights that are currently exercisable or convertible
are considered when assessing whether the Group controls another entity.

Subsidiaries i@ fully consolidated from the date on which control is transferred to the Group.
Consolidation ceases when control is transferred out of the Group. The results of subsidiaries
acquired or disposed of during the year are included in the consolidatedesiiagém

comprehensive income from the date of acquisition or up to the date of disposal, as appropriate.
A change in ownership interest of a subsidiary, without a change in control is accounted for as
an equity transaction.

The financial statements of teabsidiaries are prepared for the same reporting year, using
accounting policies that are consistent with those of the Group-grttugn balances,
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transactions, income and expenses, and profits and losses resulting fregnonjpra
transactions are elimated in full in the consolidation.

a) Direct ownership
Philfoods

Philfoods started commercial operations in 2000 and was suspended in 2002. Management is
looking for possible partners to operate its facilities.

PCIC

PCIC and its subsidiaries have sed operations but have leased out their warehouse facilities.
The intention of the Group is to continue it
to its very encouraging prospect and which has shown to have a high viability rating that will
contri bute highly towards the Groupds maxi mun
Management is continuously in search for a reliable joint venture partners who have the means

to continue its operations.

b) Indirect ownership
ICC

ICC was incorporated in ¢hPhilippines and registered with the Securities and Exchange
Commission (SEC) on June 23, 1981, primarily to engage in the manufacture of plastic
containers. The Company ceased its commercial operations on July 30, 2000, and has leased
out its buildings a warehouses.

KCC

KCC was incorporated in the Philippines and registered with the Securities and Exchange
Commission (SEC) on February 14, 1983. The Company was established to manufacture all
kinds of plastic containers. The Company ceased its commepsedtions on April 30, 2002,

and has leased out its buildings as warehouses.

MPC

MPC was incorporated in the Philippines and registered with the Securities and Exchange
Commission (SEC) on October 11, 1984. The Company was established for the pfirpos
producing various kinds of plastic products. The Company ceased its commercial operations in
January 1994.

PPC

PPC was incorporated in the Philippines and registered with the Securities and Exchange
Commission (SEC) on October 1, 1982. The Compeay/established primarily to
manufacture plastic raw materials, rigid and-nigid plastic products, plastic compounds,
derivatives and other related chemical substances. The Company ceased its commercial
operations on May 16, 2002, and has leased ®buitdings as warehouses.

RIC

RIC was incorporated in the Philippines and registered with the Securities and Exchange
Commission (SEC) on October 9, 1984. The Company was engaged in the business of

manufacturing and molding plastic products. The Comppaased its commercial operations
on April 30, 2002.
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wIC

WIC was incorporated in the Philippines and registered with the Securities and Exchange
Commission (SEC) on July 19, 1994. The Company was established to engage in the business
of manufacturig PVC pipes, PVC fittings, PE pipes, PE tubings, PE fittings, PB tubings and
fittings, water meters, hand pumps, cast iron and other metal accessories, including their
components and Byroducts. The Company ceased its commercial operations on April 30,

2002.

After the subsidiaries ceased commercial operation they had not resumed thereon. The
subsidiaries were all located at T. Santiago Street, Canumay, Valenzuela City.

Financial instruments

Initial Recognition, Measurement and Classification of Finahniostruments

The Group recognizes financial assets and financial liabilities in the consolidated statements of
financial position when it becomes a party to the contractual provisions of the instrument.
Purchases or sales of financial assets thatneegelivery of assets within the time frame
established by regulation or convention in the market place are recognized on the settlement
date.

Financial instruments are recognized initially at fair value, which is the fair value of the
consideration give(in case of an asset) or received (in case of a liability). The initial
measurement of financial instruments includes transaction easept for those financial
assets and liabilities at fair value through profit or loss (FVPL) where the transadferamm
charged to expense in the period incurred.

On initial recognition, the Group classifies its financial assets in the following categories: (a)
financial assets at FVPL, (b) loans and receivables, (c)tbetdhturity (HTM) investments

and (d) avadblefor-sale (AFS) financial assets. The Company also classifies its financial
liabilities into (a) financial liabilities at FVPL and (b) other financial liabilities. The

classification depends on the purpose for which the investments are acquired tei thiey

are quoted in an active market. Management determines the classification of its financial assets
and financial liabilities at initial recognition and, where allowed and appropriate, reevaluates
such designation at the end of each reporting peFiméncial instruments are classified as
liabilities or equity in accordance with the substance of the contractual arrangement. Interest,
dividends, gains and losses relating to a financial instrument or a component that is a financial
liability are repoted as expense or income.

Distributions to holders of financial instruments classified as equity are charged directly to
equity, net of any related income tax benefits.

As at December 31, 2013 and 2012, the Group did not hold any financial assett aAFSP
financial assets and HTM investments, and financial liabilities at FVPL.

Determination of fair value and fair value hierarchy

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transactioetween market participants at the measurement date.

The fairvalue ofaneh i nanci al asset is measured based
current use is presumed to be its highest and best use.
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The fair value of financial and ndimancial liabilities takes into account ngoerformance risk,
which is the risk that the entity will not fulfill an obligation.

a) quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);

b) inputs other than quoted pricesliumbed within Level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (Level
2); and

¢) inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs) (Level 3).

The appropriate level is determined on the basis of the lowest level input that is significant to
the fair value measurement.

The fair value of financial instruments traded in active markets is based on quoted market
prices at the reporting date. A market is regarded as active if quoted prices are readily and
regularly available from an exchange, dealer, broker, industry group, pricing service, or
regulatory agency, and those prices represent actual and regularlyracouarket transactions

on an armbés | ength basis. The quoted mar ket
the current bid price. These instruments are included in Level 1.

The fair value of assets and liabilities that are not traded &ttare market (for example, over
the-counter derivatives) is determined by using valuation techniques. These valuation
techniques maximize the use of observable market data where it is available and rely as little as
possible on entity specific estimatéfsall significant inputs required to fair value an instrument

are observable, the asset or liability is included in Level 2. If one or more of the significant
inputs is not based on observable market data, the asset or liability is included in Level 3.

The Group uses valuation techniques that are appropriate in the circumstances and applies the
technique consistently. Commonly used valuation techniques are as follows:

1 Market approach A valuation technique that uses prices and other relevantriafium
generated by market transactions involving identical or comparable (i.e., similar) assets,
liabilities or a group of assets and liabilities, such as a business.

1 Income approachValuation techniques that convert future amounts (e.g., cash flows or
income and expenses) to a single current (i.e., discounted) amount. The fair value
measurement is determined on the basis of the value indicated by current market
expectations about those future amounts.

9 Cost approachA valuation technique that reflecthe amount that would be required
currently to replace the service capacity of an asset (often referred to as current replacement
cost).

Specific valuation techniques used to value financial instruments include:

Quoted market prices or dealer ggmfor similar instruments.

The fair value of interest rate swaps is calculated as the present value of the estimated

future cash flows based on observable yield curves.

1  The fair value of forward foreign exchange contracts is determined using forward
exchange rates at the reporting date, with the resulting value discounted back to present
value.

9 Other techniques, such as discounted cash flow analysis, are used to determine fair value

for the remaining financial instruments.

= =
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AfiDay 10 difference

When thetransaction price in a nemctive market is different from the fair value of other

observable current market transactions in the same instrument or based on a valuation

technique whose variables include only data from observable market, the Group rectignize

di fference between the transaction price and
consolidated statement of comprehensive income unless it qualifies for recognition as some

other type of asset or liability. In cases where use is made of data iwinict observable, the

difference between the transaction price and model value is only recognized in the consolidated
statement of comprehensive income when the inputs become observable or when the

instrument is derecognized. For each transaction, thepaletermines the appropriate method

of recognizing the ADay 10 difference amount

Amortized cost of financial instruments

Amortized cost is computed using the effective interest method less any allowance for
impairment and principal repayment or retioie. The calculation takes into account any

premium or discount on acquisition and includes transaction costs and fees that are an integral
part of the effective interest rate.

Loans and Receivables

Loans and receivables are aderivative financial ssets with fixed or determinable payments

that are not quoted in an active market. After initial measurement, loans and receivables are
subsequently carried at amortized cost using the effective interest rate method less any

allowance for impairment. Amadried cost is calculated taking into account any discount or

premium on acquisition and includes transaction costs and fees that are an integral part of the
effective interest rate and transaction cost
consoidated statement of comprehensive income when the loans and receivables are
derecognized or impaired, as well as through the amortization process. These financial assets

are included in current assets if maturity is within twelve (12) months from thef egyplooting

period. Otherwise, these are classified as noncurrent assets.

As at December 31, 2013 and 2012, i ncluded u
installment contract receivable and advances to related parties (see Notes 4, 8 and 22).

Other Financial Liabilities

Other financial liabilities are initially recorded at fair value, less directly attributable transaction
costs. After initial recognition, interebearing loans and borrowings are subsequently

measured at amortized cost ugthe effective interest rate method. Amortized cost is

calculated by taking into account any issue costs, and any discount or premium on settlement.
Gains and | osses are recognized in the Group
income when the lialities are derecognized as well as through the amortization process.

As at December 31, 2013 and 2012, included in other financial liabilities a@erthe u p 6 s
accounts payable and other liabilities, advances from related parties, and advancesdeasn less
(see Notes 11, 19 and 21)

Offsetting of financial statements and financial liabilities
Financial assets and financial liabilities are offset and the net amount reported in the
consolidated statement of financial position if, and only if, therecigt@ntly enforceable legal

right to offset the recognized amounts and there is an intention to settle on a net basis, or to
realize the assets and settle the liabilities simultaneously.
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Derecognition of financial assets and financial liabilities
(a) Financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is derecognized when:

9 the rights to receive cash flows from the asset have expired;

9 the Group retains the right to receive ctistvs from the asset, but has assumed an
obligation to pay them in full without m:
througho arrangement; or

1 the Group has transferred its rights to receive cash flows from the asset and either (a)
has transferredubstantially all the risks and rewards of the asset, or (b) has neither
transferred nor retained substantially all risks and rewards of the asset, but has
transferred control of the asset.

Where the Group has transferred its rights to receive cash flomsain asset or has entered

into a pasghrough arrangement and has neither transferred nor retained substantially all the
risks and rewards of the asset nor transferred control of the asset, the asset is recognized to the
extent of t he inGivemen id he assetnGomtimuing imvgvement that takes

the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Group could
be required toepay.

(b) Financial liabilities

A financial liability is derecognized when the obligation under the liability was discharged,
cancelled or has expired. Where an existing financial liability is replaced by another from the
same lender on substantially difat terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective
carrying amaints is recognized in the consolidated statement of comprehensive income.

Impairment of Financial Assets

The Group assesses at each end of reporting period whether there is objective evidence that a
financial asset or group of financial assets is implifefinancial asset or a group of financial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a
result of one or more events that has occurred after the initial recognition of the asset (an

i ncurr ed )andtha ss event (ortev@nts) has an impact on the estimated future cash
flows of the financial asset or the group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the contracted parties ompaofirou
contracted parties is experiencing significant financial difficulty, default or delinquency in
interest or principal payments, the probability that they will enter bankruptcy or other financial
reorganization, and where observable data indicatehtbeg ts measurable decrease in the
estimated future cash flows, such as changes in arrears or economic conditions that correlate
with defaults.

Loans and receivables
The Group first assesses whether objective evidence of impairment exists individually fo
financial assets that are individually significant, and individually or collectively for financial

assets that are not individually significant. If it is determined that no objective evidence of

71



impairment exists for an individually assessed financiedtasvhether significant or not, the

asset is included in the group of financial assets with similar credit risk and characteristics and
that group of financial assets is collectively assessed for impairment. Assets that are
individually assessed for impaient and for which an impairment loss is or continues to be
recognized are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss on financial assets carried at amortized

cost has been incurred, themo u n t of |l oss i s measured as a d
carrying amount and the present value of estimated future cash flows (excluding future credit
|l osses that have not been incurred) discount

rate (i.e., the effective interest rate computed at initial recognition). The carrying amount of the
asset shall be reduced through the use of an allowance account. The amount of loss is
recognized in the consolidated statement of comprehensive income.

If in a subsequent period, the amount of the estimated impairment loss increases or decreases
because of an event occurring after the impairment was recognized, and the increase or
decrease can be related objectively to an event occurring after the impairaserecognized,

the previously recognized impairment loss is increased or reduced by adjusting the allowance
for impairment losses account. If a future wiifé is later recovered, the recovery is

recognized in the statement of comprehensive incomgsAbsequent reversal of an

impairment loss is recognized in the consolidated statement of comprehensive to the extent that
the carrying value of the asset does not exceed its amortized cost at reversal date. Interest
income continues to be accrued onrduced carrying amount based on the original effective
interest rate of the asset. Loans together with the associated allowance are written off when
there is no realistic prospect of future recovery and all collateral, if any, has been realized or
has ber transferred to the Group.

Cash
The Companyds cash represent cash on hand an

Trade and Other Receivables

Trade receivables mainly consist of amounts due from tenants for the lease of buildings. If
collection is expeted in one year or less (or in the normal operating cycle of the business if
longer), they are classified as current assets. If not, they are presented as noncurrent assets.

Prepaid Taxes

This account comprises of creditable withholding taxes and umusedVAT. Creditable
withholding tax is deducted from income tax payable on the same year the revenue was
recognized.

Claims for input VAT and prepaid taxes are stated at face value less provision for impairment,
if any. Allowance for unrecoverable infpdAT and prepaid taxes, if any, is maintained by the
Group at a level considered adequate to provide for potential uncollectible portion of the
claims. The Group, on a continuing basis, makes a review of the status of the claims designed
to identify thosehat may require provision for impairment losses.

Property and Equipment

Property, plant and equipment are recognized when probable future economic benefits
associated with the property, plant and equipment will flow to the Group and the amount can be
measured reliably. Property and equipment are initially measured at historical cost. The
historical cost of property and equipment comprises its purchase price, including import duties,
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taxes and any directly attributable costs of bringing the assetworiking condition and
location of its intended use.

Machinery and equipment in the consolidated financial statements are recorded at its deemed
cost. The deemed cost of machinery and equipment include the appraisal increase at the date of
transition to PRS. The Group elected to use the appraised value of machinery and equipment
as its deemed cost at the date of transition. Appraisal increase related to revaluation of
machinery and equipment was transferred to retained earnings.

Subsequent to initial regnition, property and equipment are carried at cost less accumulated
depreciation and amortization and any impairment in value.

Expenses that provide incremental future economic benefits to the Group are added to the
carrying amount of an item of propgrand equipment. All other expenses are recognized in the
statement of comprehensive income as incurred.

Depreciation and amortization of property and equipment commences once the property and
equipment are available for use and computed using thehdtliaig basis over the estimated
useful life of property and equipment as follows:

In Years
Buildings 50
Improvements 5t0 10
Machinery and equipment 41032
Tools and equipments 5to 10
Furniture and fixtures 3t0 10

The useful lives and depretian and amortization method are reviewed annually to ensure that
the period and method of depreciation and amortization are consistent with the expected pattern
of economic benefits from items of property and equipment.

When property and equipment aréiredl or otherwise disposed of, the cost and the related
accumulated depreciation and amortization and accumulated provision for impairment losses, if
any, are removed from the accounts and any resulting gain or loss is credited to or charged
against curnet operations. Fully depreciated and amortized property and equipment are
retained in the accounts until they are no longer in use and no further depreciation and
amortization is charged against current operations.

Investment Properties

Investment propeies are principally for rental and capital appreciation, and not occupied by
the Group.

Investment properties are measured initially at cost, including transaction costs. The carrying
amount includes the cost of replacing part of an existing investmamny at the time that

cost is incurred if the recognition criteria are met, and excludes the coststofatay

servicing of an investment property. Subsequent to initial recognition, investment properties
(except land) are carried at cost less accatadldepreciation and any impairment in value.
Land is carried at cost less any impairment in value.

Depreciation are computed using the stralgte method over the following estimated useful
lives:
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In Years
Buildings and improvements 50
Land inprovements 5

Investment property is derecognized when either it has been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit is
expected from its disposal. Any gain or loss on the retirement mosiisof an investment
property is recognized in the profit or loss in the year of retirement or disposal.

Investment properties are derecognized when either they have been disposed of or when they
are permanently withdrawn from use and no future econbeniefit is expected from their
disposal. Any gains or losses on the retirement or disposal of an investment property are
recognized in the statement of comprehensive income in the year of retirement or disposal.

Transfers are made to or from investmentperty only when there is a change in use. For a
transfer from investment property to owstarcupied property, the deemed cost for subsequent
accounting is the fair value at the date of change in use. If evaoeipied property becomes an
investment propty, the Group accounts for such property in accordance with the policy stated
under property and equipment up to the date of change in use.

Investments in a Joint Venture

The Company has entered into joint operations for the development of propejtizglyA
operation is a joint venture which involves the use of the assets and other resources of the
venturers rather than the establishment of a corporation, partnership or other entity or a
financial structure which is separate from the venturers tHeessdzach venturer uses its own
property and carries its own inventories. It also incurs its own expenses and liabilities and
raises its own finance, which represent its own obligations. The joint venture agreement
provides a means by which the revenuarfithe sale of the joint product and any expenses
incurred in common are shared among the venturers.

The venturers recognizes in its financial statements: (a) the assets that it controls and the
liabilities that it incurs, and (b) the expenses thatdtifa and its share of the income that it
earns from the sale of goods or services by the joint venture.

Impairment of Non-financial Assets

At each reporting date, the Group reviews the carrying amounts of Hinaocial assets to

determine whether tihe is any indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the assets is estimated in order to
determine the extent of the impairment loss (if any). When the asset does not genlerate cas

flows that are independent from other assets, the Group estimates the recoverable amount of the
cashgenerating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
value in ug, the estimated future cash flows are discounted at their present value using a pre
tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset for which the estimates of future cash flows tialveen adjusted. If

the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An impairment loss is recognized as
an expense immediately, unless the raltesset is carried at a revalued amount, in which case
the impairment loss is treated as a revaluation increase.

When an impairment loss subsequently reverses, the carrying amount of the asset or cash

generating unit is increase to the revised estinfats pecoverable amount, but only to the
extent of the carrying amount that would have been determined (net of any depreciation) had no
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impairment loss been recognized for the asset orgais@rating unit in prior years. A reversal
of an impairment loss recognized as income unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Accounts Payable and Other Liabilities

Accounts payable are obligations to paydonds or services that have been acquired in the
ordinary course of business from suppliers. Other payables inclueteag@npayables and
accrued expenses.

Accounts payable and other liabilities are classified as current liabilities if payment is due
within one year or less (or in the normal operating cycle of the business if longer) while non
trade payables are classified as current liabilities if payment is due within one year or less. If
not, they are presented as noncurrent liabilities.

Accounts pagble and other liabilities are recognized initially at fair value and subsequently
measured at amortized cost using the effective interest method.

Borrowings and Borrowing Cost

Borrowings

Borrowings are recognized initially at fair value, net of tratisacosts and are subsequently
measured at amortized cost using the effective interest method. Difference between the
proceeds (net of transaction costs) and the redemption value is recognized in the consolidated
statement of comprehensive income overpéeod of the borrowings using the effective

interest method.

Fees paid on the establishment of loan facilities are recognized as transaction costs of the loan
to the extent that it is probable that some or all of the facility will be drawn down. lcettes

the fee is deferred until the drad@wn occurs. To the extent there is no evidence that it is
probable that some or all of the facility will be drawn down, the fee is capitalized as a pre
payment for liquidity services and amortized over the peasfdatie facility to which it relates.

Borrowing cost

General and specific borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take a substantial period of
time to getready for their intended use or sale, are added to the cost of those assets, until such
time as the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognized in the consolidated statements of comprehensive
income in the period incurred.

Equity Instruments

Equity instruments are measured at the fair value of the cash or other resources received or
receivable, net of the direct costs of issuing the equity instruments. If payment is deferred and
the time valuef money is material, the initial measurement is on a present value basis.
Capital stock

Capital stockepresents he @r value of the $ares that are issued and outstanding as of
reporting date.
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Additional paidin Capital

When shares are sold at premi, the difference between the proceeds and the par value is
credited t o -ifinAdcdaiptiitoanladl apcaciodu nt . Direct cost
are chargeabl e-inocapddiat 0o aak-inxapitabisnotf addi t i
sufficient, the excess is charged against retained earnings.

Treasury shares

Own equity instruments which are reacquired (treasury shares) are recognized at cost and
deducted from equity. No gain or loss is recognized in profit or loss on the purchassssal

or cancellation of the Groupbés own equity in
amount and the consideration, if reissued, is recognized in additionahpidital. Voting

rights related to treasury shares are nullified for the Gamapno dividends are allocated to

them respectively.

When the shares are retired, the capital stock account is reduced by its par value and the excess
of cost over par value upon retirement is debited to additionaiipaipital to the extent of the

speific or average additional paid capital when the shares were issued and to retained

earnings for the remaining balance.

Treasury shares represent capital stock of the Parent Company that is owned by its subsidiary.
Retained earnings (deficit)

Deficit includes all current and prior period results as disclosed in the consolidated statements
of comprehensive income.

Revenue Recognition

Revenue is recognized to the extent that it is probable that economic benefits will flow to the
entity and the amourf revenue can be reliably measured. Revenue is measured at the fair
value of the consideration received or receivable, and represents amounts receivable for goods
supplied, stated net of discounts, returns and value added taxes and when speciibaviteri

been met. The company bases its estimate of return on historical results, taking into
consideration the type of customer, the type of transaction and the specifics of each
arrangement.

Rental income

Rentalfrom investment properties that is ledde a third party under an operating lease is
recognized in the statement of comprehensive income on a siiagbhsis over the lease
term.Rental received in advance is treated as advances from lessees and recognized as income
when actually earned.

Interest income

Interest income is accrued on a timely basis, by reference to the principal outstanding and at the
effective interest rate applicable.

Expense Recognition

Cost and expenses are recognized in the consolidated statement of compréi=mirevhen
decrease in future economic benefits related to a decrease in an asset or an increase of a liability
has arisen that can be measured reliably. Expenses in the consolidated statements of
comprehensive income are presented using the functioniabthe
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Direct cost and expenses
Cost of services is recognized as expense when the related services are rendered.
Operating expenses

Operating expenses constitute costs of operating, marketing and administering the business and
are expensed as incutlce

Current and Deferred Income Tax

The tax expense for the period comprises current and deferred tax. Tax is recognized in the
consolidated statement of comprehensive income, except to the extent that it relates to items
recognized in other comprehensimeome or directly in equity. In this case, the tax is also
recognized in other comprehensive income or directly in equity, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at repog date. Management periodically evaluates positions taken in
tax returns with respect to situations in which applicable tax regulation is subject to
interpretation. It establishes provisions where appropriate on the basis of amounts expected to
be paid ¢ the tax authorities.

Deferred income tax is recognized, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements. However, deferrad liabilities are not recognized if they arise from the

initial recognition of goodwill; deferred income tax is not accounted for if it arises from initial
recognition of an asset or liability in a transaction other than a business combination that at the
time of the transaction affects neither accounting nor taxable income. Deferred income tax is
determined using tax rates that have been enacted or substantively enacted by the reporting date
and are expected to apply when the related deferred incomssebisarealized or the deferred

income tax liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable that future
taxable profit will be available against which the temporary differences can be utilizedhAt eac
reporting date the Group reassess the need to recognize previously unrecognized deferred
income tax asset.

Deferred income tax assets are recognized for all deductible temporary differences,
carryforward benefits of unused tax credits from excess dafrmaim corporate income tax

(MCIT) over regular corporate income tax (RCIT) and unused net operating loss carryover
(NOLCO), to the extent that it is probable that sufficient future taxable profits will be available
against which the deductible temporanyfeliénces, careforward benefits of unused tax

credits from excess of MCIT over RCIT and unused NOLCO can be utilized. Deferred income
tax liabilities are recognized for all taxable temporary differences.

Deferred income tax assets and liabilities arsatfivhen there is a legally enforceable right to
offset current tax asset against current tax liabilities and when the deferred income tax assets
and liabilities relate to income taxes levied by the same taxation authority on either the same
taxable entityor different taxable entities where there is an intention to settle the balances on a
net basis.
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Leases
The Group accounts for its leases as follows:
Group as Lessee

Leases which transfer to the Group substantially all risks and benefits inttdemtanership

of the leased item are classified as finance leases and are recognized as assets and liabilities in
the consolidated statements of financial position at amounts equal at the inception of the lease

to the fair value of the leased propertyjfdower, at the present value of minimum lease

payments. Lease payments are apportioned between the finance costs and reduction of the
lease liability so as to achieve a constant rate of interest on the remaining balance of the

liability. Finance costare recognized in thetatement of comprehensive incanm@apitalized

leased assets are depreciated over the shorter of the estimated useful life of the asset or the lease
term.

Leases which do not transfer to the Group substantially all the risks agfitdhehownership

of the asset are classified as operating leases. Operating lease payments are recognized as
expense in the consolidated statement of comprehensive income on a-btraigasis over

the lease term. Associated costs, such as mainteaaddasurance, are expensed as incurred.

Group as Lessor

Leases wherein the Group substantially transfers to the lessee all risks and benefits incidental to
ownership of the leased item are classified as finance leases and are presented as receivable at
an amount equal to the Groupbés net invest men
based on the pattern reflecting a constant p
outstanding in respect of the finance lease.

Leases which do notansfer to the lessee substantially all the risks and benefits of ownership

of the asset are classified as operating lease. Lease income from operating lease is recognized
in the consolidatedtatement of comprehensive incoorea straightine basis overtte lease

term.

The Group determines whether an arrangement is, or contains a lease based on the substance of
the arrangement. It makes an assessment of whether the fulfilment of the arrangement is
dependent on the use of a specific asset or assetseaadahgement conveys a right to use the
asset.

Leases in which a significant portion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases.

The Group is a party to operating lease as a lessor. Paymentsimiad@perating leases (net
of any incentives received from the lessor) are charged to profit or loss on a itnaitatsis
over the period of the lease.

Related Party Relationships and Related Party Transactions

Related party relationship existswhera) a per son or a c¢cl ose memb
has control or joint control, has significant influence or is a member of the key management
personnel of the reporting entity or of a parent of the reporting entity. (b) An entity is related to

the Gmpany if, the entity and the Company are members of the same group, one entity is an
associate or joint venture of the other entity, both entities are joint ventures of the same third
party, one entity is a joint venture of a third entity and the othéy énan associate of the

third party, an entity is a pestmployment benefit plan for the benefit of employees of the

Company, the entity is controlled or jointly controlled by a person who has control or joint
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control over the Company and a persordasiified in (a) above has significant influence over
the entity or is a member of the key management personnel of the entity or of a parent of the
entity. In considering each possible related party relationship, attention is directed to the
substance ot relationships, and not merely to the legal form.

A related party transactios a transfer of resources, services or obligations between related
parties, regardless of whether a price is charged.

Retirement Benefits Obligation

The Group has no formagtirement plan for its employees as it does not meet the minimum
number of employees required for the establishment of a retirement benefit plan, but accrues
the estimated cost of retirement benefits required by the provisions of Republic Act (RA) No.
7641 (Retirement Law). Under RA 7641, the Group is required to provide minimum retirement
benefits to qualified employees. The retirement cost accrued includes current service cost and
estimated past service cost as determined under RA 7641.

Segment Reporthg

A business segment is a Group of assets and operations engaged in providing products or services
that are subject to risks and returns that are different from those of other business segments. A
geographical segment is engaged in providing produdsreices within a particular economic
environment that are subject to risks and return that are different from those of segments
operating in other economic environments.

Operating segments are reported on the basis upon which the Group reports its prima
segment information. Financial information on business segments is presented in Note 20.

Earnings (Loss) Per Share

Earnings (loss) per share are determined by dividing net income (loss) for the year by the
weighted average number of shares outstardiimigng the year, excluding common shares
purchased by the Group and held as treasury shares.

Functional and Presentation Currency

Items included in the consolidated financial statements of the Group are measured using the
currency of the primary econaerenvironment in which the Group operates (functional
currency). The consolidated financial statements are presented in Philippine peso the Group's
functional and presentation currency.

Provisions and Contingencies

Provisions are recognized when the Grdnas a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. If the effect of the time value of money is material, provisions are determined by
discounting the expected future cash flows at agxeate that reflects current market

assessments of the time value of money and, where appropriate, theatsks gpthe

liability.

Where discounting is used, the increase in the provision due to the passage of time is
recognized as interest expense. When the Group expects a provision or loss to be reimbursed,
the reimbursement is recognized as a separateasdgavhen the reimbursement is virtually
certain and its amount can be reasonably estimated. The expense relating to any provision is
presented in the consolidated statement of comprehensive income, net of any reimbursement.
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Contingent liabilities are naecognized in the consolidated financial statements. They are
disclosed unless the possibility of an outflow of resources embodying economic benefits is
remote.

Contingent assets are not recognized in the consolidated financial statements but disclosed
when an inflow of economic benefits is probable. Contingent assets are assessed continually to
ensure that developments are appropriately reflected in the consolidated financial statements. If
it has become virtually certain that an inflow of economic beneill arise, the asset and the

related income are recognized in the consolidated financial statements.

Events After the Reporting Date

The Group identifies postear events as events that occurred after the reporting date but before

the date whenth&@r oupds consolidated financial stater
yearend events that provide additional i nf or ma
date (adjusting events) are refl ecitPestlyegrn t he
end events that are not adjusting events are

statements when material.

SIGNIFICANT ACCOUNTING JUDGMENTS AND CRITICAL ACCOUNTING
ESTIMATES AND ASSUMPTION

The preparati on atédfinahcial st&ementspdysresananagemdnt tadmake
judgments and estimates that affect amounts reported in the consolidated financial statements.
These judgments and estimates are continually evaluated and are based on historical experience
and other fators, including expectations of future events that are believed to be reasonable

under the circumstances. The Group believes the following represent a summary of these
significant judgments and estimate and related impact and associated risks in thdatedso

financial statements.

Significant Accounting Judgments in Applying the Group's Accounting

In the process of applying the Groupds accou
following judgments apart from those involving estimation, which hlagartost significant
effect on the amounts recognized in the consolidated financial statements:

(a) Functional currency

The Group considers the Philippine peso as the currency that most fairly represents the
economic effect of the underlying transactions névend conditions. The Philippine Peso is
the currency of the primary economic environment in which the Group operates. It is the
currency in which the Group measures its performance and reports its operating results.

(b) Operating lease commitments
Groupas lessee

The Group has entered into contract of lease for some of the office space it occupies. The
Group has determined that all significant risks and benefits of ownership on these properties
will be retained by the lessor. In determining significésks and benefits of ownership, the
Group considered among others, the significance of the lease term as compared with the
estimated useful life of the related asset. The Group accordingly accounted for the lease
agreement as operating lease.
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Group as lssor

The Group has entered into property leases on its buildings classified as investment properties.
The Group has determined that it retains all significant risks and rewards of ownership of the
property as the Group considered, among others, the leftith lease term as compared with

the estimated | ife of the assets. The Groupbd
noncancellable operating leases. In determining a lease contract is noncancellable, the Group
considers the provisions in theake contract which among others, the payment of rental
corresponding to the unexpired portion of the lease period.

(c) Distinction between real estate inventories and investment in joint venture

The Group determines whether a property contributed to jemmtuve operations will be

classified as real estate inventories or investment in joint venture. In making this judgment, the
Group considers whether the property will be sold in the normal operating cycle or whether it

will be retained as partofthe Graug asset and treated as the G
venture, based on the provisions governing the joint venture agreement. The Group considers

land contributed to the joint venture as its investment.

(d) Investment in subsidiaries

The Parent Company ciyademonstrates control over the subsidiaries because it has rights to
variable returns from its investment with the subsidiaries and has the ability to affect these
returns through its power over the subsidiaries.

(e) Investment in joint operation

The Groy determined that it has a joint control in the operation as one of the owner of the
property to be developed into industrial estate. Consequently, the Group is entitled to a
proportionate share in the proceeds of the property (see Note 8).

() Income Taxes

The recognition of deferred income taxes depends on management's assessment of the
probability of available future taxable income against which the temporary difference can be
applied. The components of deferred income tax are shown in Note 18.

(g) Provisionsand contingencies

Judgment is exercised by management to distinguish between provisions and contingencies.
Palicies on recognition and disclosure of provision and disclosure of contingencies are

discussed in Note 2.

Significant Accounting Estimates andAssumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates, assumptions
and judgments that have a significant risk of cauaintaterial adjustment to the carrying

amounts of assets and liabilities within the next financial year are disclosed in the following
section.

(&) Allowance for doubtful accounts

Allowance is made for specific group of accounts where objective evidenceaifinent
exists. The factors considered by management in the review of the current status of its
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receivables are (1) length and nature of their relationship and its past collection experience, (2)
financial and cash flow position and (3) other market dar il as at reporting date.
Management reviews the allowance on a continuous basis.

Allowance per doubtful accounts on trade receivables was determined based on the full amount
of receivable collectible from specific customers. For advances to relatgdPAGI, the

amount of allowance is based on percentage of total receivable determined to be doubtful of
collection at the time the allowance was provided.

Receivables (including advances to related parties and installment contract receivable), net of

al owance for doubtful accounts as at Decemb:
and 191,334,616, r espect iofeflalpwalce feradoubifalt e s 5,
accounts amounted to 1,069,869 in 2013 (see

(b) Useful lives of prperty and equipment, and investment properties

The Company estimates the useful lives of property and equipment and investment properties,
except land, are based on the period over which the assets are expected to be available for use.
The estimated usdflives are reviewed and updated if expectations differ from previous
estimates due to physical wear and tear. The estimation of the useful lives of the property and
equipment and investment properties is based on a collective assessment of industey practi

and experience with similar assets. It is possible, however, that future results of operations
could be materially affected by changes in estimates brought about by changes in factors
mentioned above.

The amounts and timing of recorded expenses foparigd would be affected by changes in
these factors and circumstances. A reduction in the estimated useful lives of the investment
property would increase recorded operating expenses and decrease noncurrent assets.

The net carrying values of the Compény i nvest ment properties ( ex
equipment as at December 31, 2013 and 2012 are as follows:

2012 2012
Property and equipmennote 9 90, 4 177, ¢
Investment propertiesnote 7 100,027,29¢ 117,103,17¢€
19083 294,500,94¢

(c) Impairment of notfinancial assets

Noninancial assets are periodically reviewed to determine any indications of impairment.
Though the management believes that the assumptions used in the estimation of fair values are
reasonable andparopriate, significant changes in these assumptions may materially affect the
assessment of the recoverable amounts and any resulting impairment loss could have a material
adverse effect in the results of operations.

The accumulated impairment lossespooperty and equipment, investment properties and
investment in jointventer amounted to 952,717,871 and 9
2013 and 2012, respectively (see Notes 7, 8 and 9).

(d) Retirement benefits obligation

The determination of the Groupb6s obligation
selection of cgain assumptions used by management in calculating such amounts. Any

changes in these assumptions will impact the carrying amount of retirement benefit obligation.

I n estimating the Groupds retirement khenefit
retirement payment of 22 ¥z days for every years of service as mandated by RA 7641. The
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Group also considers the employees current s
years.

Retirement benefits obligation as at December 31, 2013 and 20d2jamt ed t o 458, 7
664,660, respectively (see Notes 17).

(e) Deferred tax assets

The Company reviews its deferred tax assets at each reporting date and reduces the carrying
amount to the extent that it is no longer probable that sufficient taxablewitbbe available

to allow all or part of the deferred tax asset to be utilized. The recognition of deferred tax assets
is based on the assessment that the Group will generate sufficient taxable profit to allow all or
part of the deferred tax assets Wi utilized.

The Group looks at its projected performance in assessing the sufficiency and timing of future
taxabl e income. As at December 31, 2013 and
valuation allowance are fully disclosed in Note 18.

CASH

Cash as at December 31 are as follows:

2012 2012

Cash on hand
Cash in bank 1,439,569 1,790,607
1, 4°¢ 1,810,607

Cash in banks earn interest at the respective bank deposit rates.

Cash in bank earns imtst at the respective bank deposit rate. Interest income earned from
deposit amounted to 4,716 and 12,077 in 20

No restriction is attached to the Companyé6s

TRADE AND OTHER RECEIVABLES (net)

Trade and other receivables as at December 31 are as follows:

2012 2012
Trade 1, 17 2,686,560
Receivable from related partiesote 19 318,506 318,506
Others 307,473 572,060
1,800,427 3,577,126
Allowance for doubtful accounts ] ( 1,069,86)

1,800,427 2,507,257

Trade receivables include rental receivables amountinglta 1 7 4 , 4,818,694 as dt
December 31, 2013 and 2012, respectively. Rental receivables are collectible monthly based on
terms of the contract.

Other receivablemclude advances to employees and reimbursable utilities expenses from
PCIC subsidiaries tenants.

The credit quality and aging to trade and other receivables are fully disclosed in Note 27.
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The movement of the allowance for doubtful accounts is asafsilo

2012 2012
Balance at beginning of year 1,069,869 1,069,869
Write-off (_1,069,86¢ -
Balance at end of year - 1,069,869

The Groupbs receivables as at December 31,

liabilities and are free from any encumbrances.

PREPAID TAXE S

Prepaid taxes as at December 31 are as follows:

2013 2012
Creditable withholding tax 6,341,274 5,890,260
Creditable input tax 1,108,904 683,664
Others - 3,798
7,450,178 6,577,722

The carrying amounts of the creditable withholding amadiiniaxes are reduced to the extent
that they are no longer probable that sufficient income tax due and revenue subject to VAT,
respectively, will be available to allow all or part of the creditable withholding and input taxes
to be utilized.

As at Decembr 31, 2013 and 2012, respectively, no provision for impairment has been
recorded since management believes that the accounts are fully realizable.

INVESTMENT PROPERTIES (net)

Details of investment properties as at December 31, 2013 are as follows:

Land Buildings and
Land improvements improvements Total

Cost
At beginning of year 999, ¢ 3,2¢ 360, 7 1, 364,
Write-off - ( 48,585,45( ( 48,585,45(
At end of year 999,959,735 3,290,824 312,179,250 1,315,429,80
Accumulated depreciation
At beginning of year - 2,632,664 71,958,055 74,590,719
Depreciation - 658,160 2,699,405 3,357,565
Write-off - - ( 10,015,104 ( 10,015,10:
At end of year - 3,290,824 64,642,356 67,933,180
Accumulated impairment loss
At beginning of year 398,104,235 - 172,361,626 570,465,861
Write-off - - ( 24,852,03C ( 24,852,03(
At end of year 398,104,235 - 147,509,596 545,613,831
Net carrying amounts,

December 1, 2013 601,855,500 - 100,027,298 701,882,798
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Details of investment properties as at December 31, 2012 are as follows:

Land Buildings and
Land improvements  improvements Total

Cost
At beginning of year 1,103 3, 2¢ 360, i 1,467
Disposal ( 103,332,30( - ( 103,332,30(
At end of year 999,959,735 3,290,824 360,764,700 1,364,015,25¢
Accumulated depreciation
At beginning of year - 1,974,497 68,880,979 70,855,476
Depreciation - 658,167 3,077,076 3,735,243
At end of year - 2,632,664 71,958,055 74,590,719
Accumulated impairment loss
At beginning of year 184,724,150 - 172,361,626 357,085,776
Impairment loss during the year 241,103,385 - - 241,103,385
Disposal (  27,723,30( - - ( 27,723,30(
At end of year 398,104,235 - 172,361,626 570,465,861
Net carrying amounts,

December 1, 2012 601,855,500 658,160 116,445,019 718,958,679
Rent al income earned on the above investment

15.43 million and 18. 73 million for the ye

respectively. While directperating expenses incurred on the buildings such as repairs and
maintenance, security, insurance and property tax, and depreciation expenses amounted to

7.45 million, 7.69 million and 10.16 mill
shown untecofbsraoad expenseso in the stateme
Note 13).

The fair value of the Groupbdbs | and as at Dec

its cost based on the recent appraisal of the property conducted by an indefienadént

appraisers on December 15, 2012. Accordingly, the Company recognized impairment loss on
land amountingto 241, 103, 385 (see Note 15). The fair
market data approach, in which the value of land is based on sales, listings and other market
data of the comparable properties registered within the vicinity where the landéslloca

The | atest appraisal on the Groupds building
independent appraisers in which the aggregate fair value of buildings and improvement was
above its cost, and accordingly recovery of previously recognized impditoss of

16, 050,697 was recognized in 2009. The fair
cost and market approach.

The Group assess that the change in the fair market value of land improvement and building
and improvement as at December 31, 2013, imert® to appraised value in 2012, is
insignificant based on existing zoning classification, market condition and physical condition
that would require reassessment of the investment properties fair values.

The Groupbds | and wi t hfPa58,396,e00 astatddecenaberi3l;, 2003g a mo
and 2012 are subject properties under the MOA with ALC as disclosed in Note 22. Under the
terms of the MOA the Group shall transfer to ALC full vacant physical possession, free and

clear of informal settlers, occupardnd encumbrances. Pursuant to these terms, the Group has
contracted a third party for the demolition of certain buildings located in the subject properties.

The demolition is divided into several phases of properties which is expected to be completed
within 4 months. As at December 31, 2013, the Group has recognized loss asffvafite
buildings and improvements1 3, 718, 316 which pertains to th
buil dings (see Note 15). Total cost of demol
sales amounting to 2,595,628.

Land with an aggregate carryieadl208andnt of 2
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2012, respectively, are mortgaged with PNB to secure the loans obtained by related parties
(Note 19).

INVESTMENTS IN A JOINT VENTURE (net)

The Groupds investment in joint venture repr

In July 1997, the Group, together with International Polymer Corp. (IPC), Pacific Rehouse

Corp. (PRC) and Ropeman International Corp. (RIC), entered into a Joint Venture Agreement
(the AAgreement0) as Owners with Parilippine
Under the agreement, the owners contributed land with an approximate area of 29.5629

hectares located in Canumay, Valenzuela City, whereby PHES will develop into industrial

estate in accordance with the plans mutually agreed by venturers.

The developr is entitled to forty percent (40%) of the net proceeds after deducting all relevant
taxes, marketing and administrative expenses, and the remaining sixty percent (60%) of the
shall constitute the owners share, divided proportionately to the areapeftproontributed.

The Companydéds | and is carried at cost, | ess
2012, the Company determines the fair value of land to be lower than its cost. Based on the
recent appraisal of the property conducted by aegaddent firm of appraisers on December

15, 2012, the Company recognized impairment loss on land amounting® 0, 325, 350 (
Note 15). The fair value of investment in a joint venture is determined using the market data
approach, in which the value of land is based on sales, listings and other market data of the
comparable properties registered within the vigimihere the land is located.

The carrying amount of joint venture asset is as follows:

2013 2012

Cost

At beginning and end of year 600,408,111 600,408,111
Accumulated impairment loss

At beginning of year 207,224,954 56,899,604
Impairmentloss during the year i 150,325,35C
Accumulated impairment loss 207,224,954 207,224,954
Net carrying amounts, December 1 393,183,157 393,183,157

The Company has no revenue and expenses to be recognized in relation to the joint venture for
the yearended December 31, 2012 and 2011.

Portion of | and with an aggregate carrying a

were mortgaged with BDO to secure the loans obtained by the Group. In 2012, the outstanding
loan from BDO was paid and the radtmortgaged properties were released.
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PROPERTY, PLANT AND EQUIPMENT (net)

The reconciliation of property and equipment as at December 31, 2013 as follows:

Building and Machinery Tools and Furniture
improvements and equipment equipment  and fixtures Total

Cost
At beginning and end of

year 18, 8 883, 2 14,3 10, 3 926, ¢
Accumulated depreciation
At beginning of year 7,329,027 581,529,052 14,328,370 10,169,289 613,355,738
Depreciation 144,060 22,979,848 - 22,643 23,146,554
Balance at end of year 7,473,087 604,508,900 14,328,370 10,191,932 636,502,292
Impairment loss
Balance at beginning of

year 7,069,958 128,916,332 - 102,162 136,088,452
Impairment loss - 63,790,634 - - 63,790,634
Balance at end of year 7,069,958 192,706,966 - 102,1@ 199,879,086
Net carrying amounts,

December 1, 2013 4, 3E 86, 0 - 33. 90, 4

The reconciliation of property and equipment as at December 31, 2012 as follows:

Building and Machinery and Tools and  Furniture and
improvements equipment equipment fixtures Total
Cog
At beginning and end of
year 18, 8 883, ¢ 14, 3 10, 3 926, ¢
Accumulated depreciation
At beginning of year 7,184,967 561,769,019 14,284,223 10,146,646 593,384,855
Depreciation 144,060 19,760,033 44,147 22,643 19,970,883
Balance at end of year 7,329,027 581,529,052 14,328,370 10,169,289 613,355,738
Impairment loss
Balance at beginning
and end or year 7,069,958 128,916,332 - 102,162 136,088,452
Net carrying amounts,
December 1, 2012 ,50@,010 172, ¢ - 177, <
Tot al depreciation allocated to discon
and 19,343,237 in 2013, 2012 and 2011

Impairment loss on ppeerty and equipment was determined based on appraisal of properties
conducted on April 8, 2009 by an independent firm of appraisers. The fair value at the time of
apprai sal was determined by reference to
cost and market data or direct sales comparison approach.

mar

In 2013, the management assessed that fair value of machineries and equipment to be lower
than its cost based on physical condition, economic performance of the assets when put into use
and currenmarket value based on recoverable amount or offered sales prices to interested
buyers. Decline in the cost of machineries and equipment amountéd,#90,634.

BORROWINGS

This account represents restructured loan obtained from Banco de Oro (BD@)daytip,

with outstanding balance of 47,365,872 as a

The loan is subject to restructured with the following terms and conditions, in line with the
submitted rehabilitation plan on October 31, 2010:
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11.

12.

1 Proportionate recognition by thediip of the outstanding loan principal with twenty

percent (20%) thereof to be recognized by Company; thirgypercent (35%) thereof to

be recognized by the KCC; and foftye percent (45%) thereof to be recognized by PPC;

Waiver of penalty and a pooth of interest;

Grace period of two (2) years on principal payments on restructured loans;

Fifty percent (50%) of the recognized principal to be paid in twelve (12) equal quarterly

payments starting March 2013 up to December 2015, with the remainingp38¥4paid as

a balloon payment by December 2015; and

1 Interest at five percent (5%) per annum on the restructured loan for the duration of the
rehabilitation plan payable quarterly in arrears for twenty (20) quarters, starting March
2011 up to December 28, based on declining restructured principal balance.

= =4 =4

Certain real properties owned by subsidiaries were held as collateral under this loan. The
carrying amount of collateral properties as during 2012 amounte®t6é 6 , 5 $ha2 , 98 7 .
borrowings were fully settled by the Group during the 2012 and the related mortgaged properties were
released.

Total finance costs charged to operations amounted todp03,691 and 3,789,269 for the

years ended December 31, 201312@nd 2011, respectively, computed at 8% to 10% based
on current market interest.

ACCOUNTS PAYABLE AND OTHER LIABILITIES

Accounts payable and other liabilities as at December 31 are as follows:

2013 2012
Accounts payable 13,7 14,0
Value added tax and other taxes payable 7,128,803 7,850,681
Payable to related partiemote 19 4,311,806 4,337,045
Deferred rental note 21 1,364,372 1,237,584
Other payables 6,779 103,266

26, 5 27,5

Interest payable represents rat of interest on outstanding balance of restructured loans.
The carrying amounts of accrued expenses and other current liabilities, which are expected to

be settled within the next twelve months from reporting period, is a reasonable approximation
of its fair value.

CAPITAL STOCK

The Parent Companyhas3, 500, 000, 000 authorized capital
common shares with par value of P11 per share
outstanding capital stock are as follows:

2013 2012 2011
Issued’ 3,276,045,637 shares 3, 2% 3,276 3,276
Treasury share$ 10,000 shares ( 10,000 ( 10,000 ( 10,00
3,276 3,276 3,276
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Track record of registration of securities

The Parent Compgy was originally registered as Republic Resource and Development Corp.
(REDECO) with the SEC on October 19, 1956. The Parent Company was listed with the PSE
on January 8, 1958 with an initial registered 200,000,000 shares.

On May 25, 1995, the BOD andskholders approved a reverse stock split and a subsequent
increase in the authorized capital stock in line with its recapitalization program. Accordingly,

on November 15, 1995, the Parent Company filed with the SEC a motion to effemta 1
reversestok split which decreased its authorized
million shares to 15 million divided into 1
share. It was approved by the SEC on January 15, 1996. This was also donetin reickd!

all outstanding stock certificates and be able to account for théssuemnce of shares which
management has decided to be absorbed by the Parent Company.

On January 8, 1996, the Parent Company filed with the SEC a motion to increadwitizedit
capital stock from 15 million divided into
shares with a par value of P1. The increase was approved by the SEC on May 16, 1996.
Subscriptions to the increase in authorized capital stock wade through stocki®r-assets

swap.

On September 2, 1996, the Board of Directors and the stockholders approved a resolution to
amend the Parent Companyb6s Articles of Incor
capital stock from 0.01 to 1.00,removing the preemptive rights of shareholders and
increasing the authorized capital stock froB®0 million divided by 50 billion shares with a
par value of 0.01 per share t02.0 billion divided into 2.0 billion shares with a par value of

1.00 per sha. The proposed amendments were approved by the SEC on September 27, 1996.

Relative to the approval of the proposed amendment, any part of such stock or other securities
may, at any time, be issued, optioned for sale and sold or disposed of by theCBameany
pursuant to resolution of the Board of Directors, to such persons and upon such terms as the
Board may deem proper, without first offering such stock or securities or any part thereof to
existing stockholders.

On August 22, 1997, the Board of Bitors and the stockholders approved a further increase in

t he Parent Companyds a2a0thiliantoi 3z5dition didaded irttoaBl5 st o c
billion shares with a par value of..00 per share. On March 11, 1998, the SEC approved the
increase n t he Parent Companyds authorized capit

As at December 31, 2013, 2012 and 2011, the Parent Company has outstanding 3,271,937,380
3,271,933,300 and 3,271,926,700 shares under its name. Remaining unconverted shares under
REDECO as at December 2013, 2012 and 2011, is 4,108,257, 4,112,347 and 4,118,937,
respectively. Outstanding shares owned by the public as at December 31, 2013, 2012 and 2011,
is 1,413,518,948, 1,413,514,868 and 638,933,522, respectively.

The historical market value ofthe Grp 6 s s hares as foll ows:

Market value per share

December 31, 2013 0.109
December 31, 2012 0.30
December 31, 2011 0.26

Treasury shares

Treasury shares represent 29, 486, 633 Parent
Industrial Corp. (RIC)a wholly owned subsidiary of PCIC, in prior years.
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14.

15.

In 2007 and 2009, RIC sold 13,000,000 and 16,476,633 shares of the Parent Company to a third

party.
DIRECT COSTS AND EXPENSES

Direct costs and expenses for the years ended December 31 are as follows:

2013 2012 2011
Depreciation note 7 3,3 3,7 3, 71
Security services 3,236,975 3,631,222 3,546,051
Property taxes 740,884 239,475 1,185,083
Repairs and maintenance 119,085 55,237 1,663,551
Insurance T 29,105 29,106
7, 4°¢ 7,6 10,1
OPERATING EXPENSES
Operating expenses for the years ended December 31 are as follows:
2013 2012 2011
Professional fees 2, 27 1, 7 1, 8(
Salaries and wages 2,122,919 2,028,811 2,047,252
Taxes and licenses 719,621 645,552 605,013
Commission 377,556 408,491 568,291
Listing and maintenance fee 304,241 481,940 440,341
Renti note 19 150,000 112,500 -
SSS, Medicare and EC contributions 96,427 95,426 113,191
Communication, light and powé&rnote 19 96,265 87,837 -
Transportation and trav 25,550 28,372 28,223
Others 140,919 122,069 345,442
6, 3( 5, 7: 5, 9!
OTHER INCOME (LOSS) (net)
Other income for the years ended December 31 as follows:
2013 2012 2011
Loss on:
Write-off of investment propertieis
note 7 ( 13, - -
Sale of inestment property note 22 - ( 18,747,00( -
Impairment loss on: - - -
Investment propertieisnote 7 - ( 241,103,38¢ -
Joint venturé note 8 - ( 150,325,35( -
Miscellaneous income - - 258,456
Reversal of allowance for doubtful
Accountsi note 5 - - 267,992
Provision for doubtful accounts - - -
Demolition expense ( 408,61+ -
Interest income 3,714 9,915 9,464
Other charges ( 3,431 ( 92,10:  ( 1,19¢
( 14, 1 ( 410,

Miscellaneous income consists of reversal of certain payables.
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DISCONTINUED OPERATIONS

Philfoods Asia, Inc. ceased its operations in 2002 while PCIC and subsidiaries ceased
manufacturing operations in 2002 goibr years and leased out their warehouse and building
facilities. The intention of the Group is disclosed in Note 1.

In compliance with PFRS 5, the results of discontinued operations for the years ended
December 31, 2013, 2012 and 2011 follow:

2013 2012 2011
Expenses 26, 5 23,14 27,0
Other income (expense) ( 63,790,63¢ 2,162 11,998
Loss before tax ( 90,313,381 ( 23,471,88: ( 26,991,641
Income tax expensenote 18 344,916 - -
Loss from discontinued operations ( 90, ( 3,421,885 ( 26,

Expenses for the years ended December 31 are as follows:

2013 2012 2011
Depreciation note 9 23,1 19, 9 19, 3
Light and water 1,533,976 838,086 1,288,180
Salaries, wages and benefits 534,000 1,330,658 1,731,350
Professional fees 306,000 275,500 253,000
Taxes and licenses 132,171 468,052 3,553,900
Others 857,747 590,869 833,972
26, 5 23, 4 27,0
Other income (charges) consists of:
2013 2012 2011
Impairment loss on macteny and
equipment ( 63,790,634 - -
Interest income 1,002 2,162 11,998
( 63,789,632 2,162 11,998

Total assets and liabilities from discontinued operations were shown in Note 20.
Assets attributable to discontinuegenations significantly consists of machineries and

equipment used for the manufacturing of various plastic products before the subsidiaries ceased
commercial operations in 2002 and prior years.

RETIREMENT BENEFITS OBLIGATION

The Company and PCIC adeptRepublic Act No. 7641 as its arrangement to provide
retirement benefits to all its regular employees. In case of retirement, employees shall be
entitled to receive such retirement benefits as may have been earned under the existing laws.

The movements the defined benefit obligation recognized and presented as accrued
retirement benefit obligation in the consolidated statement of financial position are as follows:

2013 2012 2011
Balance at beginning of year € 1, 4: 1,6
Retirement provision 41,700 41,700 41,700
Benefits paid 247,66( 795,55¢ 238,09t
Balance at end of year ‘ ¢ 1,14
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The provision for retirement benefits in 2013, 2012 and 2011 were included undesssalar
wages and employees benefit in the consolidated statements of comprehensive income.

Management believes that the defined benefit obligation computed using the provisions of R.A

7641 is not materially different with the amount computed using the pedjeait credit

method as required under PAS 19, Employee Benefits.

INCOME TAX

Current and deferred tax

On May 24, 2005, Republic Act (RA) No. 9337 changed the normal corporate income tax rate

from 32% to 35% effective November 1, 2005 and from 35%0% 8ffective January 1,

2009.

The Groupbs rent al i ncome,

net of

certain

regular corporate income tax (RCIT) of 30% or minimum corporate income tax (MCIT) of 2%
whichever is higher under Philippines Tlaaws. In 2013, 2012 and 2011, the Group is subject

to MCIT amountingto 8 3, 194, 154, 798 and 182,010,
The component of the Groupbs deferred tax
2013 2012

NOLCO 26, 9 24,0
Allowance for:

Doubtful accounts 16,923,978 17,244,939

Impairment loss 285,815,361 274,133,78C
Accrued retirement benefits 137,610 199,398
MCIT 414,672 528,693
Total 330,241,251 316,134,49¢<

Valuation allowance

(330,241,251

(316,134,49:

A corresponding full valuation allowance has been estadd for deferred tax assets since
management believes; that it is more likely than not, that the-fmamard benefits will not be

realized in the future.

As at December 31, 2013, the Groupbdbs NOLCO
taxable hcome as follows:
Year Expiration  Beginning Ending
Incurred Date balance Additions Expired Claimed balance
2013 2016 34,72 34,72
2012 2015 38,020,628 - - - 38,020,628
2011 2014 20,930,557 - - (3,847,538 17,083,019
2010 2013 21,141,093 - ( 16,093,99t (5,047,09¢ -
80,09 34,72( 1699 ( 8,8¢ 89, 83
As at December 31, 2013, the Groupbs MCIT
income tax payable as follows:
Year Expiration  Beginning Ending
Incurred Date balance Additions Expired Claimed balance
2013 2016 - 8 : - - 8:
2012 2015 149,469 - - - 149,469
2011 2014 182,009 - - - 182,009
2010 2013 191,886 - ( 191,88¢ - -
523 83 ( 1 - 414

92
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The Grow@®sofNO 51,024 and MCIT of 135,887
in 2012.

Reconciliation of tax expense

The reconciliation of pretax income computed at the regular corporate income tax rate to the
income tax expense as shown in the statementopihensive income is as follows:

a) Income tax expense from continuing operations

A numerical reconciliation of the provision for (benefit from) income tax and the product of
accounting income (loss) multiplied by the applicable tax rates follow:

2013 2012 2011
Loss before tax ( 17,120,885 ( 413, ( (
Tax benefit at 30% ( 5 ( 123, ¢ (
Tax effect on:
Retirement benefits expense 12,510 12,510 12,510
Impairment loss T 117,428,621 -
Reversal of allowance for doubtful
accoums T T ( 80,39¢
Interest income ( 1,112 ( 1,178 ( 2,54:
Others T 40,190 13,127
Changes in valuation allowance 5,208,064 6,593,718 430,940
83,194 154,798 182,010

b) Income tax expese from discontinued operations

A numerical reconciliation of the provision for (benefit from) income tax and the product of
accounting income (loss) multiplied by the applicable tax rate follow:

2013 2012 2011
Loss before tax ( 90, ( 2 B85 ( 26,
Tax benefit at 30% ( 27,094,014 ( 7,041,566 ( 8,097,492
Tax effect on:
Impairment loss 19,137,19C - -
Non-deductible depreciation on
appraisal increase 3,688,195 2,844,341 2,610,841
Interest incomé banks ( 301 ( 64¢ ( 3,59¢
Others - ( 748,20¢  ( 569,73¢
Changes in valuation allowance 4,613,846 4,946,077 6,059,988
344,916 - 2,770

RELATED PARTY TRANSACTIONS

The Group, in the mal course of business, has transactions with related parties. The specific

relationships, amount of transaction, account balances, the terms and conditions and the nature

of the consideration to be provided in settlement are shown below.
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Amount/Volume

Outstanding Receivable

Category 2013 2012 2013 2012 Terms Conditions
Receivable from related parties with

common key management
Genwire Manufacturing Corp. 54 318 318 (a) Unsecured, no

(GMC) impairment

54 318 318
Amount/Volume Outstanding Receivable
Category 2012 2011 2012 2011 Terms Conditions
Advances to related parties with

common key manageent
Metro Alliance Holdings and

Equities Corp.NJAHEC) T 105,01t 105, 0 (b) Unsecured, no

impairment
The Wellex Group, Inc. (TWGI 1 3,242,018 77,115,003 80,531,453 (b) Unsecured, no
impairment

Consultancy fee 480,000 427,500 T T (b)

Rental and utilities 246,265 200,337 T T (b)

Wellex Petroleum, Inc. (WPI) T 18,801 2,252,155 2,332,270 (b) Unsecured, no
impairment
726,265 3,888,656 184,427,158 187,923,723
Allowance for impairment 1 T ( 56,413,26( ( 56413,260
726 3,8¢ 128,0: 131, 5:
Amount/Volume Outstanding Payable
Category 2012 2011 2012 2011 Terms Conditions
Payable to related parties with

Common key management
International Polymer Corp.

(IPC) 4,31 4, 3% (c¢) Unsecured

4, 31 4, 3@
Advances from related parties with

Common key management
Diamond Stainless Corp. (DSC 132,8¢« 13528: (d Unsecured
Plastic City Corp. (PCC) 303,621 52,361,317 85,989,376 85,685,755 (d) Unsecured
Philippine Estates Corp. (PHE: T 1,481,203 27,796,391 27,796,391 (d) Unsecured
International Polymer Corp.

(IPC) 1 15,966,437 27,656,991 27,657,991 (d) Unsecured
Kenstar Industrial Corp. (KIC) T 714,948 23,539,858 23,539,858 (d) Unsecured
Rexlon Realty Corp. (RIC) ) T 23,187,370 23,187,370 (d) Unsecured
Pacific Rehouse Corp. (PRC) T T 15,540,753 15,540,753 (d) Unsecured
Ropeman 1 94,200 8,101,20 8,101,207 (d) Unsecured
Asia Pacific Corp. (APC) T T 4,046,257 4,046,257 (d) Unsecured
Concept Moulding Corp. (CMC 556,993 2,545,095 3,102,088 2,545,095 (d) Unsecured

860,614 73,163,200 351,806,514 350,946,900
Advances from stockholders/key

management

Key management and officers 125,000 12,775,000 162,821,938 162,696,938 (e)

985 85, 93

514,6. 513, 6.

(a) Receivable from related parties with common key

The Group pays operating expenses on behalf of GMC and CMGeTaceivables are
normally collected the following year, unsecured,rdBrest bearing and with no guarantee.
The Group has also made offsetting arrangements to settle intercompany receivables and

payables.
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(b) Advances to related parties with commewy knanagement
MAHEC

On November 24, 2009, Philippine Veterans Bank foreclosed land to secure payment of loan of

an affiliate amounting to P88.8 million by virtue of the real estate mortgage, executed by the
Group. The property was sold at an auctiorhohighest bidder Philippine Veterans Bank

which tendered an amount of 71.326 million.
Alliance Holdings and Equities Corp. of 105
settle the affiliate loan with ghbank.

The advances is unsecured, with no definite terms of repayment period and with no guarantee.
The Group did not provide any allowance for impairment for the amount of receivable as the
entire amount is deemed collectible.

TWGI

The Group providd noninterest bearing, unsecured and unguaranteed advances to TWGI. To
settle the outstanding advances, the Group entered into the following contracts with TWGI,
which in return, amounts incurred will be applied to the outstanding advances:

1 Consultanchgr eement for a monthly fee of 22,50
1, 2012, the Agreement was revised and inc
April 2, 2014. Total consultancy fees incurred for the years ended December 31, 2013,
2012amd 2011, amounted to 480, 000, 427,500
O0Professional feesd account in the consol.
Note 14).

T Lease Agreement for the Group6s uilitdsiofce spa
5,000, and storage fee of 1,000 from Apr
incurred in 2013 and 2012, amounted to 15
utilities amounted to 96, 26 hecansotidated8 7, 8 37

statements of comprehensive income (see Note 14).

The Group originally provides allowance for impairment amounting to P56,413,260 as at
December 31, 2013 on advances to TWGI prior to agreements entered to settle the outstanding
advances. Bowance for impairment will be reversed once the unimpaired portion of advances

is substantially collected and upon assessment by the management on the continuity of the
existing agreements.

WPI

The Group initially provides advances to Wellex Petroleinm for payment of its operating
expenses. These advances areintrest bearing, with no definite terms of repayment period
and with no guarantee. The Group did not provide any allowance for impairment for the
amount of receivables as the entire antas deemed collectible. The advances are gradually
settled through cash payment.

(c) Payable to related parties with common key
The related parties pay on the behalf of the Group for its operating expenses. Payable to related

parties are normally settlélde following year through offsetting arrangements and cash
payment. These payable are fioterest bearing, unsecured and with no guarantee.
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(d) Advances from related parties

In prior years, the Group obtained unguaranteed andnterest bearing castlilgzances from

related parties intended to finance its operating expenses, capital expenditures and payment of
outstanding obligations. The Group has not made any arrangement for the terms, security and
guarantee on the advances as the subsidiaries had @eananufacturing operations. The
advances are payable in cash upon settlement depending on the availability of funds. The
Group, however, looks into possibility of offsetting arrangements to settlement the obligation.

(e) Advances from key management

The Group obtains nemterest bearing advances from stockholders and key officers for
working capital purposes. The advances have no guarantee and definite terms of repayment
period. Payment will depend on the availability of funds. This amount are payalaleh upon
settlement.

(f) Collateral properties held by related parties

As at December 31, 2013 and 2012, th
of 254. 09 million were used as col |l
1 and 7).

(g) Other transaction with key management

Directorsd fees paid for the years ended Dec
44, 444, 30,000 and 20,000, respectively.
With the cessation of the subsidiaries commercial operationsinpripe ar s, t he Gr oL

primary source of revenue comes only from interest income from bank deposits. Further, the
Group advanced from related parties to pay i
cash position, the management decided to susgpanébrm of compensation to key

management and officers effective in 2004.

BUSINESS SEGMENT INFORMATION

a) Segment information

The Groupbs operating business segment are o
busi ness act i vanagenest monifohsd¢he Gperatingpedidt of its business units
separately for the purpose of making decisions about resource allocation and performance
assessment. Segment performance is evaluated based on operating profit or loss and is
measured consistdptwith operating profit or loss in the consolidated financial statements.
However, Groupdés financing which includes fi
taxes are managed on a group basis and are not allocated to operating segments.

The Groupha&ae no geographical segment for segment
rates of return are in the same economic and political environment, with the Group is
incorporated and operating in the Philippines.

The Group has only one operating segmenprr e senting the Groupds | e
properties as warehouses to third parties. Operating segments excludes discontinued operations
of the manufacturing operation and mining and oil exploration representing the Parent

Company which is undetevelopment. The Parent Company does not earn revenue or may

earn revenue that is only incidental to activities such as interest income.
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The segment information on reportable segment as follows:

2013 2012 2011

Revenue of reportable segment 10,89 15, 4 18,
Interest income 3,482 9,616 8,910
Other income - - 525,253
Loss on:

Impairment of investment properties - (218,749,85( -

Write-off of investment properties ( 13,718,31¢ - -

Sale of investment properties - ( 18747,000 -
Demolition expense ( 408,61« - -
Depreciation ( 3,357,56% ( 3,735,24: (3,735,241

Allowance for doubtful accounts - -

Operating expenses and other losses ( 7,806,81¢ (109,969,59i (9,922,17C
Finance cost - ( 4,803,691 (3,789,27C
Income tax ( 83,194 ( 154,79¢ (182,010

Segment net income (loss) (14,605,232 (340,720,351 1,637,558
Total segment assets 1,028,702,985 1,116,620,457 1,473,614,59C
Expenditure for nowturrent assets - - 151,786
Total segment liabilities 582, C 601, ¢ 698, (

As at December 31, 2013, 2012 and 2011, the Group has no intersegment revenue to be
reported.

The following reconciliations were provided for additional segment information:

Netincome (loss)

2013 2012 2011
Net income (loss) of reportable segmen  ( 14, ( 340, ° 1, 6
Net loss of nofreportable segment ( 2,598,84¢ ( 2,503,46¢ (2,458,32C

Net loss from discontinued operations (90,658,297 ( 93,466,42C  (26,991,64z
Net loss reported in the consolidated

statements of comprehensiveincome ( 107, ¢ (436, ¢t ( 27,
Assets
2013 2012
Assets of reportable segment 1,028 1,116
Assets of nofrepatable segment 1,387,002,32¢ 1,406,284,37¢
Assets from discontinued operations 457,339,63E 492,308,11¢€
Intercompany receivables eliminated
in the consolidation (11,491,296,09! ( 1,525,769,55!
Assets reported in the consolidated statements of
financial position 1, 381 1, 489
Liabilities
2013 2012
Liabilities of reportable segment 582, ( 601, ¢
Liabilities of nonreportable segment 786,655 769,659
Liabilities from discontinued operations 360,329,73€ 378,253,604
Intercompayw liabilities eliminated in the
consolidation (. 399,493,20¢ ( 437,125,10¢
Liabilities reported in the consolidated statements ¢
financial position 543, ¢ 543, !
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b) Entity-wide information

The Group is domiciled in the Pipipines. All revenues generated are from the Philippines.
The revenue shown above represents the total

As at December 31, 2013 and 2012, the Group has no financial assets reported in the total non
current asets.

LEASES

The Group entered into | ease contracts with
warehouse and building facilities. The lease term ranges from three (3) months to three (3)
years and is renewable under such terms and conditidhe parties may agree, provided that

at least ninety (90) days prior to the expiration of the lease period, the lessee shall inform the
lessor in writing of his desire to renew the lease.

Lease contracts include payment of advance rental by the igsgdeshall be refunded
without interest on the expiration of the lease ortprenination of the lease period, less any
corresponding obligation and damages. Outstanding advances from lessee amounted to

1,702,581 and 1,633,735 as at December 31,
i ncome relative to the | ease amounted to 1,
as at December 31, 2012 as shownhesddaccohoto
Note 11).

The future minimum rental income is as follows:

2013 2012
Due not later than one year 1, 9¢ 1,06
Due more than one year but not more than three years i [
1, 9¢ 1,06
The carrying amount ofthebbudi ngs being | eased out i s 47,

December 31, 2013 and 2012, respectively.
Outstanding balance of receivable from tenants as at December 31, 2013 and 2012 amounted to

1, 174, 4,818,694, respectively (see NoteBjtalr e nt a | i ncome i s 1
15,430,212 and 18,732,086 in 2013, 2012 an

MEMORANDUM OF AGREEMENT WITH AVIDA LAND CORPORATION

On December 17, 2012, PCIC subsidiaries, Pacific Plastic Corp. (PPC), Inland Container Corp.
(ICC), Kenrex Container Corp. (KCC), MPC Plastic Corp. (MPC) and related parties, Plastic

City Corp. (PCC), Westland Pacific Properties Corp. (WPPC), International Polymer Corp.
(I'PC) and Philippine Estates Corp. (PHES) (6
Agreement (MOA) with Avida Land Corp. (ALC) for the development of 167,959 sq. meters of

land located in T. Santiago St., Canumay, Valenzuela City, into residential projects based a
Master Plan determined by ALC.

Under the MOA, the Landowners shall eettansfer and convey the property including all its
rights and interest on the property. The Landowner shall execute the Deed of Conveyance for
the entire or certain portions of property and transfer to ALC full vacant physical possession,
free and cleaof informal settlers, occupants and encumbrances as may be required in
accordance with the development schedule of ALC.
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In consideration for the conveyance by the Landowners of the property, the parties shall
mutually agree on the value for each portdrthe property.

On the same date, PPC entered into a Contract to Sell (CTS) with ALC, for the sale of 25,203

sg. meters of land located in Valenzuela City. The land is covered by the MOA with ALC and

was classified as investment property with a carryggeof 75, 6 09, 000 whi ch i
fair value at the time of sale as determined by the recent appraisal (see Note 7).

The | and was sold for a total purchase price
down payment, which was received duringykar, and with the balance payable in three (3)
equal install ments from 2013 to 2015. PPC re

in 2012 (see Note 15).

Details of installment contract receivable as at December 31, 2013 and 2012 are as follows:

2013 2012
Current
Due after 1 year 38, 2 19,1
Noncurrent
Due on the second year 19,105,632 19,105,632
Due on the third year ] 19,105,632
19,105,632 38,211,264
57,3 57,3

The contract to sell is covered by comats, which among others, include the following:

1 Prior to the payment of the balance of the purchase price, PPC shall not enter into any
agreement to sell, dispose, convey, encumber or, in any manner, transfer or assign,
whether by security or otherwida,P Cés ri ght, title and inte
and whether such transfer shall be made with or without consideration.

9 PPC shall not undertake any acts which may cause delay to the completion of the
transaction or r endepropeAylin@atery.t i t 1l e or cl ai

Upon receipt by PPC of the full payment of the purchase and provided that ALC is not in
violation of the terms of the CTS or upon the request of the ALC, the parties shall execute the
corresponding Deed of Absolute Sale covering ttop&rty substantially in accordance with

the form Deed of Absolute Sale.

As at December 31, 2013, properties covered by the MOA has not been transferred to ALC

pending the resolution of corporate rehabilitation filed by the Group (see Note 1). Acogrdingl
no payment has been made by ALC on the second installment

LOSS PER SHARE

The following table presents information necessary to calculate the loss per share:

2013 2012 2011
Consolidated net loss for the year 107, ¢ 436, ¢ 27, 8
Weighted average number of common
shares outstanding during the year 3,276,045,6371 3,276,045,637 3,276,045,63:
Loss per share P 0.0329 0. 0.
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CONTINGENCIES

On September 7, 1999, the Board of Directors approved the executitmrof@arty real

estate mortgage on the Parent Companyds prop
of 6,678 square meters to secure the loan of Waterfront Philippines, Incorporated, an affiliate,

with the Social Security System (SSS) amounttn§375 million. In 2003, SSS foreclosed the

asset mortgaged in the amountofl 98, 6 39, 000 .

The Parent Company filed a civil case against SSS on the foreclosed property claiming for sum
of money and damages in the amount®®0 million. The case is pending before the Regional
Trial Court of Quezon City as at December 31, 201320i.

The Group also filed several collection cases with third parties for the claims of certain

amounts. Decisions were already reached by the court; however, execution was pending as at
December 31, 2012 and 2011.

NOTES TO CONSOLIDATED STATEMENTS OF CASH FLOWS

Non-cash financing and operating activities consist of:

2013 2012 2011

Settlement of borrowings through
advances from PCC - 57, -

RISK MANAGEMENT POLICIES

The Group is exposed to a variety of financial risk which results from both its operating and
financing activities. The Groupbs ris,k mana
and focuses on actively securing the stenn cash flows by minimizing the exposure to

financial markets.

The Group does not actively engage in the trading of financial assets for speculative purposes
nor does it write options.

The most significantinancial risks to which the Group is exposed to are described below:
a) Credit risk

Credit risk is managed on a Group basis. Credit risk arises from cash, trade and other
receivables, installment contract receivable and advances to related parties.

The maximum credit risk exposure of the financial assets is the carrying amount of the financial
assets shown on the face of statement of financial position (with trade and other receivables and
advances to related parties presented gross of allowanceutatfld@ccounts), as summarized
below:

2013 2012
Cash, excluding cash on hahdote 4 1, 4: 1, 7¢
Trade and other receivables, at net amemate 5 1,800,427 2,507,257
Installment contract receivabilenote 22 57,316,896 57,316,896
Advances to related parties, at net amountte 19 128,013,89¢ 131,510,462

188, ¢ 193,125,22¢
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The credit quality of financial assets is discussed below:
Cash in bank

The Group deposits its cash balance in a commercial and universal bank to minimize credit risk
exposure.

Trade and other receivables

The Group assesses credikris trade accounts receivable for indicators of impairment by
reviewing the age of accounts. Allowance for doubtful accounts had been provided to cover
uncollectible balance. The Group does not hold any collateral as security for these receivables.

Credt risk arising from rental income from leasing of buildings is primarily managed through a
tenant selection process. Prospective tenants are evaluated on the basis of payment track record
and other credit information. In accordance with the provisionseolisase contracts, the

lessees are required to deposit with the Group security deposits and advance rentals which

hel ps reduce the Groupbs credit risk exposur
tenants, the Group has put in place a momitpaind followup system. Receivables are aged

and analyzed on a continuous basis to minimize credit risk associated with these receivables.

Advances to related parties

As at December 31, 2013 and 2012, the Group classifies advances to related pzatied s
but not impaired with exception on certain advances, which the Group has determined to be
past due and impaired and sufficient allowance for doubtful accounts has been provided.

Advances to related parties generally have no specific credit.t€hmasGroup does not hold
any collateral as security on these receivables.

The management continues to review advances to related parties for any legally enforceable
right to offset with liabilities with the expressed intention of the borrower relattiépto

settle on a net basis. The Group also has entered into agreements with related parties for the
settlement of advances, as disclosed in 19. Further, the Group has identified real properties
owned by related parties which can be used to settleutstanding advances.

The aging of financial assets is shown below:

December 31, 201:

Neither past Past due but not impaired
due nor Over Pastdue and
impaired 1-30 days 31-60 days 60 days impaired Total
Cash 1, 4¢ - - - - 1, 4¢
Receivables from:
Trade 694,290 226,077 165,408 88,672 - 1,174,447
Related parties - - - 318,007 - 318,007
Others 278,989 6,529 6,004 16,451 - 307,973
Installment contrac
receivable 38,211,264 - - 19,105,632 - 57,316,896
Advances to
related parties - - - 128,013,898 56,413,260 184,427,158
40, 62 232 171, 147, ¢ 56, 4 244, ¢
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December 31, 201:

Neither past Past due but not impaired
due nor Over Past due anc
impaired 1-30 days 31-60 days 60 days impaired Total
Cash 1, 7¢ - - - - 1, 7¢
Receivables from:
Trade 861,924 519,810 231,338 3,619 1,069,869 2,686,560
Related parties 10,036 3,747 14,370 290,353 - 318,506
Others 279,145 200,162 33,001 59,753 - 572,061
Installment contrac
receivable 57,316,896 - - - - 57,316,896
Advances to
related parties - - - 131,510,463 56,413,260 187,923,722
60, 25 723 278 131, ¢ 57, 4 250, ¢

Certain trade and other receivables and advances to related parties were assessed to be impaired
and all owance for doubtful accounts aountin
2012, has been provided (see Notes 5 and 19).

b) Liquidity risk

The Groupébs policy is to maintain a balance
advances from related parties.

The following table detail srityferagsfitamcalup 6s r e ma
liabilities. The table below has been drawn up based on undiscounted cash flows of financial
liabilities based on earliest date on which the Group can be required to pay.

December 31, 2013 With indefinite  With definite term of maturity
term of Due within More than
maturity one year one year Total

Accounts payable and other
liabilities, excluding value added

tax and other taxes payable - 18,0 - 18,0
Advances from relatedgpties 514,628,452 - - 514,628,452
Advances from lessees - 1,702,581 - 1,702,581

514, ¢ 19,7 - 534, ¢
December 31, 2012 With indefinite  With definite term of maturity
term of Due within More than
maturity one yar one year Total
Accounts payable and other

liabilities, excluding value added

tax and other taxes payable - 18, 4 - 18, 4
Advances from related parties 513,643,838 - - 513,643,838
Advances fromessees - 1,633,735 - 1,633,735

513, ¢ 20,1 - 533,771,108
Substantial portion of the Groupbés financi al

There is no specific terms of advances agreed with the rglatéds. The Group does not

expect to pay its liabilities nor expect related parties to collect within twelve (12) months after
the reporting date. Furthermore, advances from affiliates and stockholders were settled through
assignment and offsetting amatig Group.
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27.

CATEGORIES AND FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

a) Categories and fair value of financial assets and liabilities

The carrying amounts and fair values of the categories of assets and liabilities presented in the

consolidatecgtatement of financial position are shown below:

2013 2012
Carrying Carrying
value Fair value value Fair value
Financial assets classified as
loans and receivables
Cash, excluding cash on hanc 1, 4: 1, 4: 1, 7¢ 1, 7¢
Trade and other receivables 1,800,427 1,800,427 2,507,257 2,507,257

Installment contract receivable 57,316,896 61,744,626 57,316,896 61,744,626
Advances to related parties 128,013,89¢ 128,013,89¢ 131,510,46% 131,510,465
188, ¢ 192, ¢ 19A&223 197, 5

2013 2012
Carrying Carrying
value Fair value value Fair value

Financial liabilities classified

as other financial liabilities
Accounts payable and other

liabilities, excluding VAT

and other taxes payable 18,063,53 18,063,537 18,493,535 18,493,535
Advances from related parties 514,628,452 514,628,452z 513,643,83¢ 513,643,83¢
Advances from lessees 1,702,581 1,702,581 1,633,735 1,633,735

534,394,57C 534,394,57C 533,771,10¢ 533,771,10¢

b) Fai value estimation

The methods and assumptions used by the Group in estimating the fair value of the financial
instruments are as follows:

Financial assets

Cash and trade and other receivabllbe carrying amounts of cash and trade and other
receivable approximate fair values due to relatively sttertn maturities.

Advances to related partie3 he fair value of advances to affiliates and stockholders is not
reasonably determined due to the unpredictable timing of future cash flows.

Installment cotract receivablé The carrying amount of instalment contract receivable
approximates is fair value as this receivable isinterest bearing.

Financial liabilities

Accounts payable and other liabilitie$he carrying amounts of accounts payable ahdrot
liabilities approximate fair values due to relatively skiertn maturities.

Advances from lessee§ he fair value of advances from lessees is not reasonably determined
due to the unpredictable future cash outflow as refund for these amounts. Cptiresa
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28.

29.

advances were applied by tenants to rental.

Advances from related partie3 he fair value of advances from affiliates and stockholders is not

reasonably determined due to the unpredictable timing of future cash flows.

c) Fair value hierarchy

The different fair value valuation methods are fully disclosed in Note 2.

As at December 31, 2013 and 2012, the Group has no financial assets or liabilities whose fair

value is measured by valuation method under Levels 1, 2 and 3.

CAPITAL RISK MANAGEMEN T

TheGr o uopjéctives when managing capital are to safeguar@®theo uapiliygo continue

as a going concern, so that it can continue to provide returns for stockholders and to maintain an

optimal capital structure to reduce the cost of capital.

The Group defines capital as share capital and deficit for the purpose of capital management.

Consistently with others in the industry, tBeoupmonitors capital on the basis of the gearing
ratio. This ratio is calculated as net debt divided by totatalapgNet debt is calculated
as total borrowings (including accounts payables and other liabilities, advances from related

parties as shown in the consolidated statement of financial position) less cash. Total capital is

calculated as Equity as shown i ttonsolidated statement of financial position plus Net debt.

During 2013, the Groupb6s strategy, which

and D12 were as follows:

2013 2012
Accounts payable and other liabilities 26,5 27,5
Advances from lessees 1,702,581 1,633,735
Income tax payable 344,916 T
Advances from related parties 514,628,452 513,643,838
Retirement benefits obligatn 458,700 664,660
Gross debt 543,691,862 543,524,03¢
Cash ( 1,459,56¢ (1,810,607
Net debt 542,232,295 541,713,42€
Total equity 838,056,98¢ 945,919,361
Total capital 1,380,289,28z 1,487,632,787
Gearing ratio 39.28% 36.41%

The statusof he Gr oupds operation and

RECLASSIFICATION

Certain accounts in 2012 consolidated financial statements were reclassified to conform to the

current yeards presentation.

management

The Group has reclassified advancesrfiessee amounting to P1,633,735 in 2012 from non

current liabilities to current liabilities as lease agreements with tenants were converted to short

term lease (see Note 21).The reclassification does not affect the total assets, liabilities and

equity peviously presented in the consolidated financial statements.
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Diaz Murillo Dalupan
and Company
Certified Public Accountants

Audit Report on Additional Components of the
Consolidated Financial Statements

To the Board of Directors and Stockholders of

WELLEX INDUSTRIES, INCORPORATED AND SUBSIDIARIES
22™ Floor, Citibank Tower, 8741 Paseo de Roxas,

Makati City

We have audited the accompanying consolidated financial statements of Wellex Industries, Incorporated
and Subsidiaries as at and for the year ended December 31, 2013, on which we have rendered the attached
report dated April 7, 2014. The supplementary information shown in the Appendix A — C and Schedules A -
H, as additional component required by Rule 68, Part I, Section 4 of the Securities Regulation Code, is
presented for purposes of filing with the Securities and Exchange Commission and is not a required part of
the basic financial statements. Such information is the responsibility of management and has been subjected
to auditing procedures applied in the audits of basic financial statements. In our opinion, the information has
been prepared in accordance with Rule 68 of the Securities Regulation Code.

Diaz Murillo Dalupan and Company

Tax Identification No. 003-294-822
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CPA Certificate No. 29084

SEC Accreditation No. 1089-AR-A, Group A, effective until March 25, 2017
Tax Identification No. 104-576-953

PTR No. 4244796, January 17, 2014, Makati City

BIR Accreditation No. 08-001911-7-2013, effective until April 1, 2016
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
APPENDIX A T FINANCIAL SOUNDNESS
DECEMBER 31, 2013 and 2012

2013 2012
Profitability ratios:
Return on assets Nil Nil
Return on equity Nil Nil
Gross profit margin 30.76% 50.16%
Net profit margin Nil Nil
Solvency and liquidity ratios:
Current ratio 171.03% 102.69%
Debt to equity ratio 64.88% 57.46%
Financial leverage ratio:
Asset to quity ratio 1.65% 1.57%
Debt to asset ratio 39% 36%
Interest rate coverage ratio Nil Nil
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
APPENDIX B 1 MAP OF CONGLOMERATE OR GROUP

OF COMPANIES WIT

HIN WHICH THE COMPANY BELONGS

DECEMBER 31, 2013 and 2012

Wellex Industries, Inc.
(Ultimate Parent)

Philfoods Asia, Inc.
(WIN Subsidiary)

Plastic City Industrial Corp.
(WIN Subsidiary)

Pacific Plastic Corp.
(PCIC Subsidiary)

Weltex Industries Corp.
(PCIC Subsidiary)

Kennex Container Corp.

(PCIC Subsidiary)

Rexlon Industrial Corp.
(PCIC Subsidiary)

Inland Container Corp.
(PCIC Subsidiary)

MPC Plastic Corp.
(PCIC Subsidiary)
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES

APPENDIX C 7 STANDARDS AND INTERPRETATIONS EFFECTIVE

AS AT DECEMBER 31, 2013

PHILIPPINE FINANCIAL REPORTING STANDARDS AND Adopted Not Not
INTERPRETATIONS Adopted | Applicable
Effective as of December 31, 2013
Framework for the Preparation and Presentation of Financial
Statements a
Conceptual Framework Phase A: Objectives amlitative
characteristics
PFRSs Practice Statement Management Commentary a
Philippine Financial Reporting Standards
PFRS 1 First-time Adoption of Philippine Financial Reporting a
(Revised) |Standards
Amendments to PFRS 1 and PAS 27: Cost of an Invest a
in a Subgliary, Jointly Controlled Entity or Associate
Amendments to PFRS 1: Additional Exemptions for Firs a
time Adopters
Amendment to PFRS 1: Limited Exemption from a
Comparative PFRS 7 Disclosures for Fiiste Adopters
Amendments to PFRS $evere Hyperinflation and a
Removal of Fixed Date for Firsime Adopters
Amendments to PFRS Government Loans a
PFRS 2 |Sharebased Payment a
Amendments to PFRS 2: Vesting Conditions and a
Cancellations
Amendments to PFRS 2: Group Ga®ttled Sharbased a
Payment Transactions
PFRS 3 Business Combinations a
(Revised)
PFRS 4  |Insurance Contracts a
Amendments to PAS 39 and PFRS 4: Financial Guarar a

Contracts
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND Adopted Not Not
INT ERPRETATIONS Adopted | Applicable
Effective as of December 31, 2013
PFRS 5 Non-current Assets Held for Sale and Discontinued a
Operations
PFRS 6 |Exploration for and Evaluation of Mineral Resources a
PFRS 7  |Financial Instruments: Diosures a
Amendments to PFRS 7: Transition a
Amendments to PAS 39 and PFRS 7: Reclassification a
Financial Assets
Amendments to PAS 39 and PFRS 7: Reclassification a
Financial Assets Effective Date and Transition
Amendments to ARS 7: Improving Disclosures about a
Financial Instruments
Amendments to PFRS 7: Disclosurégansfers of a
Financial Assets
Amendments to PFRS 7: Disclosuie®ffsetting Financia a *
Assets and Financial Liabilitiggffective January 1, 2014
Amendments to PFRS 7: Mandatory Effective Date of
PFRS 9 and Transition Disclosuietfective January 1, a*
2015)
PFRS 8 |Operating Segments a
PFRS 9 Financial InstrumentéEffective January 1, 2015) ar
Amendments to PFRS 9: Mandatory Effee Date of
PFRS 9 and Transition Disclosui@sfective January 1, a*
2015)
PFRS 10 |Consolidated Financial Statements a
PFRS 11 |Joint Arrangements a
PFRS 12 |Disclosure of Interests in Other Entities a
PFRS 13 |Fair Value Measurement a

* Not earlyadopted
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND Adopted Not Not
INTERPRETATIONS Adopted | Applicable
Effective as of December 31, 2013
Philippine Accounting Standards
PAS 1 Presentation of Financial Statements a
(Revised) . -
Amendment to PAS 1: Capital Disclosures a
Amendments to PAS 32 and PAS 1: Puttable Financial a
Instruments and Obligations Arising on Liquidation
Amendments to PAS 1: Presentation of Items of Other a
Comprehensive Income
PAS 2 Inventories a
PAS 7 Statement of Cash Flows a
PAS 8 Accounting Policies, Changes in Accounting Estimates a
Errors
PAS 10  |Events after the Balance Sheet Date a
PAS 11 Construction Contracts a
PAS 12 Income Taxes a
Amendment to PAS 12Deferred Tax: Recovery of a
Underlying Assets
PAS 16 Property, Plant and Equipment a
PAS 17 Leases a
PAS 18 Revenue a
PAS 19 Employee Benefits a
Amendments to PAS 19: Actuarial Gains and Losses, a
Group Plans and Disclosures
PAS19 Employee Benefits a
(Amended)
PAS 20 Accounting for Government Grants and Disclosure of a
Government Assistance
PAS 21 The Effects of Changes in Foreign Exchange Rates a
Amendment: Net Investment in a Foreign Operation a
PAS 23 Borrowing Costs a
(Revised)

* Not earlyadopted
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND Adopted Not Not
INTERPRETATIONS Adopted | Applicable
Effective as of December 31, 2013
PAS 24 Related Party Disclosures a
(Revised)
PAS 26 Accounting ad Reporting by Retirement Benefit Plans
PAS 27 Separate Financial Statements
(Amended)
PAS 28 Investments in Associates and Joint Ventures a
(Amended)
PAS 29 Financial Reporting in Hyperinflationary Economies a
PAS 31 Interests in dint Ventures a
PAS 32 Financial Instruments: Disclosure and Presentation a
Amendments to PAS 32 and PAS 1: Puttable Financial
Instruments and Obligations Arising on Liquidation
Amendment to PAS 32: Classification of Rights Issues
Amendments to PAS 32: Offsetting Financial Assets an a *
Financial Liabilities(effective January 1, 2014)
PAS 33 Earnings per Share a
PAS 34 Interim Financial Reporting a
PAS 36 Impairment of Assets a
PAS 37 Provisions, Contingent Liabilgs and Contingent Assets a
PAS 38 Intangible Assets a
PAS 39 Financial Instruments: Recognition and Measurement

Amendments to PAS 39: Transition and Initial Recognit
of Financial Assets and Financial Liabilities

Amendments to PAS9: Cash Flow Hedge Accounting o
Forecast Intragroup Transactions

Amendments to PAS 39: The Fair Value Option

Amendments to PAS 39 and PFRS 4: Financial Guarar
Contracts

* Not earlyadopted
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PHILIPPINE FINANCIAL REPORTING ST ANDARDS AND Adopted Not Not
INTERPRETATIONS Adopted | Applicable
Effective as of December 31, 2013
PAS 39 Amendments to PAS 39 and PFRS 7: Reclassification a
Financial Assets
Amendments to PAS 39 and PFRS 7: Reclassification a
Financial Asset$ Effective Date and Transition
Amendments to Philippine Interpretation IFRECand PAS
39: Embedded Derivatives
Amendment to PAS 39: Eligible Hedged Items
PAS 40 Investment Property a
PAS 41  |Agriculture a
Philippine Interpretations
IFRIC 1 Changes in Existing Decommissioning, Restoration an( a
Similar Liabilities
IFRIC 2 Members' Share in Goperative Entities and Similar a
Instruments
IFRIC 4 Determining Whether an Arrangement Contains a Leas a
IFRIC 5 Rights to hterests arising from Decommissioning, a
Restoration and Environmental Rehabilitation Funds
IFRIC 6 Liabilities arising from Participating in a Specific Market a
Waste Electrical and Electronic Equipment
IFRIC 7 Applying the Restatement Approagider PAS 29 a
Financial Reporting in Hyperinflationary Economies
IFRIC 8 Scope of PFRS 2 a
IFRIC 9 Reassessment of Embedded Derivatives a
Amendments to Philippine Interpretation IFRECand PAS a
39: Embedded Derivatives
IFRIC 10 |Interim Financial Reporting and Impairment a
IFRIC 11 |PFRS 2 Group and Treasury Share Transactions a
IFRIC 12 |Service Concession Arrangements a
IFRIC 13 |Customer Loyalty Programmes a
IFRIC 14 |The Limit on a Defined Benefit Asset, Minimum Fling a
Requirements and their Interaction
Amendments to Philippine Interpretations IFRIZ, a

Prepayments of a Minimum Funding Requirement
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PHILIPPINE FINANCIAL REPORTING ST ANDARDS AND Adopted Not Not

INTERPRETATIONS Adopted | Applicable

Effective as of December 31, 2013

IFRIC 16 |Hedges of a Net Investment in a Foreign Operation a

IFRIC 17 |Distributions of Norcash Asset® Owners a

IFRIC 18 |Transfers of Assets from Customers a

IFRIC 19 |Extinguishing Financial Liabilities with Equity Instrumer a

IFRIC 20 |Stripping Costs in the Production Phase of a Surface M a
(effective January 1, 2013)

SIC-7 Introduction of the Euro a

SIC-10 Government AssistanceNo Specific Relation to Operatir a
Activities

SIC-12 Consolidation Special Purpose Entities a
Amendment to SIG 12: Scope of SIC 12 a

SIC-13 Jointly Controlled Entities Non-Monetay Contributions a
by Venturers

SIC-15 Operating LeasesIncentives a

SIC-21 Income Taxes Recovery of Revalued Neepreciable a
Assets

SIC-25 Income Taxes Changes in the Tax Status of an Entity o a
Shareholders

SIC-27 Evaluatingthe Substance of Transactions Involving the a
Legal Form of a Lease

SIC-29 Service Concession Arrangements: Disclosures. a

SIC-31 Revenue Barter Transactions Involving Advertising a
Services

SIC-32 Intangible AssetsWeb Site Costs a

113




WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
SCHEDULE AT FINANCIAL ASSETS
DECEMBER 31, 2013

Valued based on
market quotation at
end of reporting

period

Number of shares orf Amount shown in the
principal amount of | statemenbf financial
bonds and notes position

Name of issuing entity
and associate of each
issue

Income received an(
accrued

Not Applicable

WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
SCHEDULE B 1 AMOUNTS RECEIVABLE FROM DIRECTORS, OFFICERS, EM PLOYEES,
RELATED PARTIES AND PRINCIPAL STOCKHOLDERS (OTHER THAN RELATED PARTIES)
DECEMBER 31, 2013

Name and Balance at Balance at
designation of | beginning of Amounts Amounts end of
debtor period collected written-off Current Non-Current period

Not Applicable
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
SCHEDULE C 1 AMOUNTS RECEIVABLE FROM RELATED PARTIES
WHICH ARE ELIMINATED DURING THE CONSOLIDATION OF
FINANCIAL STATEMENTS

DECEMBER 31, 2013

Balance at
beginning of | Amounts Amounts Balance at end
Name and designation oébtor period collected | written-off Current | Non-Current of period
Direct Subsidiaries
Plastic City Industrial
Corporation 34,966,420 - - - 34,966,420 34,966,420
Philfoods Asia, Incorporated 52,454,878 - - - 52,519,278 52,519,278
Indirect Subsidiaries (PCIC
Subsidiaries)
Pacific Plastic Corporation 15,478,754 - - - 9,110,211 9,110,211
Kennex Container Corporatior 34,380,744 - - - 34,380,744 34,380,744
Inland Container Corporation 38,715,445 - - - 38,715,445 38,715,445
Weltex Industries Corporation 14,666,623 - 14,666,623 - - -
MPC Plastic Corporation 2,033,573 - 2,033,573 - - -
192,696,437 - 16,700,196 - 169,692,098 169,692,098
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
SCHEDULE D1 INTANGIBLE ASSETS - OTHER ASSETS

DECEMBER 31, 2013

Charged to Other charges
Beginning Additionsat cost and Charged to additions Ending
Description balance cost expenses | other accounts (deductions) balance
Miscellaneous and
refundable deposit 180,844 - - - - 180,844

WELLEX INDUSTRIES INCORPOR ATED AND SUBSIDIARIES
SCHEDULE E i LONG TERM DEBT
DECEMBER 31, 2013

Amount show under
capt i o-ermi L
debt o un t
statement of financial
position

Amount shown under
caption ACur
l ong term deg

statement of financial

position

Title of issue and type of
obligation

Amount authorized by
indenture

Not Applicable
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES

SCHEDULE F i INDEBTEDNESS TO RELATED PARTIES (LONG TERM LOANS

FROM RELATED COMPANIES)
DECEMBER 31, 2013

Balance at beginning

Balance at end

Name of related party of period of period
Affiliates
Diamond Stainless Corporation 132,846,223 132,846,223
Plastic City Corporation 85,685,755 85,989,376
Kenstar Industrial Corporation 23,539858 23,539,858
Philippine Estates Corporation 27,796,391 27,796,391
Rexlon Realty 23,187,370 23,187,370
International Polymer Corporation 27,657,991 27,656,991
Asia Pacific Corporation 4,046,257 4,046,257
Concept Moulding Corp. 2,545,095 3,102,088
Ropeman 8,101,207 8,101,207
Stockholders
Pacific Rehouse 15,540,753 15,665,753
Key officers 162,696,938 162,696,938
513,643,838 514,628,452
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
SCHEDULE G 7 GUARANTEES OF SECURITIES OF OTHER ISSUERS
DECEMBER 31, 2013

Name of issuing entity
of securities guarantee
by the Company for

Title of issue of
each class of

Total amount

Amount owned by

whichthis statement is securities guaranteed and person for which
filed guaranteed outstanding statement is filed | Nature of guarante
Not Applicable
WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
SCHEDULE H i CAPITAL STOCK
DECEMBER 31, 2013
Number of
shares issued

and outstanding  Number of

as shown undel shares reverse(
related for options,

Number of statement of warrans, Number of Directors,
shares financial conversion and| shares held by, officers and
Title of issue authorized position caption| other rights related parties| employees Others
Commonshares  3,500,000,000 3,276,045,637 - 10,000 1,858,418,432 1,417,617,205
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InterinFinancial Statements forRéeod Ended
June30 20% and 223

(Unaudited)
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 11

OF THE SECURITIES REGULATION CODE AND SECTION 141
OF THE CORPORATION C ODE OF THE PHILIPPINES

For the Quarterly Period ended June 30, 2014

SEC Identification Number: 11790 Im 'C“T“ [2 o msw
E
BIR Tax Identification No.: 003-946-426 UL . F]WZ(]MJ
*‘5 T "\“‘ / )

WELLEX INDUSTRIES, INC.
Exact name of registrant as specified in its charter

Metro Manila, Philippines
(Province, country or other jurisdiction of incorporation or organization

(SEC Use only)
Industry Classification Code

35" Flr. One Corporate Center, Dofia Julia Vargas cor. Meralco Aves., Ortigas Center, Pasig City
Address of principal office

Telephone No. (02) 706-7888
Registrant's telephone number, including area code

None
Former name, former address, and former fiscal year, if changed since last report.
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10.

11.

12.

13.

14.

Securitesregistered pwsuanto Sedbns4 and &f the BA:

Title of EachClass No. ofShares ofComnon StockQutganding:
and Amount of Debt Outanding

Common Sheesi P1.00 pavalue Issued- P3,276,045,637.00

Are anyorall ofthese securtieslistedon the Hilippine ®ckExchame?

Yes[ x] No. [ ]

Check wheter theagistant:

(a) hasfiledal reportsreqgired tobe filedby Section17 of theSRC and SRC Rule 17
thereundeor Section11ofthe RSA andRSA Rule 11(3-1 thereundeband Sections 26
and141 offheCorporabnCodeofthe Phiippnesduringhe preeding 12ronhs (orfor
such shorteperod thatthe egistramivasrequiredo fle such repds);

Yes [ x] No [ ]

(b) hasbeen subject tosuch filing requirenentsfor thepast 90days.

Yes [ x] No [ ]

The agggatemarketvalie of thevotingstak held bynan-afiliates: P120,64,73700

Not Appitalde
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PAR |- FINANCAL NFCRMATION

Item 1. Fancial Satemerts

See Annex At@ A.5and theaccompayingnotedo fhartialstatenents

Item 2. ldhagemetd Biscussion andAnalysis of Fnancial Condition andResults of Operatins

(Amounts n Php 6000)
Unaudited Income Statement Apr.3Jun. 2014| Apri Jun. 2013 Jar;.gl.ldlrm. Ja%i]?t’m.
Rental Income 4,135 2,497 6,926 5,003
Less: Cost and Expenses 2,835 2,897 5,211 5,803
Gross Profit 1,300 ( 400 1,715 ( 800
Income Tax Expense 24 21 24 21
Net Income from Continuing Operati 1,276 ( 421 1,691 ( 821
Loss From Discontinued Operations (4,402 (10,212 (8,405 (19,822
Total Net Loss For the Period (3,126 ( 10,633 (6,714 ( 20,643
Earnings (Loss) Per Share (P 0.0008 (P 0.0029 (P 0.0018 (P 0.0055
June 30 (Amounts in

Unaudited Balance Sheet 2014 2013
Current Assets 50,746 29,282,
Advances to Affiliates 126,099 124,773
Investment Properties 700,345 716,762
Investment in a Joint Venture 393,183 393,183
Property, Plant and Equipimeet 85,007 161,078
Installment contract receivatbacurrent 19,105 38,211
Other Assets 181 181

Total Assets 1,374,66¢ 1,463,47(
Current Liabilities 32,258 45,512
NonCurrent Liabilities 511,065 492,682
Stockhol dersé Equ 831,343 925,276

Total Liabilities and Equity 1,374,66¢ 1,463,47(
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Quaterendedlune 302014 as compared withquaterended Jun80, P13

As of the garter edng June30, 2014, thearpaw has ceased commercial productiomndis
dismsedto lease out its warehowse facilitiesT otal revenie recordedfor the secondyarter of 2014
amoured to P6.9llion as compared to the same quarter of 2013 amountingaiooPaumiiticrease of
P1.9 million or 38%.

Pacific Plastic Corp., a Plastic City Industrial Corp. (PCIC) subsidiary, entered into a Contract to
(CTS) with Avida Land Corp. last December 17, 2012, for the sale of its 25,203 sq. meter$dflfand located
compound. Consequently, rental contracts with tenants/lessees on such-tegamateditpreninated as
of December 31, 2012 which contributed also to the decrease on the rental income for the second quar
2014.

Earnings per shamemparison for the quarter ended June 30, 2014 and 2013 are (P0.0018) and
(P0.0055), respectively.

As of June 30, 2014, there are ten (11) companies leasing inside the PCIC compound occupying nine

(19) areas. List of companies are as follows:

Monthly Rental Incom
No. Name bLessee Co. Bldg. No. | Areainsgm| Contract Period | (Exclusive of 12% VA
Php
1 | San Miguel Packaging Specialists, In ICC 45C 2,340 11.01.1304.30.14 117,000.0
2 | San Miguel Packaging Specialists, In ICC 32 3052 09.01.18 02.28.15 152,600.0
3 | Ginebra San Miguel, Inc. ICC 25 1,476 01.01.14 12.31.14 81,180.0¢
4 | Ginebra San Miguel, Inc. ICC 24 1,476 01.01.14 12.31.14 81,180.0(
5 | Ginebra San Miguel, Inc. ICC Office 1 01.01.1412.31.14 9,345.79
6 | Gineba San Miguel, Inc. ICC open yard 1,500 01.01.14 12.31.14 40,185.0(
7 | Ginebra San Miguel, Inc. ICC | 27 open spac 800 01.01.14 12.31.14 21,432.0(
8 | Ginebra San Miguel, Inc. ICC Office 2 01.01.1412.31.14 9,345.79
9 | SMYP&Manila Glass Plant ICC 22A 1,134 03.15.14 07.30.14 56,700.0¢
10 | SMYP@MJanila Glass Plant ICC 22B 1,134 04.05.14 07.30.14 56,700.0¢
11 | SMYP@anila Plastic Plant ICC 33 3,052 02.15.14 08.15.14 145,000.0
12 | New Pro Manufacturing & Industrial { KCC 39A 1,244 07.13.1807.14.14 52,500.0(
13 | Sta. Rita 168 Builders Corp. KCC 15 1,100 01.31.1407.31.14 55,000.0(
14 | Carter Industrial Corp. KCC 19 1,050 04.01.14 03.31.15 99,000.0¢
15 | Apo Global Cosmetic Depot, Inc. PPC 35A 288 12.15.1809.15.14 15,840.0(¢
16 | Big humb Enterprises PPC | 23 open spac 35 01.01.14 12.31.14 1,691.04
17 | San Miguel Brewery, Inc. PPC | Shipping yarg 1,430 05.01.18 12.31.14 49,962.41
18 | San Miguel Brewery, Inc. PPC 23 3,105 05.01.1812.31.14 216,969.64
19 | Polymiles Marketing PPC 26 524 01.02.14 07.30.14 26,200.0¢
Cost andExpenses forthesecondjuarteof 2014 anountedo P5.2 million. Thanmountwas
recordd andmainlyattrbutatte to e follawing.
1. Direct cost consists of depreciation expense, repairs and maintéyaseejcescand

property taxes. Total direct cost recorded for the second quarter of 2014 amounted to P
3.2million as compared to P3.8 million of 2013 or a decrease of P0.60 million or 16% due to

lesser repairs maid as of the quarter.
2. Securitysavices accaunt recordetbrthe secondjuaterof 2014moutedtoP1.6million,
same amount as last year.

3. Taxesand icerses degeasedby P68,352 or 19% for the second quarter of 2014 compared to

the same quarter of 2013 due to lesser property taxasyahiel guarter.

4, TotalCommisson expanse recordedorthe quarteendedJune30, 2014 was P256,602.
Corolaryto rentalinmme,a 35% commissionis givento agentsshowereableto close a
leasing agreenent. With this incetiive, the companyis expecting rertal inmmeto goon an
upswingmove for thenext fewmonis.
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Somecost redictionmeasuies wereimplenmentedwhich somehowoftertheimpact of theincreses
enumertad alove.

Performance Indicators

As the Parer@@ompay is still in the process studising with potential investors for its oil and mineral
exploratiorgnd its subsidiaries, PCIC and Philfoods, ceased its manufacturing operations since 2002 du
Asian crises and stiff business competition and had leased out its builtiedstacifitiestermines their
perfamance onhe fdloningfive (5) ley performace indiators:

1. RevenueGramhi thecompnygauge its perfemarceshby deterrimingRentalincame ad the omber
of tenats forlte year. For the 2nd quarter of 2014, the gdmpan average of P364,531 rental
income per tenant or a decrease of P20,342 as compared to 2nd quarter of 2013. As the company
terminates some of its lease contracts with previous tenants resulted by the sale of the land with ALC
rates were raised ¢wer direct expenses.

2. Receiwables - the company assesses collection of receivables and management of credit by determining
the past due ration done thru the aging of receivables. For the second quarter of 2014, ratio of past dut
receivables to totabtantding was 22% compared to 40% on the second quarter of 2013.

3. GrosdrofitMargn thisis daivedby dividing be gras prdit o/er be reenuesamant. Second quarter
of 2014 has a gross profit margin of 54% as compared to 30% on the sfé@f¥iBglramtease is
attributable to lesser repairs and maintenance incurred for the current quarter.

4, WoakingCapitd- to neet theobligdions of thearpary, itismeasted bydetemningcurent asets
over curent dligaions. Working capital rédiosecond quarter of 2014 was 157% as compared to
64% on the second quarter of 2013. Increase is attributable to the classification of previously recorde
noncurrent portion of installment contract receivable as current.

5. Advarces by the Afliates- thisisto detemine,howmuchthe obligations of the company of which are
the affiated mmpaiesare te respisible in payingthose liabilities.

Furtheridausson ofacaountsofwhichregsteredan increased or dcreasd bys5%ormae fdloas:

Accounts Receivable. Trade receivables include rental receivables amounting to P2,086,389 and
P1,618,427 for the quarters ended June 30, 2014 andr2@iS3ease of P467,962 or 29%. This is due to
increase in rates of rental and increase on the nunalvgs dri¢he quarter. Rental receivables are collectible
monthly based on terms of the contract.

Other receivables include advances to employees and reimbursable utilities expenses from PCIC subsi
tenants. The credit quality and aging of tradeareteivables are fully disclosed in Annex A.5 under Note 25 of
Notes to Consolidated Financial Statements.

Installment contract receivaies account pertains to receivable from Avida Land Corp. (ALC) in
connection with the Contract to Sellef@di®y by Pacific Plastic Corp. (PPC), a PCIC subsidiary, and ALC last
December 17, 2012, for the sale of 25,203 sgm of land located in Valenzuela City. The land is covered by tr
with ALC and was classified as investment property with aveaofyingsy@09,000 which is equal to its fair
value at the time of sale as determined by the recent appraisal (see Annex A.5 under Note 7 and 22 of N
Consolidated Financial Statements for full disclosure).

The land was sold for a total purchas# pt&:685,440 (inclusive of VAT) payable in 10% down payment, which
was received in 2012, and the balance payable in three (3) equal installments from 2013 to 2015. PPC recc
loss on sale amounting to P18,747,000 in 2012. As at June 30, 20d4reerd @Oftion of installment contract
receivable amounted to P38,211,264 and P19,105,632, respectively. As at June 30, 2014, properties cove
MOA has not been transferred to ALC pending the resolution of corporate rehabilitation giled by the C
Accordingly, no payment has been made by ALC on the second installment.
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Prepaidxpaise andthercurrent sses. Thisaccount icreasedbyP934,435 or 13% duestmgnition of
creditable withholding taxes and input VAT incurred for the quarter.

Thecarrying amounts of the creditable withholding tax and input taxes are reduced to the extent that they are r
probable that sufficient income tax due and revenue subject to VAT, respectively, will be available to allow all
the creditabl@thholding and input taxes to be utilized.

As at June 30, 2014 and 2013, respectively, no provision for impairment has been recorded since mane
believes that the accounts are fully realizable.

Advarces to Related Partiégincreased by 1% was caused bythe reogrition of additionalaed
re@valdes. The Group, in the normal course of business, has transactions with related parties. Receivables
related parties with common key management are normally collected the following peamtenssicured,
bearing and with no guarantee. Transactions within the quarter arise from paying operating expenses on b
related parties.

Propertyplait andequpment Thesearecansists manly of land buildingsand varias equipnentsof
PACsubsidiares and il foadsused for e mawufacturingof gastic prodictsand foodrocessing.

The Groupdbs machinery and equi pment were reval ue
valuation was determined by reference to marketttai ons on ar més | ength ter |
direct sales comparison approach. The revaluation of machinery and equipment resulted to recovery of pre
recognized impairment loss of P33,659,547 in 2009.

In 2013, the management asséisaethe fair value of machineries and equipment to be lower than its cost
based on physical condition, economic performance of the assets when put into use and current market
based on recoverable amount or offered sales prices to intereBtedibeyersie cost of machineries and
equipment amounted P63,790,634. Decrease in book value was due to depreciation recorded for the ©
amounting to P6,992,052.

Accouts Payabke. Thisaccountansists of trade payable to varias supiers of PAC subsidiares,
VAT payable and other taxes payable, deferred rental and othAnpaystblesorded as of June 30,
2014 and 2013 were P30.2M and P43.8M, respeciivelc r ease i s mainly due t
payable and advances from affilldtescarrying amounts of accrued expenses and other current liabilities,
which are expected to be settled within the next twelve months from reporting period, is a reason:
approximation of its fair value.

Advarces fom Affiaes andStockholdersAcaourt. A total amant of B10Mwere recored for the
secondjuarteof 204 as compared to P492M for the second quarter of 2013, or an increase of P18M or 4% d
to additional advances during the quarter.

In prior years, the Group obtained unguaradteedrderest bearing cash advances from related parties
intended to finance its operating expenses, capital expenditures and payment of outstanding obligations
Group has not made any arrangement for the terms, security and guarantee @ ttie siNrtiesies

has ceased its manufacturing operations. The advances are payable in cash upon settlement depending c
availability of funds. The Group, however, looks into possibility of offsetting arrangements to settle the obligat

The Groupbtains naimterest bearing advances from stockholders and key officers for working capital purpose
These advances have no guarantee and definite terms of repayment period. Payment will depend or
availability of funds. This amount are payableipooasettiement.

Advarces from lessee Amountrecorded fothe agarters ended June 30, 2014 andi@2®1 and
P1.7M, respectively or an increase of PO.3Mlwe 18%ew lease contracts signed up for the quarter.

The Group entered into lease @oott s wi t h various tenants for the
facilities. The lease term ranges from three (3) months to three (3) years and is renewable under such tert
conditions as the parties may agree, provided that atye¢)miays prior to the expiration of the lease
period, the lessee shall inform the lessor in writing of his desire to renew the lease.

Lease contracts include payment of advance rental by the lessee which shall be refunded without interest
expiation of the lease ortgrenination of the lease period, less any corresponding obligation and damages.
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() Summay of Mateial Trends,Events andncetainies

Philfoods Incoporated

Philfods stated commercial operabn in 2000, suspered it in 2002. Managmentis loding for possibke
partners toperate itfacilities. The eqity method oécwounting for this investmentvas disontinued, its Isses
having eceeed the ostofinvestment. 112003, Philfoals also rerewedthe reaverdlity of itspropety, plant
andequpmentnd reamgrized in its statanentof operatios, an impaimmentloss amouringto P 139M; which
wasindudednthe consdidaed acunulatedmpairmet lossof PL36.3.

PlasticCity Industial Corporation andts Subsidiaries

PCICandits sulsidiaieshave ceased manufacturingeaatios buthae leasedout beirwarelouse feclities.

OnCctobeR8, P10, FICsutsidiares (narelylCG PRCand KCQ withcertin afiliates jontlyfileda pdition
for corpate relbiitaionin order to néve itsmandactuiing operaars. Detais of he ehablitaion werefully
diglosed in Annex A.5 undéde 1 of the NotesGonsolidatddnancialStaements.

(i) Events thawill TriggerDirect of Contingent Finacial Obligation

Sincethe Plastic City Industrial Corporatioand Philfaxds Incorported ceasedn manufacturiraperéonthere
are no everts thatwill triggerdirectof contngentfinarcial odigaion thatis maerialto Welex Industries Inc
incudinganydefalt or @cdergtionofan doligaion.

(Please see lhe nogsin Annex A.5 for the Not€visdidaed Fharcial Statemert.)

(i) Mateial Off-Balarce Seet Transactits, Arrangements, Oblations

There are no miak ofbdarce sheet trasactiors, arrangmerts, obligdions (irtludhg  coningent
oligaions), and other reldiorships of Wdlex Industries Inc. with uncorsoldated ertities or otherpasans
created dung the repdingperiod.The present ativity ofthe company is focused on rergarding its opetians
inprepaatonfor ts newbusinesses.

(iv) CommimentFor Captal Expeditures

SincethePlastic Gty Indwstrial Corporatioand Philfads Asidncorported ceasedn manufacturiraperéon
there are nmmitmeits onmajorcagtalexpendtures.

(v) AnyKnown Tends, Events ofUncetainties(Materdl Impact orNet Sales /Netlncome and Liquidity)

Sincethe Plastic City Industrial Corporadnand Phifoodsincorporgéedceasedn manufacturirgpeaionandis
dismsed tdease ouitswarehotse facilities.

Rental Income recorded for the second quarter of 2014 compared to 2013 was increased by 38% due to in
in rental rates and number of tenants during the quarter. As of June 30, 2014 there are eight (11) les
occupying fifteen (19) afeasehouses, shipyards, open spaces and extensions) inside the Plastic City premise
as compared to six (6) lessees, occupying 13 areas for 2013.

Pacific Plastic Corp., a Plastic City Industrial Corp. (PCIC) subsidiary, entered into a C8htwétt to Sell (CT
Avida Land Corp. last December 17, 2012, for the sale of its 25,203 sq. meters of land located in F
compound. Consequently, rental contracts with tenants/lessees on such-tegasated/tpreninated as

of December 31, 2012 which coedridiso to the decrease on the rental income for the second quarter of
2014.

Current ratio (current assets over current liabilities) as of the second quarter of 2014 is 157% with recc
current assets of P50.7M over P32.5M current liabilitiespThéesGrop ol i cy t o addr ess |
a balance continuity of funding through cash advances from the Parent Company and affiliates. Payme
current l'tabilities such as gover nmenrdughtthesee s , e
cash advances. The Group does not expect to pay its liabilities to related parties within twelve months aft
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reporting date. Furthermore, advances from affiliates and stockholders were settled through assignmen
offsetting among theupr.

(vi) SignificantElementof Income otossThatDid Not Arise Fom ContinuingOperation

Phifoals Asia, Inc., ceased its commerciaproductiongn 2002 whild?AC and subsidiaies ceassed
marufacturing operathns in 2002andpilior yeas andleased out their warehase/ buldingfadlities.

Thecompany is nowmae focused oifeasing its warehoises.

The results of operations for the years ended December 31, 2013 and 2012 are as follows:

2013 2012
Rendl Inone P 10,765,789 P 15,430,212
DirecCostnd Expenses 7,454,509 7,690,282
GrossProfit 3,311,280 7,739,930
OpermingExpenses 6,305,511 5,741,868
Inone fomOpeations (1 2,994,231) 1,998,062
Otheincame (expeses) ( 14,126,654) 41Q,257,92]

( 17,120,885) (408,259

FnaceCost T (4,803,691
(17,120,885) (413,063

In®ne (Loss)Before Tax and Discontinued Operations

Inone TaxExpense
Curent ( 83,194) (154,798
Defered

Inone (Loss)fromCorinuingOperation
Dicontinue@peations
LossfromDiscontinugdpeatons

NetlLossfor the Year

( 17,204,079 (413,218,35

( 90,658,293 (23,471,881
(P 107,862,372 (P436,690,23

See also notes fnarcialstaements.

(vii) Materdl Changes orbine Items ifinancialStatements
Here asomeandyses:

Income Statement: 2013 2012 Difference %

Rental Income P10,765,789  P15,340,212 (P4,574,423) (30%)
- Decrease was due to various lease contracts terminated before beginning of year 2013. There are
(8) companies occupying 19 areas for 2013 as compared to twenty eight (28) areas in 2012.

Direct Costs and Expenses  P7,454,509 P7690,282 (P235,773) (3%)
-Decrease is due to a lower repairs and maintenance costs and property taxes paid for 2013.

Total Operating Expenses P6,305,511 P5,741,868 P563,643 10%
- Salales and wages, professional fees and taxes & licenses are the major accounts. Increase pertair
|l egal fees paid in 2013 in connection with th

Other Income (Loss) (P14,126,654) (P410,257,923) (P396,131,269)(97%)

-The account consists of impairment loss on investment properties and joint venture, 10ss on write
off/sale of investment properties and other passive loss/income. Decrease was due to recognition
impairment loss on investment properties gedtjgimin 2012.
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Loss from Discontinued Operaf®5658,293  P23,471,885 P67,186,408 286%
- Increase is attributable to impairment loss recognized on machineries and equipment of subsidi
which had ceased commercialtigosraince 2002.

Balance Sheet: 2013 2012 Difference %

Advances to Related Parties P128,013,898 P131,510,463 (P3,496,565) 3%

- A norbearing interest cash advances extended by the Affiliate to the comyankirfgrdiyeital
requirement$he Group, in the normal course of business, has transactions with related parties. Receiva
from related parties with common key management are normally collected the following year, unsecurec
interest bearing arithwmo guarantee.

Receivabde P1,800,427 P 2,507,257 (P706,830) (28%)

- Includes rental receivables which are collectible monthly based on terms of contract. Decrease i
balance is due to decrease also in the number dbthaaateivables include advances to employees and
reimbursable utilities expenses from PCIC subsidiaries tenants. The credit quality and aging of trade anc
receivables are fully disclosed in Annex A.5 under Note 26 of Notes to ConsolidadeteRisancial Stat

Investment Properties P701,882,798 P718,958,679 (P17,075,881) (2%)

- Decrease is due to the wfitef properties (demolished buildings) covered by MOA with ALC. Under
the terms of the MOA the Group shall transfer tovAt&htfphysical possession, free and clear of informal
settlers, occupants and encumbrances.

Investments in a Joint VentureB393,183,157 P393,183,157 P-0- 0%

-The fair value of investment in a joint venture is daténgpitiedmarket data approach, in which the
value of land is based on sales, listings and other market data of the comparable properties registered wit
vicinity where the land is located. The Company has no revenue and expenses to teattmodgnized in
the joint venture for the years ended December 31, 2013 and 2012.

-July of 1997 the PCIC subsidiaries entered into a joint venture with the Philippine Estate Corporatic
the developer and the PCIC subsidiaries and other affiligtetowsers. There was no disposal of
investment in joint venture assets in 2007 and 2006. Impairment loss was recognized in investment ir
venture amounting to P150,325,350 in 2012.

Property Plant & Equipment P90,460,585 P177,397,770 (P86,9378b) (49%)

-PCI C subsidiariesé6 buildings and machinery
independent firm of appraisers. The valuation
length terms using cost and market daciosales comparison approach. The revaluation of buildings and
machinery and equipment resulted to recovery of previously recognized impairment loss of P33,659,54
note 12 of the financial statement).

- Decrease is due to provision for depneeigbense for the year amounting to P23,146,551 and
decline in the cost of machineries and equipment amounted to P63,790,634. In 2013, the manage
assessed that the fair value of machineries and equipment to be lower than its cost based on phy
candition, economic performance of the assets when put into use and current market value basec
recoverable amount or offered sales prices to interested buyers.

Advances from Affiliates & Stockhold&¥s14,628,452 P513,643,838 P984,614 9%

- In prior years, the Group obtained unguaranteedra@ctstopearing cash advances from related
parties intended to finance its operating expenses, capital expenditures and payment of outstanding oblige
The Group has not made any arramg@mdhe terms, security and guarantee on the advances as the
subsidiaries has ceased its manufacturing operations. The advances are payable in cash upon settle
depending on the availability of funds. The Group, however, looks into essigligrrahgéments to

settle the obligations.

The Group obtains4mderest bearing advances from stockholders and key officers for working capital purpose
These advances have no guarantee and definite terms of repayment period. Paymentheill depend or
availability of funds. This amount are payable in cash upon settlement.
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-Increase for the year ended December 31, 2013 pertains to transaction with related parties for
settlement of the Groups obligations such as bank loans and @srent liabiliti

Current Ratio: Current Assets / Current Liabilities = 171%

Materialchanges on line items in financial statements are presented under the captions
fiChangesin FnancialConditiond andfiChargesin OpeatingRe s ul t s 0

Please Rfer b the Attached Notes to Finanal Satements.

(viii) Effectof SeasonalChanges in th&nancal Condition orResults ofOperations
The fiancial condtion oresuts of geratnsis notaffetedbyany seasoral change.

(ix) Financial Risk Disclos

The Group is exposed to a variety of financial risk which results from both its operating and finar
activities. The Groupds risk management i S
actively securing the stesrm cash flows byimizing the exposure to financial markets.

The Group does not actively engage in the trading of financial assets for speculative purposes nor d
write options.

The most significant financial risks to which the Group is exposed to arendescribed belo
a) Credit risk

Credit risk is managed on a Group basis. Credit risk arises from cash, trade and other receivables,
installment contract receivable and advances to related parties.

The maximum credit risk exposure of the financial assets lig) tama@antyof the financial assets
shown on the face of statement of financial position (with trade and other receivables and advanc
related parties presented gross of allowance for doubtful accounts). Please refer to Annex A.5 undet
26 of the Next to Consolidated Financial Statements for the breakdown of financial assets.

The credit quality of financial assets is discussed below:
Cash in bank
The Group deposits its cash balance in a commercial and universal bank to minimize eredit risk expos

Trade and other receivables

The Group assesses credit risk on trade accounts receivable for indicators of impairment by reviewir
age of accounts. As at June 30, 2014 and 2013 the Group classifies all its trade receivable as pas
and impairedllowance for doubtful accounts had been provided to cover uncollectible balance. T
Group does not hold any collateral as security for these receivables.

Credit risk arising from rental income from leasing of buildings is primarily managent through a te
selection process. Prospective tenants are evaluated on the basis of payment track record and other
information. In accordance with the provisions of the lease contracts, the lessees are required to de
with the Group security depositsareladc e r ent al s which hel ps redu

in case of defaults by the tenants. For existing tenants, the Group has put in place a menitoring and f
up system. Receivables are aged and analyzed on a continuous basisetitmislnzsigeociated

with these receivables.

Advances to related parties

As at June 30, 2014 and 2013, the Group classifies advances to related parties as past due but not
impaired with certain portion determined to be past due and impaired.
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The Comparlpes not hold any collateral as security on the receivables.

The management continues to review advances to related parties for any legally enforceable right to «
with liabilities with the expressed intention of the borrower to settles.oBertagt babsidiaries filed

a corporate rehabilitation as plan to revive its operation for the benefit of stockholder and affiliates. (P!
refer to Annex A.5 under Notes 25 of the Notes to Consolidated Financial Statements for the aging ar
guality dinancial assets).

Certain trade and other receivables and advances to related parties were assessed to be impaired an
allowance for doubtful accounts amounting to P56,413,260 as at June 30, 2014 and 2013, respective
has been provided (see Noted 5&)n

The individually impaired receivables mainly relates to customers and affiliates which are in difficult
economic situations or have ceased commercial operations.

b) Liquidity risk

The Groupobés policy i s t ofundiagthmough cash advanoes fromnc e b
related parties.

Pl ease refer to Annex A.5 under Note 26 for t
financial liabilities (with accounts payable and other liabilities excluding valdetuiddxag an

payable). The table has been drawn up based on undiscounted cash flows of financial liabilities basec
earliest date on which the Group can be required to pay.

Substanti al portion of t he @nreated@adiesfThenGaonpc i al
does not expect to pay its liabilities to related parties within twelve (12) months after the reporting date
Furthermore, advances from affiliates and stockholders were settled through assignment and offsettin
among the Giou

As at December 31, 2011, payment of borrowings was suspended as it is subject to restructuring §see
Note 10). Terms and interest rate is renegotiated with the lender bank including possible waiver of pol
of interest and penalties. The loaneuasdsby real properties of Group.

(x) Disclosure under SEC Memorandum Circular No. 3, Series of 2012

PFRS 9 Financial instrumefiestive January 1, 2015, addresses the classification, measurement and
recognition of financial assets and fifeitisdd. PFRS 9 was issued in November 2009 and October

2010. It replaces the parts of PAS 39 that relate to the classification and measurement of financial instrun
PFRS 9 requires financial assets to be classified into two measureméhosategasesed as at fair

value and those measured at amortized cost. The determination is made at initial recognition. The classifi
depends on the entity's business model for managing its financial instruments and the contractual cash fl
charactéstics of the instruments. For financial liabilities, the standard retains most of the PAS 39
requirements. The main change is that, in cases where the fair value option is taken for financial liabilities
part of a fair value change due to an@antitgi®dit risk is recorded in other comprehensive income rather
than the profit or loss, unless this creates an accountinglimesakption of PFRS 9 is expected to

have no significant i mpact on t he ofGhePargntds consc
Companyds financi al instruments are not compl e x
with other phases, when issued, to present a comprehensive picture.
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PAR 1I-OTHERINFORMTION

(1) Me&ket Infematon

a) Theprincipal maket of Wellex Ingstriesinc. cormon eqity isthe Phiippne Stock Exchaige, Inc. (PSB
whereit was listedin 1998. List of thehighandlow salesprice by quarterforthelast 3yearsareas fdloas:

i GASS AR
Hgh Low

2014
Fist Quarter 0.193 0.187
Second Quarter 0.188 0.188

2013
Fist Quarter 0.270 0.260
SecondQuarter 0.240 0.235
ThirdQuarter 0.224 0.224
Fouth Quater 0.195 0.195

2012
Fist Quarter 0.430 0.400
SecondQuarter 0.360 0.335
ThirdQuarter 0.335 0.320
FaurthQuarter 0.300 0.290

2011
First Quarter 0.090 0.060
Second Quarter 0.610 0.560
Third Quarter 0.100 0.094
Fourth Quarter 0.290 0.088

Theprte informabn as of June27,2014 (lagst pradical tradingdae) was clased at PO.188for
ClassA, the only security traded by the Conmpathyere arg016 stodtoldes.
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(2) Holdes

1. The nobersofshaehddersof recordsof June 3@014 were 1,016 Commonshaes issuedand
sulscribedasof June 3014 were3,271,93F,380.

WEL LEXINDUSTRIES INCORPORATEBND SUBSIDIARIES
List of Top 20Stockhdders of Rewrd

June3d0, 2014
PERCENTAGETO
STOCKHOLDER'S NAME NATIONALITY SUBSCRBED TOTAL OUTSTANDING
PCD NOMINEE CORP. FILIPINO 912,317,197.0 27.883
WILLIAM. GATCHALIAN FILIPINO 835,000,10m 25.520
DEE HUAT. GATCHALIAN FILIPINO 492,962532.00 15066
SHERWINT. GATCHALIAN FILIPINO 317,750100.00 9.711
SHNJI KOBAYASHI FILIPINO 210,650000.00 6.438
ELMRAA. TING FILIPINO 111,850,000.0 3.418
KENNETH T. GATCHALIAN FILIPINO 100,000100.00 3.056
THE VELLEX QROUP, INC FILIPINO 80000,00000 245
RECOVERY DEVELOPMENT CGRPORATION FILIPINO 5233500000 1.600
PACIFIC REHOUSE CORPORATION FILIPINO 50,000,000.0 1.528
PCD NOMINEE CORPORATION(NON-FLIPINO) OTHERS 42,957,000.0 1313
ORIENT PACIFIC CORPORATION FILIPINO 36,340,000.0 1.111
L CHHHU FILIPINO 13,500,000.0 0413
WELLEXGLOBAL EQUITIES, INC FILIPINO 4,060000.00 0.124
INTERNATIONA. POLYMER CORP. FILIPINO 2,700000.00 0.083
RODOLFO S. ETRELLADO FILIPINO 750,00000 0.023
PROBITY SEC MGI. CORP. FILIPINO 463,20000 0.014
RICHARD L. RICARDO FILIPINO 460,000.00 0.014
REGINA CAPITAL DEVELOPMENT FILIPINO 300,00000 0.009
DAVID GO SECURITIES CORP. FILIPINO 215,9600 0.007
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SIGNATURE
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set forth in this report is true, complete and correct. This report is signed in Pasig City on
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WH.LEXINDSTRIESINCORPCRATEDAND SUBSDIARES OANNEX A.
Consolidated BalanceSheets
Unaudited Unaudited Audited
June 30 June 30 December 31
2014 2013 2013
ASSETS
Current Assets
Cash notes 2 and 4 P2,10873 P 1,482,96 P 1,459,56
Trade and other receivablesi(netgs 5 2,416,95¢ 1,618,42 1,800,427
Prepaid taxésote 6 8,008,971 7,074,53¢ 7,450,17¢
Installment contract receivafdte 22 38,211,26: 19,105,63: 38,211,26:
50,746,16: 29,281,56( 48,921,43t
Noncurrent Assets
Investment properties (nette 7 700,344,25! 716,761,97 701,882,79
Investments in a joint venture (netg 8 393,183,15 393,183,15 393,183,15
Property and equipment (natje 9 85,007,07: 161,078,66 90,460,58!
Advances to related partieste 8 126,099,00: 124,772,711 128,013,89
Installment contract receivaidte 22 19,105,63: 38,211,26: 19,105,63:
Other assets 180,844 180,844 180,844
1,323,919,96 1,434,188,62 1,332,82,914

TOTAL ASSETS

P1,374,666,1%

P1,463,470,1€

P1,381,748,3¢

LIABILITIES AND EQUITY
Current Liabilities

Accounts payable and other current liaiolitielsl P 30,245,44 P 43827,071 P  26,556,71
Advanes from lessees 2,012,881 1,684,981 1,702,581
Income Tax Payable T () 344,916
32,258,32: 45,512,05t¢ 28,604,21(

Noncurrent Liabilities
Advances from related pdrtiege 19 510,606,501 492,264,55! 514,628,452
Retirement benefits obligatimie 17 458,700 417,000 458,700
511,065,20 492,681,55! 515,087,15;

Equity

Capital sto¢knote 12 3,276,045,63 3,276,045,63 3,276,045,63
Additinal paiéh capital 24,492,80: 24,492,80: 24,492,80:
Deficit (2,469,185,83( (2,375,251,87: (2,462,471 44!
831,352,60: 925,286,56! 838,066,991
Treasury stock ( 10,00C ( 10,00C ( 10,00C
831,342,60; 925,28,565 838,056,99

TOTAL LIABILITIES AND EQUITY

P1,374,666,13

P1,463,470,1¢

P1,381,748,3¢

(The accompanying notes are an integral part of these financial
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
Consolilated Statements of Income
For the period covered ending June 30, 2014 and 2013

OANNEX A. 26

Apr-Jun Apr-Jun Jan-Jun Jan- Jun
2014 2013 2014 2013

RENTAL INCOM#Rotes 7 and 21 P 4,134,80 P 2,497,00 P 6,926,09 P 5003,34
DIRECT COSPSID EXPENSESote 13 1,578,51% 1,745,64¢ 3,157,02¢ 3,853,76¢
GROSS PROFIT 2,556,291 751,353  3,769,07¢ 1,149,58¢
OPERATING EXPENSE&e 14 1,256,63% 1,151,337 2,054,26¢ 1,949,56¢
(LOSS) INCOME FROM OPERATIONS 1,299,65¢ (399,93« 1,714,807 (  799,98¢
FINANCE COST8otes 2 0 i 3 i

INCOME (LOSS) BEFORE TAX 1,299,65¢ ( 399,98¢ 1,714,807 (  799,98¢
INCOME TAX EXPENSE (curreotes 2 ( 23836 ( 21,44¢ (23,836) (21444)
INCOME (LOSS) FROM CONTINUING OPERATI( 1275822 (421 42¢ 1,690,971 (  821,42¢
LOSS FROM DISCONTINUED OPERATI®I $5 (4,401,461 ( 10,211,78. (8,405,359  (19,821,36¢
NET LOSS (P3,125,63¢ (P10,633,21( (P6,714,38¢ (P20,642,79i
Loss per sharenote 22 (P 0.0008 (P 0.002¢ (P 0.0018 (P  0.005t

(The accompanying notes are an integral part of these financial statements)
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OANNEX A. 36
WELLEX INDUSTRIES INCORPORATED AND SUBSIDIA
Consolidated Statements of Changesin Equity
Far the period coveredending June30, 2014 and2013

Unaudited Unaudited Audited
June June December
2014 2013 2013
CAPITAL STOCK P3,276,045,62 P3,276,045,65 P3,276,045,6%
ADDITIONALAPD IN CAPITAL 24,492,80: 24,492,80: 24,492,80:
DEFICIT
Balancebeginning of the period (2,462,471,44¢ ( 2,354,609,07 ( 2,354,609,70
Net loss for the period ( 6,714,38¢ ( 20,642,79 ( 107,862,37
Balanceend of the period (2,469,185,831 ( 2,375,251,87 ( 2,462,471,44
TREASURY STOCK ( 10,000 ( 10,000 ¢ 10,00(
TOTAL EQUITY P 831,342,60 P 925,276,56 P 838,056,99

(The accompanying notes are grainpart of these financial statenr
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES

Consolidated Statements of Cash Flow

OANNEX A. 46

June June Audited
2014 2013 December 2013
CASH FLOWS FRGPERATING ACTIVITIES
Loss before tax from continued and discontinued operatic (P 6,714,38¢ (P 20,642,79 (P 107,434,26.
Adjustments for:
Impairment loss on:

Property and equipniembtes 9 and 16 T T 63,790,63¢
Depreciatiohnotes 13 and 16 6,992,052 18,515,80¢ 26,504,11¢
Loss on wrif of investment properties i i 13,718,31¢
Finance costs T T 4,803,691
Provision for retirement benefits ) T 41,700
Provision for income tax 23,836 21,444 0
Interest income (240) (497) (4,716)

Operating income (loss) before working capital changes 301,260 (2,105,045 (3,384,212
Decrease (increase) in:
Trade and other receivables (616,528) 888,830 706,830
Prepaid taxes (558,793) (496,814, (872,456,
Increase (decrease) in:
Accounts payable and other current liabilities 3,343,812 16,245,27¢ (1,025,087
Advances from lessees 310,300 52,247 68,846
Net cash from (used in) operations 2,780,051 14,584,49: (4,506,079
Payment of retirement befigiitte 17 T (247,660, (247,660
Interest received 240 497 4,716
Income tax paid (23,836) (21,444) (83,194)
Net cash from (used in) operating activities 2,756,45¢ 14,315,88¢ (4,832,217
CASH FLOWS FROM INVESTING ACTIVITIES
Advances to related paitieste 19 1,914,89¢ 6,737,75% 0
Collection of advances i i 3,496,56¢
Net cash generated from investing activities 1,914,89¢ 6,737,75% 3,496,56¢
CASH FLOWS FROM FINANCING ACTIVITIES
Advances from related pdrtiese 19 i T 985,614
Payment of advances (4,021,946 (21,379,279 (1,000)
Net cash from (used in) financing activities (4,021,946 (21,379,279 984,614
NET INCREASE (DECREASE) IN CASH 649,404 (327,642, (351,038
CASHnotes 2 and 5
At beginning of the period 1,459,56¢ 1,810,607 1,810,607
At end of the period P 2,108,97. P 1,482,96 P 1,459,56

(The accompanying notes are an integral part of these financial statement:
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OAnnex A.56

WELLEX INDUSRIES INCORPORATED AND SUBSDIARIES
Notes to Finanal Statemets
June30, 204

1. CORPORATEINFORMATIN, STATUS OF OFERATIONS AND MANAGEMENT PLANS

Corporate Infomation

Wellex Industries, Incorporated he #fAParent Companyo) was incorpo
1956 primarily to engage in the business of mining and axgplaaitrmerly known as Republic
Resources and Development Cor por atappooned gyfRhE DE CO)
Securities and Exchange Commission (SEC) on September 18, 1997.

On Febrwuary 11, 1995, the SEC approved the Par
The Parent Company changed its primary purpose from mmtogdavtiNidpmnent operation of all

types of business enterprises, including by not limited to enterprises engaged in the business of real est:
devel opment. Mining, however, continues to be

The Par ent raelifepficialy énsledoroQctpber 19, 2006. On January 19, 2006, the
Companydés Board of Directors (BOD) and stockho
of Incorporation extending the corporate life for another 50 years @p,t8@B6étoblee Parent
Companyds Amended Articles of I ncorporation wa

On November 20, 2008, the BOD and stockholders approved the amendment on its Articles of Incorpore
amending the Par enmtr iGrampya npyudrsp ocshea n gfehde iPna rietnst C
was changed to employment of capital for the purpose of assisting mining enterprises. The Parent
Companyds secondary purpose, however, remai ns
property holding and development, management, manufacturing, investments and other business. The
amendment was approved by the SEC on April 3, 2009.

The Parent Companyds shares are |listed and tra

The Parent Cpany has two subsidiaries, Plastic City Industrial Corporation (PCIC) and Philfoods Asia, In
(collectively referred to herein as the AGroup

The registered office address of the Parent Company is [b¢dte@a¢ Eorporate Centre, Dofia Julia
Vargas cor. Meralco Aves., Ortigas Center, Pasig City.

Status of Operations and Management Plans

The accompanying consolidated financial statements have been prepared assuming that the Group will
continue as a going concern. The Group continuessgemuatnich resulted to a deficit of

2,469,185,8362,375,251,873 and,462,471,448 as at June 30, 2014, June 30, 2013 and December 31,
2013, respectively.

I n prior years, the Parent Companyds business ¢
and energy developmént. January 28, 2008, the BOD approved
primary purpose from a holding company to a company engaged in the business of mining and oil explor:

The purpose of the amendment of the primary purpose was essbéleitily Reeent Company to ride

the crest of a resurgent mining industry incl uc
Companyb6s strategy is to identify mining proper
gold and copper covered by Mineral Production Sharing Agreements (MPSAs) and to negotiate for either
buyout or enter into a viable joint venture arrangement. For its oil and mineral exploration activities, the
Parent Company has identified andwahihitial discussions with potential investors.

However, the continuing global financial crises dampened the metal and oil prices that adversely affected
investment environment of mining and oil and mineral exploration industry of the country.
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Thesubsidiaries ceased its manufacturing operations in prior years from 2000 to 2002 due to the Asian cr
and stiff business competition, and had leased out its building facilities.

The Groupobds investment pr o psobtdinectbythenGaumpandits ed as
related parties, Kenstar Industrial Corp. (KIC) and Plastic City Corp. (PCC) in prior years. The loan was
obtained from Banco de Oro (BDO) and Philippine National Bank (PNB) through a joint Credit Agreement
the relateparties. Due to default to settle the outstanding obligations by the Company and its related partie
on October 28, 2010, PCIC subsidiaries, Inland Container Corp. (ICC), Pacific Plastic Corp. (PPC), and
Kennex Container Cordppd @K@E@)ti(time ffPet ictoirproerad
the Regional Trial Cour tofSection VM Ruleel ofRules hna Procedares i C ¢
on Corporate Rehabilitation, in order to revive the Petitioners maeuticnsiagwpring them back to
profitability for the benefit of the creditors, employees and stockholders.

The Plan will be implemented over a span of five (5) years, with the Group to expect gross income projec
of 4.214 billion from 2011 to 2@8%6ang the Plan was immediately approved. The Plan entails the
following: (a) capital restructuring; (b) debt restructuring; (c) reconditioning of machinery and equipment; (
implementation of sales plan; and (e) joint venture for the real dstateornrindustrial to commercial

and residential.

The Groupbs properties were subjected to forecl
the issuance by the Court of AStay Ordthe 0 dat ec
Court of a Receiver and setting the initial hearing on the petition on December 14, 2010 whereby all credi
the Bank and the related party creditors, were allowed to submit their comments on the corporate
rehabilitation.

On March 9, 2011, thedReer filed an initial report on the rehabilitation plan before the Court. The related
party creditors interpose no objection to the Plan. However, the creditor banks (PNB and BDO) comment:
the dismissal of the Plan due to: (a) failure to compmihdubstance, with the requirements of

Financial Rehabilitation and Insolvency Act of 2010 (FRIAgb{ly mdnhe Plan; and (c) foreclosure

rights of the creditor banks are affected. The Receiver recommended to the Petitiohess biuéa) show ¢
print for the conversion of the industrial real estate into commercial or residential zones with specifics on
financial capacity of investor, time frame and potential value of the properties; and (b) show how financial
projections will bigaaned with specifics on key target markets and contributions, products, volume and
prices, cost of raw materials, labor costs, manufacturing and selling expenses.

On June 7, 2011, PNB filed a motion to dismiss the Plan, however, the cour2is2@blan dudier
denying the motion to dismiss filed by PNB for being a prohibited pleading.

On August 26, 2011, the Petitioners, filed an
blue print for the conversion of industriahteahsstommercial or residential zones and projected

financial statements showing in details how the projected revenues will be attained under the Plan, within
(30) days from August 26, 2011 to September 25, 2011 through a revised Plan.

On Augudtl, 2011, a motion to dismiss was filed by BDO joining the previous motion to dismiss filed by
PNB.

On September 18, 2012, the Court granted the Pe
gave the Petitioners sixty (60) days verilliéo 4, 2012 to submit the revised Plan.

On September 24, 2012, the Petitioners filed a motion for partial reconsideration on the submission of rev
Plan with respect to the Petitioners prayer to be allowed to enter into a formal property development
agreement with Avida Land Corp. QkLtBe same date, ICC has fully settled its loan with BDO, including

all accrued interest.

On October 25, 2012, PNB filed its opposition on the motion for partial reconsideration. In its opposition, |
averred thaga) the revision of the Plan is no longer proper as it was outside the one (1) year period provid
under the FRIA and under the Rules of Corporate Rehabilitation; (b) there is no substantial likelihood for t
Petitioners to be successfully rehabilitate

On November 9, 2012, the court granted the Petitioners motion for the partial reconsideration to submit tt
revised plan and also authorized the Petitioners to enter into a formal property development agreement w
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ALC for the purpose of comingtua gancrete and complete Plan, provided that the development
agreement will form part of the revised Plan.

On December 17, 2012, the Petitioners filed a revised Plan (which supersedes the first Plan) before the C
Incorporated in the revised Pldre &demorandum of Agreement (MOA) entered by the Company and other
related parties with ALC on the same date, for the development of 21.3 hectares of land located in Valen:
City into a residential clusters of condominium, townhouses, housedditlddtdal1.3 hectares,
12.8 hectares (representing 60% of the aggregate area) was owned by the Petitioners, and around 8.47
hectares were mortgaged to PNB to secure the loan with Ealdnisdlion (including principal, interest,
penalty andleer charges) as at December 31, 2013. &rmutstanding principal balancéog
million. The fair value of mortgaged properties to PNB aniish@Qirtollion as at December 31, 2013
and 2012. The projected future gross cash flows freamémeatiguel of the revised plan amounted to

916.4 million over a nineteen (19) year time frame based on agreed sharing scheme.

On January 31, 2013, the Receiver submitted its comment on the revised Plan and requested the Court t
order the parties to riege and explore realistic and mutually acceptable rehabilitation plan.

On February, 14, 2013, PNB filed a petition to dismiss the Revised Rehabilitation Plan. On February 19, ¢
the Court ordered the Petitioners for a fifteen (15) day pesiodnmféat on the motion to dismiss
which was due on March 27, 2013.

On March 27, 2013, the Petitioners commented on the motion to dismiss by PNB.

On June 28, 2013 and July 18, 2013 the Petitioners and PNB meet to discuss improvement on the
rehabilitath plan, before the Court issued its July 9, 2013 Order (received only in the afternoon of July 18,
2013) submitting to resolution the Manifestation of PNB to dismiss. On July 31, 2013, the Petitioners subr
to the rehabilitation receiver the fojioepoged repayment plan and conditions, among others:

500 million shall be paid for principal payable quarterly in equal monthly payment over 5 years, at fixed
interest rate of 6% per annum;

100 million shall be paid up front to answer for past due interest, litigation costs and other direct costs th
thecreditor has incurred,;

Payment to be made by Avida Land Corporation (ALC) to the Petitioners shall be deposited in an account
PNB, to be applied on payment due dates and in case of deficiency, extraneous sources of funds shall be
sourced by the Petiéirs in order to meet the amortizations due;

Rel ease of coll ater al in Valenzuela to be ti mec

Release of collateral in Davao and in Quirino Avenue, Malate (related case in RTC Manila) to be made
fullpayment of outstanding balance.

On September 13, 2013, PNB filed a Motion for Conversion of Proceedings from Rehabilitation to Liquida
of Petitioners. The Petitioners filed its comment and opposition to the said motion on October 3, 2013.

On Novemb8r 2013, the Petitioners filed a revised rehabilitation proposal with the following terms, among
others:

600 million shall be paid for principal, interest, penalties and other charges which shall be payable quart
in equal monthly payment over 5 years, at fixed interest rate of 5% per annum;

200 million shall be paid up front coming from the sai@afideka

Payment to be made by Avida Land Corporation (ALC) to the Petitioners shall be deposited in an account
PNB, to be applied on payment due dates and in case of deficiency, extraneous sources of funds shall be
sourced by the Petitioneredier do meet the amortizations due; and

Rel ease of coll ater al in Valenzuela to be ti mec
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On January 15, 2014, a conference prior to the resolution of the case was held among the Petitioners, PN
BDO and thehabilitation receiv@ne of the topics covered, among others, is the presentation of Revised
Rehabilitation Proposal letter by Novateknika Land Corp. (NLC) (borrower of PNB of which the properties
Petitioners were used to secure the loan of NBQjaeéRecember 6, 2013. The terms of the proposal,
among others are the following:

700 million to be paid within a period of 120 days from the acceptance of the offer; and

All properties and collaterals mortgaged to PNB, including Quirino Manila, Valenzuela and Davao to be
returned to their respective debtors or mortgagors.

In a lettedtated February 3, 2014 by the Rehabilitation Receiver to the Court, the receiver mentioned that
efforts were exerted to find a mutually acceptable plan of payment, however, the firm stand of PNB to be
in full amount o# billion and liquidate thegaged properties served as barriers.

The Rehabilitation Receiver also reiterates his recommendations made in the Report dated November 28
2013:

PNB will be paid at an amount substantially more than liquidating the mortgaged propatties. At its prese
use, the mortgaged properties of PNB can command agftioglldn against paymend@® million

plus interest. Of th@00 million to be paidd0 million will be paid upfront and balad68é diillion

over a period of five (5) years at 5 % p.a. interest rate. There will be no opportiiBtevessiEsHer P

P400 million will be amortized as interest is being paid.

As to the latest proposal made by Novateknika Land Corp. increasing the loan amount to be paid at P70C
million (in this Corporate Rehabilitation proceedings the proposaiilidoy Wab@he condition to

release the mortgages in Valenzuela, Quirino, Manila and Davao City, Rehabilitation Receiver has no me
of fully evaluating the latest proposal with the additional condition of releasing the mortgages in Quirino,
Manila anBavao City.

Approval of the Rehabilitation Plan will pave the way for the development of the Plastic City Compound in
residential community which will not only benefit PNB but also the Petitioners and other property owners |
compound.

Given tat PNB will be granted its motion to convert the proceedings to one of the liquidation and ultimately
foreclose and take possession of the mortgaged properties, it will be quite difficult for PNB to immediately
or develop same as it seems that tigagedrproperties are land locked and situated in the mid to inner

part of the Plastic City Compound.

As at report date, the Court has not reached a decision on the matters. Accordingly, the eventual outcome
these matters cannot be determined.

Consecently, the consolidated financial statements have been prepared assuming that the Group will
continue as a going concern. The consolidated financial statements do not include any adjustments relati
the recoverability and classification of the @Essethedr the recognition and classification of liabilities that
might result from the outcome of this uncertainty.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies that have been used in the preparation of édefsgancieolidat
statements are summarized below and in the succeeding pages. The policies have been consistently app
to all the years presented, unless otherwise stated.
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Basis of Preparation

The consolidated financial statements have been piepésedtical basis, except otherwise stated.

The consolidated financial statements are presented in Philippittegésm@functional currency.
All amounts are rounded to the nearest peso except when indicated otherwise.

Statement of Compliance

The consolidated financial statements of the Group have been prepared in accordance with PFRS. The te
PFRS in general includes all applicable PFRS, Philippine Accounting Standards (PAS) and Interpretation:
issued by the former Standing Interpr&atiumgttee, the Philippine Interpretations Committee (PIC) and

the International Financial Reporting Interpretations Committee (IFRIC), which have been approved by th
Financial Reporting Standards Council (FRSC) and adopted by the SEC.

Changes in Accounti Policies and Disclosures

The accounting policies adopted are consistent with those of previous financial year except for the followi
new and amended PFRS and Philippine Interpretations which were adopted as at January 1, 2013.

PAS 1 (Amendment)akaial statement presentation regarding other comprehensifie ttivendely

1, 2012. The main change resulting from these amendments is a requirement for entities to group items
presented in "other comprehensive income" (OCI) on the basibey aieeputentially reclassifiable to

profit or loss subsequently (reclassification adjustments). The amendments do not address which items a
presented in OCI. The adoption does not have significant impact on the Group's consolidated financial
statemerexcept on the presentation of other comprehensive income.

PAS 19 (Amendment), Employee beffefits/e January 1, 2013. The impact on the Group will be as
follows: to immediately recognize all past service costs; and to replace interestexbstiamd exp

plan assets with a net interest amount that is calculated by applying the discount rate to the net defined b
liability (assef).hi s amendment is currently not applicabl

PAS 27 (Resed), Separate Financial Statera#atdive January 1, 2013. The revised standard includes

the provisions on separate financial statements that are left after the control provisions of PAS 27 have b
included in the new PFRSHiB.revisioniscarre | y not applicable to the G
statements.

PAS 28 (Revised), Investments in Associates and JoinefNestiveeanuary 1, 2013. This revised

standard includes the requirements for joint ventures, as well as &sseqistgsdoounted following

the issue of PFRS 11. This revision has no sigrt
statements.

PFRS 1 (Amendment), Governmentdféecis/e January 1, 2013. These amendments add an exception

to the retrosptive application of PFRS:tiamstadopters are required to apply the requirements in PFRS 9,
Financial Instruments (If PFRS 9 is not yet adopted, references to PFRS 9 in the amendments shall be re
as references to PAS 39, Financial InstrumegtstiGteaod Measurement) and PAS 20, Accounting for
Government Grants and Disclosure of Government Assistance prospectively to government loans existing
the date of transition to PFRS. This edmendment
financial statements.

PFRS 7 (Amendment), Discle@iifgstting Financial Assets and Financial | ieftditese January 1,
2013. These amendments involves the revision of the required disclosures to include information that will

enableuserséov al uate the effect or potentially effect
position. The amended standard shall be applied for annual periods beginning on or after January 1, 201:
interim periods within those annual periods. Theramendmg&s no i mpact on t he G

financial statements.
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PFRS 10, Consolidated financial statesffentsve January 1, 2013, builds on existing principles by
identifying the concept of control as the determining factor in whethauldrbentitjusted within the
consolidated financial statements of the Parent Company. The new standard provides additional guidanc
assist in the determination of control where this is difficult to assess. This new standard has no significant
impactimte Gr oupO6s consolidated financial statement

PFRS 11, Joint Arrangemefiestive January 1, 2013, focuses on the rights and obligations of joint
arrangements, rather than the legal form (as is currently the case). It: (a) distinguish@ggoint arrangeme
between joint operations and joint ventures; and (b) always requires the equity method for jointly controlle
entities that are now called joint ventures; they are stripped of the free choice of using the equity method
proportionate consolidatiBRIP11 supersedes PAS 31 and Philippine Interpretatidoisiig

Controlled Entitiddon Monetary Contributions by Venturers. This new standard has no significant impact ir
the Groupobs consolidated financial statements.

PFRS 12, Disclosurestefést in other entjteféective January 1, 2013, includes the disclosures
requirements for all forms of interests in other entities, including joint arrangements, associates, special
purpose vehicles and other off balance sheet vehicles. Thissnewdstah as no i mpact i n
consolidated financial statements.

PFRS 13, Fair value measuresféatdtive January 1, 2013, aims to improve consistency and reduce
complexity by providing a precise definition of fair value and a singlevatwecaedfarement and

disclosure requirements for use across PFRS. The requirements, which are largely aligned between PFR
and US GAAP, do not extend the use of fair value accounting but provide guidance on how it should be
applied where its use is ajreagliired or permitted by other standards within PFRS or US GAAP. This new
standard has no impact in the Groupbs consol i de

IFRIC 20, Stripping Costs in the Production Phase of a Sueféeativédanuary 1, 2013. This

intepretation applies to waste removal costs that are incurred in surface mining activity during the product
phase of the mine (6production stripping costd)
costs as an asset and measurefbstgiripping activity asset. This new standard is currently not
applicable to the Groupds consolidated financi e

New Accounting Standards, Interpretations and Amendments to Existing Standards Effective
Subsequent to January 1, 2014

Standats issued but not yet effective up to the date of issuance of the Group's consolidated financial
statements are listed below. This listing of standards and interpretations issued are those that the Group
reasonably expects to have an impact on disctwsokdated financial position or performance when
applied at a future date. The Group intends to adopt these standards when they become effective.

PAS 32 (Amendment), Financial Instruments: Préd@ffsgttong Financial Assets and Financial

Liabitese f f ecti ve January 1, 2014. These amendments
|l egally enforceable right to set offod and al so
systems (such as central cleatsglsgstems) which apply gross settlement mechanisms that are not
simultaneous. The Group has yet to assess the full impact of the amendments and intends to adopt the
amendment beginning January 1, 2014.

PAS 36 (Amendment), Impairment of-Assaigable Amount Disclosures fofimmcial Assets,

effective January 1, 2014. The amendment removed certain disclosures of the recoverable amount of cas
generating units (CGUs) which had been included in PAS 36 by the issue of PFRS 13. The amendment i
expected to have a significant i mpact on the Gr

Effective in 2015

PFRS 9 Financial instrumefiegtive January 1, 2015, addresses the classification, measurement and
recognition of financial assets andditiabdities. PFRS 9 was issued in November 2009 and October
2010. It replaces the parts of PAS 39 that relate to the classification and measurement of financial
instruments. PFRS 9 requires financial assets to be classified into two measeei@deategori
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measured as at fair value and those measured at amortized cost. The determination is made at initial
recognition. The classification depends on the entity's business model for managing its financial instrume
and the contractual cash flowatbaséics of the instruments. For financial liabilities, the standard retains
most of the PAS 39 requirements. The main change is that, in cases where the fair value option is taken 1
financial liabilities, the part of a fair value change duyt@mrecrtedit risk is recorded in other
comprehensive income rather than the profit or loss, unless this creates an accounting mismatch. The
adoption of PFRS 9 is expected to have no signi
asmost of the Parent Companyo6s financial instruil
conjunction with other phases, when issued, to present a comprehensive picture.

Basis of Consolidation

The consolidated financial statementte theldinancial statements of the Parent Company and the
following subsidiaries, which were all incorporated in the Philippines and are registered with the Philippine
Securities and Exchange Commission, as at December 31 of each year.

Ownership

Subsidaries Principal Activity 2013 2012
Direct Ownership

Philfoods Asia, Incorporated (Philfoods) Manufacturing 100% 100%

Plastic City Industrial Corporation (PCIC) Manufacturing 100% 100%
Indirect Ownership (Subsidiaries of PCIC)

Inland Containeor@oration (ICC) Manufacturing 100% 100%

Kennex Container Corporation (KCC) Manufacturing 100% 100%

MPC Plastic Corporation (MPC) Manufacturing 100% 100%

Pacific Plastic Corporation (PPC) Manufacturing 100% 100%

Rexlon Industrial Corporation (RIC) Mandacturing 100% 100%

Weltex Industries Corporation (WIC) Manufacturing 100% 100%

Subsidiaries are entities which the Group has the power to govern the financial and operating policies,
generally accompanying a shareholding of more than one lialf afjtite.vbhe existence and effect of

any potential voting rights that are currently exercisable or convertible are considered when assessing wt
the Group controls another entity.

Subsidiaries are fully consolidated from the date on whidhacefémwed to the Group. Consolidation

ceases when control is transferred out of the Group. The results of subsidiaries acquired or disposed of d
the year are included in the consolidated statement of comprehensive income from tloe daite of acquisiti
up to the date of disposal, as appropriate. A change in ownership interest of a subsidiary, without a chanc
control is accounted for as an equity transaction.

The financial statements of the subsidiaries are prepared for the same vspuytatggeating
policies that are consistent with those of the Grgrguprtedances, transactions, income and expenses,
and profits and losses resulting frogranipatransactions are eliminated in full in the consolidation.

a) Direct ownership

Philfoods

Philfoods started commercial operations in 2000 and was suspended in 2002. Management is looking for
possible partners to operate its facilities.

PCIC
PCIC and its subsidiaries have ceased operations but have leased out their tiegrefitese facili
intention of the Group is to continue its oper e

encouraging prospect and which has shown to have a high viability rating that will contribute highly towar
t he Groupds mafirancmalpositianp Managdmierd ie comtinudusly in search for a reliable
joint venture partners who have the means to continue its operations.
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b) Indirect ownership

ICC

ICC was incorporated in the Philippines and registered with the Sechatige &uahimission (SEC)

on June 23, 1981, primarily to engage in the manufacture of plastic containers. The Company ceased its
commercial operations on July 30, 2000, and has leased out its buildings as warehouses.

KCC

KCC was incorporated in the Phiippiteegistered with the Securities and Exchange Commission (SEC)
on February 14, 1983. The Company was established to manufacture all kinds of plastic containers. The
Company ceased its commercial operations on April 30, 2002, and has ledisgd ast its buil

warehouses.

MPC

MPC was incorporated in the Philippines and registered with the Securities and Exchange Commission (¢
on October 11, 1984. The Company was established for the purpose of producing various kinds of plasti
products. The Compaeased its commercial operations in January 1994.

PPC

PPC was incorporated in the Philippines and registered with the Securities and Exchange Commission (S
on October 1, 1982. The Company was established primarily to manufacture @sstgrdwmdateri

nonrigid plastic products, plastic compounds, derivatives and other related chemical substances. The
Company ceased its commercial operations on May 16, 2002, and has leased out its buildings as
warehouses.

RIC

RIC was incorporated irfPthiBppines and registered with the Securities and Exchange Commission (SEC)
on October 9, 1984. The Company was engaged in the business of manufacturing and molding plastic
products. The Company ceased its commercial operations on April 30, 2002.

wIC

WIC was incorporated in the Philippines and registered with the Securities and Exchange Commission (S
on July 19, 1994. The Company was established to engage in the business of manufacturing PVC pipes,
fittings, PE pipes, PE tubings, PE fitBrigbjmys and fittings, water meters, hand pumps, cast iron and

other metal accessories, including their componemodadtbyThe Company ceased its commercial
operations on April 30, 2002.

After the subsidiaries ceased commercial operatiomttegdianed thereon. The subsidiaries were all
located at T. Santiago Street, Canumay, Valenzuela City.

Financial instruments

Initial Recognition, Measurement and Classification of Financial Instruments

The Group recognizes financial assets raidlfiiadilities in the consolidated statements of financial
position when it becomes a party to the contractual provisions of the instrument. Purchases or sales of
financial assets that require delivery of assets within the time frame estahlisimeol lp negation in

the market place are recognized on the settlement date.

Financial instruments are recognized initially at fair value, which is the fair value of the consideration givel
case of an asset) or received (in case of a liabiliiyial Theasurement of financial instruments includes
transaction costxcept for those financial assets and liabilities at fair value through profit or loss (FVPL)
where the transaction costs are charged to expense in the period incurred.

On initiakecognition, the Group classifies its financial assets in the following categories: (a) financial asset:
FVPL, (b) loans and receivables, (@-malairity (HTM) investments and (d) af@itdie (AFS)

financial assets. The Company alscesldssiinancial liabilities into (a) financial liabilities at FVPL and (b)
other financial liabilities. The classification depends on the purpose for which the investments are acquire
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and whether they are quoted in an active market. Managemerthdetkxssifieation of its financial

assets and financial liabilities at initial recognition and, where allowed and appropriate, reevaluates such
designation at the end of each reporting period. Financial instruments are classified asihabilities or equity
accordance with the substance of the contractual arrangement. Interest, dividends, gains and losses relat
to a financial instrument or a component that is a financial liability are reported as expense or income.

Distributions to holders of falanstruments classified as equity are charged directly to equity, net of any
related income tax benefits.

As at June 30, 2014 and 2013, the Group did not hold any financial assets at FVPL, AFS financial assets
HTM investments, and financialdmbiiEVPL.

Determination of fair value and fair value hierarchy

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

The faivalue ofandni nanci al asset i's measured based on i
is presumed to be its highest and best use.

The fair value of financial anfimeortial liabilities takes into accoymtni@mance risk, whichasisk
that the entity will not fulfill an obligation.

d) quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);

e) inputs other than quoted prices included within Level 1 that are observable for the asset or liabilit
either directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2); and

f) inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs) (Level 3).

The appropriate level is detedhn the basis of the lowest level input that is significant to the fair value
measurement.

The fair value of financial instruments traded in active markets is based on quoted market prices at the
reporting date. A market is regarded as active [ifripastare readily and regularly available from an
exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices represer
actual and regularly occurring mar kmiteudedfarns act i
financial assets held by the Group is the current bid price. These instruments are included in Level 1.

The fair value of assets and liabilities that are not traded in an active market (fothexanonputer, over
derivatives) is deterad by using valuation techniques. These valuation techniques maximize the use of
observable market data where it is available and rely as little as possible on entity specific estimates. If al
significant inputs required to fair value an instruhsetagle, the asset or liability is included in Level

2. If one or more of the significant inputs is not based on observable market data, the asset or liability is
included in Level 3.

The Group uses valuation techniques that are appropriaienstdyeceis and applies the technique
consistently. Commonly used valuation techniques are as follows:

Market approacA valuation technique that uses prices and other relevant information generated by marke
transactions involving identical or cblagaea, similar) assets, liabilities or a group of assets and liabilities,
such as a business.

Income approactaluation techniques that convert future amounts (e.g., cash flows or income and
expenses) to a single current (i.e., discounted) henfaintalue measurement is determined on the
basis of the value indicated by current market expectations about those future amounts.
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Cost approaeli valuation technique that reflects the amount that would be required currently to replace th
serviceapacity of an asset (often referred to as current replacement cost).

Specific valuation techniques used to value financial instruments include:
Quoted market prices or dealer quotes for similar instruments.

The fair value of interest rate swapsuisteal as the present value of the estimated future cash flows
based on observable yield curves.

The fair value of forward foreign exchange contracts is determined using forward exchange rates at the
reporting date, with the resulting value disauitegitesent value.

Other techniques, such as discounted cash flow analysis, are used to determine fair value for the remaini
financial instruments.

ADay 10 difference

When the transaction price in-aatioe market is different from the faofuathuer observable current

market transactions in the same instrument or based on a valuation technique whose variables include or
data from observable market, the Group recognizes the difference between the transaction price and fair
( a A difeergnce) i the consolidated statement of comprehensive income unless it qualifies for
recognition as some other type of asset or liability. In cases where use is made of data which is not
observable, the difference between the transaction priebvahdenimadnly recognized in the

consolidated statement of comprehensive income when the inputs become observable or when the instru
is derecognized. For each transaction, t he Gr ot
1 0 ddefarhoant. e

Amortized cost of financial instruments
Amortized cost is computed using the effective interest method less any allowance for impairment and
principal repayment or reduction. The calculation takes into account any premium orsitiscount on acqui

and includes transaction costs and fees that are an integral part of the effective interest rate.

Loans and Receivables

Loans and receivables arededmative financial assets with fixed or determinable payments that are not
guoted in an aetimarket. After initial measurement, loans and receivables are subsequently carried at
amortized cost using the effective interest rate method less any allowance for impairment. Amortized cost
calculated taking into account any discount or prergiuisitiom @and includes transaction costs and fees

that are an integral part of the effective interest rate and transaction costs. Gains and losses are recogniz
the Groupds consolidated statement m®f compreher
derecognized or impaired, as well as through the amortization process. These financial assets are include
current assets if maturity is within twelve (12) months from the end of reporting period. Otherwise, these ¢
classified as noncurrent assets.

As at June 30, 2014 and 2013, included wunder | c
contract receivable and advances to related parties (see Notes 4, 8 and 22).

Other Financial Liabilities

Other financial liabilities are initialije@ed fair value, less directly attributable transaction costs. After

initial recognition, intebestring loans and borrowings are subsequently measured at amortized cost using
the effective interest rate method. Amortized cost is calculatietiooyciaidimg any issue costs, and any

di scount or premium on settlement. Gains and | c
comprehensive income when the liabilities are derecognized as well as through the amortization process.
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As a June 30, 2014 and 2013, included in other financial liabilGies@are thédd s account s pay
other liabilities, advances from related parties, and advances from lessees (see Notes 11, 19 and 21)

Offsetting of financial statements and fiizdnildiak

Financial assets and financial liabilities are offset and the net amount reported in the consolidated statem
financial position if, and only if, there is a currently enforceable legal right to offset the recognized amount
and there isxantention to settle on a net basis, or to realize the assets and settle the liabilities
simultaneously.

Derecognition of financial assets and financial liabilities
(c) Financial assets

A financial asset (or, where applicable, a part of a finangiaras$et group of similar financial assets)
is derecognized when:

1 the rights to receive cash flows from the asset have expired;

91 the Group retains the right to receive cash flows from the asset, but has assumed an obligatiol
to pay them in full withoatt er i al del ay #d rtohuigrhd paa rrtayn guem

1 the Group has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has aditiar transferr
retained substantially all risks and rewards of the asset, but has transferred control of the asse

Where the Group has transferred its rights to receive cash flows from an asset or has entered into a pass
through arrangement and has neitherteshsbdr retained substantially all the risks and rewards of the
asset nor transferred contr ol of the asset, t he
involvement in the asset. Continuing involvement that takes the forne aive iginer tnatesferred asset

is measured at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.

(d) Financial liabilities

A financial liability is derecognized whem#ti@ohinder the liability was discharged, cancelled or has
expired. Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially raodifiedasgetor modification

is treated as a derecognition of the original liability and the recognition of a new liability, and the differenc:
the respective carrying amounts is recognized in the consolidated statement of comprehensive income.

Impairmat of Financial Assets

The Group assesses at each end of reporting period whether there is objective evidence that a financial
or group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be
impaired if, dronly if, there is objective evidence of impairment as a result of one or more events that has
occurred after the initial recognition of the &
an impact on the estimated future cagif tlisvBnancial asset or the group of financial assets that can be
reliably estimated.

Evidence of impairment may include indications that the contracted parties or a group of contracted partie
experiencing significant financial difficulty, rddéfinfjueency in interest or principal payments, the

probability that they will enter bankruptcy or other financial reorganization, and where observable data inc
that there is measurable decrease in the estimated future cash flows, sucla@sansamgesonomic

conditions that correlate with defaults.
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Loans and receivables

The Group first assesses whether objective evidence of impairment exists individually for financial assets
are individually significant, and individually oelgdedthancial assets that are not individually

significant. If it is determined that no objective evidence of impairment exists for an individually assessed
financial asset, whether significant or not, the asset is included in the grousets firtnsiialilas

credit risk and characteristics and that group of financial assets is collectively assessed for impairment. A
that are individually assessed for impairment and for which an impairment loss is or continues to be
recognized are notiuded in a collective assessment of impairment.

If there is objective evidence that an impairment loss on financial assets carried at amortized cost has bet

incurred, the amount of | oss is meastheapesentas a ¢
value of estimated future cash flows (excluding future credit losses that have not been incurred) discounte
the financi al assetds original effective intere

recognition). The garg amount of the asset shall be reduced through the use of an allowance account. Th
amount of loss is recognized in the consolidated statement of comprehensive income.

If in a subsequent period, the amount of the estimated impairment losseioEasssbecause of an

event occurring after the impairment was recognized, and the increase or decrease can be related object
to an event occurring after the impairment was recognized, the previously recognized impairment loss is
increased or reddday adjusting the allowance for impairment losses account. If-affutilaevrite

recovered, the recovery is recognized in the statement of comprehensive income. Any subsequent revers
an impairment loss is recognized in the consolidatt sfatemprehensive to the extent that the

carrying value of the asset does not exceed its amortized cost at reversal date. Interest income continues
be accrued on the reduced carrying amount based on the original effective interestlratmsf the asset.
together with the associated allowance are written off when there is no realistic prospect of future recover
and all collateral, if any, has been realized or has been transferred to the Group.

Cash
The Companyds cash rmesishadsatecaltwithdanksh on hand and c

Trade and Other Receivables

Trade receivables mainly consist of amounts due from tenants for the lease of buildings. If collection is
expected in one year or less (or in the normal operating cycle of the bukitieesg drtonlgessified as
current assets. If not, they are presented as noncurrent assets.

Prepaid Taxes

This account comprises of creditable withholding taxes and unusé&utadjiabMAvithholding tax is
deducted from income tax payable emingesar the revenue was recognized.

Claims for input VAT and prepaid taxes are stated at face value less provision for impairment, if any.
Allowance for unrecoverable input VAT and prepaid taxes, if any, is maintained by the Group at a level
considereddaquate to provide for potential uncollectible portion of the claims. The Group, on a continuing
basis, makes a review of the status of the claims designed to identify those that may require provision for
impairment losses.

Property and Equipment

Propest, plant and equipment are recognized when probable future economic benefits associated with the
property, plant and equipment will flow to the Group and the amount can be measured reliably. Property ¢
equipment are initially measured at histori€akdaistorical cost of property and equipment comprises its
purchase price, including import duties, taxes and any directly attributable costs of bringing the asset to it
working condition and location of its intended use.

Machinery and equipment icoieolidated financial statements are recorded at its deemed cost. The
deemed cost of machinery and equipment include the appraisal increase at the date of transition to PFRS
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The Group elected to use the appraised value of machinery and eqdgemned asstsat the date of
transition. Appraisal increase related to revaluation of machinery and equipment was transferred to retain
earnings.

Subsequent to initial recognition, property and equipment are carried at cost less accumulated depreciatic
and amortization and any impairment in value.

Expenses that provide incremental future economic benefits to the Group are added to the carrying amou
an item of property and equipment. All other expenses are recognized in the statemerg of comprehensi
income as incurred.

Depreciation and amortization of property and equipment commences once the property and equipment ¢
available for use and computed using thelisiechgisis over the estimated useful life of property and
equipment as follows:

In Years
Buildings 50
Improvements 5t0 10
Machinery and equipment 410 32
Tools and equipments 5to 10
Furniture and fixtures 31010

The useful lives and depreciation and amortization method are reviewed annually to ensure that the peric
and mthod of depreciation and amortization are consistent with the expected pattern of economic benefits
from items of property and equipment.

When property and equipment are retired or otherwise disposed of, the cost and the related accumulated
depreciatiomd amortization and accumulated provision for impairment losses, if any, are removed from th
accounts and any resulting gain or loss is credited to or charged against current operations. Fully depreci
and amortized property and equipment areireténadcounts until they are no longer in use and no

further depreciation and amortization is charged against current operations.

Investment Properties

Investment properties are principally for rental and capital appreciation, and not aoogpied by the G

Investment properties are measured initially at cost, including transaction costs. The carrying amount incl
the cost of replacing part of an existing investment property at the time that cost is incurred if the recognit
criteria are met, andludes the costs ofalay servicing of an investment property. Subsequent to initial
recognition, investment properties (except land) are carried at cost less accumulated depreciation and an
impairment in value. Land is carried at cost lesairmmngritip value.

Depreciation are computed using the-btraigigthod over the following estimated useful lives:

In Years
Buildings and improvements 50
Land improvements 5

Investment property is derecognized when either it has beehatisgusethe investment property is
permanently withdrawn from use and no future economic benefit is expected from its disposal. Any gain c
loss on the retirement or disposal of an investment property is recognized in the profit or loss in the year c
retirement or disposal.

Investment properties are derecognized when either they have been disposed of or when they are
permanently withdrawn from use and no future economic benefit is expected from their disposal. Any gair
losses on the retirementspodal of an investment property are recognized in the statement of
comprehensive income in the year of retirement or disposal.

150



Transfers are made to or from investment property only when there is a change in use. For a transfer fror
investment propeayotvneoccupied property, the deemed cost for subsequent accounting is the fair value
at the date of change in use. If-oacgried property becomes an investment property, the Group accounts
for such property in accordance with the policy statempengeand equipment up to the date of change

in use.

Investments in a Joint Venture

The Company has entered into joint operations for the development of properties. A jointly operation is a
venture which involves the use of the assets agsboitfoess of the venturers rather than the

establishment of a corporation, partnership or other entity or a financial structure which is separate from t
venturers themselves. Each venturer uses its own property and carries its own invemtsitss. It also in

own expenses and liabilities and raises its own finance, which represent its own obligations. The joint ver
agreement provides a means by which the revenue from the sale of the joint product and any expenses
incurred in common are shared anowenturers.

The venturers recognizes in its financial statements: (a) the assets that it controls and the liabilities that it
incurs, and (b) the expenses that it incurs and its share of the income that it earns from the sale of goods
services ke joint venture.

Impairment of Ndimancial Assets

At each reporting date, the Group reviews the carrying amouHitsantitd asgets to determine

whether there is any indication that those assets have suffered an impairment ilndEali@gmy such

exists, the recoverable amount of the assets is estimated in order to determine the extent of the impairme
loss (if any). When the asset does not generate cash flows that are independent from other assets, the G
estimates the recoverabiieunt of the caglnerating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in us
the estimated future cash flows are discounted at their present valdexudiscpanreate that reflects

current market assessments of the time value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted. If the recoverable amount of an asset is estimated
be less thmits carrying amount, the carrying amount of the asset is reduced to its recoverable amount. An
impairment loss is recognized as an expense immediately, unless the relevant asset is carried at a revalu
amount, in which case the impairment losglig$raatvaluation increase.

When an impairment loss subsequently reverses, the carrying amount of the asset or cash generating un
increase to the revised estimate of its recoverable amount, but only to the extent of the carrying amount tl
would hae been determined (net of any depreciation) had no impairment loss been recognized for the ass
or castgenerating unit in prior years. A reversal of an impairment loss is recognized as income unless the
relevant asset is carried at a revalued amduoh gase the reversal of the impairment loss is treated as

a revaluation increase.

Accounts Payable and Other Liabilities

Accounts payable are obligations to pay for goods or services that have been acquired in the ordinary col
of business from pligrs. Other payables includéada payables and accrued expenses.

Accounts payable and other liabilities are classified as current liabilities if payment is due within one year
less (or in the normal operating cycle of the business ifidongdradénpayables are classified as
current liabilities if payment is due within one year or less. If not, they are presented as noncurrent liabiliti

Accounts payable and other liabilities are recognized initially at fair value and ashsedjatntly me
amortized cost using the effective interest method.
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