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WELLEX INDUSTRIES, INC.

LISTED IN THE PHILIPPINE STOCK EXCHANGE

October 142013

Dear Stockholders:

Please be advised that the annual meeting of the stockholders of the Corporation, as fixed by the B
Directors of WELLEX INIRISS, INGQvill be held druesday, November, ZDB at 10:38.m. at BFloor

One Corporate Center, Dofia Julia Vargas Ave. cor. Meralco Ave., Ortigas Center, Pasig City for the pu
transacting the following business:

Call to Order

Report on Attendance and Quorum

ApprovalofiMhnut es of Previous Stockhol dersé N
Reporta Stockholders for the year 2012

Ratification of Acts of the Board and Management

Election of Acts of Board of Directors for the Ensuing Term

Appointment of External Auditors

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, stockhatdersl ofate as of Octobe2@%Zhall be entitled to notice of,
and vote at, sai d st ockholrddoéDirsctors autherizeid the closing of the o r
stock and transfer bodthe Corporation from OctobeNb&ember 12013

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

On the day of the meeting, you or your proxy are beegbtorbgng this Notice and any form of identification
with picture and signature (e.g. driverds | icen

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 [INDUSTRIESNC. (t he fi C o myy a appoints 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 proxy of the undersigned stockholde
Annual Méiag of Stocklders of the Company on Novemb20112 and at 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 Murillo Dalupan and
onSeptemdr 132012. 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 external legal 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 wte upon such
other matteras may properly come
before the meeting.
4. Election of Directors AEYes ANo  AAbstain
/E Vote for all nominees listed below
Rogelio D. Garcia
William T. Gatchalian
Kenneth T. Gattiha
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)
Abelardo G. Palad, Jr. (Independent)
Antmio A. Henson

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

/£ Withhold authority to vote for the
nominees listed below:

DATE

THIS PROXY SHOULD BE RECEIVED BY THE CORPORATE SECRETARORENDCRAHER 2013, THE
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 IS MADE, THIS PROXY \
VOTED fAF ORTGONTOH ELL NOMINEES AND FOR THE APPROVAL OF THE MATTERS STATED ABOVE
FOR SUCH OTHER MATTERS AS MAY PROPERLY COME BEFORE THE MEETING IN THE MANNER DESCF
THE INFORMATION STATEMENT AND/OR AS RECOMMENDED BY MANAGEMENT OR THE BOARD OF DIREC

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

EXERCISED. A PROXY IS ALSO CONSIDERED REVOKED IF THE STOCKHOLDER ATTENDS THE MEET
PERSON AND EXPRESSED HIS INTENTION TO VOTE IN PERSON.
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19.

11.

SEC FORM 20.1S

L'\ INFORMATION STATEMESIT PUR SUANT TO SECTION 20 b
; SECURITIES SEGULATION CODE

8

Check th~ appropriate box:
[. . 1 Peliminary Information Statement
[ v ] Definitive Information Statement

o2 TR :
Name of Registrant as specified in its charter

Province, chuintry or other jurisdiction of inco-poration
or organizat.on

SEC.Ideh‘ﬁiﬁQ:étion Number
BIR Tax I&s ntification Code

Address of fegistrant's principal office

Registrant's telephone number, including arez code

Date, time and place of the annual stockholders' meeting

Approxirrte date on which the Information St eet is first to

be sent cr given to security holders

In case of nroxy Solicitation

l\

: WELLEX INDUSTRIES, INC.

. PHILIPPINES
- 11790
: 003-946-426

: 35" FIr. One borporate Center, Dofia

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

. (632) 706-7888

. November 12,2013 at 10:30 AM.,

6 Floor of One Corporate Center
Dofia Julia Vargas Ave. cor.
Meralco Ave., Ortigas Center,
Pasig City

. October 21, 2013

. Not applicabla

Securities registered pursuant to Sections 4 214 8 of the RSA (information on number of shares and

amount cf ¢ebt is applicable only to corporate registrants):

Title of E=ch Class

Number of Shares of Cdmmon Stock

Outstanding or Amount of Debt Outstanding

Common Shares- P1.00 par value

Issued and Outstanding - 3,271,941,380

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

Yes X No

The c‘pmmon shares of the Corporaticn are listed on the Philippine Stock Exchange.



PART 1

A. GENERAINFORMATION

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

Date, Time, and Place of Meeting : November 12013
10:D AM.,
6" Floor of One Corporate Center
Dofa Julia Vargas Ave. cor., Meralco
Ave., Ortigas CentePasig City

Compl ete Registrant 6:s M38Hoor,rOge Conpatate eCenger

DofiaJulia 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
securityolders shall be on : October 21208
ltem 2. Di ssentersd Right of Appraisal

Under Section 81 and 42 of the Corporation Code, stockholders who dissent to certain corporate
are given theght of appraisal. Among others, appraisal rights are available to dissenters in case
corporation invests its funds in another corporation or business for any purpose other than its p
purpose. The appraisal right may be exercised by angrstaeciheidll have voted against the
proposed corporate action, by making a demand on the corporation within thirty (30) days after tt
on which the vote was taken for the payment of the fair value of his shares.

There are no matters or proposed cmrpee actions to be taken up

meeting which may give rise to a possible exercise of security holders of their appraisal rights und
X of the Corporation of the Philippines.

THE STOCKHOLDER MUST VOTE AGAINST THE PRORPEIRATE ACTION IN ORDER TO
AVAIL HIMSELF OF THE APPRAISAL RIGHT

Item 3. Interest of Certain Persons in Matters to be acted upon
Each of the incumbent Directors or Officers of the Corporation since the beginning of the last fisc
or any assoadabf any of the foregoing persons do not have any substantial interest, direct or indirec

security holdings or otherwise, in any matter to be acted upon.

None of the incumbent Directors of the Corporation has issued any notice in wtitingaf an inten
oppose any action to be taken by the registrant at the meeting.

B. CONTROL AND OTHER INFORMATION

Item 4. Voting Securities and Principal Holders Thereof

(a) The Corporatidas 3,271,988 outstandingares as of SeptemB@r2013Every stotlolder

shall be entitled to one vote for each share of stock held as of the established record date.



(b) Out of the totalitstanding sha#s3,271,94380 as of SeptemberBA3 number of shares of
Common Stookvned by foreigners was 39®btr 1.8B% Each share is entitled to one vote as of
the established record dteakdown of nationality of foreign shareholders are as follows:

Chinese31680,49&r 0968%6; Taiwanese: 7,000,000 or 0.214%; Portt@0&aH or 0.015%;
Danish: 120,000.0@%; and Others /Unclassi&sl782 or 0.067

(c) All stockhdérs of record a6October 12013ar e enti tl ed to notice al
AnnuaMeeting of the Stockholders.

(d) Manner of Voting

The election of directors shall be taken umegtihg and pursuant to Section 24 of the Corporation
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 stockholdes is entitled
many votes as shall equal the number of shares held by such person at the close of business
record date, multiplied by the number of directors to be elected. A stockholder may cast all such v
a single nominee or may apportion seElamaing any two or more nominees. The shares shall be
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 reprt attached to this SEC Forrd20s the management report to stockholders required under SRC
Rule 20 to accompany the SECForm@0 and i s hereinafter referred

Security Ownership of Certain Record and Beneficial Owdédvieaagement:
(Asof Septembap, 2013

(1) Security Ownership of Certain Record and Beneficial Owners

As ofSeptember 3@013he Corporation knows of no one who beneficially owns in excess o
5% ofthe Corporatisrcommon stock except as set fohh fabtdoelow. Thpercentage of
shares held is based on tistamding shares of 3,27131

% to

No. of Shres total
Held ols

shares

Name, address of Record
Owner and Relationship with
Issuer

Title of
Class

Name of Beneficial Owner ang

Relationship with Record Ownd C11Z2enship

PCD Nominee Corporation 37
Tower 1, The Enterprise Cent| PCD Particip@srand their clients
6766 Ayala Ave. cor. Paseo [ (see Schedulg A

Roxas, Makati City (Stockholg

Common Filipino 915,88,297 279

William T. Gatchalian, 35F On
Corporate Center, Julia Vargg
Ortigas Center, Pasig City
(Stockholder)

Common same as record owner Filipino 835,000,100 25.520

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

Common same as record owner Filipino 492,962,532 15.066

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

Common same as record owner Filipno 317,750,100 9.711

Shinji Kobayashi,c/o TWGI, 3
Fir., One Corporate Center, D|
Julia Vargas ave., Ortigas Cel
Pasig City (Stockholder)

Common same as record owner Filipino 210,650,000 6.438




Schedule #CD Nominee isegisteredwner of shares held by participants in the PCD, a private company organized
to implement an automated book entryafyséemiling securities in the Philippines. Shares lodge with PCD are voted
through itappointed proxywhom the Company can onlsndeteon October 28, 2013, the deadline for submission of
proxiesPCD is not related to Wellex IndustriBgldmcare the top ten (10) shareholders under PCD:

Schedule A
PCD Nominee No. of Shares Held %

Westlink Global Equities, Inc. 100,846,67 10.%
Abacus Securities Corporation 86,43821 9.05
COL Financial Group, Inc. 65,780,72] 6.89
Bernadbecuritiesnc. 56,86.,000 5.95
BPI Securities Corporation 28,727,11 3.01
Solar Securitidsic. 27,164,95( 2.84
BDO Securities Corpoation 25,50,000 2.67
Evergreen Stock Brokerage & Seq 25,216,34 2.64
SunSecurities, Inc. 22,920,00 2.40
Quality Investments & Securities ( 22,760,32 2.38
Others 433,670,844 48.39
TOTAL 915,868,297 100.00

(39 Security Ownership of Managemen$&psenfiibed0, 2A.3

Amount and Percent
Title of Name of Beneficial Nature of o .
s Citizenship|  of
Class Owner Benefical
. 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 | 100,000,100 (dire| Filipino 3.056
Common | William T. Gatdiza 835,000,100 (dire| Filipino | 25.520
Common | Lamberto B. Mercadio 200 (direct  Filipino 0.000
Common | Abelardo G. Palad Jr. 100 (direcf Filipino 0.000
Common | Byoung Hyun Suh 100 (direcf Korean 0.000
Common | Richard L. Ricardo 460,000 (direq  Filipino 0.014
Common | Miguel B. Varela 10,000 (direq  Filipino 0.000
Common | Omar M. Guinomla 10Q00@direct)  Filipino 0.08
Atty. Mariel Francisco - Filipino 0.000
All directors and Officers as a group|  1,04,420800 32.01

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

(4) There has been no arrangement of which may result in a change in the control of the registrant

() No change in control of the corporation has occurred ginointhefles last year.



Item 5. Directors and Executive Officers

Information required hereunder is incorporated by reference to the sactiohdne d o Di rect or s
ExecutiveOf f i cer s of t h el3t®RE0§thedManmagementRepom. page s

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

Name Position Age | Citizenship
1.| Rogelio D. Garcia Chairman 73 | Filipino
2.| Kenneth T. Gatchalian President/CEO 37 | Filipino
3.| ElviréA. Ting Vice President 53 | Filipino
4.| Richard L. Ricardo Treasurer 49 | Filipino
5.| William T. Gatchalian Director 63 | Filipino
6.| Lamberto B. Mercado Jr. | Director 50 | Filipino
7.| Abelardo G. Palad Jr. Independent Direct¢ 72 | Filipino
8.| Byoung Hyun Suh Independent Direct¢ 56 | Korean
9.| Miguel B. Varela Independent Direct¢ 71 | Filipino

10.| Omar M. Guinomla Director 40 | Filipino
11.| Antonio A. Henson Director 72 | Filipino

The aforementioned nominees are all incumbenegaeptdos Mr. Antoniogkiddnnominated by Ms.

Elvira A. Tingll nominees in the final list pvescreened by the Nomination Committee and theiioggalifica
are presented on pages 44 o6 MIAnageent Report. The thirekependent directdxgy. Miguel B. Varela,
Eng. Abelardo G. Paladadd Mr. Byoung Hyun, Sulh be servitigeir 2term as independent directors
when elected during the annual mé@étinijomination Committee will recommendrdengd@aooling off
period fawo yearafter their lagirtn on 20Jpursuant to SEC Memorandum Circular No. 9 series of 2011
(Term Limits for Independent Directors).

The Certificat®of Independent Directors executed by the aforementioned independent directors of the
Corporation are attached hereto. {isongagek3- 21)

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 of the candidates for independent direct@erpbthton are related to Wellex Industries, Inc.
The Members of the Nomination Committee are the following:
1. Rogelio D. Garei@hairman
2. Kenneth T. Gatchaliamember
3. Miguel B. Varelmember/Independent Director
Information required by SEC uRd2R8le 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 afride from any business or other relationship Whichamud reasonably be perceived to,

materially interfevith his exercise of independent judgment in carrying out his responsibilities as a direct
the corporation and includes, among others, any person who:
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1.1 Is not a director or officer bstamtial stockholder of the corporation or of its related
companies or aaits substantial shareholders except when the same shall be an independe
director of any of the foregoing;

1.2 Does not own more than two percent (2%) of the share®aHtibe anddor its related
companies or any of its substantial shareholders;

1.3 Is not a relative of any director, officer or substantial shareholder of the corporation, ar
its relatedompanies or any of its substantial shareholders. For ¢hisefatiyes include
spouse, parent, child, brother, sister, and the spouse of such child, brother or sister;

1.4 Is not acting as a nominee or representative of any director or substantial shareholder o
corporatiomand/or any of its related coepamd/or any of its substantial shareholders,
pursuant to a Deed of Trust or under any contract or arrangement;

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

1.6 Is not retained, either personally or through his firm or any similar entity, as professional ad
by thecorporation, any of its related companies and/or any of its substantial shareholders, withi
last tw@2)years; or

1.7 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 by himself and/or with ot
persons and/or through a firmiaf tvnis a partner and/or a company of which he is a director
or substantial shareholder, other than transactions which are eondiefeghatind are
immaterial.

No person convicted by final judgment of an offense punishable by impriperipteeixteeeding six

(6) years, or a violation of this Code, committed within five (5) years prior to the date of his electiol
gualify as an independent director. This i s w
Manubon Corporate Governance provides.

Any controversy or issue arising from the selection, nomination or election of independent director
beresolved by the Commission by appointing independent directors from the list of nominees submi
the sockholders.

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

4.1 Related company means another company which is: (a) its holding company, (b) its subsidic
(c) a subsidiary of its holding company; and

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

Qualifications and Disqualifications of Independent Directors
1. An independent director shall have oarfglbualifications:
1.1 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 sufdrmal education or he shall have been engagedeat to the business
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 independent directors up to the age of eighty (80);

1.4 He shall have been proven to possess integrity and probity; and

1.5 He shall be assiduous.

2. No person enumerated under Section Il (5) of the Code of Corporate Governance shall qualify as a
independent director. He shall likewise be disqualified durengrideténe following instances or
causes:

2.1 He becomes an officer or employee of the corporation where he is such member of th
board oflirectors/trustees, or becomes any of the persons enumerated under letter (A) herec

2.2 His beneficial secuotynership exceeds two percent (2%) of the outstanding capital stock
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 sucknales are due to grave iliness or death of an
immediate family;

2.4  Such other disqualifications that the Corporate Governance Manual provides.

. Number of Independent Directors

All companies are encouraged to have independent directoissudosvef/eggistered securities and public
companies are required to have at least two (2) independent directors or at least twenty percent (209
boardsize, whichever is the lesser.

. Nomination and Election of Independent Directors

The Nominatiom@mi tt ee (the ACommitteed) shall have
independent director. It shall promulgate the guidelines or criteria to govern the conduct of the nom
Thesame shall be proper | yrmdtiorsar proxg stateménnhor subhe ¢

other reportequired to be submitted to the Commission.

Nomi nation of independent director/s shall be
recommendations shall be signed by the nomatddiraddets together with the acceptance and
conformity lilge woulde nominees.

The Committee shallgimeen the qualifications and prepare a final list of all candidates and put
place screening policies and parameters to enable it to efiewtivbly gemlifications of the
nominees fardependent director/s.

After the nomination, the Committee shall prepare a Final List of Candidates which shall contz:
theinformation about all the nominees for independent directors, as requited Aphded R&)t 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 accordance with SRC Rule 20, or
other reports the Coafion is required to submit to the Commission. The name of the person or grouy
persons whecommended the nomination of the independent director shall be identified in such re
including amglationship with the nominee.

Only nominees whose nampgea on the Final List of Candidates shall be eligible for election as
independeniirector/s. No other nomination shall be entertained after the Final List of Candidates ¢
have been preparéth further nominations shall be entertained nor altbevéld@mduring the

actual annual stockholdaesting.

10



6.

Election of Independent Director/s

6.1 Except as those required under this Rule and subject to pertinent existing laws, rules
regulations ¢fie Commission, the conduct of the electiopesfdededirector/s shall be
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 all stockholder:
attendance of the mandatory requiremel®ctirig independent director/s. He shall
ensure that an independentr ect or /s are el ected during

6.3 Specific slot/s for independent directors shall natpbyilkedjualified nominees.

6.4 In case of failure of eleatioimélependent director/s, the Chairman of the Meeting shall call a
separate election during the same meeting to fill up the vacancy.

E. Termination/Cessation of Independent Directorship

In case of resignation, disqualification or cessation of indeoddrip dind only after notice has
been made withe Commission within five (5) days from such resignation, disqualification or cessation
vacancy shall be filled bydie of at least a majority of the remaining directors, if still cqustitnting a

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 elected to fill a vacancy shall se
for the unexpired terfnhis predecessor in office.

The procedure for the fANomination and El ecti
being incorporatedhe Amended-Baws of the Corporation dated October 11, 2007

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 directorsedretsolgromulgate the following rules on the election of
Independent Directors in listed, public and mutual fund companies:

1. There shall be no limit in the number of covered companies that a person may be elected as Inde
Director (ID), excepbusiness conglomerates where an ID can be elected to only five (5) companie:
the conglomerate, i.e., parent company, subsidiary or affiliate;

2. IDs can serve as such for five (5) consecutive years, provided that service for a prr{6)l of at leas
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 theyfesr service period, an ID shall be ineligible for election as such in the san
canpany unless the I D has undergone a Acool ir
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. AnIDrel ected as such in the s amserveformnotherfive @)f t e
consecutive years under the conditions mentioned in paragraph 2 above;

5. After serving as ID for ten (10) years, the ID shall be parpetuatiypeing elected 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 provided for in this Circular;

The Company has cordpligh the above guidelines.

Significant Employees

Other than its current officers mentioned in the preceding subsection, the Company has not engaged the

11



of any person who is expected to make significant contribution to the busined®af the Corpora

Family Relationships

Except for the son of William T. Gatdkatiaeth .T Gatchalian, the President/Director and kislaigter

Elvira A. Ting, the Meesident, there are no family relationships up to the fourth civil degree either
consnguinity or affinity among directors, executive officers, persons nominated or chosen by the corpor
become directors, or executive officers.

Involvement in Certain Legal Proceedings

None of the directors and executive officers was inuthredegatg@roceedings during the past five (5) years
up to the latest date. Neither have they been convicted by final judgment in any criminal proceedings,
subject to any order, judgment or decree of competent jurisdiction, permaneihil\emjobeimgpobarring,
suspending, or otherwise limiting their involvement in any type of business, securities, commodities or
activities, nor found in an action by any court or administrative bodies to have violated a securitie
commoditidaw.

Certain Relationships and Related Transactions

The Group, in the normal course of business, has transactions with rétetll pantigdable summarizes
the transactions with related parties for the year ended Deceméned 1], R(Rase refer to Note 19 of
the Audite@onsolidatdeinancial Statements attached to this repobrfadtlscussions.

Increase/ 20p 201

(Dez:o;)e)ase) Receivables Payables Receivables Payables

The Wellex Group, Inc. 4.1% P 80,531,453| P - | P 7,289,435| P -

Wellex Petroleum, Inc. 8.1%% 2332,270 - 2,313,469 -

Metro Alliance Holdings & Equities ( - 105,060,000 - 105,060,000 -

Southern Pé&tils. (100.00%) - - 12,000 -

Forum Pacific, Inc. (100.00%) - - 6,211 -

Wellex Mining Corp. (100.00%) - - 333 -
Diamond Stainless Corporation - - 132,846,22 - 132,846,222
Kenstar Industrial Corporation 3.1% - 23,539,854 - 22,824,91
Rexlon Realtyforation - - 23,187,37 - 23,187,37
Philippine Estates Corporation 5.63% - 27,796,391 - 26,315,184
Plastic City Corporation 15713% - 85,685,751 - 33324,438
Pacific Rehouse Corporation - - 15,540,751 - 15,540,75
International Polymer Corporation 136.56% - 27,657,99] - 11,691,554
Asian Pacific Corporation - - 4,046,257 - 4,046,257
Ropeman International Corporation 152.96% - 8,101,207 - 3,202,528

Concept Moulding Corp. 100.00% - 2,545,095 - -

Key management and officers (02.94%) - 162,696,93 - 167,626,41
187,923,723 513,643,83 184,681,448 440,605,63
Allowance for doubtful accounts ( 56,413,226 - ( 56,413,226 -
P B1,510,461 P 513,643,83{ P 128,268,18¢ P 442,000,29

Advances to Metro Alliance Holdings and Equi{ld\GB(p) represent receivable for the value of the land
foreclosed to settle the affiligi@n with Pigipine Veterans Bank (see Nobé th@ Consolidated Financial
Siatements as of December 31).2012

The assignment of intercompany receivables@agbdvances to/from affiliates was in line with the plan of
integrating the Group intercompany account balances to facilitate the preparation of intercompany recon
billing and collection and payment processes among tfeedidole 23f the Consolidated Financial
Statements as of December 31).2012
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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 Asia, IsubBidihries have ceased operatidd€l@usubsidiaries have
leased out its warehouse/building facilities.

Resignation of Directors Due to Disagreement

Aside from resignation of Mr. Weslie T. Gatchalian last October 1, 2012 due to eledtienat public of
Representative of ABuhay Partylishere is no director who resigned or decline to staslédore
because of disagreement.

Terms of Office

The Directors of Well ex |1 ndust r gtekoldfick untlthereext e e |
succeeding annual meeting and until their respective successors have been elected and qualified.

All officers, except executive officers, shall be elected by the Board of Directors at its first meeting follow
election. Eveofficer so elected shall be subject to removal at any time by the Board of Directors but all off
unless removed, shall hold office until their successors are duly elected and qualified.

The executive officers shall hold office either by appbitimeBoard of Directors or upon contract of
employment with the Corporation approved by the board of Directors.

Compensation of Directors & Executive Officers

The following table | ists the nameulConipensatiomforCor p
the two most recent years including the estimated compensation ¥oAyezys@fied, there was no
compensati on, in any form, to al/l Directors and
position
. . Other Variable Pay
Name& Position Year Salary (in Php) (in Php)
20B - 50,000
Rogelio D. Garcia
Chairman/Director 20p 3 50,000
2011 - 50,000
20B - 50,000
Kennetf. Gatchalian
President/CEO/Director | 202 i 50,000
2011 - 50,000
208 - 50,000
Elvira ATing
Vice President/Director | 202 - 50,000
2011 - 50,000
- 50,000
Richard L. Ricardo 208 50000
Treaster/Director 202 - ’
2011 - 50,000
20B - 50,000
All other officers & directors
Group Unnamed 20p ) 50,000
2011 - 50,000
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The Compensation Committee prescribed only the above compensation for the specified officers and direc
year 2012.

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

Standard Arrangement

Except for a nominal amount of peaieunting to P10,@0ing attendance in special meetings, there
are no standard arrangements to which directors of the Corporati@nsatedcoonpare to be
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 thea€ apopitsated, or is to be
compensatatirectly or indirectly for any services provided as a director for the last completed calendar
and ensuing year, for any service provided as a director.

Employment Contracts and Termination of Employment amgehmaControl Arrangements

There is no employment contract and termination of employeesiacdmnangeangement with
directors anekecutive officers.

Warrants and Options Outstanding

There are no warrants and options outstanding heldlbywWlellext r i e s, Il ncbs CEO, ¢
officers and directors as a group.

Item 7. Appointment of Independent Public Accountants

a. Diaz Murillo Dalupan and Conm(@MipC), upon recommendation by the Audit Committee of the
Board of Directamsmpeed of MiByoung Hyun Sak Chairmamd Ms. Elvira A. Ting and Mr
Kenneth T. Gatchalas members, wasapmpointed by the stockholders as the principal exte
auditors for the years 2012 and a@iilis again being recommended to the stockitotders
el ection as t he erndloaoditasnigr dhe year r20h8 selegtianl of extgrmal
auditors is made on the basis of credibility, professional reputation, accreditation with the Securiti
Exchange Commission, and affiliatiom nejtlitable foreign partmbe professional fees of the
external auditors are approved by the Company after approval by the stockholders of the engag
and prior to the commencement of each audit season.

b. In compliance with SRC Rule 68 paragrgpt) @Ration of External Auditors), and as adopted by
the Company, external auditors or engagement partners are rotated or changed every five ye
earlier.Ms. Jocelyn J. Villaflores was the lead engagement partner from 2005 to 2008 and
RoemanD. De Mesa in 2009 to 201Ragain for the ensuing year.

C. Representatives of the said firm are expect
have the opportunity to make statement if they desire to do so and are expectesl tm be availa
respond to appropriate questions.
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The members of the Audit Committee of the Corporation are the following:
1. Byoung Hyun SuBhairman/Independent Director
2. Elvira A. Tinmember
3. Kennefh. Gatchaliaimmember

Action with Respect Reports

a. Approval of the Minutes of the 2009 Annual Meeting of the Stockholders held on September 2
2009 at Top of the Citi,R3d, Citibank Tower, 8741 Paseo de Roxas St., Makati City covering the
following matters:

1. Annual Report of officers
2. Ratiication and approval of all acts and resolutions of the Board of Directors for the year enc
2008
3. Appointment of External Auditor
4. Election of Directors
b. Approval of the Annual Report of Managemenetarénded December 31, 2012

Amendment of Artideof Incorporation and Bylaws

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 held on December 17, 2004 aid®stoacke r 6 s Meet i ng hel d ther
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 and Secondary Purposes Aftittles of Incorporation of the Company and the same was
approved by the stockholders during the annu

The Board amended the Primary Purpose of the Corporation, from a holding company to a col
engagedn the business of mining and oil exploration considering that the government is curre
enticing the business sector to develop the

Secondary Purpose of the Company stipulated in Paragtapm2ut he headi ng A Mi

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 Articles of Incorporation luarege af principal office address from 22nd Floor
Citibank Tower, 8741 Paseo de Roxas St., Makati City to 35th Floor, One Corporate Center, Dofie
Vargas Ave., cor. Meralco Ave., Ortigas Center, Res@iypved by SEQuame 26, 2013

Other PPoposed Action

The

foll owing are to be proposed for approval d
(a) Election of the members of the Board of Directors, including the independent directors for the
ensuing year
(b) Appointment of Corporate Counsels, Philippinés;d_asvéxternal counsels
(0 Ratification of all acts of the Board of Directors and Management since the last annual meeting
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The summary of the matters approved and recorded in the Annual Meeting of the Stockholders last Septe
2009 are aslfmws: a.) reading and approval of the minutes of the annual meeting of the stockholders he
November 20, 2008; b.) presentation of Annual Report and approval of Financial Statements for the pr
year; c.) election of Board of Directors;tb) efeexternal auditors; e) ratification of all acts of the Board of
Directors and Management since the last annual meeting.

Brief description of material matters approved by the Board of Directors and Management and disclose
SEC and PSE sinbe tast annual meeting of the stockholders held on September 22, 2009 for ratification b
stockholders:

Date of Board Meeting Description
September 22, 2009 Election of Committee Members
September 27, 2010 Appointment of New Corporate Secretassaricbrp. Sec,

Atty. Maria Soledad San Pablo and Atty. Mariel L. Franc
respectively and resignation of Eduardo V. Mafnalac as [

September 6, 2011 Appointment of New Corporate Secretary, Atty. Mariel L
Francisco.
November 7, 2012 Acceptanaaf resignation of Weslie T. Gatchalian and ele

new President and member of Audit Committee

Voting Procedures

(A) An affirmative vote by the stockholders owning at least a majority of the outstanding capital
shall be sufficient for the apprbval Minutes of the Previous Stockhdlsstng 2) Financial
Statements 3) Ratification of Corporate Acts of the Board of Directors and Officers of
corporation as reflected in the minutes 4) Appointment of External Counsels .

(B) An affirmative vote by the stockholdeirsg at least a miajoof the outstanding capital stock
and majority of the Board of Directors shall be sufficient to arhand #wedBydopt new By
Laws. As stated:

Article 1X of the -Byws also provides that thkalg may be amended or repealed by
stockholders owgior representing a majority of the outstanding capital stock and by a majority
the Board of Directors at any regééing, or at any special meeting called for the purpose, or the
Board of Directors may, in any regular onmetaig thereof amdeor repeal theselBywvs

or adopt new Baws, provided, however, that this power to amend, modify, repeal these B
Laws or adopt newlByvs may be delegated to the Board of Directors by the affirmative vot
of the stockholders representing not lessvéifsirds of the outstanding capital stock,
provided, however, that any such delegation of powers to the Board of Directors shal
considered as revoked whenever stockholders representing majority of the outstanding ¢
stock of the Corporatiaalsh vote at a regular or special meeting called for the purpose.

The method by which votes will be counted:

(C) The holders of the majority interest of all outstanding stocks of the Corporation entitled to v
the meeting present in present or by ghmakyconstitute a quorum for the transaction of
business.

(D) The holders 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 such person at the close of busines
record date, multiplied by the number of directors to be elected. A stockholder may cast :
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such votes for a single hominee or may apportion such voteg @oomgraore nominees.

The shares shall be voted/cast by secret balloting and/or raising of hands. In all inatters inclu
the agenda. The stockholders are entitled to one vote per gfeamdection of directors, the
counting will be cumulafibhe counting of votes will be dotie b@orporate Secretary with

the assistance of the representatives of the Cospmcgmendent auditor Diaz Murillo
Dalupan and Company and Stock TransfeBAgeatDe Oro Stock Transfer Agency. All votes
atlching to the shares owned by stockholderprokiesewere received 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 proceedicidsotdene and of the
Directors in a book kepghfdrpurpose.

Discussion on Compliance with Leading Practices on Corporate Governnance

The Corporation adheres to the principles and practices of good corporate governance, as embodied in its (
Governance Manual and related SEC Circulars. Continuous improvement and monitoring of governal
management policies have been undertaken to ensure that the Corporation observes good governar
management practices. This is to assure the shatiehbttde Corporation conducts its business with the highest
level of integrity, transparency and accountability. The Annual Corporate Governance Compliance Evaluatio
submitted by the Corporation every year to the SEC and PSE.

TheCorporatidikewise consistently strives to raise its financial reporting standards by adopting and implemer
prescribed Philippine Financial Reporting Standards.

Undertaking
Wellex Industries, Inc., as registraiiit,provide thestockholders a copy of SEGra 17 Afree of charge.
Any writtenrequest for a copy of SEC FormAl3hall be addressed to the Office of the Corporate

Secretary c/@VELLEX INDUSTRIESC. 38" Floor, One Corporate Cen®fa Julia Vargas Ave., cor
Meralco Avertigas Center, PigsCity. Philippines

SIGNATURE PAGE

After reasonable inquiry and to the best of my knowledge @artifipehiet, the information set furih in
report is true, complete and correct. This repodtiis thigr@ity of Pasig on Octdb201B.

Wellex Industriesnc.By:

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

Ortigas Center, Pasig City
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CERTIFICATE OF INDEPENDENT DIRECTOR

|, ABELARDO G. PALAD JR., Filipino, of legal age and resident of #56 Gov. Lugay Avenue, Centro
Matalahib, Tarlac City, Tarlac 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
Palm Core Realty & Dev't Inc. President/CEO 2002 — Present
Northern Plains Agro-Industrial Corp. President/CEQ 2004 - Present
Luisita Golf & Country Club, Inc. Independent Director 2009 - 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. | shall inform the corporate secretary of WELLEX INDUSTRIES, INC. of any changes in the above
mentioned information within five days from its occurrence.

ABELARDO G. PALAD JR.

Affiant

Done thid) J J\F 2013,2013at

SUBSCRIBED AND SWORN TO before me this &3 JUN 2013 affiant exhibiting his Community
Tax no. 21048969 at Tarlac City on January 9, 2013.

Doc.No. /72—
PageNo. Z ¢
Book No,_Z—
Series of “2/3




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

Company Position Period of Service
Manila Bulletin Publishing Corp. Vice Chairman 2006 - Present
Megaworld Corporation Vice Chairman 2006 — Present
Ausphil Tollways Corporation Regular  Director 2008 - 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. | shall inform the corporate secretary of WELLEX INDUSTRIES, INC. of any changes in the above
mentioned information within five days from its occurrence.

///é%§é%5§%§%;;é;;//’///
GUEL B, VARELA

Affiant

f \ Vs ?0’13
Donethis “ ~ of = 2013 at

03 JUN 2013
SUBSCRIBED AND SWORN TO before me this at
no. EB4689998, at DFA-Manila, Expiry Date: 13 Feb. 2017.

, affiant exhibiting his Passport

Doc. No. /&<

Page No. 3% _ ATTY. ADRIAY

Book No._ 77— UNTIL .

Series of Zo/3 IBP NO/922
PTR
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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. | shall inform the corporate secretary of WELLEX INDUSTRIES, INC. of any changes in the above
mentioned information within five days from its occurrence.

/ L '\-

Affiant

~NO
[ e
—
»

ocT O
“UCLON Ciry

SUBSCRIBED AND SWORN TO before me this at , affiant exhibiting his Community
Tax no. 22017140 at Makati City, Metro Manila on January 8, 2013.

Doc. No. Fso
Page No.__ 26 tp

Book No.__ 2% > g
Seriesof -
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MANAGEMENT REPORT
AS REQUIRED BY SRC RULE 20
INCLUDING FINANCINFORMATION FOR TH)IRBRTER OF 2013

BUSINESS AND GENERTORMATION

1.) Brief Description of the General Nature and Scope of the Reg&isamss and its
Subsidiaries

Wellex Industries, Incorporated (WIN) is a company incorporated in the Philippines to engage primaril
business of mining and oil exploration and was known as Republic Resources and Development Cor
(REDECO). 8h Company 0s calyreqpdedroa ©Oetober 19f. 2066dahmuary 19, 2006, the
Companydéds Board of Directors (BOD) and stockho
Incorporation extending the corporate life for anothen §0 ydars Oct ober 19, 2056.
Articles of Incorporation was approved by the Securities and Exchange Commission (SEC) on July 20, 20(

On January 28, 2008, the BOD approved the amen
compny to a company engaged in the business of mining and oil exploration. The same was approved
stockhol ders of the Company | ast November 20, :
Amended Articles of Incorporation was apptbee8duoyrities and Exchange Commission (SEC) on April 3,
20009.

The shares of WIN are listed and traded in the Philippine Stocks Exchange or PSE. The Company who
two companies, namely Plastic City Industrial Corporation (PCIC) and Piilf¢oddedsieely known as

the Group.) Both subsidiaries have ceased operation but PCIC subsidiaries continue to earn income by le:
its warehouse facilities.

Plastic City Industrial Corporation

In November 1999, the Company formalized tfid>tastig City Industrial Corporation (PCIC) into the Wellex
Il ndustries, | nc. f a mi |-ptegratedm@mhufacturencs plastio prodircts used ipap i
number of industries. From its humble beginnings as a plasticzswapppéediietin in 1969, PCIC became

the forefront of the plastics industry until year 2002 where the company was greatly affected by economic
was then the Company was forced to stop its operation.

PCIl Cbos pl ant shecaree@regy oartladf Medro Manila. &lasticOCity is an industrial metropolis ir
itself. It used to serve the demands of different sectors such as plastic packaging, invaluable house ware |
appliance and telecommunications accessories, industrial ppets fmndwaterworks, sewerage and
telecommunications, and electrical conduit systems.

Philfoods Asia, Inc.

Philfoods Asia, Inc., was established to become a major processor and producer of packaged beverac
foodstuffs. Based in Valenzuela,Wetroi | a, the plantds capabilities
bottled drinking water, fruit juices, powdered juices, -Aadezb@alducts such as biscuits, instant noodles,
and other snack foods.

All plant equipment have been precutr@ustalled for its programmed commercial operation. However becaus
of the continuing adverse condition of the Philippine economy the management decided to postpone its op
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Plastic City Industrial Corporation (PCIC) and Philfoods Asm,dewiddth to temporarily cease its
manufacturing and commercial operations. The continued losses and cessation of operations were due r
scarcity of raw materials, increase in production costs in electricity, power and raw materias coupled w
competition brought about the influx of imported goods. Due to the cessation of operations, the Group
concentrating in leasing out its warehouse facilities.

2.) Properties and Other Assets

Investment Properties

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

Land improveme  Buildings anc

Land improvement Total
Net carrying amounts
Januarny, 2012 P 918,567,8¢ P 1,316,3z P 119,522,0¢ P1,039,406,3(
Depreciation ) ( 6581 ( 3,077,00 ( 3,735,2)
Disposal (75,609,00 i i (75,609,00
Impairment loss (241,103,38! i ) (241,103,38"

Net carrying amagin
December 31,2012 P 601,855,5( P 658,16 P 116,445,011 P718,958,67

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

| # | Location | Title | Area (I15q. Meters) |
1 Montalban, Rizal TCT N330602 3,283.00
2 Montalban, Rizal | TCT N330603 49,884.00
3  Montalban, Rizal TCT N330604 33,817.00
4  Montalban, Rizal TCT N330605 315,592.00

The properties of Plastic City Industrial Corporation bobleed amddocated in various areas but majority is
located in Canumay, ValenZ2ielperties at any one time or another are subject, in the ordinary course of
business, to certain liens and/or encumbrance in favor of their respective bantirtteditdorasia &ir

short term bank facilities, whether or not there are outstanding obligations thereto. (For further discussion,
refer to Note 6 of the Audited Financial Statements)

The company has no intention of acquiring property for the (triveaths.

Investments in a Joint Venture

The Groupds investment in joint venture represe

In July 1997, PCIC subsidiaries (Inland Container Corporation, Rexlon Industrial Corporation and Kennex
Container®r por ati on) entered into a Joint Venture Ag
Corporation (PEC), as Developer and PCIC subsidiaries and other #dfithtesascaohereby PEC will
develop into industrial estate the parcels afdéedla Canumay, Valenzuela, Metro Manila owned by the
Group and its{amdowners. For these jaintiyrolled 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 ventassfalows:

2012 2011
Cost P 102,092,8¢ P 102,092,8¢
Appraisal increase 498,315,224 498,315,224
Accumulated impairment losses ( 207,224,9 ( 56,899,6(
P 393,183,1¢ P 543,508,5(

Portion of the real estate properties of B€itiagas with an aggregate carrying amount of P512,348,300 as

of Decemb@d, 201lwere mortgaged with B3¥@dore the loans obtained by the Group. In 2012, the
outstanding loan from BDO was paid and the related mortgage properties(serNoteH@édudited

Financial Statements).

Property, Plant and Equipment

Details of the Gr oupadatDgcenmber 8lr 20Pas fofowvsant and
December 31, 2012
Buildings Machinery Tools and Furniture,
and leasehol and transportatio fixtures and
improvemen! equipment equipment equipment Total
Net carrying amount
January 1, 2012 P 4,644,07 P192,601,7z P 44,14 P 78,71 P 197,368,6¢
Additions - - - - -
Depreciation
( 144,0¢ ( 19760,03 (44,13 (22,64 ( 19,970,8}
Net carrying amount
December 31,2012 P 4,500,01P 172,841,6¢ P - P 56,06:P 177,397,7i

e Machinery and equipment includes the following:

Pipe Systems Plant

Blow MouldingPET Plant

Section Machine Section Machine
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 nm YEI 1 Tahara3
Tahara4
PVC CMT 58 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 Nissei *
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 Nissei
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
200A OZ Nissei
200 B OZ Nissei

260 OZ Natco
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 50QL

Thermoforming Plant

Machine

E2i Wellex
E2i Taiwan

R1i Dipiemme
R2i lllig
R3i Dipiemme

P1i Moss
P27 Omso
P3i Omso
P47 Omso




¢ Buildings and Leasehold Improvements

Since the company stopped the operation and focused in leasing theeraaiediists of lessees:

Area Monthly
No. Name of Lessee Co. Bldg. No. in Contract Period Rental (Net of
sgm 5% EWT)
1 New Pro Manufacturing & Industrial Corp. ICC 11 960 01.15.12 - 01.15.13 56,496.00
2 San Miguel Packaging Specialists Inc. ICC 45-A 1,980 02.23.12 - 02.22.13 113,496.43
3 San Miguel Packaging Specialists Inc. ICC 45-A 2,220 01.23.12 - 01.23.13 127,253.57
4 San Miguel Packaging Specialists Inc. ICC 45-C 2,340 05.01.12 - 04.30.13 125,190.00
5 San Miguel Packaging Specialists Inc. ICC 13 extra area 960 02.01.12 - 03.31.13 51,260.00
6 San Miguel Packaging Specialists Inc. ICC 32 3,052 03.01.12 - 02.29.13 163,282.00
7 Global Trade Asia Services Inc. ICC 13 960 11.15.12 - 11.15.13 51,360.00
8 Ginebra San Miguel Inc. ICC 22 1,134 12.15.12 - 11.30.13 66,735.90
9 Ginebra San Miguel Inc. ICC 24 1,476 11.30.11 - 11.30.12 86,862.60
10 | Ginebra San Miguel Inc. ICC admin. office 11.30.11 - 11.30.12 10,000.00
11 | Ginebra San Miguel Inc. ICC open yard 1,500 11.30.11 - 11.30.12 42,997.95
12 | Ginebra San Miguel Inc. ICC 27 open space 800 11.30.11 - 11.30.12 22,932.24
13 | Unistar Asia Manufacturing Company ICC 17 378 03.25.12 - 03.25.13 22,245.30
14 | Amberville Industrial Corporation ICC 38-A 1,773 06.30.12 - 06.30.13 106,238.16
15 | Datrima Packaging and Industrial Corp. ICC Admin Office 06.30.127 06.30.13 10,000.00
16 | Sta. Rita 168 Builders Corporation KCC 15 924 02.01.11 - 06.30.12 105,930.00
17 | Hayama Industrial Corporation KCC 39-A 1,244 01.01.12 - 12.31.12 66,554.00
18 | Hayama Industrial Corporation KCC 42 1,980 01.01.12 - 12.31.12 105,930.00
19 | Apo Global Cosmetic Depot Inc. PPC 35-A 288 02.15.12 - 02.15.13 16,948.80
20 | Big Thumb Enterprises PPC | Open Space of 23 35 05.01.12 - 10.31.13 1,809.41
21 | San Miguel Brewery Inc. PPC shipping yard 1,430 05.01.11 - 04.30.13 53,459.78
22 | San Miguel Brewery Inc. PPC 23 3,105 05.01.10 - 04.30.13 232,157.52
23 | Sher Sales Center PPC 5 187.50 01.01.12 -12.31.12 12,137.81
24 | Wynonah's Home Creation PPC 4 Extension 350 01.05.12 - 09.05.12 31,474.30
25 | Hopewell Sales Center PPC 20 924 10.15.11 - 10.16.12 51,905.70
26 | Unistar Asia Manufacturing Company PPC 4 405.64 11.30.11-11.30.12 26,042.09
27 | Crocodile Tape & Co. PPC showroom 228.70 01.15.12 - 01.15.13 14,682.54
28 | DTM Print & Label Specialist PPC 3T.R. 125 01.15.12 - 01.15.13 6,319.69
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3.) Risks
The Group is exposed to a variety of financial risk which results from both its operating and financing a
The Groupobds risk management is coordinateed wi i
shorterm 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 doe
write options.

The most significant financial risks to which treee@poged 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 exposurdinatiedal assets is the carrying amount of the financial 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

2012 2011
Cash, excluding cash on haiude 4 P1,790,60 P 5,351,9¢
Trade and other receivables, at gross anobe 5t 3,577,121 2,914,071
Installment contract receivatdee 57,316,89 T
Advances to related parties, at gross anuteri9 187,923,72 184,681,44

P 250,608,3t P 192,947,51

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 andiloer receivables

The Group assesses credit risk on trade accounts receivable for indicators of impairment by review
age of accounts. As at December 31, 2012 and 2011 the Group classifies all its trade receivable as
due and impaired. Allow&rcgoubtful accounts had been provided to cover uncollectible balance. Th
Group does not hold any collateral as security for these receivables.

Credit risk arising from rental income from leasing of buildings is primarily managed through a tena
seledbn process. Prospective tenants are evaluated on the basis of payment track record and othe
credit information. In accordance with the provisions of the lease contracts, the lessees are require:
deposit with the Group security deposits and advamdesen whi ch hel ps reduce
exposure in case of defaults by the tenants. For existing tenants, the Group has put in place a mon
and followp system. Receivables are aged and analyzed on a continuous basis to minimize credit r
associated with these receivables.

Advances to related parties

As at December 31, 2012 and 2011, the Group classifies advances to related parties as past due b
impaired with certain portion determined to be past due and impaired.

The Company doeot hold any collateral as security on the receivables.

The management continues to review advances to related parties for any legally enforceable right 1
offset with liabilities with the expressed intention of the borrower to settle artainet basis. C
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subsidiaries filed a corporate rehabilitation as plan to revive its operation for the benefit of stockhol
affiliates (see Note 1).

The aging and quality of financial 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 P1,79060 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(
Relatd parties 10,036 3,747 14,370 290,353 - 318,50€
Others 279,145 200,162 33,001 59,753 - 572,061
Installment contrac
receivable 57,316,89¢ - - - - 57,316,89¢
Advances to relate(
parties - - 131,510,46. 56,413,26! 187,923,72

P60258,60€ P 723,71¢ P 278,70¢ P 131,864,188 P 57,483,12 P 250,608,35

December 31, 201! Neither pas Past due but not impaired
due nor Over Past due an
impaired 130 days 3160 days 60 days impairec Total
Cash P5351,99 P - P - P - P - P 5,351,99!
Receivables from:
Trade 691,609 53,169 1,809 1,809 1,069,86¢ 1,818,26¢
Related parties 6,588 1,410 5,224 519,101 - 533,722
Others 287,220 186,895 36,009 53,365 - 562,08¢
Advances to relate(
parties - - 128,268,18 56,413,26( 184,681,44

P 6,337,41. P 241,47 P 43,04z P 128,842,46 P 57,483,12 P 192,947,51

Certain trade and other receivables and advances to related parties were assessed to be impaired
allowance for doubtful accounts ambu&9483,129 as at December 31, 2012 and 2011,
respectively, 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 com peEnaiains.

b) Liquidity risk

The Groupodés policy is to maintain a balance
related parties.

The following table details the Grothpds r ema
accounts payable and other liabilities excluding value added tax and other taxes payable). The tabl
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.

De@mber 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 - P19,731,11 P - P 19,731,11
Advances from relatedigsr 513,643,83 - - 513,643,83
Advances from lessees - 1,633,73¢ - 1,633,73!
P 513,643,832 P 21,364,85 P - P 535,008,6¢
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4.

December 31, 2011 With indefinite ~ With definite term of maturi

term of maturit  Due within More than
one gar one year Total
. P - P 47,3658 P - P 47,365,87
Borrowings
Accounts payable and other liabilitie - 45,227,35: - 45,227,35.
Advances from related parties 440,605,63 - 440,605,63

- 2,976,382 2,976,38:

Advances from lessees -
P 440,605,632 P 92,593,22 P 2,976,38 P536,175,24

Substanti al portion of the Groupds financi al
does not expect to pay its liabilities to related parties witti) mnaities after the reporting date.
Furthermore, advances from affiliates and stockholders were settled through assignment and offse
among the Group.

As at December 31, 2011, payment of borrowings was suspended as it is subjedqsgerestructuring
Note 10). Terms and interest rate is renegotiated with the lender bank including possible waiver of
of interest and penalties. The loan was secured by real properties of Group.

Legal Proceedings

On October 28, 2010, PCIC subsidiariel/ (2ePPC and KQGC) h e i Pwith ceftaino n e r ¢
affiliates jointly filed a petition foraterpehabilitation before the RegionabiinabfC/alenzuela

City( t h e by @uoharity tofdSgction 1, Rule 4 of Rules and Procedure on GahjlitedterRen

order to revive PCIC subsidiaries manufacturing operations and bring them back to profitability
benefit of the creditors, employees and stockholders.

The Plan will be implemented over a span of five (5) years, with the&togmss acome
projection of P4.214 million from 2011 to 2015, assuming the Plan was immediately approved. Tt
entails the following: (a) capital restructuring; (b) debt restructuring; (c) reconditioning of machine
equipment; (d) implemantadf sales plan; and (e) joint venture for the real estate conversion fror
industrial to commercial and residential.

The Groupbds properties were subjected to fo
due to the iIissubage Obgendheddtoaud t Novf e niibSe r 2
appointment by the Court of a Receiver and setting the initial hearing on the petition on Decemt
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 filed an initial report on the rehabilitation plan before the Cour
related party creditors interpose no objection to the Plan. However, the creditor banks commented
dignissal of the Plan due to: (a) failure to comply, in form and substance, with the requiremer
Financial Rehabilitation and Insolvency Act of 2010 (FRIA)akiijynoh the Plan; and (c)
foreclosure rights of the creditor banks are affeRteceiVeerecommended to the Petitioners to: (a)
show clear blue print for the conversion of the industrial real estate into commercial or residential
with specifics on cost, financial capacity of investor, time frame and potential veies;airitie proper
(b) show how financial projections will be attained with specifics on key target markets and contrik
products, volume and prices, cost of raw materials, labor costs, manufacturing and selling expense

On June 7, 2011, PNB filed a nmiitiemiss 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 Petitioners, filed
clea blue print for the conversion of industrial real estate into commercial or residential zones
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5.)

projected financial statements showing in details how the projected revenues will be attained un
Plan, within thirty (30) days from August 26S2pidmber 25, 2011 through a revised Plan.

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

On September 18, 2012, the Court granflamd t he
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 submist
revised Plan with respect to the Petitioners pleyeailldwved to enter into a formal property
development agreement with Avida Land Cor@n(Ah&€kame date, ICC has fully settled its loan
with BDO, including all accrued interest.

On October 25, 2012, PNB filed its opposition on the motioretmnpaitieation. In its opposition,

PNB averred that: (a) the revision of the Plan is no longer proper as it was outside the one (1) yea
provided under the FRIA and under the Rules of Corporate Rehabilitation; (b) the is no subs
likelihootbr the Petitioners to be successfully rehabilitated.

On November 9, 2012, the court granted the Petitioners motion for the partial reconsideration to
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 complete Plan, provided tl
development agreement will form part of the revised Plan.

On December 17, 2012, the Petitioners filed a revised Plan (which supersedes fiie firet Plan) be
Court. Incorporated in the revised Plan as the Memorandum of Agreement (MOA) entered b
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 residstetial aflicondominium, townhouses, house and lots.
Out of the total 21.3 hectares, 12.8 hectares (representing 60% of the aggregate area) was owned
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 December 31, 2012 the fair ve
mortgaged properties to PNB amounted to P254.09 million. The projected future gross cash flow
the implementation of the revised plan amounted moilR@i@ver 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 (
order the parties to negotiate and explore realistic and mutuadlyehed@ltziodn plan.

On February, 14, 2013, PNB filed a petition to dismiss the Revised Rehabilitation Plan.

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 wamddarch 27, 2013.

On March 27, 2013, the Petitioners commented on the motion to dismiss by PNB.

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

Submissbn of Matters to a Vote of Security Holders

There were no matters submitted tooh seterity holders during.2012
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MANA GE MEISOUSSSON AND ANALYRSLAN OF OPERATION

A copy of the Audited Financial Statements as of DecemB8d Zdnd Unauditedlhird Quarter @13
Financial Statements are 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 shgied iis &ehouse facilities. The Greoqganized
its operations by leasing out its vacant facilities to opgerastesl Likewise, the Geconpnuously exerts
efforts to maintain its machineries and equipment with a view of invitingréowétgrmpedern technologies
to revive the plastic manufacturing business and to be able to compete in local market.

In 2007 and prior yearsPdrenC o mpany 6s business of mining ar
to real estate and energy devahbpme

On January 28, 2008, the BOD approved the amendiRargCtbemp any 6 s 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 wasoessabt@alifearenCompany to
ride the crest of a resurgent mining industry i

For its oil and mineral exploration activitiearet€ompany has identified and conducted initial
discusi®ns with potentialesiorsHowever, the continuing global financial crises dampened the metal and
prices that adversely affected the investment environment of mining and oil and mineral exploration indus
countryTheParentC o mp acorgnbssategy is to identify mining properties with proven mineral deposits
particularly nickel,arhite, gold and copparered by MPSAs and to negotiate for either ar bayewinto
a joint venture arrangement.

On December 17, 20%0bsidiariesvith certain affiiaes h e A P #lddia revisea aonpasade)
rehabilitation plamhich supersedes the first plan filed last October [2&0p010¢ Regional Trial Court of
Valenzuela. Incorporated on the revised Plan is Memoraneomenf(iMg&ntered by the Petitioners with
Avida Land Corporation (ALC) on the same date, for the development of 21.3 hectares of land loc
Valenzuela Ciiyto residential clusters of condominium, townhouses, houg@leadelotser to ltem 4
Legal Proceedings).

Projected Plan of Operations for the next 12 months:

a.) Based on current operation, t hiaterr@tyfmgmany 0 :
continues satdremaininglastic products ineeigs and leased remddo,fidevelopment
of Subsidiariesd |l and into residenti al o
push through,nfiling will be source fiont venture with ALC and affiliated companies
application flrans from bandésdfinancisdupporfrom 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 following year depending on the Tireumstances
Group will gradually end rémgdi@ase contracts to prepare the land for development.

c.) TheGroup will proceed with the development of land once the court decision was relea:
Since therebds no c on sdoesnocexpeab significant changes irb e
the mmber of employees. Manpwsilleeoutsourakif needed

d) Whe court decision was released, constwilttimn undertaken in a joint venturlL@ith
andPhilippine Estate Corporation (P&lESfiliate and a real estate developer.
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The Togrive (5) Key Performance Indicators

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

1.

Revenue Growitithe company gauge its performances by determining the average rental income ev
terant is generating for the year. It is derived by dividing total rental income by total number of tena
ofyeaend

Receivables (Past Due Rati® company assesses the collection efficiency and credit managemer
performance by determining thelpasttio. It is the dividing the past due account (more than 180

Gross Profit Margthis is derived by dividing the gross profit over the revenues amount.
Working Capitab meet the obligations of the contpamyeasured by determining current assets

2.

days) over total current receivables.
3.

over current obligations.
5.

Advances by the Affiliaths is to determine, how much are the obligations of the company of which,

the affiliated companies are the responsible in paying that liabilities.

. Jan:Sept. | Increase Increase
Indicar 2013p (Decrease 2012 (Decrease 2011
Revenue (Pertenany 101,848 | (81.5%) 551,079 | (08.800 604,261
Past Due Ratio 3280% (22.029 54.8% (02.8%0) 56.4%
Gross Profit Ratio 43.8% (12.5%) 50.166 09.59% 45.7%
Working Capital Rati¢ 125.3% (14.9%) 108.7% 698.72% 13.7%
Advances Ratio 0% 0% 0% 0% 0%

Financial Highlights

A. Full Calendar Year

Below are the results of operations of the Parent Company and its subksygiarsesrfdinidy December 31,

20102011 and 201@gether with its financial conditions as of the same period.

As of December 31 ( Amts.in '000)
2012 201 2010
Income Statement
Rental Income P 15,430, P 18,7320 P 16712
Less : Total Expenses 428,648 19,553 21,610
Income (Loss) from Continuing Opera; (413,218 (821) (4,898
Loss from Discontinued Operations (23,472 (26,991] (36,68pD
Net Loss for the Year (436,690 (27,812 (41,578
Earnings / (Loss ) Per Share (0.1333 (0.008F (0.012F
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2012 2011 2010
Balance Sheet

Current Assets 30,001 12,900 12,713
Investment properties 718,959 1,039406 1,043,141
Investments in a joint venture 393,183 543,50¢ 543,509
Plant, property and equipment 177,394 197,369 216,56(
Installment contract receivable 38,211 T T
Advances to affiliates 131,51d 128,26¢ 130,857
Other asge 181 181 181

Total Assets 1,489,44] 1,921,631 1,946,96
Current liabilities 27,582 94,022 89,721
Noncurrent liabilities 515,947 445,001 446,819
Stockholder's equity 945,91¢ 1,382,61( 1,410,421

Total Liabities & Equity 1,489,44] 1,921,63! 1,946,96!

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

CHANGES IN RESULTS OF OPERATION

Revenues and Earnings per share

Total revenues for the year 2012 and 201fodosvad5.43M and P18.78R $nce Plastic City
Industrial Corporation ceased its operation2 0 0 2 , t h @n it€ manketangp sfrateyy i to ¢ u s
lease out its warehouse facilities. The lease term ranges from three (3) months tarttirise (3) years
renewable under such ¢emmd 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 per sbkacomparisons from year 2012 and 2011 ves &lid.333and -P0.@85
respectively.

Cost and Expenses

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

Direct cost neisted primarily of Depreciation, Security Services, Repairs and Maintenance, Pror
Taxes and Insurancee®icost for 2012 decreased Yya&icompared to last year due to various
repairs made anmbreproperty taxes paid.

Operating«penses for 2DHecreased byo4

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

See notes to the financial statements.
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CHANGES IN FINANCIAL CONDITION

Current Assets:

Receivables

This account consisté trade receivable from customers of Plastic City Industrial Corporatio
subsidiaries and related parties. Thishgettade receivable accoentdsed b¥3% due tahe
uncollected warehouse rental of PCIC subsitiari@soup Receivables camnsdynfimm Concept
Moulding Corporation and Genwire Manufacturing Corporation

Installment Contract Receivable

On December 17, 2012, PCIC subsidiaries and related parties, Pacific Plastic Corp. (PPC), |
Container Corp. (ICC), Kennex ContainelKC@p.MPC Plastic Corp. (MPC), Westland Pacific
Properties Corp. (WPPC) , I nternati onal Pol y
Landowner sd), entered into a Memorandum of
developmerf 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 inf
settlers, occupants and encumbrances as magskimeaggordance 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 into Cor8aic(C@TS) 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 classifit
investment property with a fair value of P75,609,000 at the time of sale as determihed 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 P17,04ii,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
38,2164
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 Sale cowng the Property susbstantially in accordance with the Deed of Absolute Sale.

Prepaid expenses and other current assets

This account increased @p%B/1this year or 16% due to recognition of creditable withholding taxes
and Input VAT incurred fordhe
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Noncurrent Assets:

Advances to Affiliates
e This account consists of advances made by the company to finance the working capital requirem
its subsidiaries.
e The recorded balance as of December 31, 2012 and 2011 &i8uféa@nition an&128.268
million, respectively.

Investment Properties
e 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 improvemenmts were situ
Valenzuela, Metro Manila and Montalban, Rizal are carried as revalued amounts as determined
independent firm of appraisers.
e A decreased B320.447M the ammt of the Properties is due to:

U Sale of the 25,203 sg. meter of land with a fdiP7ZB@OBOM 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 the ntarkppdsch, 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 in antdv/enture

e 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 Container Campovehi 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 administratypenses, and the remaining sixty percent (60%) of the shall constitute tt
owners share, divided proportionately to the areas of property contributed.

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

Property, Plant and Equipment

e This consists mainly of land, buildings andeganjpments of PCIC subsidiaries and Philfoods used
for the manufacture of plastic products and food processing.

e Depreciation and amortization are computed using thinstnaigtitod over the estimated lives of
the assetSeenotes to financial staam

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

e On April 8 20009, the PCIC subsidiariesd Bui
independent firm of appraisers.

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

e Total depreciation charged to operating expenses amounted to P19.970M, P19.343M and P32.8
2012, 2011 a@@10, respectively.

Other Assets
e 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

This account represents restructured loans obtained from Banco De Qhe BDR0O) ith
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 properties \eaede|

The total finance cost charged to operations amé4h8&d to 2012 and P3.79M in 2011. See
notes téuditedrinancial Statement.

Accounts Payable

This account consists afetnaayables to various suppliers of PCIC subsidiaries, mitézesn pay
restructured loans, deferred rental and Value Added Tax.

The amount recorded in year 2012 and 2B2Y.6M and P46,6Mdspectivelfhe decrease of

P19M or 41% is attributable on payments of interest on restructured loans and pagnent of advar
International Polymer Corp. (IPC) and Plastic City CorpS@@@tes tduditedFinancial
Statements.

Advances from Affiliates and Stockholders

This represents Aaterest bearing cash advances extended by the Affiliates and Stdle&holders to
Company and Subsidiaries for working capital requirements.

An icreased b¥®%6 were recorded in 2012 due to the offsetting of advahdesrtdPéastic City
Corporation and other related parties.

Undertaking

Wellex Industries, Inc., as registrauitprovide thestockholders a copy of SEC FormAliree of
charge. Any writterequest for a copy of SEC ForrAlshall be addressed to the Office of the
Corporate Secretary @ELLEX INDUSTRIBESC. 353" Floor, One Corporate Ceribmfa Julia
Vagas Ave., cor Meralco A@etigas Center, Pasig City. Philippines

Calemlar Year Ended December 31, 2a8bmpared with Caltar Year Ended December 31, 2010

CHANGES IN RESULTS OF OPERATION

Revenues and Earnings per share

Total revenues for the p&drl and 2010 are as follows P18.732M and P 15.333M. The reason we
since Plastic City Industrial Corporation ceased its operation in 2002, the Company is focus to le:
its warehouse facilities. The lease term ranges from three (3) monjhstodtaee iBrenewable

under such terms and conditions as the parties may agree, provided that at least ninety (90) days
the expiration of the lease period, the lessee shall inform the Company in writing of his desire to
the lease.

Earning per share comparisons from year 2011 and 2010 as follows: (P0.0090) and (PO0.0:
respectively.

For the next twelve months, we are expecting relatively same revenues given that mining and expl
and project developments will take time to remloraets

Cost and Expenses

Direct Cost and expenses consisted primarily of Depreciation, Repair and Maintenance, Insuran
Security Services.

Total operating expenses, increased by 19.69% compared from previous year. Increase is d
increase on pessional fee, listing and maintenance fee and taxes and licenses.
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CHANGES IN FINANCIAL CONDITION

Current Assets

Receivables

e This account consists of trade receivable from customers of Plastic City Industrial Corpor
subsidiaries and relatadigs. This year the trade receivable account decrease by 28.94%. The Gro
Receivables came mostly from Concept Moulding Corporation and Genwire Manufacturing Corpc
(See Note 4 of the attached Audited Financial Statements).

Prepaid expenses atigeocurrent assets
e This account increased by P1.056M this year or 22.84% as compared to last year. Increased is
increase on creditable withholding tax and input VAT for the current year.

Noncurrent Assets

Advances to Affiliates

e This account consisf advances made by the company to finance the working capital requirement:
its subsidiaries.

e The recorded balance as of December 31, 2011 and 2010 amounted to P128.268 million and P1
million, respectively.

Investment Properties
e A decreased/D.36% in the net book value of the Properties is due to depreciation. See notes to
Financial Statements.

Investments in a Joint Venture

e This account consists of parcels of land contributed to a joint venture through a Joint Venture Agre
enteredinto in 1997 between PCIC subsidiaries (Inland Container Corporation, Rexlon Indus
Corporation and Kennex Container Corporation) with Philippine Estates Corporation (PEC) as De
and PCIC subsidiaries and other affiliatésraamers.

e An anount of P 543.5M for 2011 and P 543.5M for 2010 were recorded.

Property, Plant and Equipment
e Depreciation and amortization amounts to P 19.3M for 2011 and P 32.9M for 2010. These are col
using the straigiine method over the estimated liesassetSeenotes to financial statement.

Other Assets
e This consists mainly of Refundable Deposits. An amount of P0.181M was recorded in year 201
2010.

Current Liabilities

Notes Payable

e This account represents restructured loan obtairattrde Bro by ICC, with outstanding balance
of P47,365,872 as of December 31, 2011 and 2010, respectively.

e The total finance cost charged to operations amounted to P3.789M in 2011 and P7.654M in 201
notes to Financial Statement.

Accounts Payable

e This account consists of trade payables and an affiliate, International Polymer Corporation.

e The amount recorded in year 2011 and 2010 are as follows P 46.7 millions and P 42.3 million:
Notes to Financial Statements.

Advances from Affiliates an&iSiters

e This represents Anterest bearing cash advances extended by the Affiliates and Stockholders to
Company and Subsidiaries for working capital requirements.
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(i)

(ii)

e The decreased by 0.32% were recorded in 2011 due to the offsetting of atheam¢dagticaBity
Corporation.

Summary of Material Trends, Events and Uncertainties

Philfoods Incorporated

Philfoods started commercial operation in 2000, suspended it in 2002. Management is looking for |
partners to operate its fasiliThe equity method of accounting for this investment was discontinued,
losses having exceeded the cost of investment. In 2003, Philfoods also reviewed the recoverabilit
property, plant and equipment and recognized in its statememtsofaopienpairment loss amounting to

P 13.9M; which was included in the consolidated accumulated impairment loss of P136.5M.

Plastic City Industrial Corporation and its Subsidiaries

PCIC and its subsidiaries have CEASED operations but have lemsedrehbuke facilities. The
intention of the Group is to continue its of
encouraging prospect and which was shown to have a high viability rating that will contribute highly
t h e Gmraxinnum dperations and financial position. Management is continuously in search of reliabl
venture partners who have means to continue its operations.

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

Events that will Trigger Direct of Contingent Financial Obligation
Sine the Plastic City Industrial Corporation and Philfoods Incorporated CEASED in commercial op
there are no events that will trigger direct of contingent financial obligation that is material to Wellex Ir
Inc. including any default or adoeheshan obligation.
(Please see the notes in Audited Consolidated Financial Statements.)

(i) Material GBalance Sheet Transactions, Arrangements, Obligations

There are no materiatbafdnce sheet transactions, arrangements, obligationg @ootudjent
obligations), and other relationships of Wellex Industries Inc. with unconsolidated entities or other |
created during the reporting period. The present activity of the company is focused on reorgani:
operations in preparatioitgmew businesses.

(iv) Commitment For Capital Expenditures

Since the Plastic City Industrial Corporation and Philfoods Incorporated CEASED in commercial oj
there are no commitment on major capital expenditures.

(v) Any Known Trends, Etgeof Uncertainties (Material Impact on Net Sales / Net Income)

Since the Plastic City Industrial Corporation and Philfoods Incorporated CEASED in commercial opere
is disposed to lease out its warehouse facilities.

Rental Income recorded foye¢he 2011 compared to 2010 was increased by 22% due increase in th
number of tenants in the warehouses of Plastic City compound. As of December 31, 2011 there are 31
occupying the warehouses, shipyards, open spaces and extensions insidéityheréfaises as
compared to 26 lessees for 2010.
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(vi) Significant Element of Income or Loss That Did Not Arise From Continuing Operation

Philfoods Asia, Inc., ceased its operations in 2002. PCIC and subsidiaries ceased manufaaturing oper
2001 and prior years and leased out their warehouse/ building facilities. The intention of the Compe

continue its operation by focusing on activi
prospects and which have shown tocahiaigh viability rating that will contribute highly towards the
Companyds maxi mum operation and financi al pos.i

But the company is now more focus on leasing its warehouses.
B. Interim Period asf Quarter Ended SeptemB@r2013

Below are the resolt®perations of the Parent Company and its esiasidfahie Quarter ended September
30 20130gether with its financial conditions as of the same period.

Jan.d Sept.30(Amts. in Php'00)
2013 2012
IncomeStaternent
Rendl Inmone 7,536 12335
Costs and Expenses 8,182 8,367
GrossProfit ( 646 3,968
Add (less): Other Income (Expenses)
Finance Costs T (3,316
Netincame (LosslFromCorninuingderations Before Tax ( 646 652
Less: Income Tax Expense ( 43 ( 73
Net Income (Loss) From Continuing Operations ( 689 579
LossFromDiscontinugdpeations (29,191 (29,211
NetLossfor the 3rdQuarter (29,879 (28,631
Eamirgs/ (Loss) PerShare (P0.0091 (P0.0088)
Balance Sheet
Curent Assets 30,095 10,161
Advanceto Affiliags 124,412 127,27
Imestment Properties 715,938 1,035,74
Investment ina JointVenture 393,183 543,50
Plant Property andEquipment 152,645 173,23
Installment contract receivatdacurrent 38,211 T
Otherssets 181 181
TollAssets 1,454,661 1,890,141
Curent Liabilities 24,002 96,644
NonCurent Liabilities 514,623 439,525
Stochwolder's Equity 916,040 1,353,974
Totl Liabilities & Equity 1,454,661 1,890,141
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Quarte ended June 30, 2048 comparewith quarter ended June, 2012

CHANGES IN RESULTS OF OPERATION
Revenues and Earnings per share

As of the garter edingSeptembed0, 2013, thexmpay has ceasedcommercial operatios andis
dismpsedto lease out its warehowse facilitiesTotal revenwe recorded for the thirdquarter of 2013
amoured to P2.%illion as compared to the same quarter of 2012 amounting to BB.& deiliease of
P1.1 million or 31%. This is mainly due to a decrease also in fitemamtgikrssee, from thirty one (31)
lessees last year to thirteen (13) for the current quarter.

Pacific Plastic Corp., a Plastic City Industrial Corp. (PCIC) subsidiary, entered into a Contract t
(CTS) with Avida Land Corp. last December,1foy #d Zale of its 25,203 sg. meters of land located in
PCIC compound. Consequently, rental contracts with tenants/lessees on such areas were
terminated/terminated as of December 31, 2012 which contributed also to the decrease onathe rental inc
the first quarter of 2013.

Earnings per share comparison for the quarter ended September 30, 2013 and 2012 are (P0.91
(P0.88), respectively.

Cost and Expenses

Cost andExpenses forthethirdquartenf 2013 armountedo P2.4 million. Thenountwasrecored
andmainlyattrbutalte to e follaning.

1. Direct cost consists of depreciation expense, repairs and maintenance, security services a
property taxes. Total direct cost recorded for the third quarter of 2013 amounted to P1.4 m
as corpared to P2.1 million of 2012 or a decrease of P0.7 million or 33%.

2. Securitysevicesaccaunt recordefbrthe thirdquaterof 2012moutedto P0O.8million as
compared to last year of the same quarter of P0.9 million or a decrease oflBP%1 million or
Decrease is attributable to lower areas being guarded caused by termination of various lease
contracts with tenants for the quarter.

3. Taxesand icerses degeasedby P30,695 or 4% for the third quarter of 2013 compared to the
same quarter of 2012.

4, Totalcommisson expanse recordedorthe quarte endedSeptembed0, 2013 was
P269,042Corolaryto rentalinomme,a 3 5% commissionis given to agentsshowereable

to dose a leaing agreenent. As of the quarter ended September 30, 2012 gbersjimte
being offered due to management plan to convert areas into real estate project.

Somecost redctionmeasuies wereimplenentedwhich somehowoftertheimpact of theincreses
enumerad alove.

CHANGES IN FINANCIAL CONDITION

Furtheridausson ofacaountsofwhichregsteredan increased or dcreasd by5%ormae fdlows:

Accouis Receivable. Trade receivables include rental receivables amounting to P2,285,474 ar
P2,215,231 for the quarters ended September 30, 2013 cand iPGlase 670,243 or 3%. Rental
receivables are collectible 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 arwtthigles are fully disclosed in Annex A.5 under Note 26 of
Notes to Consolidated Financial Statements.

Installment _contract receivalis. account pertains to receivable from Avida Land Corp. (ALC) ir
connection with the Contract to Sell (CT8)Bntaeific Plastic Corp. (PPC), a PCIC subsidiary, and ALC last
December 17, 2012, for the sale of 25,203 sqgm of land located in Valenzuela City. The land is covered by
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with ALC and was classified as investment property with a carrying, 6@9@00f 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
Consolidated Financial Statements for full disclosure).

The land was sold for a total purchase pricé84,#£63 (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 re
loss on sale amounting to P18,747,000 in 2012. As at September 30, 201r3esni¢h@AILA, of installment
contract receivable amounted to P38,211,264 and nil, respemtiveht pdotion, which is collectible in year
2015, amounted to P19,105,632 as of September 30, 2013.

Prepaidexpesse _andothercurrent _aset. Thisaccount icreased by P0.6 million or 10% due to
recognition of creditable withholding taxes and input VAT incurred for the quarter.

The carrying amounts of the creditable withholding tax and input taxes are reduced to the extent that th
longer pratble that sufficient income tax due and revenue subject to VAT, respectively, will be available to al
part of the creditable withholding and input taxes to be utilized.

As at September 30, 2013 and 2012, respectively, no provision fhabripe@mrecbrded since management
believes that the accounts are fully realizable.

Advarces to Related Partiés increased by 3% was cawsed bythe reogrition of additionalaed
reeivaldes. The Group, in the normal course of business, hasnsamighatlated parties. Receivables from
related parties with common key management are normally collected the following yeamtenssicured, nor
bearing and with no guarantee. Transactions within the quarter arise from paying operagéhgléxpenses on
related parties.

Propertyplait andequpment Thesearecansists manly of land buildingsand varias equiprentsof
PACsutsidiares and Pil foadsused for e mawufacturingof gasticprodictsand foodrocessing.

The Gr ou padndequpnenhwereeevajued on April 8, 2009 by an independent firm of appraisers.
valuation was determined by reference to mar ke!
or direct sales comparison approach. The revaluatibmexfy mad equipment resulted to recovery of
previously recognized impairment loss of P33,659,547 in 2009.

The value of machinery equipment was arrived using a combination of cost and market (or direci
comparison) approach. Cost approach is b#sedgrmciple of substitution, which holds that an informed
buyer would not pay more for a given property than the cost of an equally desirable alternative. Mar}
approach is an appraisal technique in which the market value estimate isdhrenhatgutidesgaid in

actual market transactions and current listings, the former fixing the lower limit of value in a static or ac
market (pricewise), and fixing the higher limit of value in a declining market; and the latter fiximg the highe
any market.

Accouts Payable. Thisaccountaisists of trade payable to variass supdiers of PAC sutsidiares,
VAT payable and other taxes payable, deferred rental and othemuay#hbiesorded as of September
30, 2013 and 2012 were P24MPABMEM, respectiveDecreased is mainly due to payment of loan
payable. The carrying amounts of accrued expenses and other current liabilities, which are expected
settled within the next twelve months from reporting period, is a reasoaéible @iy dainvalue.

Advarces fom Affiaies andStockholdersAcoourt. Atotal amaint of B12Maas recom for the 3rd
guarteof 203 as compared to P436M for the 3rd quarter of 2012, or an increase of P76M or 17%.

In prior years, the Groupimdddaunguaranteed andintamest bearing cash advances from related parties
intended to finance its operating expenses, capital expenditures and payment of outstanding obligatior
Group has not made any arrangement for the terms, securityeanohgih@radvances as the subsidiaries

has ceased its manufacturing operations. The advances are payable in cash upon settlement depending
availability of funds. The Group, however, looks into possibility of offsetting arrangemdigtatiorsettle the ob
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The Group obtains4rgarest bearing advances from stockholders and key officers for working capital purpo:
These advances have no guarantee and definite terms of repayment period. Payment will depend ¢
availability of funds. This ah@e payable in cash upon settlement.

Advarces from lessee Ampuntrecorded fdhe garters ended September 30, 2013 and RDIT2
and P1.6M, respectively or an increase of P0O.1lEuerté%ermination of various lease contracts with
tenants.

The Group entered into |l ease contracts with wvar
facilities. The lease term ranges from three (3) months to three (3) years and is renewable under such te
conditions as the parties rgagea provided that at least ninety (90) days prior to the expiration of the lea
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 whicheshalitheuteitsdest on the
expiration of the lease otggmination of the lease period, less any corresponding obligation and damages.

Undertaking

A copy of Thir@Quarter Repbfor theperiod ended Septemt& 2013dr SEC Form 43 will be made
avd | abl e during the Annual Stockhol dersd Meetincg

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

There are no changes in and disagreements with accountants on accounting and financial disclosure.

EXTERNAL AUDIT FERND/SERVICES

Audit and related fees of Diaz Murillo Dalupan and Company, whatapgtisdvisy Rosemary De Mesa,

for Wedlx Industries Incorporated is P1,048082 and P846(bin201linclusive of 12% VAT and 10% out
ofpockeexpenses, fexpressing an opinion on the financial statements and assistance in preparing the ar
income tax return.

No other service such as tax and assurance audit was provided by external audipansytéothideCo
calendar year 2012 and 2011

The AudiCo mmi tt eeds approval policies and procedure
The Corporate Governance Manual of the company provides that the audit committee shall, among others

1.) Evaluate all significant issues reported by theaextieorealelating to the adequacy, efficiency and
effectiveness of policies, controls, processes and activities of the Company.

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

3.) Ensure the compliance of the Company with acceptable audit and accounting standards and regulat
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MARKET INFORMATION

The principal market of Wellex Industries Inc. common equity is the Philippine Stock Exchange, Inc. (PSE
it was $ited in 1958.Here are list of the high and low sales price by quarter for the last 2 years are as follow

i CLASS A i

High Low

2013

First Quarter 0.270 0.260

Second Quarter 0.240 0.235

Third Quarter 0.224 0.224
2012

First Quarter 0.4® 0.4®@

Second Quarter 0.360 0.335

Third Quarter 0.335 0.320

Fourth Quarter 0.300 0.290
2011

First Quarter 0.090 0.060

Second Quarter 0.610 0.560

Third Quarter 0.100 0.094

FourtiQuarter 0.290 0.088
2010

First Quarter 0.123 0.123

Second Quarter 0.091 0.091

Third Quarter 0.080 0.080

Fourth Quarter 0.085 0.071

The price informatisroé September, ZD13latest practical firegldate) was closed at of2BM2 Class A,
the only security traded by the Compaiigrarade 1,0b@lders.

HOLDERS
The numbveof shareholders as of Septemp20BBwasl,016 Common sharesusd and subscribes af
September 30013vere3,271,9438.

WELLEX INDUBIES INCORPORATED AND SUBSIDIARIES
List of Top 20 Stockholders of Record
September 3@013

STOCKHOLDER'S NAME NATIONALITY SUBSCRBED To?migf\e
1 | PCD NOMINEE CORP. ALIPINO 915,880,290 279®
2 | WILLIAM T. GATCHALIAN ALIPINO 835,000,100 25.520
3 | DEEHUAT. GATCHALIAN ALIPINO 492,962532.00 15066
4 | SHERWINT. GATCHALIAN ALIPINO 317,750100.00 9711
5 | SHNJI KOBAYASH ALIPINO 210,650000.00 6.438
6 | ELVRAA TING ALIPINO 111,850,000.0 3.418
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KENNETH T. GATCHALIAN FILIPINO 100,000100.00 3.066

THE VELLEX GROUP, INC FILIPINO 80000,00000 2.445

RECOVERY DEVELOPVENT CGRPORATION FILIPINO 52335,09000 1.600
10 | PACIFIC REHOUSE CORPORATION FILIPINO 50,000,000.0 1.528
11 | PCDNOMINEE CORPORATION(NON-FLIPINO) | OTHERS 39,387,000.0 1.204
12 | ORIENT PACIFIC CORPORATION FILIPINO 36,340,000.0 1111
13 | LI 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 0.023
17 | PROBITY SEC MGI. CORP. FILIPINO 463,20000 0.014
18 | RICHARD L. RICARDO FILIPINO 460,000.0 0.014
19 | REGINA CAPITAL DEVELOPMENT FILIPINO 300,00000 0.009
20 | POSEIDON REALTY &DEORP. FILIPINO 215,960 0.007

CASH AND STOCK DIVIDEND DECLARED

No cash or stockidenchas been declared in 2012, 2011 and 2010

RESTRICTION THAT LIMITS THE PAYMENT OF DIVIDENDS ON COMMON SHARES

None.

RECENT SALES OF UNREGISTERED SECURITIES

Not Applicable.

DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANTS

Directors and Executive Officers

Names, ages, citizenship and position and office of all directors and executive officers:

A bri

Name Position Age | Citizenshig

1.| Rogelio D. Garcia Charman 73 | Filipino

2.| Kenneth T. Gatchalian | President/CEO 37 Filipino

3.| Elvira A. Ting Vice President 53 Filipino

4.| Richard L. Ricardo Treasurer 49 Filipino

5.| William T. Gatchalian Director 63 Filipino

6.| Lamberto B. Mercado Jr.| Director 50 | Filipino

7.| Abelardo G. Palad Jr. Independent Director 72 Filipino

8.| Byoung Hyun Suh Independent Director 56 Korean

9.| Miguel B. Varela Independent Director 71 Filipino
10.| Omar M. Guinomla Director 40 | Filipino
11.| Antonio A. Henson Nominee (Regular Dirg 72 Filipino
ef description of the directorsd and

reporting companies are provided as follows:
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Name

Corporation

Position

Rogelio D. Garcia

Chairman ofetBoard/Director
Filipino

73years old

Bachelor of Laws (LLB)
University of the Philippines 1

Present:

Wellex Industries, Inc.

Forum Pacific, Inc.

Metro Alliance & Holdings Equities

Previos:
ConyBio Philippines, Inc.

NIR Placement Center, Inc.

Chairman since 2005
Director since 2004
Director since 2003

CEO 1992000
Executive Consultant 12930

Name

Corporation

Position

Kenneth T. Gatchalian

President/Director

Filipino

37years 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 Corporation

President since Sept. 2012
Director since 2002
Treasurer since 28pt. 2012
Director since 2002

VP for Special Projects 2011
Director since 2002
Treasurer since 2010

Vice Chairman since 2001

President/CEO 21 1
EVP & COO 2062010
Director 20a#D11
Director/Treasurer 220029
Director 2062009
Director 202004

Name

Corporation

Position

Atty. Lamberto A. Mercado Jr.

Director

Filipino

50years old

Bachelor of Laws (L.L.B.)
Ateneo de Manila University
School of Laws Lawyi€91

Present:

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

Previous:
Subic Bay Metropolitan Authority

Director since 2005
Diretor since 2003

Director since 2004
Director since 1998
Director since 1999

Deputy Administrator for
Administration 1988
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Name

Corporation

Position

Byoung Hyun Suh

Independent Director

Korean

56years old

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

Present:
Forum Pacific, Inc.

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

Independent Director since Jun

President sin€&b1995
President since July 2009

Name Corporation Position
ElviraA. Ting Present:
Vice President/Director Wellex Industries, Inc. Vice President/Director since
Filipino Philippine Estates Corporation President/CEO 198¥10
53year old President/CEO Sept. 2011

BSBA major in Management
Phil. School of Business
Administration

Waterfront Hippines, Inc.
Forum Pacific Inc.

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

Crisanta Realty Development Con Chairman/President/Director 4

Recovery Development Corp.
The Wellex Group, Inc.
Plastic City Industrial

Previous:
PCI Bank
Express Savings Bank

Air Philippines Corporation

Treasurer/Director since 2001

Director since 1996

Vice Chairman/Director since 2

Chairman/President/Director
since 2010

Vice President/Director 2011
Treasurer/Director 2011
Drector since 1991

Director 19891
Director 199809
Chairman 192909
Treasurer/Director 19999

Name

Corporation

Position

Richard L. Ricardo
Treasurer/Director
Filipino

49years old

Ateneo De Manila Uniters

B.S. in Management Econom

Present:
Wellex Industries, Inc.

Waterfront Phils., Inc.

Acesite (Phils.) Hotel Corp.

Treasurer since Sept. 2012
Director since 2010

Corporate Affairs Officer since
Compliance Officer
Vice President for Corporate 4
Compliance Officer
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Name

Corporation

Position

Atty. Miguel B. Varela
Independent Director

Present:
Wellex Industries, Inc.

Independent Director since 200

Independent Director
Filipino

69years old
Geodetic Engineer

Wellex Industries, Inc.
Palm Core Realty & Devt. Inc.

Northern Plaingr&industrial Corp

Luisita Goff Country Club, Inc.

Filipino Manila 8lletin Publishing Corp. |Vice Chairmaimce 2006
71lyears old Megaworld Corporation Vice Chairman since 2006
Liberal Arts Ausphil Tollways Corporation Director sin@908

San Beda College
Bachelor of Law

Ateneo de Manila Unityersi

Name Corporation Paosition

Engr. Abelardo G. Palad, Jr. | Present:

Independent Director since 200
President/CEO since 2002
President/CEO since 2004
Independent Director since 200

Name

Corporation

Position

William T. Gatchalian

Director

Filipino

62years old

B.S. in Business Manageme
University of the East

Present:

Wellex Industries, Inc.
The Wellex Group, Inc.
Philippine Estate Corp.

Director since 1999
Chairman and President
Director

Name

Corporation

Position

Omar Guinomla
Director
Filipino
40years old
A.B. Management
De La Salle Univesity

Masters in Business Administrg
Ateneo de Manila University

Present:

Wellex Industriésc.
Recovery Real Estate Corp.
Pacific Rehouse Corp.
Orient Pacific Corp.
Recovery DevelopmenrpC

Director since 2010

Chairman and President

Vice President

Assistant Corporate Secretary
Assistant Corporate Secretary
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Name

Corporation

Position

Atty. Mariel L. Francisco

Corporate Secretary

Filipino

3lyears old

Bachelor of Laws
Arellano University

Present:
Wellex Industries, Inc.
Forum Pacific, Inc.

Corporate Secretary
Assistant Corporate Secretary

Name

Corporation

Position

Mr. Antonio A. Henson
Nominee
Filipino
72years old
Certified Public Accountant
B.S. in Commerce
De La Salle University
Master in Businésdministratic
University of Chicago, US/
Advances Management Prol
Harvard University, USA

Present:

Wellex Industries, Inc.
Philippinedtates Corporation
Highlands Prime, Inc.

Philex Mining Corp.

BDO Leasing and Finance, Inc.
Nationwide Development Corp.

Previous:

Republic Glas®ldings Corp.
BDO Leasing and Finance, Inc.
SM Investments Corp.

Clark International Airport

Clark Development Corporation
Sycip, Gorres, Velayo & Co. (SG
Department of Trade & Industry

Nomine®&irector

Chairman of the Board

Director since Jan. 1, 2608sident until 2
Director since June 26, 2007

Advisor since Oct. 31, 2012
TreasureiGeneral Manager 12891

Independent Director from Deed0(013
Director from Jul2003ct2012

Director 1998)05; President 1994
Chairman9b41995

President & CEO 19985

Partner from 196886

Undersecretary from 19861
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COMPLIANCE WITH LEADING PRACTICES PDRAOR GOVERNANCE

@ Companyds Compliance Officers is mandated t
and requirements of the Manual on Corporate Governance, facilitate the monitoring. The Comg
Of ficer has estGalikershedet Menii€Corpagatned AssE
the level of compliance of the Corporation with the Amended Manual on Corporate Governance (M

(b) Wellex Industries believes that its Amended Manual on Corporate Governanceeiseigdiing with th
practices and principles on good governance, and as such, is in full compliance.

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

(d) Welex Industries Inc. will improve its Amended Manual on Corporate Governance when appropria
warranted, in the Board of Directorso best
agency such as the SEC requires the inclusion f prepisaii.

(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
Ended December 31, 2012 and 2011

And IndependeAuditors' Report
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WELLEX INDUSTRIES, INC.

LISTED 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
financial statements for the years ended December 31, 2012 and 2011, including the additional components attached
therein, in accordance with Philippine Financial Reporting Standards (PFRSs). This responsibility includes designing
and implementing internal 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 to the
members or, has expressed its opinion on the fairness of presentation upon completion of such examination.

Corporate Treasurer

R s
T\ ‘;‘V v 20
SUBSCRIBED AND SWORN to before me in City/Province, Philippines on 8y
affiants personally appeared before me and exhibited to me their
Name Tax Identification Number
1. ROGELIO D. GARCIA 138-688-978
2. KENNETH T. GATCHALIAN 167-406-526
3. RICHARD L. RICARDO 140-857-860 =
A
WITNESS MY HAND AND SEAL on the date and at the place above wri 5
NOTARY PUBLAC FOR City/Province
DOCNO: 322 . Notarial Compfission No.
PAGE NO: JG : Commission/expires on December 31,
BOOK NO:__I1X : Roll of Attorney Number
SERIES OF PTR No.
IBP No.
Office Address:

35th FIr. One Corporate Center Dofia 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, 2012
and 2011, 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,
2012, 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 about
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 corner Salcedo Sts., Legaspi Village, Makati City 1200 Philippines / Telephone: +83(2) 834 5892 to 95/ Fax: +63(2) 818 1872/ Website: www.dmdcpa.com.ph
Cebu Branch Office:  Unit 504 Cebu Holdings Building, Cebu Business Park, Mabolo, Cebu City 5000  Phone: +63132) 415 8108t0 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

anindependent member of M International. A worldwide organization of accounting firms and business adviser
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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, 2012 and 2011, and its
financial performance and its cash flows for each of the three years in the period ended December 31, 2012 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 P2.35 billion and P1.92
billion as at December 31, 2012 and 2011, 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 had developed business plans for the rehabilitation of the subsidiaries
operations, which include among others, the 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 01, 2016

by:
fx@; b
osemary D. De Mesa

Partner

CPA Certificate No. 29084

SEC Accreditation No. 1089-A, Group A, effective until February 23, 2014
Tax Identification No. 104-576-953

PTR No. 3682453, January 14, 2013, Makati City

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

April 10, 2013
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES

Consolidated Statements of Financial Position

December 31

2012 2011
ASSETS
Current Assets
Cash - note 4 P 1,810,607 P 5,371,995
Trade and other receivables (net) - note 5 2,507,257 1,844,207
Installment contract receivable (net of current portion) - note 22 19,105,632 -
Prepaid taxes - note 6 6,577,722 5,684,025
30,001,218 © 12,900,227
Noncurrent Assets
Investment properties (net) - note 7 718,958,679 1,039,406,307
Investments in a joint venture (net) - note 8 393,183,157 543,508,507
Property and equipment (net) - note 9 177,397,770 197,368,653
Installment contract receivable - note 22 38,211,264 -
Advances to related parties - note 19 131,510,463 128,268,188
Other assets 180,844 180,844
1,459,442,177 1,908,732,499
TOTAL ASSETS P 1,489,443,395 P 1,921,632,726
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and other liabilities - note 11 P 27,581,800 P 46,656,725
Borrowings - note 10 = 47,365,872
27,581,800 94,022,597
Noncurrent Liabilities
Advances from related parties - note 19 513,643,838 440,605,635
Advances from lessees - note 21 1,633,735 2,976,382
Retirement benefits obligation - note 17 664,660 1,418,515
515,942,233 445,000,532
Equity
Capital stock - note 12 3,276,045,637 3,276,045,637
Additional paid-in capital 24,492,801 24,492,801
Deficit ( 2,354,609,076) 1,917,918,841)
945,929,362 1,382,619,597
Treasury stock ( 10,000) 10,000)
945,919,362 1,382,609,597

TOTAL LIABILITIES AND EQUITY

P 1,489,443,395

P 1,921,632,726

(The accompanying notes are an integral part of these consolidated financial statements)



WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES

Consolidated Statements of Comprehensive Income

Years Ended December 31

2012 2011 2010
RENTAL INCOME -notes 7 and 21 P 15,430,212 P 18,732,086 P 15,332,556
DIRECT COSTS AND EXPENSES -note 13 7,690,282 10,159,032 7,485,886
GROSS INCOME 7,739,930 8,573,054 7,846,670
OPERATING EXPENSES -note 14 5,741,868 5,957,253 4,977,096
INCOME FROM OPERATIONS 1,998,062 2,615,801 2,869,574
OTHER INCOME (LOSS) (net) - note 15 ( 410,257,923) 534,715 75,701
( 408,259,861) 3,150,516 2,945,275
FINANCE COSTS -note 10 ( 4,803,691) ( 3,789,269) ( 7,654,397)
LOSS BEFORE TAX AND
DISCONTINUED OPERATIONS ( 413,063,552) ( 638,753) (  4,709,122)
INCOME TAX EXPENSE -note 18
Current ( 154,798) ( 182,010) ( 189,116)
Deferred - = =
( 154,798) ( 182,010) ( 189,116)
LOSS FROM CONTINUING OPERATIONS ( 413,218,350) ( 820,763) (  4,898,238)
LOSS FROM DISCONTINUED
OPERATIONS - note 16 ( 23,471,885) ( 26,991,641) ( 36,679,662)
NET LOSS FOR THE YEAR (P 436,690,235) (P 27,812,404) (P 41,577,900)
Loss per share - note 23 (P 0.1333) (P 0.0085) (P 0.0127)

(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

Years Ended December 31
2012 2011 2010
(As restated -
Note 26)

CAPITAL STOCK -note 12 P 3,276,045,637 P 3,276,045,637 P 3,276,045,637
ADDITIONAL PAID-IN CAPITAL 24,492,801 24,492,801 24,492,801
DEFICIT

Balance at beginning of year as previously stated ( 1,917,918,841) ( 1,890,106,437) ( 1,847,344,737)
Prior period adjustment - note 26 - - ¢ a 1,183,800)
Balance at beginning of year as restated ( 1,917,918,841) ( 1,890,106,437) ( 1,848,528,537)
Net loss for the year (  436,690,235) ( 27,812,404) ( 41,577,900)
Balance at end of year ( 2,354,609,076) ( 1,917,918,841) ( 1,890,106,437)
TREASURY STOCK (at cost) ( 10,000) ( 10,000) ( 10,000)
TOTAL EQUITY P 945,919,362 P 1,382,609,597 P 1,410,422,001

(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

2012 2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before tax from continued and
discontinued operations (P 436,535,437) (P 27,630,394) (P 41,386,015)
Adjustments for:
Impairment loss on:
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 23,706,126 23,078,478 36,602,373
Loss on sale of investment property - note 15 18,747,000 = =
Finance costs - note 10 4,803,691 3,789,269 7,654,397
Provision for retirement benefits - note 17 41,700 41,700 41,700
Interest income ( 9,915) ( 9,465) ( 4,806)
Provision for doubtful accounts on
trade and other receivables - note 15 - - 1,680
Reversal of allowance for doubtful
accounts - notes 15 and 16 - ( 267.992). " ( 10,991)
Operating income (loss) before working capital changes 2,181,900 ( 998,404) 2,898,338
Decrease (increase) in:
Trade and other receivables ( 663,050) 3,706,512 425,268
Prepaid taxes ( 893,697) ( 1,056,884) 5,729,379
Increase (decrease) in:
Accounts payable and other liabilities ( 25,898,363) 513,281 ( 2,791,662)
Advances from lessees (  1,342,647) ( 226,883) 591,613
Net cash generated from (used in) operations ( 26,615,857) 1,937,622 6,852,936
Payment of retirement benefits - note 17 ( 795,555) ( 238,095) -
Interest received 9,915 9,465 4,806
Income tax paid ( 154,798) ( 182,010) ( 191,886)
Net cash generated from (used in) operating activities ( 27,556,295) 1,526,982 6,665,856
CASH FLOWS FROM INVESTING ACTIVITIES
Advances to related parties - note 19 (  3,260,819) ( 34,923) -
Collection of advances 18,542 2,623,740 14,100,074
Proceeds from sale of investment properties - note 22 6,368,544 - -
Additions to property and equipment - note 9 - ( 151,785) ( 71,875)
Net cash generated from investing activities 3,126,267 2,437,032 14,028,199
CASH FLOWS FROM FINANCING ACTIVITIES
Advances from related parties - note 19 85,938,200 3,114,217 -
Payment of advances ( 12,899,997) ( 4,508,.873) ( 8,132,215
Payment of borrowings - note 10 ( 47,365,872) - ( 4,366,283)
Finance costs paid ( 4,803,691) - ( 6,148,557)
Net cash generated from (used in) financing activities 20,868,640 ( 1,394,656) ( 18,647,055)
NET INCREASE (DECREASE) IN CASH ( 3,561,388) 2,569,358 2,047,000
CASH - note 4
At beginning of year 5,371,995 2,802,637 755,637
At end of year P 1,810,607 P 5,371,995 P 2,802,637

(The accompanying notes are an integral part of these consolidated financial statements)
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2012, 2011 and 2010

1. CORPORATE INFORMATION, STATUS OF OPERATIONS
AND MANAGEMENT PLANS

Corporate Information

Wellex Industries Incorporated( t h e f C ovammanporatedl in the Philippines on

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

formerly known as Republic Resources anevBlopment Corporation (REDECO). The
Companyod6s change in name was approved by the
on September 18, 1997.

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

enterprises engaged in the business of real estate developmeng, Mowever, continues to

be one the Companyb6és secondary purposes.

The Parent Companyds corporate | ife official
2006, the Companyds Board of Directors (BOD)
theCompanyds Articles of I ncorporation extendin
October 19, 2056. The Parent Companyo6s Amend

the SEC on July 20, 2007.

On November 20, 2008, the BOD and stockholders apprthe amendment on its Articles of
Incorporation amending the Parent Company changed its primary purpose. The Parent
Companyés primary purpose was changed to emp
mi ning enterpri ses. ndadypurpése hoavever, rainainsgoaapsgralien s e ¢
of all types of business enterprises, such as property holding and development, management,
manufacturing, investments and other business. The amendment was approved by the SEC on
April 3, 2009.

TheParentCompany 6s shares ar e hilippine Steck Exehande (RSE)ad e d i

The ParentCompany wholly owns two companies, namely Plastic City Industrial Corporation
(PCIC) and Philfoods Asia, In¢.c ol | ecti vely known as the fGro

The registezd office address of the Compaisylocated at 22" Floor, Citibank Tower, 8741
Paseo de Roxas, Makati City.

Theaccompanying consolidatéidancial statements of ti@roup were approved and
authorized for issue by its Board of Directors (BOD) on April 10, 2013

Status of Operationsand Management Plans

The accompanying consolidated financial statements have been prepared assuming that the
Group will continue as a going concern. The Group continues to incur losses which resulted to
a deficit of P2,354,609,00P1,917,918,841 and P1,890,106,437 as at December 31 , 2012,
2011 and 2010, respectively.

I n prior year s, busitess offirdng and ¢il exploratipnebecsnde secondary

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

of the Parent Companyds primary purpose fron
the business of mining and oil exploration.
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The purpose of the amendment of the primary purpose was essentially to enable the Parent
Company to ridehte crest of a resurgent mining industry including oil exploration of the
countryos offshore oil fields. The Parent Co
with proven mineral deposits particularly nickel, chromite, gold and copper coveredbyaMi
Production Sharing Agreements (MPSAs) and to negotiate for either@uboy enter into a

viable joint venture arrangement. For its oil and mineral exploration activities, the Parent

Company has identified and conducted initial discussions witgmpat investors.

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

The Subsidiaries ceased its manuiaog operations in prior years from 2000 to 2002 due to
the Asian crises and stiff business competition, and had leased out its building facilities.

The investment properties were used as collateral to secure loans obtained by the Group and its
relatedparties, 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 with the related parties. Due to default to settleitsiaeding

obligations by the Company and its related parties, on October 28, 2010, PCIC subsidiaries,
Inland Container Corp. (ICC), Pacific Plastic Corp. (PPC), and Kennex Container Corp. (KCC)
(the APetitionerso) filtidom @EtheétiBhadoy kef
Tri al Court of Val enz wfé&écton ], Rueel ofiR@esandt 60) by a
Procedures on Corporate Rehdadiion, in order to revive the Petitioner&nufacturing

operations and bring them back to profiligpfor 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 projection of P4.214 million from 2011 to 2015, assuming the Plan was immediately
approve. The Plan entails the following: (a) capital restructuring; (b) debt restructuring; (c)
reconditioning of machinery and equipment; (d) implementation of sales plan; and (e) joint
venture for the real estate conversion from industrial to commercial sidémgal.

The Groupbs properties were subjected to for
suspended due to the issuance by the Court o
among others, appointment by the Court of a Receiver and settiimifidéhearing on the

petition on December 14, 2010 whereby all creditors, the Bank and the related party creditors,
were allowed to submit their comments on the corporate rehabilitation.

On March 9, 2011, the Receiver filed an initial report on thalsditation plan before the

Court. The related party creditors interpose no objection to the Plan. However, the creditor
banks commented on the dismissal of the Plan due to: (a) failure to comply, in form and
substance, with the requirements of FinanRihabilitation and Insolvency Act of 2010
(FRIA); (b) nonviability of the Plan; and (c) foreclosure rights of the creditor banks are
affected. The Receiver recommended to the Petitioners to: (a) show clear blue print for the
conversion of the industriakal estate into commercial or residential zones with specifics on
cost, financial capacity of investor, time frame and potential value of the properties; and (b)
show how financial projections will be attained with specifics on key target markets and
contibutions, 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 court issued on July 27,
2011an order denying the motion to dismiss figd®NB for being a prohibited pleading.

On August 26, 2011, the Petitioners, filed a

to show clear blue print for the conversion of industrial real estate into commercial or
residential zones and projecti@thncial statements showing in details how the projected
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revenues will be attained under the Plan, within thirty (30) days from August 26, 2011 to
September 25, 2011 through a revised Plan.

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

On September 18, 2012, the Court granted the
revised Plan and gave the Petitioners sixty (60) days until November 4, 2012 to submit the
revised Plan.

On Septemér 24, 2012, the Petitioners filed a motion for partial reconsideration on the
submission of revised Plan with respect to the Petitioners prayer to be allowed to enter into a
formal property development agreement with Avida Land Corp. (ADB)the same de, 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, PNB averred that: (a) the revision of the Plan is no longer prdperagsoutside

the one (1) year period provided under the FRIA and under the Rules of Corporate
Rehabilitation; (b) the is no substantial likelihood for the Petitioners to be successfully
rehabilitated.

On November 9, 2012, the court granted the Petitiommtion for the partial reconsideration

to submit the revised plan and also authorized the Petitioners to enter into a formal property
development agreement with ALC for the purpose of coming up with a concrete and complete
Plan, provided that the develment 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 Court. Incorporated in the revised Plan as the Memorandum of Agreement (MOA)
entered by the Compamyd other related parties with ALC on the same date, for the
development of 21.3 hectares of land located in Valenzuela City into a residential clusters of
condominium, townhouses, house and lots. Out of the total 21.3 hectares, 12.8 hectares
(representig 60% of the aggregate area) was owned by the Petitioners, and around 8.47
hectares were mortgaged to PNB to secure the loan with an outstanding principal balance of
P594 million as at December 31, 2012. As at December 31, 2012 the fair value of mortgaged
properties to PNB amounted to P254.09 million. The projected future gross cash flows from the
implementation of the revised plan amounted to P916.4 million over a nineteen (19) year time
frame based on agreed sharing scheme.

On January 31, 2013, the Raasi submitted its comment on 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 Pl

On February 19, 2013, 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.

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

Consequently, the consolidated financial statements have been prepared assuming that the
Group will continue as a gog concern. The consolidated financial statements do not include
any adjustments relating to the recoverability and classification of the recorded assets or the
recognition and classification of liabilities that might result from the outcome of this
uncerainty.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies that have been used in the preparation afathsskdated
financialstatements are summarized below and in the succeeding pages. The policies have been
consistentlyapplied to all the years presented, unless otherwise stated.

Basis ofPreparation

Theconsolidatedinancial statements of tHerouphave been prepared in accordance with
PFRS. Thderm PFRS in general includes all applicable PFRS, Philippine Accounting
Standards (PASInd Interpretations issued by the former Standing Interpretations Committee,
the Philippinelinterpretations Committee (PIC) and the International Financial Reporting
Interpretations

Committee (IFRIC), which have been approved by the FiahR&porting Standards

Council (FRSC) and adopted by the SEC.

Theconsolidatedinancial statements have been prepared on a historical cost basis except for
certain property and equipmemthichhave beemeasured at revalued amount.

Changes in Accountim Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial year except
for the following new and amended PFRSs and Philippine Interpretations which were adopted
asatJanuary 1, 2012.

PAS 12, Incom&axes- Recovery of Underlying Assegdfective January 1, 2012, clarifies the
determination of deferred tax on investment property measured at fair value. The amendment
introduces a rebuttable presumption that deferred tax on investment property theasge

the fair value model in PAS 40 should be determined on the basis that is carrying amount will
be recovered through sale. Furthermore, it introduces the requirements that deferred tax on non
depreciable assets that are measured using the revaluwatitah in PAS 16 always be

measurd on a sale basis of the asJétis amendment is currently not applicable to the

Group sonsolidatedinancial statements.

PFRS 1 (Amendment), Firsine Adoption of PFRSFixed Dates and Hyperinflatioeffective

Juy 1, 2011. These amendments include two changes to PFRS dirkérstdoption of PFRS.

The first replaces references to a fixed dat
PFRSO6, thus eliminating the mtdimedordsimte ent i ti e
derecognition transactions that occurred before the date of transition to PFRS. The second
amendment provides guidance on how an entity should resume presenting financial statements

in accordance with PFRS after a period when the emtis/unable to comply with PFRS

because its functional currency was subject to severe hyperinflation. This amendment is

currently not applicable to tHeroum sonsolidatedinancial statements.

PFRS 7 (Amendmenginancial Instruments: Disclosure€Enhanced Derecogntion

Disclosure Requirementsffective July 1, 201Irequires additional disclosures about financial
assets that have been transferred but not derecognized to enable the udeareinthe

Companys financial statements to understand thati@hship with those assets that have not

been derecognized and their associated liabilities. In addition, the amendment requires
disclosures about continuing involvement in derecognized assets to enable the user to evaluate
the nature of, and risks asged with, the entity's continuing involvement in those

derecognied assetsThe amendment affects the disclosure @mlg has no impact on the

Grougs financial position or performance
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New Accounting Standards, Interpretations and Amendments to existg Standards
Effective Subsequent to January 1, 2012

Standards issued but not yet effective up to the date of issuanceGrbtlyis consolidated
financial statements are listed below. This listing of standards and interpretations issued are
those tlat theGroupreasonably expects to have an impact on disclosures, financial position or
performance when applied at a future date. Gtaupintends to adopt these standards when
they become effective.

PAS 1(Amendment)-inancial statement presentatioegarding other comprehensive income
effective July 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 basis of
whether they are potentially recld&eble to profit or loss subsequently (reclassification
adjustments). The amendments do not address which items are presented in G&buphe

will apply the stadard beginning January 1, 2013ieTadoption is not expected to have a
significant impacon theGrougs consolidatedinancial statement except on the presentation of
other comprehensive income.

PAS 19 (Amendmengmployee benefiteffective January 1, 2013. The impact on@reup

will be as follows: to immediately recognize all pasvimr 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 (assetle dinendment il¥ not have an

impact on the&Group son®lidatedfinancial statements.

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
provisions of PAS 27 have been incldde the new PFRS 10he amendment il not have

an impact on th&roup sonsolidatedinancial statements.

PAS 28 (Revised), Investments in Associates and Joint Veetiteetye January 1, 2013. This
revised standard includes the requirements fat j@entures, as well as associates, to be equity
accounted following the issue of PFRS 11. Greuphas yet to assess the full impact of the
amendments and intends to adopt theradmeent beginning January 1, 2013

PAS 32 (Amendment), Financial InstruriserPresentatiori Offsetting Financial Assets and

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

assess the full impact of the amendments and intends to adopt the amendment beginning

Jaruary 1, 2014.

PFRS 1 (Amendment), Government Loaffective January 1, 201¥hese amendments add
an exception to the retrospective application of PFRSs:tifitetadopters are required to apply
the requirements in PFRS 9, Financial Instruments (If$8ks not yet adopted, references to
PFRS 9 in the amendments 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 prospectiveboieernment loans existing at the date of
transition to PFRSs. Ehamendment il not have an impact on th@rou sonsolidated
financial statements.

PFRS 7(Amendment), Disclosu@fsetting Financial Assets and Financial Liabilities

effective January,12013 These amendments involves the revision of the required disclosures

to include information that will enable users to evaluate the effect or potentially effect of
netting arrangements on an entityobsppiednanci a
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for annual periods beginning on or after January 1, 2013 and interim periods within those
annual periods. Th&rouphas yet to assess the full impact of the amendments and intends to
adopt the amendment beginning January 1, 2013.

PFRS 9Financialinstrumentseffective January 1, 2018ddresses the classification,
measurement 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
classfication and measurement of financial instruments. PFRS 9 requires financial assets 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 recognitiba.classification depends

on the entity's business model for managing its financial instruments and the contractual cash
flow characteristics of the instruments. For financial liabilities, the standard retains most of the
PAS 39 requirements. The mahange is that, in cases where the fair value option is taken for
financial liabilities, 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 createsuatirag
mismatch. Thé&roupis yet to assess PFRS 9's full impact and will adopt3P&Reginning

January 1, 2015 he Groupwill also consider the impact of the remaining phases of PFRS 9
when completed by the IASB and adopted by the FRSC.

PFRS 10Consolidated financial statemeneffective January 1, 20]1Builds on existing
principles by identifying the concept of control as the determining factor in whether an entity
should be included within the consolidated financial statements of the pamgany The
standard provides additional guidance to assist in the determination of control where this is
difficult to assess. Th@&roupis yet to assess PFRS 10's full impact but will adopt PFRS 10
beginning January 1, 2013.

PFRS 11Joint Arrangemers, effective January 1, 2018cuses on the rights and obligations

of joint arrangements, rather than the legal form (as is currently the case). It: (a) distinguishes
joint arrangements between joint operations and joint ventures; and (b) always rbguires
equity method for jointly controlled entities that are now called joint ventures; they are stripped
of the free choice of using the equity method or proportionate consolidation. PFRS 11
supersedes PAS 31 and Philippine Interpretation1SiCGlointly Caitrolled Entities Non-

Monetary Contributions by Venturers. T@eouphas yet to assess the full impact of the
amendments and intends to adopt theratment beginning January 1, 2013

PFRS 12Disclosures of interest in other entitjeffective Janugrl, 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. The
Groupis yet to assess PFRS 12's full impact artlagiopt PFRS 12 beginning January 1,

2013

PFRS 13Fair value measuremengffective January 1, 2018ims to improve consistency and
reduce complexity by providing a precise definition of fair value and a single source of fair
value measurement angdosure requirements for use across PFRSs. The requirements,
which are largely aligned between PFRSs 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 already required
or permited by other standards within PFRSs or US GAAP. Gtwupis yet to assess PFRS

13's full impact and will adopt PFRS 13 beginning January 1, 2013

IFRIC 20,Stripping Costs in the Production Phase of a Surface Miffiective January 1,

2013, This interpetation applies to waste removal costs that are incurred in surface mining
activity during the production phase of the
guidance on the recognition of production stripping costs as an asset and measurtément of
stripping activity asset. This new standard will not have an impact darthg®d sonsolidated

financial statements.
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Basisof Consolidation

Control exists when the Parent Company has the power to govern the financial and operating
policies of an inestee entity so as to obtain benefits from its activities. Its consolidated
financial statements comprise the accounts of the Parent Company and its subsidiaries after the

elimination of material intecompany transactions. All intercompany balances mm$actions

with subsidiaries, including income and expenses, are eliminated in full. Unrealized profits and
losses from intercompany transactions that are recognized in assets are also eliminated in full.
Intercompany losses that indicate impairment acegnized in the consolidated financial
statements. Accounting policies of subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Subsidiaries are all entities (including special purpose entitiesgiehn the Group has the

power to govern the financial and operating policies so as to obtain benefits from its activities.
Subsidiaries are fully consolidated from the date on which control is transferred to the Group.
They are deonsolidated from the ¢iathat control ceases.

The purchase method of accounting is used to account for business combinations that result in
the acquisition of subsidiaries by the Group. The cost of a business combination is measured as
the fair value of the assets given, eguitstruments issued and liabilities incurred or assumed

at the date of exchange, plus costs directly attributable to the business combination. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a business combination are

measured initially at their fair values at the acquisition date. Any excess of the cost of the

business combinati on

over the

liabilities and contingent liabilities recognized is recorded@odwill.

acquirerdés int

Subsidiaries are consolidated from the date the Parent Company obtains control until such time

t hat such contr ol ceases.

Changes

that do not result in a loss of control are quotecafoequity transactions.

The consolidated financial statements include the financial statementGartip@anyand the

following subsidiaries, which were all incorporated in the Philippines.

n

a

Ownership

Subsidiaries Principal Activity 2012 2011
Direct Ownership

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

Plastic City Industrial Corporation (PCIC) Manufacturing 100% 100%
Indirect Ownership (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 Corpation (WIC) Manufacturing 100% 100%

a) Direct ownership

Philfoods

Par en

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

PCIC and its subsidiaries haveased 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 wil
contribute highly towards the Groupb6s maxi mu
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 incorporatechithe Philippines 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 buildirgs as warehouses.

PPC

PPCwas incorporated in the Philippines and registered with the Securities and Exchange
Commission (SEC) on October 1, 198the Company was established primarily to
manufactureglastic rawmaterials, rigid and nerigid plastic poducts, plastic compounds,
derivatives and other related chemical substafides Company ceased itemmercial
opeaations on May 16, 2002, and Haased out itbuildings as warehouses.

wiIC

WIC was incorporated in the Philippines and registered wilSecurities and Exchange
Commission (SEC) on July 19, 1994. The Company was established to engage in the business
of manufacturind?VC pipes, PVC fittings, PE pipes, PE tubings, PE fittings, PB tubings and
fittings, water meters, hand pumps, cast irot aefier metal accessories, including their
components and bByroducts.The Company ceased itemmercialbperations on April 30,

2002.

RIC

RIC was incorporated in the Philippines and registered with the Securities and Exchange
Commission (SEC) on Octob®@r 1984. The Comparwas engaged in the business of
manufacturingand moldingplastic productsThe Company ceased itemmercial operations
on April 30, 2002.

KCC

KCC was incorporated in the Philippines and registered with the Securities and Exchang
Commission (SEC)n February 14, 1983 he Company was establishedtanufacturell

kinds of plastic container$he Company ceased its commercial operations on April 30, 2002,
and has leased out its buildings as warehouses.

MPC

MPC was incorporatein the Philippines and registered with the Securities and Exchange
Commission (SEC) on October 11, 1984. The Company was established for the purpose of
producing various kinds of plastic producifie Company ceased temmercialoperations in
Januaryl 994

After the subsidiaries ceased commercial operation they had not resumed fhieeson.
subsidiaries were all located T. Santiago Street, Canumay, Valenzuela City.
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Financial instruments

Initial recognition

TheGrouprecognizes financial assetad financial liabilities in theonsolidatedstatemers of
financialposition when it becomes a party to the contractual provisions of the instrument.
Purchases males of financial assets that require delivery of assets within the time frame
establishd byregulation or convention in the market place are recognized on the settlement
date.

Initial measurement

Financial instruments are recognized initially at fair value, which is the fair value of the
consideration given (in case of an asset) or reddiiwecase of a liability). The initial
measurement of financial instruments includes transaction costs.

Classification

On initial recognition, thé&roupclassifies its financial assets in the following categofis:
financial assets at FVPL, (b) loaasd receivables, (c) hetd-maturity (HTM) investments
and (d) availabldor-sale (AFS) financial assets. The Company also classifiésatsial
liabilities into (a) financial liabilities at FVPL and (b) other financial liabilities. The
classificationdepends on the purpose for which the investments are acquired and whether
are quoted in an active market. Management determines the classification of its fiassetisl
and financial liabilities at initial recognition and, where allowed and apiatepreevaluates
such designation at the end of each reporting period. Financial instrumetitsaified as
liabilities or equity in accordance with the substance of the contrastaaigement. Interest,
dividends, gains and losses relating to a fa@rinstrument or @omponent that is a financial
liability are reported as expense or income. Distributioftders of financial instruments
classified as equity are charged directly to equity, net ofe@layed income tax benefits

As at DecemberB 2012 and 2011, the Group did not hold any financial assets at FVPL, AFS
financial assets and HTM financial assets, and financial liabilities at FVPL.

Subsequent measurement

Available forsale financial assets and financial assets and liabilities afae through profit

or loss are subsequently measured at fair value. Loans and receivables dadrfzeidity
investments are subsequently measured at amortized cost using the effective interest method.
Other financial liabilities are measured at atized cost using the effective interest method.

Determination of fair value and fair value hierarchy

The fair value for financial instruments traded in active markets at reporting date is based on

their quoted market price or dealer price quotatiorss gbice for long positions and asking

price for short positions), without any deduction for transaction costs. When current bid and
asking prices are not available, the price of the most recent transaction provides evitlemce of
current fair value as Ignas there has not been a significant change in ecommeuenstances

since the time of the transaction. For financial instruments where theradtiveomarket,

except for investment in unquoted equity securities, fair value is deterinnesing

appopri ate valuation techniqgues. Sumarket echni q
transactions; reference to current market value of another instrument, whittsiantially the

same; discounted cash flow analysis; and options pricing models.dbdbace of a reliable
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basis for determining fair value, investments in unquoted egeiyrities are carried at cost,
net of impairment.

The Groupuses the following hierarchy for determining and disclosing the fair value of
financial instruments by vahtion technique:

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

e Level 2: other techniques for which all inputs which have significant effect me¢beded
fair value are observable, either directly or indiseand

e Level 3: techniques which use inputs which have a significant effect on the recorded fair
value that are not based on observable market data.

AfiDay 10 difference

When the transaction price in a ractive market is different from the fair valukather

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

technique whose variables include only data from observable mark&rdbprecognizes the

di fference between the tr andfaentejinaghe pri ce and
consolidated statement of comprehensiamime unless it qualifies for recognition as some

othertype of asset or liability. In cases where use is made of data which is not observable, the
difference between the transaction price and meaek is only recognized in tle®nsolidated
statemenbf comprehensivencome when the inputs become observable or when the

instrument igdderecognized. For each transaction,@neupdetermines the appropriate method
ofrecogni zing theamdutay 10 differenc

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 or discount on acquisin and includes transaction costs and fees that argegynal
part of the effective interest rate.

Derecognition

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

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

¢ theGroupretains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full witthhrowtghma't
arrangement; o

¢ theGrouphas transferred its rights to receive cash flows from the asset and eites (a)
transferred substantially all the risks and rewards of the asset, or (b) hastrexitsferred
nor retained substantially all risks and rewards of the assdbal transferredontrol of
the asset.

Where the Group has transferred its rights to receive cash flows from an asset or has entered

into a pasghrough arrangement and has neither transferred nor retained substantially all the

risks and rewards of thesset nor transferred control of the asset, the asset is recognized to the
extent of the Groupbés continuing involvement
the form of a guarantee over the transferred asset is measured at the lower ofrtake origi

carrying amount of the asset and the maximum amount of consideration that the Group could

be required to repay.
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A financial liability is derecognized when the obligation under the liability was discharged,
cancelled or has expired. Where an existingricial liability is replaced by another from the
same lender on substantially different 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 andthe recognition of a new liability, and the difference in the respective
carrying amounts is recognized in the statement of comprehensive income.

Loans and receivables

Loans and receivables are nerivative financial assets with fixed or determinglalgments
that are not quoted in an active market. After initial measurement, loansceiehbles are
subsequently carried at amortized cost using the effective interest rate hasthady
allowance for impairment. Amortized cost is calculated taking actount angiscount or
premium on acquisition and includes transaction costs and fees thatistegeal part of the
effective interest rate and transaction costs. Gains and lossesa@ggized in statement of
comprehensive income when the loans @augtivables arderecognized or impaired, as well as
through the amortization process. These financial aseeiscluded in current assets if
maturity is within 12 months from the end of reportpegiod. Otherwise, these are classified
as noncurrent asts.

As of December 31, 2012 and 2011, included under loans and receivablesGnauttiesash,
trade and othereceivablesinstallment contract receivable and advances to related parties

Other financial liabilities

Other financial liabilities araitially recorded at fair value, less directly attributatsensaction
costs. After initial recognition, interebkearing loans and borrowings atgbsequently
measured at amortized cost using the effective interest rate method. Amoosizésl
calculdaed by taking into account any issue costs, and any discount or premagttlement.
Gains and losses are recognized in the statement of comprehensive incontigeviabilities
are derecognized as well as through the amortization process. Otherditiabitities are
initially recorded at fair value, less directly attributable transaction costs.

As atDecember 31, 2012 and 2011, included in other financial liabilities arérthgd s
accounts payable and other liabilitib®rrowings, advances froralated parties and advances
from lessees

Offsetting of financial statements and financial liabilities

Financial assets and financial liabilities are offset and the net amount reported in the
consolidatedgstatement of financial position if, and onlytifiere is a currently enforceable legal
right to offset the recognized amounts and there is an intention to settle on a net basis, or to
realizethe assets and settle the liabilities simultaneously.

Impairment of Financial A ssets

TheGroupassesses at@aend of reporting period whether there is objective evidiératea
financial asset or group of financial assets is impaired. A financial asset or a gfmamoial

assets is deemed to be impaired if, and only if, there is objective eviddngzadiment as a

result of one or more events that has occurred after the initial recognitios agset (an
incurred Al oss evento) and t hadstimateddusure eashe nt
flows of the financial asset or the group of finanesdets that can beliably estimated.

Evidence of impairment may include indications that the contracted parties or a group of
contracted parties is experiencing significant financial difficulty, default or delinquency in
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interest or principal paymentfie probability that they will enter bankruptcy or otfirancial
reorganization, and where observable data indicate that there is measurable detlrease
estimated future cash flows, such as changes in arrears or economic conditioniselee
with defaults.

Loans and receivables

TheGroupfirst assesses whether objective evidence of impairment exists indivithrally
financial assets that are individually significant, and individually or collectivelfirfancial
assets that are not individiyasignificant. If it is determined that no objectigeidence of
impairment exists for an individually assessed financial asset, wiségnéicant or not, the
asset is included in the group of financial assets with similar eigkliand characteristicand
that group of financial assets is collectively assessedfmairment. Assets that are
individually assessed for impairment and for whichimapairment loss is or continues to be
recognized are not included in a collectassessment of impairment.

If there is objective evidence that an impairment loss on financial assets caaneortited

cost has been incurred, the amount of loss is measured as a difference belweena s s et 6 s
carrying amount and the present value of estimated future cash(@re¥sding future credit

losses that have not been incurred) discounted at the finansisd et 6 s or i gi nal ef
rate (i.e., the effective interest rate computed at initial recognition). The carrying amount of the
asset shall be reduced thrbufpe use of an allowance account. The amount of loss is

recognized in the consolidated statement of compreheinsiome.

If in a subsequent period, the amount of the estimated impairment loss increases or decreases
because of an event occurring after iimpairment was recognized, and the increase or

decrease can be related objectively to an event occurring after the impairment was recognized,
the previously recognized impairment loss is increased or reduced by adjusting the allowance
for impairment losaes account. If a future writaff is later recovered, the recovery is

recognized in the statement of comprehensive income. Any subsequent reversal of an
impairment loss is recognized in the consolidated statement of comprehensive to the extent that
the carying value of the asset does not exceed its amortized cost at reversal date. Interest
income continues to be accrued on the reduced carrying amount based on the original effective
interest rate of the asset. Loans together with the associated allonamgétan off when

there is no realistic prospect of future recovery and all collateral, if any, has been realized or
has been transferred to the Group.

Cash
The Co mp arapyedestlepositsheld at call with banks.

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 business if
longer), they are classified as current assets. If not, they ar@faeses noncurrent assets.

Prepaid Taxes

This account comprises of creditable withholding taxes and unused inputGréditable
withholding tax is deducted from income tax payaiehe same year the revenue was
recognized.

Claims for input VAT and m@paid 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

68



Company at a level considered adequate to provide for potential uncollectible portion of the
claims. The Company, 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

Property, plant and equipment are recognized when probable futurengic benefits
associated with the property, plant and equipment will flow t@&iteeipand the amourntdan be
measured reliablyProperty and equipment are initially measured at historical cost. The
historical cost of property and equipment compriseglitshase price, including import duties,
taxes and any directly attributable costs of bringing the asset to its working condition and
location of its intended use.

Subsequent to initial recognition, property and equipment, except machinery and equipment,
are carried at cost less accumulated depreciation and amortization and any impairment in value.
Machinery and equipment is carried at revalued amount less subsequent depreciation and
impairment lossExpenditures incurred after the property and equipmave been put into

operation, such agpairs and maintenance are normally charged against operations in the

period in which theosts are incurred. All other repair and maintenance costs are recognized in
the consolidated statementafmprehensive incomes incurred.

Increase in the carrying amount arising on revaluation of machinery and equipment are credited
to other comprehensive income and shown as ¢
Decreases that offset previous increase of the sameaass#targed in other comprehensive

income and debited against other comprehensive income in equity all other decreases are
charged to profit or loss. Each year the difference between depreciation based on the revalued
carrying amount of the asset chargedtpr of it or | oss and depreci e
original cost is transferred from fiother con

TheGroupds machinery and equi pment were reval ue
every three years) &nsure that the fair value does not differ materially from its carrying

amounts. The last appraisal of machinery and equipment were performed by an independent

firm of appraisers on April 8, 2009.

Therevaluation reserveesulting from the revaluatiooft he Gr oup6s machinery
including the amount of appraisal increase absorbed through depreciation is eliminated in the
consolidated financial statements.

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

In Years
Buildings 50
Improvements 5to 10
Machinery and equipment 4 to 32
Tools and equipments 5to0 10
Furniture and fixtures 3to 10

The useful lives and depreciation 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 pfoperty and equipment.

When property and equipment are retired or otherwise disposed of, the cost of the related

accumulated depreciation and amortization and accumulated provision for impairment losses, if
any, are removed from the accounts and anyltieg gain or loss is credited to or charged
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against current 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@nt operations.

When revalued assets are sold, the revaluation reserve was transferred to retained earnings.

Investment Properties

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

Investment poperties are measured initially at cost, including transaction costs. The carrying
amount includes the cost of replacing part of an existing investment property at the time that
cost is incurred if the recognition criteria are met, and excludes the €dstgto-day

servicing of an investment property. Subsequent to initial recognition, investment properties
(except landparecarriedat cost less accumulated depreciation and any impairment in value.
Land is carried at cost less any impairment in value.

Depreciation are computed using the stralgie method over the following estimated useful
lives:

In Years
Buildings and improvements 50
Land improvements 5

Investment property is derecognized when either it has been disposed of or when the
investnent property is permanently withdrawn from use and no future economic benefit is
expected from its disposal. Any gain or loss on the retirement or disposal of 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 economic benefit is expected from their
disposal. Any gains or losses on the retirement or disposal of an innégtrmperty are

recognized in the statement of comprehensive income in the year of retirement or disposal.

Transfers are made to or from investment property only when there is a change in use. For a
transfer from investment property to owsaarcupied proprty, the deemed cost for subsequent
accounting is the fair value at the date of change in use. If evaeeipied property becomes an
investment property, thBroupaccounts for such property in accordance with the policy stated
under property and equipntamp to the date of change in use.

Investments in a Joint Venture

The Company has entered into a joint venture operafooribe development of properties

jointly controlled 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 themselves. Each venturer
uses its own propergnd carries its own inventories. It alsauns its own expenses and

liabilities andraises its own finance, which represent its own obligations. The joint venture
agreement provides a means by whtod revenue from the sale of the joint product and any
expenses incurred common are shared amotige venturersThe venturers recogregin its
financial statementga) the assets that it controls and the liabilities that it incurs(gritie
expenses that it incurs and its share of the income that it earnthE@ale of goods or

services by ta joint venture.
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Impairment of Non-financial Assets

At each reporting date, the Group reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If
any such indiddon 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 generate cash
flows that are independent from other assets, the Group estimates the recoverableftmeunt
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 use, 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 have not been adjusted. If
the recoverable amount of an asset is estimated to be less ¢taatyitsg 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 revalued amount, in which case
the impairment loss is treated asegaluation increase.

When an impairment loss subsequently reverses, the carrying amount of the asset or cash
generating unit is increase to the revised estimate of its recoverable amount, but only to the
extent of the carrying amount that would haverbéetermined (net of any depreciation) had no
impairment loss been recognized for the asset orgais@rating unit in prior years. A reversal

of an impairment loss is recognized as income unless the relevant asset is carried at a revalued
amount, in whicltase the reversal of the impairment loss is treated as a revaluation increase.

AccountsPayable and Other Liabilities

Accounts payablare obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppli€dsher payables include norade payableand
accrued expenses

Accounts payable anather liabilitiesare classified as currelwbilities if payment is due
within one year or less (or in the normal operating cycle obtisiness if longer) while me
trade payables are classified as current liabilities if paymehigsvithin one year or less. If
not, they are presented as noncurrent liabilities.

Accounts payable and other liabilitiage recognized initially at fair value and subsequently
measureat amortized cost using the effective interest method.

Borrowings and Borrowing Cost

Borrowings

Borrowings are recognized initially at fair value, net of transaction costs asdlaequently
measured at amortized cost using the effective interebiboheDifferencebetween the
proceeds (net of transaction costs) and the redemption value is recogrimecbimsolidated
statement of comprehensive income over the period of the borrowings useitettive
interest method.

Fees paid on the establisem of loan facilities are recognized as transaction costs @ddhe
to the extent that it is probable that some or all of the facility will be drawn dowimis case,
the fee is deferred until the dradown occurs. To the extent there iseviddencehat it is
probable that some or all of the facility will be drawn down, the feap#alized as a pre
payment for liquidity services and amortized over the period dbttikity to which it relates.
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Borrowing cost

General and specific borrowing coslisectly attributable to the acquisition, constructayn
production of qualifying assets, which are assets that necessarily take a sulpstaatadf
time to get ready for their intended use or sale, are added to the cost @fsthetse until such
time as the assets are substantially ready for their intended use or sale.

Equity I nstruments

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 instremiépayment is deferreahd
the time value of money is material, the initial measurement is on a present value basis.

Capital stock

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

Additional pid-in Capital

When shares are sold at premium, the difference between the proceeds and the par value is
credited t o -ifinAdcdaiptiitoanladl apcaciodu nt . Direct <cost
are chargeabl e-i no ca A dut i tdditonakpaidnapitatis not

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 rgaiaed in profit or loss on the purchase, sale, issue

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

rights relatedd treasury shares are nullified for the Group and no 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 additipaidin capital to the extent of the

specific or average additional pdidcapital when the shares were issued and to retained

earnings for the remaining balance.

Retained Earnings gficit)

Deficit includes all current and prior period resultglisslosed 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 amount of revenue can be reliably measured. Reveregsisred 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 specific criteria have
been met. The company bases its estimatetofn on historical results, taking into

consideration the type of customer, the type of transaction and the specifics of each
arrangement.
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Rental income

Rentalfrom investment properties that is leased to 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 incomés accrued om timely basis, by reference to the principal outstanding and at the
effective interest rate applicable.

Expense Recognition

Expenses are recognized in profit or loss when decrease in the future economic benefit related
to a decrease in an asset orrmrease in liability has arisen that can be measured reliably.
Expenses are recognized in profit or loss: (a) on the basis of a direct association between the
cost incurred and the earning of specific items of income; (b) on the basis of systematic and
rational allocation procedures when economic benefits are expected to arise over several
accounting periods and the association with income can only be broadly or indirectly
determined; or (¢) immediately when an expenditure produces no future economitdyenefi
when, and to the extent that, future economic benefits do not qualify, or cease to qualify, for
recognition in the statement of financial position of an asset.

Current and Deferred Income Tax

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

The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at reporting date. Management periodically evaluates positions taken in
tax returns with respect to sittions in which applicable tax regulation is subject to

interpretation. It establishes provisions where appropriate on the basis of amounts expected to
be paid to the tax authorities.

Deferred income tax is recognized, using the liability method, ondenpdifferences arising

between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements. However, deferred tax liabilities are not recognized if they arise from the
initial recognition of goodwill; defeed 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 income tax asset is realized or the deferred
income tax liability is settled.

Deferred income tax asseie recognized only to the extent that it is probable that future
taxable profit will be available against which the temporary differences can be utilized. At each
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 of minimum corporate income tax
(MCIT) over regular corporate income tax (RCIT) and unused nettopetass carryover
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(NOLCO), to the extent that it is probable that sufficient future taxable profits will be available
against which the deductible temporary differences, darward benefits of unused tax

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

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to
offset current tax asset against currentlitgbilities and when the deferred income tax assets

and liabilities relate to income taxes levied by the same taxation authority on either the same
taxable entity or different taxable entities where there is an intention to settle the balances on a
net bas.

Leases
TheGroupaccounts for its leases as follows:
Group as Lessee

Leases which transfer to tl@&oupsubstantially all risks and benefits incidental to ownership

of the leased item are classified as finance leases and are recognized asdbabifitias in

the consolidatedstatements of financial position at amounts equal at the inception of the lease
to the fair value of the leased property, or if lower, at the present value of minimum lease
payments. Lease payments are apportioned betilvedimance costs and reduction of the

lease liability so as to achieve a constant rate of interest on the remaining balance of the
liability. Finance costs are recognized in gh@ement of comprehensive incam@apitalized

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

Leases which do not transfer to tBeoupsubstantially all the risks and benefits of ownership

of the asset ardassified as operating leas€@perating lease payments ageagnized as

expense in theonsolidatedtatement of comprehensive income on a strdigatbasis over

the lease term. Associated costs, such as maintenance and insurance, are expensed as incurred.

Company as Lessor

Leases wherein tH8roupsubstantidl/ 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
anamountequaltoti@roupd s net i nvestment in the | ease.
basedn the pattern reflecting a constant periodic rate of return oBrihgd s net i nvest
outstanding in respect of the finance lease.

Leases which do not transfer to the lessee substantially all the risks and benefits of ownership
of the asset are clsified as operating lease. Lease income from operating lease is recognized
in the consolidatedtatement of comprehensive incoorea straightine basis over the lease

term.

The Groupdetermines whether an arrangement is, or contains a lease basedubstarce of

the arrangement. It makes an assessment of whether the fulfilment of the arrangement is
dependent on the use of a specific asset or assets and the arrangement conveys a right to use the
asset.

Leases in which a significant portion of theksand rewards of ownership are retained by the

lessor arelassified as operating leas@ayments made under operating leases (net of any
incentives received from the lessor) are charged to profit or loss on a slireedbesis over the

period of the dase.
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Related Party Relationships and Related Party Transactions

Rel ated party relationship exists when (a) a
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 telated
the Company if, the entity and the Company are members of the same group, oneamtity is
associate or joint venture of the other entity, both entitiegoamt ventures of the santigird

party, one entity is a joint venture of a third entity and the other entity is an assotiae of
third party, an entity is a pestmployment benefit plan for the benefit of employeethef
Company, the entity is contted or jointly controlled by a person who has contrgloamt

control over the Company and a persoidasitified in (a) above has significanfluence over

the entity or is a member of the key management personnel of the entity pa@nt of the
ertity. In considering each possible related party relationship, attentitrecied to the
substance of the 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 established a raomtributory defined benefit obligation for its qualified
employees based on the amounts required by law.

The Group accrues the estimatedtaaf retirement benefits required by the provisions of RA
No. 7641 (Retirement Law). Under RA 7641, the Company and PCIC are required to provide
minimum retirement benefits to qualified employees. The retirement cost accrued includes
normal cost and estied past service cost.

Segment Reporting

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 segent is engaged in providing products or services 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 theshgsdn which the Group reports its primary
segment informatiorfinancial information on business segments is presented ir?Rote

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 outstanding during theepeduding common shares
purchased by th&roupand held as treasury shares.

Foreign Currency-Denominated Transactions and Tanslations

Functional and Presentation Currency

Items included in theonsolidatedinancial statements of the company are measured using the
currency of the primary economic environment in which the company opétatesonal
currency). Theonsolidatedinancial statements ampresented in Philippine petde Groupgs
functional and presentation currency.
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Transactions and Balances

Transactions denominated in foreign currencies are recorded using the appkchblege rate
at the date of the transaction. Outstanding monetary assets and mialgtaiys denominated
in foreign currencies are translated using the applicable ratecbfinge at the end of reporting
period. Foreign exchange gains or losses are recognitieeconsolidatedstatement of
comprehensive income.

Provisions and Contingencies

Provisions areecognized when th@rouphas a present obligation (legal or constructagea
result of a past event, it is probable that an outflow of resources embodying ecbanafits
will be required to settle the obligation and a reliable estimate can be frthéeamount of the
obligation. If the effect of the time value of money is material, provisiondetezmined by
discounting the expected future cash flows at agxaate that reflectsurrent market
assessments of the time value of money and, wipgr®priate, the riskspecific to the
liability.

Where discounting is used, the increase in the provision due to the passage of time is
recognized as interest expense. WherGrmipexpects a provision or loss to embursed,
the reimbursement is recaiged as a separate asset only whemdimsbursement is virtually
certain and its amount is estimable. The expense relating fgravigion is presented in the
consolidatesgtatement of comprehensive income, net of any reimbursement.

Contingent liabilites are not recognized in thensolidatedinancial statements. They are
disclosed unlesthe possibility of an outflow of resources embodying economic benefits is
remote.

Contingent assets are not recognized irctresolidatedinancial statements butstlosed

when an inflowof economic benefits is probable. Contingent assets are assessed continually to
ensure thatlevelopments are appropriately reflected indbesolidatedinancial statements. If

it has becomeirtually certain that an inflow of ecomic benefits will arise, the asset and the
relatedincome are recognized in thensolidatedinancial statements.

Events After the Reporting Date

Post yeaiend events that provide additional information abou@Ghmupd s posi ti on at
reporting datdéadjusting events) are reflected in ttansolidatedinancial statements. Post
yearendevents that are not adjusting events are disclosed oottsolidatedinancial

statements when material.

SIGNIFICANT ACCOUNTING JUDGMENTS AND CRITICAL ACCOUNTING
ESTIMATES AND ASSUMPTION

The preparation of theonsolidatedinancial statements in compliance with PFRS requires
management tmake estimates and assumptions that affect the amounts reported in the
consolidatedinancial statementd.he estimates and asaptions used in theonsolidated
financial statement s esauationnbradegantfactpamach manage me
circumstances at the end of the reporting period. Acasailts could differ materially from

such estimates.

Estimates and judgments ar@ntinually evaluated and are based on historical experience and

other factors, including expectations of future events that are believed to be reasonable under
the circumstances.
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Significant accounting judgments in applying the Groupgs accounting

In the process of applyingthe Grodps accounting policies, manag
following judgments apart from those involving estimation, which have the most significant
effect on the amounts recognized in toasolidatedinancial statements:

(&) Functionalcurrency

TheGroupconsiders the Philippine peso as the currency that most fajmtgsents the
economic effect of the underlying transactions, events and conditionRhillppine Peso is
the currency of the primary economic environment in whictGtoaip operates. It is the
currency in which th&roupmeasures its performanaad reports its operating results.

(b) Operating lease commitments
Groupas lessee

TheGrouphas entered into contract of lease for some of the office space it ocdupges.
Grow has determined that all significant risks and benefits of ownership onpitogsaties
will be retained by the lessor. In determining significant risks and benefitsrarship, the
Groupconsidered among others, the significance of the lease teaomaared with the
estimated useful life of the related asset. Gineupaccordinglyaccounted for the lease
agreement as operating lease.

Groupas lessor

TheGrouphas entered into property leases omit#dings classified amvestment properties.
TheGrouphas determined that it retains all significant risks and rewards of ownership of the
property as th&roupconsidered, among others, the length of the lease term as compared with

the estimated life of the assets. Thwupd s o per at i n gre dceoantedforasont r act
norcancellable operating leases. In determining a lease contremtasncellablethe Group

considerghe provisions in the lease contract whechong others, theayment of rental

corresponding to the unexpired portion of the |gas@od.

(c) Distinction betweemeal estate inventoriegndinvestment in joint venture

TheGroupdetermines whether a propedyntributed to joint venture operatiowdll be

classified aseal estate inventories investment in joint venturdn making his judgment, the
Groupconsiders whether the property will baldin the normal operating cycte whether it

will be retained as part theGroupdbasset and treated as the Gr ol
venture, based on the provisions governing the jenture agreement.

(d) Income Taxes

The ecognition 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 incameareshown in Note 18

(e) Provisions and contingencies

Judgment is exercised by management to distinguish between provisions and contingencies.

Policies on recognition and disclosure of provision and disclosure of contingencies are
discussed in Note 2.
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Significant Accounting Estimates and Asumptions

The Company makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related actual resultstirhates,
assumptions and judgmernist have a significant risk of causing a matea@jlistment to the
carrying amounts of assets and liabilities within the next financial yedismiesed in the
following section.

(a) Allowance for doubtful accounts

Allowance is made for specific group afcounts where objective evidence of impairment

exists. The factors considered by management in the review of the current status of its
receivables are (1) length and nature of their relationship and its past collection experience, (2)
financial and casflow position and (3) other market conditions as at reporting date.
Management reviews the allowance on a continuous basis.

Receivables (including advances to related parties and installment contract receivable), net of
allowance for doubtful accounts asDecember 31, 2012 and 2011 amounted to P153,123,352
and P130,112,395, respectively (see Notes 5, 19 and 22).

Reversal of allowance for doubtful accounts amounted to P267,992 in 2011(see Note 5).
(b) Useful lives oproperty and equipment, and investmgirttperties

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 useful lives are reviewed and updaepictations differ from previous

estimates due to physical wear and tear. The estimation of the useful lives of the investment
properties is based on a collective assessment of industry practice and experience with similar
assets. It is possible, howevtrat 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 for any period would be affected by changes in
these factors and cirmstances. 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 Companyds i nv
equipment as at December 31, 2012 and 26@dd as follows:

2012 2011
Property and equipmennote 9 P 177,397,77( P 120,838,42.
Investment propertiesnote 7 117,103,17¢ 197,368,65<

P 294,500,94¢ P 318,207,07¢

The Company considers that it is impreable to disclose with significant reliability the
possible effects of sensitivities surrounding tiseful lives of assets

(c) Impairment of notinancial assets

NorHinancial assets aqgeriodcally reviewed to determine amydications of impairment.

Though the management believes that the assumptions used in the estimation of fair values are
reasonable and appropriate, significant changes in these assumptions may materially affect the
assessment of the recoverable amounts and any resulting impairrsesrdutitshave a material
adverse effect in the results of operations.
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The accumulated impairment loss on property and equipment, investment properties and
investment in joint venture amounted to P913,779,268 and P550,073,832 as at December 31,
2012 and 201 Irespectively (see Notes 7, 8 and 9).

(d) Retirement benefits obligation

The determination of the Groupb6s obligation
selection of certain assumptions used by management in calculating such afuounts.

changs in these assumptions will impact the carrying amount of retirement benefit obligation.
Additional information is disclosed in Nofs.

(e) Deferred tax assets

The Company reviews its deferred tax assets at each reporting date and reduces the carrying
amourt to the extent that it is no longer probable that sufficient taxable profit will be available

to allow all or part of the deferred tax asset to be utilized.

The Companybs deferred tax assets with full

CASH

Cashas at December 31 are as follows:

2012 2011
Cash in bank P 1,790,607 P 5,351,99¢
Cash on hand 20,000 20,000

P 1,810,607 P 5,371,995

Cash in banks earn interest at the respective bank deposit rates.

TRADE AND OTHER RECEIVABLES (nel

Trade and other receivablas at December 31 are as follows:

2012 2011
Trade P 2,686,56C P 1,818,265
Receivable from related partieaote 19 318,506 533,722
Others 572,060 562,089
3,577,126 2,914,076
Allowance for doubtful accounts ( 1,069869 ( 1,069,86¢

P 2,507,257 P 1,844,207

Trade receivables include rental receivables amounting to P1,616,691 and P748,396 as at
December 31, 2012 and 2011, respectively. Rental receivables are collectible monthly based on
terms of the contract.

Other receivables include 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 26.

The movement of the allowance for doubtful @aats is as follows:

2012 2011
Balance at beginning of year P 1,069,86¢ P1,337,861
Reversals during the yeanotel5 — (267,992
Balance at end of year P 1,069,86¢ P 1,069,869
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PREPAID TAXES

Prepaid taxeas at December 31 are as follows:

2012 2011
Creditable withholding tax P 5,890,26C P 5,317,61¢
Creditable input tax 683,664 360,331
Others 3,798 6,078

P 6,577,722 P 5,684,02¢

The carrying amounts of the creditable withholding and input taxes are reduced to the extent
that they are mlonger 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 December 31, 2012 and 2011, respectively, no provisiompairment has been
recorded since management believes that the accounts are fully realizable.

INVESTMENT PROPERTIES (net)

Details of investment properties as at DecembeR@12are adollows:

Land Buildings and

Land improvements improvements Total
Cost
At beginning of year P 1,103,292,03t P 3,290,824 P 360,764,70C P 1,467,347,55¢
Disposal ( 103,332,30% - - ( 103,332,308
At end of year 999,959,735 3,290,824 360,764,700 1,364,015,25¢
Accumulated depreciation
At beginning ofyear — 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 theegr 241,103,385 - - 241,103,385
Disposal ( 27,723,300 - - ( 27,723,300
At end of year 398,104,235 - 172,361,626 570,465,861

P 601,855,50C P 658,160 P 116,445,01¢ P 718,958,67¢

Details of investment properties as at DecembeR@11are adollows:

Land Buildings and

Land improvements improvements Total
Cost
At beginning and end of year P1,103,292,03¢ P3,290,824 P 360,764,700 P 1,467,347,55¢
Accumulated depreciation
At beginning of year - ( 1,316,332 ( 65,803,903 ( 67,120,23E
Depreciation - ( 658,168 ( 3,077,07¢ ( 3,735,24:
At end of year - ( 1,974,497 ( 68,880,97¢ ( 70,855,47¢
Accumulated impairment loss
At beginning and end of year ( 184,72450 ( 172,361,62¢ ( 357,085,77¢

P 918,567,88¢: P 1,316,327 P 119,522,095 P 1,039,406,30%

Rental income earned on the above investment properties amounté&d4td milion,

P18.8 million and P5.33million for the years endddecember B, 202, 2011 and2010
respectively. While direct operating expenses incurred on the buildings such as repairs and
maintenance, security, insurance and property tax (excluding depreciation expenses)
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amounted td?3.96 million,P6.42 millionand3.75 millionin 2012, 2011 and 240
respectively, shown under @ADi r eanprehensiget s and
income (see Note 13

The fair value of the Groupdbs | and as at Dec
cost based on the recagpraisal of the property conducted by an independent firm of

appraisers on December 15, 2012. Accordingly, the Company recognized impairment loss on

land amounting to P241,103,385 (see Note 15). The fair value of land is determined using the
market datapproach, 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 land is located.

The | atest appraisal on the Group®dy buil ding
independent appraisers in which the aggregate fair value of buildings and improvement was

above its cost, and accordingly recovery of previously recognized impairment loss of

P16,050,697 was recognized. The fair value is determined using the coarbofatost 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, 2012 and 2011, in reference to appraised value in 2009, is
insignificant based on existing zoninssification, market condition and physical condition

that would require reassessment of the investment properties fair values.

Landand buildingswith an aggregate carrying amountR#54,091,000 and P665,227,378
as at December 31, 2012 and 2011, ee8pely,are mortgaged with PNB and BDO to
secure the loans obtained by Inland Container Corporation (ICQ)thedelated parties
(Note 10)

In 2012, the outstanding lodrom BDO waspaidby ICC and the related mortgaged properties
were réeased

INVESTMENTS IN A JOINT VENTURE (net)

The Groupbds investment in joint venture repr

In July 1997, the Group, together with International Polymer Corp. (IPC), Pacific Rehouse

Corp. (PRC) and Ropeman Internatio@alrp. (RIC), entered into a Joint Venture Agreement

(the AAgreement o) as Owners with Philippine
Under the agreement, the owners contributed land with an approximate area of 29.5629

hectares located in Canumay, ®atuela City, whereby PHES will develop into industrial

estate in accordance with the plans mutually agreed by venturers.

The developer is entitled to forty percent (40%) of the net proceeds after deducting all relevant
taxes, marketing and administraiexpenses, and the remaining sixty percent (60%) of the
shall constitute the owners share, divided proportionately to the areas of property contributed.

The Companydés | and is carried at cost, | ess
2012, theCompany determines the fair value of land to be lower than its cost. Based on the
recent appraisal of the property conducted by an independent firm of appraisers on December
15, 2012, the Company recognized impairment loss on land amounting to P15@ 32835

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 vicinity wheeddhd is located.
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The carrying amount of joint venture asset is as follows:

2012 2011
Cost
At beginning and end of year P 600,408,111 P 600,408,111
Accumulated impairment loss
At beginning of year 56,899,604 56,899,604
Impairment los during the year 150,325,351 ]
Accumulated impairment loss 207,224,95¢ 56,899,604

P 393,183,15¢ P 543,508,50"

The Company has no revenue and expenses to be recognized in relation to the joint venture for
the years ended December 31, 2012 and 2011.

Portion of thereal estate pragties ofGroupwith an aggregate carrying amourit
P512,348,300 as at December 31, 201teweortgaged witlBDO to secure the loans
obtained bythe Groupln 2012, the outstanding lodmm BDO waspaidand the related
mortgaged propertiesere réeasel.

PROPERTY, PLANT AND EQUIPMENT (net)

Details of property and equipment as at December 31, 2012 are as follows:

Building and Machinery and Tools and  Furniture and
improvements equipment equipment fixtures Total

Costor revalued amount
At begnning and end of

year P 18,898,995 P 883,287,07€ P 14,328,370 P 10,327,519 P 926,841960
Accumulated depreciation
At beginning of year 7,184,967 561,769,019 14,284,223 10,146,646 593,384,855
Depreciation 144,080 19,760,03 44,147 22,643 19,970Q883
Balance at end of year 7,329,072 581,529,028 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 P 4,500,010 P 172,841,692 P — P 56,068 P 177,397,77C

Details of property and equipment as at December 31, 2011 are as follows:

Building and Machinery and Tools and  Furniture and

improvements equipment equipment fixtures Total
Costor revalued amount
At beginning of year P 18,898,99t P 883,287,07¢ P 14,176,585 P 10,327,51¢ P 926,690,17¢
Additions — - 151,785 - 151,785

Balance at end of year P 18,898,99t P 883,287,07¢ P 14,328,37C P 10,327,51¢ P 926,84196(
Accumulated depreciation

At beginning of year 7,040,907 542,700,124 14,176,584 10,124,003 574,041,618
Depreciation 144,060 19,068,895 107,638 22,644 19,343,236
Balance at end of year 7,184,967 561,769,019 14,284,222 10,146,647 593,384,855

Impairment loss
Balance at begining

and end or year 7,069,958 128,916,332 - 102,162 136,088,452
Net carrying amounts,
December 1, 2011 P 4,644,07C P 192,601,725 P 44,14¢€ P 78,71C P 197,368,65:
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10.

Depreciation on appraisal increase amounted to P88Y38,702,80&and P20,239,857 in

2012, 2011 and 2010, respectively. Total depreciation charged to operating expenses amounted
to P19,970,883, P19,343,237 and P32,867,132 in 2012, 2011 and 2010, respectively (see Note

16).

TheGroupd s ma ¢ hi npment weserravaluedgon April 8, 2009 by an independent firm
of appraisers. The valuation was det er mi
length terms using cost and market data or direct sales comparison appheavaluation of
machineryand equipment resulted to recovery of previously recognized impairment loss of
P33,659,547 in 2009.

The value of machinery equipment was arrived using a combination of cost and market (or
direct sales comparison) approach. Cost approach is based omti@gof substitution,

ned

which holds that an informed buyer would not pay more for a given property than the cost of an

equally desirable alternative. Market data approach is an appraisal technique in which the
market value estimate is predicted based ygmes paid in actual market transactions and
current listings, the former fixing the lower limit of value in a static or advancing market
(pricewise), and fixing the higher limit of value in a declining market; and the latter fixing the
higher limit in any market.

The carrying amount of the Groupbs buil di
cost follows:

2012 2011
Cost P 460,167,45¢ P 460,167,45€
Accumulated depreciation ( 344,038,07: ( 333,547,05:
Impairment loss ( 26,996,917 ( 26,996,917

P 89,132,46¢ P 99,623,49C

BORROWINGS

This account represents restructured loan obtained from Banco de Oro by the Group, with
outstanding balance of P47,365,872 as at December 31, 2011.

As at December 31, 2011, the loan is subjectstrueturing with the following terms and
conditions, in line with the submitted rehabilitation plan on October 31, 2010:

e Proportionate recognitiohy the Group of theutstanding loan principalith twenty
percent (20%) thereof to be recognized by Comptristy-five percent (35%) thereof to
be recognized by the KG@ndforty-five percent (45%) thereof to be recognized by PPC;
e Waiver of penalty and a portion of interest;
e Grace period of tw@2) years on principal payment® restructured loans
o Fifty percent $0%) of the recognized principal to be paid in twe(¥€) equal quarterly

ngs

payments starting March 2013 up to December 2015, with the remaining 50% to be paid as

a balloon payment by December 2015; and

e Interest afive percent $%) per annum on #restructured loan for the dumat of the
rehabilitation plarpayable quarterly in arrears for twerf®0) quarters, starting March
2011 up to December 2015, based on declining restructured principal balance.

Certain real properties owned by subsidssesre held as collateral under this loan. The

carrying amount of collateral properties as at December 31, 2011, amounted to P866,593,987

(see Notes 7 and 8). The borrowings was fully settled by the Group during the year,
accordingly, the related mortgagpibperties were released.
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11.

12.

Total finance costs charged to operations amountBd 803,691, P3,789,269 and 64,397
for the years 2012011 and 2010, respectively, computed at 8% to 10% based on current
market interest.

The borrowings were fully ség¢d by the Group during 2012.

ACCOUNTS PAYABLE AND OTHER LIABILITIES

Accounts payable and other liabilitias at December 31 are as follows:

2012 2011
Accounts payable P 14,053,224 P 14,429,286
Value added tax and other taxes payable 7,850,681 1,420,371
Payable to related partiemnote 19 4,337,045 22,576,647
Deferred rental note 21 1,237,584 2,577,512
Interest payable T 5,295,110
Other payables 103,266 348,799

P 27,581,80C P46,656,725

Interest payable represents accrual of interestubstanding 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 Company has P3,500,000,000 authorized capital stock comprise of 3,500,000,000 common
shares with par value of Pl per share. Detai
stock are as follows:

2012 2011 2010
Issued 3,276,045,87 shares P 3,276,045,63° P 3,276,045,63" P 3,276,045,63
Treasury share$ 10,000 shares ( 10,000 ( 10,000 ( 10,000

P 3,276,035,63° P 3,276,035,63" P 3,276,035,63

Track record of registration of securities

TheCompany was originally registered as Republic Resource and Development Corp.
(REDECO) with the SEC on October 19, 1956. The Company was listed with the PSE on
January 8, 1958 with an initial registered 200,000,000 shares.

On May 25, 1995, the BOD and skbolders 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
reverse stockplit which decreased its authorized capital from P75 million divided into 75
million shares to P15 million divided into 15 million shares, both with a par value of P1 per
share. It was approved by the SEC on January 15, 1996. This was also donetmrewgr

all outstanding stock certificates and be able to account for théssummnce of shares which
management has decided to be absorbed by the Company.

On January 8, 1996, the Parent Company filed with the SEC a motion to increase its authorized

capital stock from P15 million divided into 15 million shares to P1 billion divided into 1 billion
shares with a par value of P1. The increase was approved by the SEC on May 16, 1996.
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13.

Subscriptions to the increase in authorized capital stock were madgttistocksfor-assets

swap.

On September 2, 1996, the Board of Directors and the stockholders approved a resolution to
Articles of I ncorporation ¢
capital stock from P0.01 to P1.00, removihg preemptive rights of shareholders and

increasing the authorized capital stock from P500 million divided by 50 billion shares with a

par value of P0.01 per share to P2.0 billion divided into 2.0 billion shares with a par value of

P1.00 per share. Thegposed amendments were approved by the SEC on September 27, 1996.

amend théParentCo mpany 6 s

Relative to the approval of the proposed amendment, any part of such stock or other securities
may, at anytime, be issued, optioned for sale and sold or disposed offarénéCompany

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 Directors #mal stockholders approved a further increase in
theParentCompanyd6s authorized capital
billion shares with a par value of P1.00 per share. On March 11, 1998, the SEC approved the

increase inthPaentCo mpany 6 s capiatstoeckr i z e d

stock from

As at December 31, 2012 and 2011, the Parent Company has outstanding 3,271,933,300 and
3,271,926,700 shares under its name. Remaining uncoverted shares under REDECO as at
December 31, 2012 and 2011 is 4,112,3474h#18,937, respectively. Outstanding shares

owned by the public as at December 31, 2012 and 2011, is 1,413,514,868 and 638,933,522
respectively. As at December 31, 2012, the Parent Company has 1,023 stockholders owning the

outstanding shares issued.

Themar ket value of the Parent Companyds share
per share and P0.265 per share, respectively.

Treasury shares

Treasury shares

represent 29, 486,

Industrial Corp(RIC), a wholly owned subsidiary of PCIC, in prior years.

633 Parent

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 expensks the years ended Decemberad# as fdbws:

2012 2011 2010
Depreciation note 7 P 3,735,243 P3,735,241 P3,735,241
Security services 3,631,222 3,546,051 3,224,999
Property taxes 239,475 1,185,083 177,952
Repairs and maintenance 55,237 1,663,551 347,694
Insurance 29,105 29,106 -
P 7690,282 P10,159,032 P 7,485,886
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OPERATING EXPENSES

Operating expensder the years ended Decembera# as follows

2012 2011 2010
Salaries and wages P 2,028,811 P2,047,252 P2,089,227
Professional fees 1,730,870 1,809,500 1,206,055
Taxes ad licenses 645,552 605,013 527,439
Commission 408,491 568,291 616,248
Listing and maintenance fee 481,940 440,341 274,677
Renti note 19 112,500 - -
SSS, Medicare and EC contributions 95,426 113,191 121,032
Communication, light and powérnote 19 87,837 - -
Transportation and travel 28,372 28,223 17,876
Others 122,069 345,442 124,542
P 5,741,868 P 5,957,25: P 4,977,096
OTHER INCOME (net)
Other incomdor the years ended Decemberaé# as follows
2012 2011 2010
Impairment loss on:
Investment propertiésnote 7 (P 241,103,38t P - P -
Joint venturd note 8 ( 150,325,35( - -
Loss on sale of investment
propertyi note 22 ( 18,747,00( - -
Miscellaneous income - 258,456 276,836
Reversal ofdllowance for doubtful
Accountsi note 5 - 267,992 -
Interest income 9,915 9,464 4,806
Provision for doubtful accounts - - ( 1,680
Other charges ( 92,10: ( 1,19¢ (  204,26)
(P410,257,92: P 534,715 P 75,701

Miscellaneous income consists of reversal of certain payables.

DISCONTINUED OPERATIONS

Philfoods Asia, Inc. ceased its operations in 2002 while PCIC and subsidiaries ceased
manufacturing operations in 2002 and prior years and leased out ¢énefrause 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, 2011, 2010 and 2009 follow:

2012 2011 2010
Expenses P 23,474,047 P27,003,638 P 36,830,81¢
Other income (charges)net 2,162 11,998 153,924
Loss before tax ( 23,471,88:t ( 26,991,64C ( 36,676,892
Income tax expensenote 18 ( 2,77(

Loss from discontinued operations (P23,471,88¢

(P 26,991,60)

(P 36,679,66}
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Expensegor the years ended Decemberae as follows

2012 2011 2010
Depreciatiorn note 9 P 19,970,88:z P 19,343,23¢ P 32,867,132
Taxes and licenses 468,052 3,553,900 -
Salaries, wages and benefits 1,330,658 1,731,350 1518,85
Light and water 838,086 1,288,180 1,305,686
Professional fees 275,500 253,000 187,550
Others 590,868 833,972 952,153

P 23,474,047 P 27,003,63¢ P 38,830,81¢

Other income (charges) consists of:

2012 2011 2010
Reversal of allowance for doubtfaccounts P - P - P 10,99
Others 2,162 11,998 142,932

P 2162 P11,998 P 153,923

Total assets and liabilities from discontinugzkrations were shown in Note.20
Assets attributable to discontinued operatisigsificantly consiss of madineriesand

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 adopted Republic Act No. 7641 as its amang& 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 in the defined benefit obligation geied and presented as accrued
retirement benefit obligation in the consolidated statement of financial position are as follows:

2012 2011 2010
Balance at beginning of year P 1,418,515 P 1,614,91( P 1,573,210
Retirement provision 41,700 41,700 41,700
Benefits paid ( 795,558 ( 238,09t -
Balance at end of year P 664,660 P 1,418,51f P 1,614,910

The provision for retirement benefits in 2012, 2011 and 2010 were included under salaries,
wages and employees benefit in the codatdéid 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 projected unit credit
method as required under PAS BEdnployee 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% to 30% effective January 1,
20009.

On December 2008, Revenue Regulations No:2808 on the Optional Standard Deduction
(OSD) was published. The regulation prescribed the rules for the OSD application by
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corporations in the computation of their final taxable income. For corporations, OSD shall be
40% baed on gross income; 'cost of goods sold' will be allowed to be deducted from gross
sales.

For taxable period 2008, maximum 40% deduction shall only cover the period beginning July
6, 2008. However July 1, 2008 shall be considered as the start of e when the 40%
OSD may be allowed.

On February 26, 2010, RR2D10 on the amendment of Section 6 and 7 of RRADB was
published. The regulation amended the other implications of the OSD patrticularly on the
election to claim either the OSD or the itesd deduction which must be signified in the first
guarter and must be consistently applied for all the succeeding quarterly returns and in the final
income tax return for the taxable year.

The Group did not avail of the OSD for purpose of income taxutzion in 2012 and
2011.

The Groupbs rent al i ncome, net of certain de
regular corporate income tax (RCIT) of 30% or minimum corporate income tax (MCIT) of 2%
whichever is higher under Philippines Tax Llsawn 2012, 2011 and 2010, the Group is subject
to MCIT amounting to P154,798, P182,010 and P189,116, respectively.
The component of the Groupods deferred tax as
2012 2011
NOLCO P 24,027,68 P 20,939,83¢
Allowancefor:
Doubtful accounts 17,244,939 17,244,939
Impairment loss 274,133,78C 165,022,15C
Accrued retirement benefits 199,398 425,554
MCIT 528,693 574,461
316,134,49= 204,206,94C
Valuation allowance (316,134,49: (204,206,94%
P - P -

A corresponding full valuation allowance has been established for deferred tax assets since
management believes; that it is more likely than not, that the-fawmard benefits will not be
realized in the future.

As atDecember 31, 2012heGr o uND&GO and MCITthat can be claimed as deduction
from future taxable incomand income tax payabés follows:

Year Expiration  Beginning Ending
Incurred Date balance Additions Expired Claimed balance
NOLCO
2012 2015 P - P38,020,628 P - P - P38,020,628
2011 2014 20,930,557 - - - 20,930,557
2010 2013 21,141,093 - - - 21,141,093
2009 2012 27,727,803 — ( 27,727,80: - -

P69,799,453 P38,020,628 (P27,727,80: P — P80,092,278
MCIT
2012 2015 P - P 149,469 P - P - P 154,798
2011 2014 182,009 - - — 182,009
2010 2013 191,886 - - - 191,886
2009 2012 200,566 — ( 200,56€ - -

P 809,088 P 149,469 (P 200,56€ P - P 528,693
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The Groupds NOLCO of P29,563,877 and MCIT

expired in 2011.
Reconciliation of tax expense

The reconciliation of pretax income computed atrdgilar corporate incomntax rate to the
income tx expense as shown in the statement of comprehensive income is as follows:

a) Income tax expense fronoktinuing operations

A numerical reconciliation of the provision for (benefit from) income tax and the product of
accounting income (loss) multiplied bthe applicable tax rates follow:

2012 2011 2010

Loss before tax (P413,063,55: (P 638,75« (P 4,709,122

Tax benefit at 30% (P123,919,06¢ (P 191,62¢ (P 1,412,73}

Tax effect on:

Impairment loss 94,922 535 - -
Interest income ( 1,175 ( 2,545 -
Others 40,190 13,127 63,390

Changes in valuation allowance 29,017,000 363,052 1,538,463

P 59,484 P 182,01C P 189,116

b) Income tax expense fronisdontinued operations

A numerical reconciliation of the provisidor (benefit from) income tax and the product of
accounting income (loss) multiplied by the applicable tax rate follow:

2012 2011 2010
Loss before tax (P 23,471,88t (P 26,991,64( (P 36,679,662
Tax expense (benefit) at 30% (P 7,041,56¢ (P 8097,492 (P 11,003,89

Tax effect on:

Depreciation on appraisal increase 2,844,341 2,610,841 6,071,957

Provision for impairment losses - -
Interest incomé& banks ( 64¢ (3,599 (1,442
Others ( 748,204 (569,738 (344,481
Changes in valuation allowance 4,946,077 6,059,988 5,280,635
P - P - P 2,770

RELATED PARTY TRANSACTIONS

TheGroup in the normal course of business, has transactions with related parties. The
following are the spedi relationship, amount of transaction, account balances, the daeians
conditions and the nature of the consideration to be provided in settlement.

Amount/Volume Outstanding Receivable
Category 2012 2011 2012 2011 Terms Conditions

Receivable fromrelated parties with
common key management
Genwire Manufacturing Corp. P 54,154 P 61,291 P 318,506 P 264,352 (a) Unsecured, no

(GMC) impairment
Concept Moulding Corp. (CMC T T T 267,970 (a) Unsecured, no
impairment

P 54,154 P 61,291 P 318506 P 532,322
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Advances to related parties with
common key management
Metro Alliance Holdings and

Equities Corp. (MAHEC) P P P105,000,00C P105,000,00C (b) Unsecured, no
impairment

The Wellex Group, Inc. (TWGI 3,242,018 T 80,531,453 77,289,435 (b) Unsecured, no
impairment

Wellex Petroleum, Inc. (WPI) 18,801 16,379 2,332,270 2,313,469 (b) Unsecured, no
impairment

Souther Pec Phils. (SPP) T 12,000 T 12,000 (b) Unsecured, no
impairment

Forum Pacific, Inc. (FPI) T 6,211 T 6,211 (b) Unsecured, no
impairment

Wellex Mining Corp.(WMC) T 333 T 333 (b) Unsecured, no
impairment

3,260,820 34,923 187,923,723 184,681,448
Allowance for impairment T 1 ( 56,413,26C ( 56,413,26(

P 3,260,820 P 34,923 P131,510,463 P128,268,18¢
Amount/Volume Outstanding Payable
Category 2012 2011 2012 2011 Terms Conditions
Payable to related parties with
Common key management
International Polymer Corp.
(IPC) P P P 4,337,045 P 22,504,427 (c)
Plastic City Corp. (PCC) 1 1 1 72,220  (c)
P P P 4,337,045 P22,576,647

Advances from related parties with

Common key management
International Polymer Corp.

(IPC) P15,966,437 P P27,657,991 P11,691554 (d) Unsecured
Diamond Stainless Corp. (DSC 1 132,846,223 132,846,223 (d) Unsecured
Plastic City Corp. (PCC) 52,361,317 85,685,755 33,324,438 (d) Unsecured
Philippine Estates Corp. (PHE: 1,481,203 3,114,217 27,796,391 26,315,188 (d) Unsecured
Kenstar Industrial Corp. (KIC) 714,948 23,539,858 22,824,910 (d) Unsecured
Rexlon Realty Corp. (RIC) ) 23,187,370 23,187,370 (d) Unsecured
Pacific Rehouse Corp. (PRC) T 15,540,753 15,540,753 (d) Unsecured
Ropeman 94,200 8,101,207 8,007,007 (d) Unsecured
Asia Pacific Corp. (APC) T 4,046,257 4,046,257 (d) Unsecured
Concept Moulding Corp. (CMC 2,545,095 T 2,545,095 T (d) Unsecured

70,618,105 3,114,217 350,946,900 277,783,700
Advances from stockholders/key

management

Key managemerand officers 12,775,000 1 162,696,938 149,921,938 (e)
P83,393,105 P 3,114,217 P513,643,838 P427,705,63¢

N -

(a) Receivablefromrelated parties with common key management

The Group pays operating expenses on behalf of GMC and CMC. These receivables are
normally collected the following year, unsecured and-imberest bearing. The Group has also
made offsetting arrangements to settle intercompany receivables and payables.

(b) Advances to related parti®gth common key management
MAHEC

On November 24, 200%hilippine 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 auction to the highest bidder Philippine Veterans Bank
which tendered an amount of P71.326 million. The Group recognized advances to Metro
Alliance Holdings and Equities Corp. of P105.06 million for the value of the land foreclosed to
settle the affiliate loan with the bank.
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This advances is unsecured anthwio definite terms of repayment period. The Group did not
provide any allowance for impairment for the amount of receivable as the entire amount is
deemed collectible.

TWGI

The Group provided nemterest bearing and unsecured advances to TWGI. Tle get
outstanding advances, the Group entered into the following contracts with TWGI, which in
return, amounts incurred will be applied to the outstanding advances:

e Consultancy Agreement for a monthly fee of P22,500 starting November 1, 2007. In April
1, 2012, the Agreement was revised and increase the fee to P40,000 from April 1, 2012 to
April 2, 2014. Total consultancy fees incurred for the years ended December 31, 2012 and
2011, amounted to P427,500 and P270,f0e0s0s,06 r
account in the consolidated statements of comprehensive income (see Note 14).

e Lease Agreement for the Groupbs office spa
P5,000, and storage fee of P1,000 from April 1, 2012 to April 2, 2014. Eoitaéxpense
and utilities incurred in 2012, amounted to P112,500 and P87,837 as shown in the
consolidated statements of comprehensive income (see Note 14).

WPI

The Group initially provides advances to Wellex Petroleum, Inc. for payment of its operating
expenses. These advances are-imbgrest bearing, unsecured and with no definite terms of
repayment period. The Group did not provide any allowance for impairment for the amount of
receivables as the entire amount is deemed collectible through offsetting.

Advances to SPP, FPI and WMC

The Group provides advances to SPP, FPI and WMC in payment of their operating expenses.
These advances are nimerest bearing, with no definite terms of repayment period and with
no guarantee.

(c) Payable taelated partiesvith common key management

The related parties pay on the behalf of the Group for its operating expenses. Payable to related
parties are normally settled the following year through offsetting arrangements and cash
payment. These payable are fioterestbearing, unsecured and with no guarantee.

(d) Advances from related parties

In prior years, th&roup obtained neimterest bearing cash advances 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 has ceased its manufacturing operations. The advances are
payable in cash upon settlement depending on the availability of flinel€&sroup, however,

looks into possibility of offsetting arrangements to settlement the obligation.

(e) Advances from key management
The Group obtains neimterest bearing advances from stockholders and key officers for

working capital purposes, with naigrantee and definite terms of repayment period. Payment
will depend on the availability of funds. This amount are payable in cash upon settlement.
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(f) Other transaction with key management

Directorsd fees paid for t hand20®amoanteétn ded Dec
P30,000 and P20,000 respectively.

With the cessation of the subsidiaries commercial operations in prior yea@Gspth® s

primary source of revenue comes only from interest income from bank deposits. Further, the
Groupadvanced fromelated parties to pay its operating expenses. Inview @dtbepd s t i ght
cash position, the management decided to suspend any form of compensation to key
management and officers effective in 2004.

BUSINESS SEGMENT INFORMATION

a) Segment information

The Groupbs operating business segment are o
business activities. The Groupds management
separately for the purpose of making decisions about resourceialiogatl performance

assessment. Segment performance is evaluated based on operating profit or loss and is
measured consistently with operating profit or loss in the consolidated financial statements.
However, Groupds f i nanc iimpgrmenhofasdetsandiccomed es f i
taxes are managed on a group basis and are not allocated to operating segments.

The Group has no geographical segment for se
rates of return are in the same economic and galliénvironment, with the Group is
incorporated and operating in the Philippines.

The Group has only one operating segment rep
properties as warehouses to third parties. Operating segments excludeshdisd@yerations

of the manufacturing operation and mining and oil exploration representing the Parent

Company which is under development. The Parent Company does not earn revenue or may

earn revenue that is only incidental to activities such as inte@she.

The segment information on reportable segment as follows:

2012 2011 2010
Revenue of reportable segment P 15,430,21z P 18,732,08¢ P 15,332,55¢
Interest income 9,616 8,910 -
Other income 525,253 281,642

Impairment loss on investment propes (218,749,85( - -
Loss on sale of investment properties ( 18,747,00C

Depreciation ( 3,735,24: (3,735,241 (3,735,241
Allowance for doubtful accounts - - (1,680
Operating expenses and other losses (109,969,597 (9,922,17C (7,364600

Finance cost ( 4,803,691 (3,789,27C (7,654,397
Income tax ( 154,79¢ (182,010 (189,116
Segment net income (loss) (340,720,351 1,637,558 (.3,330,83€
Total segment assets 1,116,620,457 1,473,614,59C 1,486,392,244
Expenditurdor noncurrent assets - 151,786 71,875
Total segment liabilities P 601,625,87¢ P 698,097,32¢ P 754,268,41F

As at December 31, 2012, 2011 and 2010, the Group has no intersegment revenue to be
reported.
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The following reconciliations were provided fadditional segment information:

Net income (loss)

2012 2011 2010
Net income (loss) of reportable segmen (P 340,720,35. P 1,637,55¢ (P 3,330,83¢
Net loss of nofreportable segment ( 2,503,46¢ (2,458,32C ( 1,567,40:

Net loss fron discontinued operations ( 93,466,42(  (26,991,64z ( 36,679,66:
Net loss reported in the consolidated
statements of comprehensive income (P436,690,23¢ (P 27,812,40: (P 41,577,90(

Assets
2012 2011
Assets of reportable segment P 1,116620,457 P 1,473,614,59(
Assets of nofreportable segment 319,681,26¢ 322,596,644
Assets from discontinued operations 492,308,11¢ 489,511,41¢
Intercompany receivables eliminated
in the consolidation ( 439,166,45( ( 364,089,92%
Assets reportgin the consolidated statements of
financial position P 1,489,443,39: P 1,921,632,72¢
Liabilities
2011
Liabilities of reportable segment P 601,625,87¢ P 698,097,32¢
Liabilities of nonreportable segment 769,659 1,181,570
Liabilities from dscontinued operations 378,253,604 420,350,311
Intercompany liabilities eliminated in the
consolidation (. 437,125,10¢ ( 580,606,08(
Liabilities reported in the consolidated statements ¢
financial position P 543,524,03: P 539,023,12¢

b) Entity-wide information

The Group is domiciled in the Philippines. All revenues generated are from the Philippines.
The revenue shown above represents the total

As at December 31, 2012 and 2011, theuprbas no financial assets reported in the total non
current assets.

LEASES

TheGroupentered into lease contracts with various tenants for the rental Gfrthe u p 6 s
warehouse anduilding facilities. The lease term ranges from three (3) months t (Bye

years and is renewable under such terms and conditions as the 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 lessee which shall be refunded

without interest on the expiration of the lease ortprenination of the lease period, less any
correspondig obligation and damages. Outstandadgances from lesseenourted to

P1,633,735 and P2,976,382 as at December 31, 2012 and@§ddctively. Deferred rental

income relative to the lease amounted 1¢?B7,584 as at December 31, 26h# P,577,512

as atDecember31,Zlas shown under OAhertoami $ i paesldl ace
Note 11.
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The future minimum rental income is as follows:

2012 2010
Due not later than one year P 1,067,76¢ P 5,055,471
Due more than one year but not more than three years -- 1,067,728

P 1,067,766 P 6,123,929

The carrying amount of the buildings being leased out is P66,161,769 and P119,522,095 and
P122,599,171 as at December 31, 2012 and 2011, respectively.

Outstanding balance of receivable from tenastatDecember 31,212 and 2015mounted to

P1,616691 and 48,396 respectively (see Note Hjotal rental income is P15,430,212,
P18,732,086 and P15,332,556 in 2012, 2011 and 2010, respectively.

MEMORANDUM OF AGREEMENT WITH AVIDA LAND CORPORATION

On December 17, 2012, PCIC subsidiaries and relartig¢fpePacific Plastic Corp. (PPC),

Inland Container Corp. (ICC), Kennex Container Corp. (KCC), MPC Plastic Corp. (MPC),

Plastic City Corp. (PCC), Westland Pacific Properties Corp. (WPPC), International Polymer

Corp. (IPC) and Philippine Estates Corp. (BHE ( 6t he Landownersé), en
Memorandum of Agreement (MOA) with Avida Land Corp. (ALC) for the development of

167,959 sg. meters of land located in T. Santiago St., Canumay, Valenzuela City, into

residential projects based a Master Plan deternfige&lC.

Under the MOA, he Landowners shall cede, transfer 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 transferlt@ Aull vacant physical possession,

free and clear of informal settlers, occupants and encumbrances as may be required in
accordance with the development schedule of ALC.

In consideration for the conveyance by the Landowners of the property, the peaties s
mutually agree on the value for each portion of the 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
wasclassified as investment property with a fair value of P75,609,000 which is equal to its fair
value at the time of sale as determined by the recent appraisal (see Note 7).

The land was sold for a total purchase price of P63,685,440 (inclusive of VATIpayd 0%

down payment, which was received during the year, and with the balance payable in three (3)
equal installments from 2013 to 2015. PPC recognized loss on sale amounting to P18,747,000
in 2012 (see Note 15).

Details of installment contract recaile 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
38,211,264
P 57,316,896

Upon receipt by PPC of the full payment of the piase and provided that ALCh®t in
violation of the terms of the TS or upon the request of td_C, the parties shall execute the
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24,

25.

26.

corresponding Deed of Absolute Sale covering the Property substantially in accordance with
the form Deed of Absolute Sale.

Covenants on Contract to Sell

The contract to sell is covered by covenants, which among others, include the following:

e Prior to the payment of the balance of the purchase price, PPC shall not enter into any
agreement to sell, dispose, convey, encurnbean any manner, transfer or assign, whether
by security or otherwise, PPCbs right, tit
such transfer shall be made with or without consideration.

e PPC shall not undertake any acts which may cause ttethg completion of the
transaction or render ALCOs title or claim

LOSS PER SHARE

The following table presents information necessary to calculate the loss per share:

2012 2011 2010
Consolidated net loss for the year P 436,80,235 P 27,82404 P 41,577,90C
Weighted average number of common
shares outstanding during the year 3,276,045,637 3,276,045,637 3,276,045,63i
Loss per share P 0.1333 P0.0®B5 P 0.0127

CONTINGENCIES

On September 7, 1999, the Boardirfectors approved the execution of a thixarty 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) amounting to P375 million. In 2003, SSS foreclosed the
asset mortgaged in the amount of P198,639,000.

The Parent Company filed a civil case against SSS on the foreclosed property claiming for sum
of money and damages in thmount of P500 million. The case is pending before the Regional
Trial Court of Quezon City as at December 31, 2012 and 2011.

The Group filed several collection cases with third parties for the claims of certain amounts.

Decisions were already reached bg tourt, 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:

2012 2011 2010

Settlement of borrowings through
advances from an fifate P 57,464,671 P - P 10,514,839

PRIOR PERIOD ADJUSTMENTS

The error resulted from recognition of PCIC subsidiaries (RIC and MPC) appraisal increase on
investment properties amounting to P1,183,800 in 2009.
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The Group subsegutly measured its investment properties under cost model as allowed by
PAS 40. Under cost model, investment properties are subsequently measured at cost less
accumulated depreciation and impairment loss.

The adjustment of the error resulted to the testant of the following accounts as at and for
the year ended December 31, 2009:

As previously

Stated Restatement As restated
Investment properties:
Cost P 1,572,273,55¢ (P 1,183,80C P 1,571,089,75¢
Accumulated depreciation ( 63,384994 - ( 63,384,994
Accumulated impairment loss ~ ( 460,827,97¢ - (_460,827,97:

P 1,048,060,58¢ (P 1,183,80C P 1,046,876,78¢

Adjustment to 2010 beginning
deficit balance
Recovery of impairment loss
previously recgnized on
investment properties P 1,847,344,73" (P 1,183,80C P 1,848,528,53"

RISK MANAGEMENT POLICIES

TheGroupis exposed to a variety of financial risk which results from both its operatitig
financingactivities. TheGrougd s r i gekennisacaocadinated withe Board of Directors
and focuses on actively securing the stenn cash flows by minimizing the exposure to
financial markets.

TheGroupdoes not actively engage in the trading of financial assets for speculative purposes
nor does it write options

The most significant financial risks to which tBeoupis 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 conttaeceivable 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 fated parties presented gross of allowance for doubtful accounts), as summarized
below:

2012 2011
Cash, excluding cash on handote 4 P 1,790,607 P 5,%1,995
Trade and other receivables, at gross amenate 5 3,577,126 2,914,076
Installment ontract receivablé note 57,316,896 T
Advances to related parties, at gross ameunote 19 187,923,725 184,681,44¢

P 250,608,352 P 192,94,519

The credit quality of financial assets is discussed below:
Cashin bank

TheGroupdeposits its cash balanceacommercialanduniversalbank to minimize credit risk
exposure.
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Trade and other receivables

The Group assesses credit risk on trade accounts receivable for indicators of impairment by
reviewing the age of accounts. As at December 31, 2012 and 2011 the Group classifies all its
trace receivable as past due and impaired. Allowance for doubtful accounts had been provided
to cover uncollectible balance. The Group does not hold any collateral as security for these
receivables.

Credit risk arising from rental income from leaswfcpuildingsis 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 provisions of the lease contracts, the

lessees are required to depesih the Group security deposits and advance rentals which

hel ps reduce the Groupbs credit risk exposur
tenants, the Group has put in place a monitoring and fallpwystem. Receivables are aged

and analyed on a continuous basis to minimize credit risbeased with these receivables.

Advances toelated parties

As at December 31, 2012 and 2011, the Group classifies advances to related parties as past due
but not impaired with certain portion determihto 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
right to offset with liabilities with the expressed intien of the borrower to settle on a net

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

The aging and quality of financial assets is shown below:

December 31,2012 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 P 1,790,607 P - P - P - P - P 1,790,607
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
Advancego
related parties - - - 131,510,462 56,413,260 187,923,722

P60,258,608 P 723,719 P 278,709 P 131,864,187 P 57,483,129 P 250,608,352

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 P5351995 P - P - P - P - P 5,351,995
Receivables from
Trade 691,609 53,169 1,809 1,809 1,069,869 1,818,265
Related parties 6,588 1,410 5,224 519,101 - 533,722
Others 287,220 186,895 36,009 53,365 - 562,089
Advancesgo
related parties - - - 128,268,189 56,413,260 184,681,448

P 6,337,412 P 241,474 P 43,042 P 128,842,462 P 57,483,12¢ P 192,947,51¢

Certain trade and other receivables and advances to related parties were assessed tede impai
and allowance for doubtful accounts amounting to P57,483,129 as at December 31, 2012 and
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2011, respectively, 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 Groupdés policy is to maintain a balance
advances from related parties.

The following tabl e det @auallmaturity forets fildandal p 6 s r e ma
liabilities (with accounts payable 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 earliest daie which the Group can be required to pay.

December 31, 202 With indefinite  With definite term of maturity
term of Due within More than
maturity one year one year Total
Accounts payable and other liabilite P - P 19,731,119 P - P 19,731,11¢
Advances from related parties 513,643,838 - - 513,643,838
Advances from lessees - 1,633,735 - 1,633,735
P 513,643,83¢ P 21,364,854 P - P 535,008,692
December 31, 2011 With indefinite  With definite term of maturity
term of Due within More than
maturity one year one year Total
. P - P 47,365,87 P — P 47,365,872
Borrowings
Accounts payable and other liabilitie - 45,227,354 - 45,227,354
Advances from related parties 440,605,635 - - 440,605,635
Advances from lessees — - 2,976,382 2,976,382

P 440,605,635 P 92,593,226 P 2,976,382 P536,175,24%

Substantial portion of the Groupbés financi al
The Group does not expect to pagy/litibilities to related parties within twelve (12) months

after the reporting date. Furthermore, advances from affiliates and stockholders were settled
through assignment and offsetting among the Group.

As at December 31, 2011, payment of borrowings suspended as it is subject to
restructuring (see Note 10). Terms and interest rate is renegotiated with the lender bank
including possible waiver of portion of interest and penalties. The loan was secured by real
properties of Group.

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
consolidated statement of financial positioa shown below:
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Financial assets classified as loans and receivables

2012 2011
Carrying Carrying
value Fair value value Fair value
Financial assets classified as
loans and receivables
Cash P 1,810,607 P 1,810,607 P 5,371,995 P 5,371,9%
Trade and other receivables 2,507,257 2,507,257 1,844,207 1,844,207

Installment contract receivabli 57,316,896 57,316,896 I I
Advances taelated parties 131,510,463 131,510,465 128,268,18¢ 128,268,18¢
P193,145,22- P193,145,22% P135,484,39C P135,484,39(

2012 2011
Carrying Carrying
value Fair value value Fair value

Financial liabilities classified

as other financid liabilities
Accounts payable and other

liabilities * P 19,731,119 P 19,731,119 P45,227,354 P 45,227,354
Advances fromrelated parties  513,643,83¢ 513,643,83¢ 440,605,635 440,605,63¢
Advances from lessees 1,633,735 1,633,735 2,976,382 2,976382
Borrowings ) 1 47,365,872 47,365,872

P 535,008,692 P 535,008,69: P536,175,243 P536,175,243
* Excluding value added tax and other taxes payable

b) Fair value estimation

The methods and assumptions used by the Group in estintaifajrtvalue of the financial
instruments are as follows:

Financial assets

Cash and trade and other receivablibe carrying amounts of cash and trade and other
receivables approximate fair values due to relatively dkam maturities.

Advances taelated parties The fair value of advances to affiliates and stockholders is not
reasonably determined due to the unpredictable timing of future cash flows.

Installment contract receivableThe carrying amount of installment contract receivable
approxmates is fair value as this receivable is-imdprest bearing.

Financial liabilities

Borrowings- The carrying amounts of borrowings approximate fair values due to relatively
shortterm maturities.

Accounts payable and other liabilitie$he carryig amounts of accounts payable and other
liabilities approximate fair values due to relatively siiertn maturities.

Advances from lessee§ he fair value of advances from lessees is not reasonably determined

due to the unpredictable future cash outfeswrefund for these amounts. Commonly these
advances were applied by tenants to rental and not refunded.
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29.

Advances from related partie3 he fair value of advances from affiliates and stockholders is not
reasonably determined due to the unpredictablagmof future cash flows.

¢) Fair value hierarchy
The different fair value valuation methods are fully disclosed in Note 2.

As at December 31, 2012 and 2011, the Group has no financial assets or liabilities whose fair
value is measured by valuation imed under Levels 1, 2 and 3.

CAPITAL RISK MANAGEMENT

TheGroup ebjectives when managing capital are to safeguar@tbep ability to continue
as a going concern, so that it can continue to provide returnedéihsldersand to maintain an
optimd 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, 8eoupmonitors capital on the basis of thearing
ratio. Thisratio is calculated as net debt divided by totglital. Net debt is calculated

as total borrowing§includingaccountgpayablesand other liabilities, advances from related
partiesas shown in theonsolidated statement of financial position) less .céstal capital is
calculated a&quity as shown in theonsolidated statement of financial position plus Net.debt

During 2012theGr o uspabeg, which was unchanged from 2Q1as tokeepthe gearing
ratio below 50% as proportion to net debt to tapiThe gearing ratioas at December 31, 2012
and 2011were as follows:

2012 2011

Accounts payable and other liabilities P 27,581,800 P 46,656,725
Advances from lessees 1,633,735 2,976,382
Retirement benefits obligation 664,660 1,418,515
Advancedrom related parties 513,643,838 440,605,635
Borrowings T 47,365,872
Gross debt 543,524,03¢ 539,023,12¢
Cash (1,810,607 (5,371,99¢
Net debt 541,713,42€ 533,651,134
Total equity 945,919,361  1,382,609,59
Total capital P 1,487,632,78° P 1,916,260,73]
Gearing ratio 36.41% 27.85%

The status ofthe@upd6s operati on and management pl an

100



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, 2012, on which we have rendered the attached
report dated April 10, 2013. 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 audit 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

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:
{0
osem . De Mesa

Partner

CPA Certificate No. 29084

SEC Accreditation No. 1089-A, Group A, effective until February 23, 2014
Tax Identification No. 104-576-953

PTR No. 3682453, January 14, 2013, Makati City

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

April 10,2013

Local in Touch, Global in Reach

Tth & 8th Floor, Don Jacinto Building Dela Rosa corner Salcedo Sts., Legaspi Village, Makati City 1200 Philippines / Telephone: +63(2) 834 5892 to 95/ Fax: +63(2) 818 1872/ Website: www.dmdcpa.com.ph
Cebu Branch Office:  Unit 504 Cebu Holdings Building, Cebu Business Park, Mabolo, Cebu City 6000  Phone: +63(32) 415 810810 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.
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES

APPENDIX A - FINANCIAL SOUNDNESS
DECEMBER 31, 2012

2012 2011
Profitability ratios:
Return on assets Nil Nil
Return on equity Nil Nil
Net profit margin Nil Nil
Solvency and liquidity ratios:
Current ratio 108.77% 13.72%
Debt to equity ratio 57.46% 38.99%
Financial leverage ratio:
Asset to equity ratio 1.57% 1.38%
Debt to asset ratio 36% 28%
Interest rate coverage ratio Nil Nil
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
APPENDIX B - MAP OF CONGLOMERATE OR GROUP
OF COMPANIES WITHIN WHICH THE COMPANY BELONGS

DECEMBER 31, 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 - STANDARDS AND INTERPRETATIONS EFFECTIVE

AS AT DECEMBER 31, 2012
-i mo
Framework for the Preparation and Presentation of Financial
Statements &
Conceptual Framework Phase A: Objectives and qualitative
characteristics _
PFRSs Practice Statement Management Commentary Vv
Philippine Financial Reporting Standards
PFRS 1 First-time Adoption of Philippine Financial Reporting o
(Revised) |Standards
Amendments to PFRS 1 and PAS 27: Cost of an Investment »
in a Subsidiary, Jointly Controlled Entity or Associate
Amendments to PFRS 1: Additional Exemptions for First- »
time Adopters
Amendment to PFRS 1: Limited Exemption from .
Comparative PFRS 7 Disclosures for First-time Adopters
Amendments to PFRS 1: Severe Hyperinflation and >
Removal of Fixed Date for First-time Adopters
Amendments to PFRS 1: Government Loans (effective
v
January 1, 2013
PFRS 2 Share-based Payment v
Amendments to PFRS 2: Vesting Conditions and o
Cancellations
Amendments to PFRS 2: Group Cash-settled Share-based v
Payment Transactions
PFRS 3 Business Combinations o
(Revised)
PFRS 4 Insurance Contracts v
Amendments to PAS 39 and PFRS 4: Financial Guarantee &
Contracts
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Non-current Assets Held for Sale and Discontinued
Operations

- Adopted

Exploration for and Evaluation of Mineral Resources

Financial Instruments: Disclosures

Amendments to PFRS 7: Transition

Amendments to PAS 39 and PFRS 7: Reclassification of
Financial Assets

Amendments to PAS 39 and PFRS 7: Reclassification of
Financial Assets - Effective Date and Transition

Amendments to PFRS 7: Improving Disclosures about
Financial Instruments

Amendments to PFRS 7: Disclosures - Transfers of
Financial Assets

Amendments to PFRS 7: Disclosures — Offsetting Financial
Assets and Financial Liabilities (effective January 1, 2014)

Amendments to PFRS 7: Mandatory Effective Date of

PFRS 9 and Transition Disclosures (effective January 1,
2015)

PFRS 8

Operating Segments

PFRS 9

Financial Instruments (Effective January 1, 2015)

Amendments to PFRS 9: Mandatory Effective Date of
PFRS 9 and Transition Disclosures (effective January 1,
2015)

PFRS 10

Consolidated Financial Statements (effective January 1,
2013)

PFRS 11

Joint Arrangements (effective January 1, 2013)

PFRS 12

Disclosure of Interests in Other Entities (effective January
1,2013)

PFRS 13

Fair Value Measurement (effective January 1, 2013)

* Not early adopted
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Philippine Accounting Standards

PAS 1 Presentation of Financial Statements v 3

(Revised) = - T
' Amendment to PAS 1: Capital Disclosures v |

‘ 1 |

\ EAmendments to PAS 32 and PAS 1: Puttable Financial ‘ iy ‘

| Instruments and Obligations Arising on Liquidation

' Amendments to PAS 1: Presentation of Items of Other ‘ } v *

‘ Comprehensive Income (effective January 1, 2013) 3 '

[ PAS 2 Inventories v

PAS 7 Statement of Cash Flows ) g ,;

P;\S 8 #Aicco&;g; éol}ciéé: Changes in X&Bu;lf-igEstima}es and ﬁ; V - sElp

‘ Errors

PAS10  Events after the Balance Sheet Date v ‘

PAS 11 }Construction Contracts v

PAS12  Income Taxes > \
Amendment to PAS 12 - Defe;réd Tax: Recovery of » I~ e
Underlying Assets |

‘PAS 16 Property, Plant and Equipment | v |

PAS 17 Leases i A ,; et 1 e

A e | : ST [PPSR S|

PAS 18 ‘Revenue i v “

;PAS 19  Employee Benefits , y J b

|

i Amendments to PAS 19: Actuarial Gains and Losses, I »

; Group Plans and Disclosures ‘

‘PAS 19 Employee Benefits (effective January 1, 2013) v

(Amended)

PAS 20 ' Accounting for Government Grants and Disclosure of e
'Government Assistance

PAS 21 The Effects of Changes in Foreign Exchange Rates v ‘ i

| A | |
fAmendment: Net Investment in a Foreign Operation v |

PAS 23 I Borrowing Costs : : o \

(Revised) ‘L ‘

* Not early adopted
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