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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 11

OF THE SECURITIES REGULATION CODE AND SECTION 141
OF THE CORPORATION CODE OF THE PHILIPPINES

For the Quarterly Period ended September 30, 2011

SEC Identification Number 11790 3. BIR Tax Identification No. 003-946-426

WELLEX INDUSTRIES, INC.
Exact name of registrant as specified in its charter

Metro Manila, Philippines
(Province, country or other jurisdiction of incorporation or organization

(SEC Use only)
Industry Classification Code

35™ Floor One Corporate Center, Julia Ave., cor Meralco Ave., Ortigas Center, Pasig City
Address of principal office

Telephone No. 706-7888
Registrant’s telephone number, including area code

REPUBLIC RESOURCES AND DEVELOPMENT CORPORATION
Former name, former address, and former fiscal year, if changed since last report.

Securities registered pursuant to Sections 4 and 8 of the RSA :

Title of Each Class No. of Shares of Common Stock Qutstanding
and Amount of Debt Outstanding

Common Shares - P1.00 par value Issued - P3,271,926,700.00
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1. Are any or all of these securities listed on the Philippine Stock Exchange?

Yes [x] No.[ 1]

12. Check whether the registrant:
(@) has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17 thereunder or Section 11
of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and 141 of The Corporation Code of the
Philippines during the preceding 12 months (or for such shorter period that the registrant was required to file
such reports);

Yes [x ] No [ ]

(b) has been subject to such filing requirements for the past 90 days.

Yes [x ] No [ ]

13. The aggregate market value of the voting stock held by non-affiliates : P120,654,737.00

14, Not Applicable

[&;]



Iltem 1. Financial Statements

See Annex A.1 to A.4, and the accompanying notes to financial statements

Item 2. Managements Discussion and Analysis of Financial Condition and Results of Operations

0 Income Statements (Amounts in P ‘000)

PART | - FINANCIAL INFORMATION

Jan — Sept. Jan — Sept.
2011 2010

Rental Income 14,220 11,918
Less: Direct Cost and Expenses 7,848 5,829
Gross Profit 6,372 6,089
Less: Operating Expenses 3,123 2,078
Income From Operations 3,249 4,011
Add: Other Income 5 4
Less: Finance Costs 6,217 -
Loss From Continuing Operations Before Tax (2,963) 4,015
Less: Loss from Discontinued Operations (28,968) (15,044)
Net Loss for the Year (31,931) (11,029)
Earnings (Loss) Per Share (0.0098) (0.0034)
a Balance Sheet (Amounts in P ‘000)

Jan — Sept. Jan — Sept.

2011 2010
ASSETS
Assets 1,923,543 1,989,463
LIABILITIES & STOCKHOLDERS' EQUITY

Liabilities 545,052 547,308
Stockholders’ Equity 1,378,491 1,442,155
Total Liabilities & Stockholders’ Equity 1,923,543 1,989,463
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Quarter ended September 30, 2011 as compared with quarter ended September 30, 2010

As of the quarter ending September 30, 2011, since the company have ceased commercial operations and is disposed to
lease out its warehouse facilities. The total Revenues recorded for the Third quarter of 2011 amounted to P4.5 millions.

The Revenues recorded from the Rental Income Account, since the company shift its operation from plastic manufacturing
to Leasing Company, there are more companies leasing inside the company premises such as the San Miguel Corporation, Salem
Oceanic Industries Corporation and other companies.

As of September 30, 2011 there are fifty (30) different companies leasing inside the Plastic Industrial Corporation
premises. List of companies as follows:

Bldg. Area Contract
Name of Lessee Com. No. in SQM Period
1 New Pro Industrial Corporation ICC 11 960 01.15.11-01.14.12
2 Ginebra San Miguel Inc. ICC 22 1,134 12.16.10-11.30.11
3 | Ginebra San Miguel Inc. IcC 24 1,476 12.16.10 - 11.30.11
4 Ginebra San Miguel Inc. ICC Open Space 1,500 12.16.10-11.30.11
5 Ginebra San Miguel Inc. ICC Admin. Office 12.16.10-11.30.11
6 Ginebra San Miguel Inc. ICC 27 - Open Space 800 12.16.10-11.30.11
7 | SMC Packaging Specialist IcC 45-C 2,340 05.01.11 - 04.30.12
8 SMC Packaging Specialist ICC 45-A 1,980 02.23.11-02.22.12
9 SMC Packaging Specialist ICC 45-A 2,220 01.23.11-01.23.12
10 | SMC Packaging Specialist IcC 32 3,052 03.01.11 - 02.29.12
11 | Global Trade Asia Services Inc. ICC 13 960 11.15.10- 11.15.11
12 Unistar Asia Mfg. Co. ICC 17 378 03.25.11-03.24.12
13 3';/,';1'\222"13 Glass - start on Icc 38-A 1,773 03.01.11 - 02.28.12
14 | Hayama Industrial Corporation KCC 42 1,980 01.01.11-12.31.11
15 Hayama Industrial Corporation KCC 39-A 1,244 01.01.11-12.31.11
16 | Apo Global Cosmetics Depot PPC 35-A 288 02.15.11 - 02.15.12
17 | Big Thumb Enterprises PPC 23 open space 35 05.01.10-10.31.11
18 | Pandayan Bookshop PPC 3 1,050 01.15.11-01.15.12
19 | Pimeco Industries PPC 20 924 10.16.10-10.15.11
20 | San Miguel Corporation PPC 23 3,105 05.01.10 - 04.30.13
21 | San Miguel Corporation PPC ship yard 1,430 05.01.10 - 04.30.13
22 | Sher Sales Center PPC 5 187.5 01.01.11-12.31.11
23 | Wynonah's Home Creation PPC 4 extension 350 09.06.10 - 09.05.11
24 | SBA East Corporation PPC 6 322 10.01.10-09.30.11
25 ',:l/"'\"/ Mercedes Canteen - Elmer - PPC checker room 27.5 04.15.11 - 10.15.11
26 | 10 Daliri PPC 3 Toolroom 125 01.15.11- 01.15.12
27 | Pandayan Bookshop PPC 3 Toolroom 578.55 01.15.11-01.15.12
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28 | Unistar Asia Manufacturing Corp. PPC 4 405.64 12.01.10-11.30.11

29 | CVC Supermart Inc. / DFL PPC admin. Showroom 228.7 01.15.11 - 01.15.12

30 | Pandayan Bookshop - NV PPC HRD - 2 mos. Only 50 05.07.11 -07.07.11

* Note: As per record all contract of lease are renewable.

And at the end the earnings per shares comparison from 30 September 2011 and 2010 were (0.0098) and (0.0034)

respectively.

Cost and Expenses for the third quarter of 2011 amounted to P 2.7 millions; Compared to the 3 quarter of 2010 which is

2.3 millinons.

1.

The total direct cost in the in the third gtr. of 2011 were increased by 446,435 thousands , due to minimal repairs
and maintenance incurred compare to the third quarter of 2010.

Security and Services account recorded in the third quarter is amounted to .914 million. As of to date there are
30 Lessees in the Plastic City premises.

There was no payment for Taxes and Licenses for the third quarter of 2011, compared to the third quarter of
2010 which is amounted to 9,905 thousands. Included on this account is the Property Tax expense payment.

Total Commission expense recorded for the ended September 30, 2011 was Php 121 thousands. Corollary to
rental income, a 3.5% commission is given to agents who were able to close a leasing agreement. With this
incentive, the company is expecting rental income to go on an upswing move for the next few months.

Increase in professional fees during the third quarter of 2011 amounted to 259,500 compared to third quarter of
2010 which is zero. This represents audit fees and accrual of retainer’s fee of Corporate Counsel and BDO, our
transfer agent.

Increase in staff benefits during the third quarter of 2011 amounted to 96,141 thousands. This represents
expenses on employees new uniforms, health insurance and company outing.

Some cost reduction measures where implemented which somehow soften the impact of the increases enumerated

above.

Total assets of the company as of September 30, 2011 amounted to P1,923,543 as compared to P 1,989,463 of
September 30,2010.

The Top 5 Performance Indicators

The Company and its subsidiaries determine their performance on the following five (5) key performance indicators.
1. Revenue Growth - the company gauge its performances by determining Rental Income and the number of tenants for
the year. It is also to understand by the management on how much are the increased in tenants and the amount recorded.

2. Receivables- the company assesses in collecting receivables and in management of credit by determining the past due
ration done thru the aging receivables.

3. Gross Profit Margin- this is derived by dividing the gross profit over the revenues amount.
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4, Working Capital- to meet the obligations of the company, it is measured by determining current assets over current
obligations.

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

January to September

Indicator 2011 2010
Revenue - 24%

Receivables (Past Due Ratio) - 9.8%
Gross Profit Rate 78% 54%
Working Capital 21% 17%
Advances Ratio 7.5% 8.8%

Further discussion of accounts of which registered an increased or decreased by 5% or more follows:

Accounts Receivable. This account consists mainly of trade receivable from customers of Plastic City Industrial
Corporation subsidiaries. An increased of 30.37% was recorded in the 39 quarter of 2011 compared to 3¢ quarter of 2010
quarterly reports.

Inventories. No inventory was recorded as of the 3 quarter of 2011 and 2010.

Prepaid expense and other current assets. This account was decreased by 37.84%.

Advances to Affiliates. The account was decreased by 8.46%.

Property, plant and equipment.. These are consists mainly of land, buildings and various equipments of PCIC subsidiaries
and Phil foods used for the manufacturing of plastic products and food processing.

Accounts Payable. This consists mainly of trade payable to various suppliers of PCl subsidiaries. P38.4 millions were
recorded in 3 quarter of 2011 compared to P37.9 millions in 2010 3rd quarter.

Current liabilities. Accounts payable, Notes Payable and accrued expenses combined amounted to P94.3 millions on the
3rd quarter of 2011 and P92.8 million on the 3 quarter of 2010.

Advances from Affiliates and Stockholders Account.. A total amount of P445.6 million were recorded for the 3 quarter of
2011 while P450.3 millions was recorded during 3 quarter of 2010. See the details in the notes of financial statements.

Advances from lessee. The balance as of 3 quarter of 2011 is P 3.3 millions.
() Summary of Material Trends, Events and Uncertainties

Philfoods Incorporated

Philfoods started commercial operation in 2000, suspended it in 2002. Management is looking for possible partners to operate its
facilities. The equity method of accounting for this investment was discontinued, its losses having exceeded the cost of investment.
In 2003, Philfoods also reviewed the recoverability of its property, plant and equipment and recognized in its statement of
operations, an impairment 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 leased out their warehouse facilities. The intention of the Group is to
continue its operation by focusing on “injection molding” due to its very encouraging prospect and which has shown to have a high
viability rating that will contribute highly towards the Group’s maximum operation and financial position. Management is
continuously in search for a reliable joint venture partners who have the means to continue its operations.
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On October 28, 2010, PCIC subsidiaries (namely ICC, PPC and KCC) with certain affiliates jointly filed a petition for corporate
rehabilitation in order to revive its manufacturing operations. Details of the rehabilitation were fully disclosed in the notes to

financial statement.

(i) Events that will Trigger Direct of Contingent Financial Obligation

Since the Plastic City Industrial Corporation and Philfoods Incorporated CEASED in commercial operation there are no events that
will trigger direct of contingent financial obligation that is material to Wellex Industries Inc. including any default or acceleration of an
obligation.

(Please see the notes in Audited Consolidated Financial Statements.)

(iii) Material Off-Balance Sheet Transactions, Arrangements, Obligations

There are no material off-balance sheet transactions, arrangements, obligations (including contingent obligations), and other
relationships of Wellex Industries Inc. with unconsolidated entities or other persons created during the reporting period. The present
activity of the company is focused on reorganizing its operations in preparation for its new businesses.

(iv) Commitment For Capital Expenditures

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

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

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

Rental Income recorded for the year 2010 compared to 2009 was decreased by 8.26% due to non renewal of contracts of some
tenants in the warehouses of Plastic City compound. As of Sept. 30, 2011 there are 30 lessees occupying the warehouses,
shipyards, open spaces and extensions inside the Plastic City premises.
(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 manufacturing operations in 2001 and prior years
and leased out their warehouse/ building facilities. The intention of the Company is to continue its operation by focusing on
activities such as “injection molding due to their very encouraging prospects and which have shown to have a high viability rating
that will contribute highly towards the Company’s maximum operation and financial position.
But the company is now more focus on leasing its warehouses.
(vii) Material Changes on Line Items in Financial Statements

Material changes on line items in financial statements are presented under the captions ‘Changes in Financial Condition” and

‘Changes in Operating Results”. Please Refer to the Attached Notes to Financial Statements.

(viii) Effect of Seasonal Changes in the Financial Condition or Results of Operations
The financial condition or results of operations is not affected by any seasonal change.

PART Il - OTHER INFORMATION

(1) Market Information

a) The principal market of Wellex Industries Inc. common equity is the Philippine Stock Exchange, Inc. (PSE) where it was listed
in 1958.Here are list of the high and low sales price by quarter for the last 2 years are as follows :
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“CLASS A"

High Low
2011
First Quarter 0.09 0.06
Second Quarter 0.61 0.56
Third Quarter 0.10 0.094
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
2009
First Quarter 0.140 0.140
Second Quarter 0.130 0.120
Third Quarter 0.127 0.125
Fourth Quarter 0.125 0.123

The price information as of September 30, 2011 (latest practical trading date) was closed at of P0.10 for Class A and are
1,045 holders.

(2) Holders

1. The numbers of shareholders of record as of September 30, 2011 were 1,045 Common shares issued and subscribed
as of September 30, 2011 were 3,271,926,700

WELLEX INDUCTRIES INCORPORATED AND SUBSIDIARIES
List of Top 20 Stockholders of Record
September 30, 2011

STOCKHOLDER'S NAME NATIONALITY SUBSCRIBED TOPTi'f_CgLTTTQT";&gIFN .

WILLIAM T. GATCHALIAN FILIPINO 835,000,100.00 25520
PCD NOMINEE CORP. FILIPINO 785,351,546.00 24003
DEE HUA T. GATCHALIAN FILIPINO 492,962,532.00 15.066
SHERWIN T. GATCHALIAN FILIPINO 317.750,100.00 9711

SHINJI KOBAYASHI FILIPINO 210,650,000.00 6.438

PACIFIC REHOUSE CORPORATION FILIPINO 150,000,000.00 4584

ELVIRA A. TING FILIPINO 111,850,000.00 3418

KENNETH T. GATCHALIAN FILIPINO 100,000,100.00 3.056
THE WELLEX GROUP, INC. FILIPINO 80,000,000.00 2445
RECOVERY DEVELOPMENT CORPORATION | FILIPINO 52,335,090.00 1,600
PCD NOMINEE CORPORATION (NON-FILIPINO) | OTHERS 51939,600.00 1,567
ORIENT PACIFIC CORPORATION FILIPINO 36,340,000.00 1411

LUCIO W. YAN &/OR CLARA Y. YAN FILIPINO 26,738,000.00 0817
WELLEX GLOBAL EQUITIES, INC. FILIPINO 4,050,000.00 0124
LI CHIH-HUI FILIPINO 3,500,000.00 0107
INTERNATIONAL POLYMER CORP. FILIPINO 2700,000.00 0083
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RODOLFO S. ETRELLADO FILIPINO 750,000.00 0.023
PROBITY SEC. MGT. CORP. FILIPINO 463,200.00 0.014
ROSENDO LIM CHINESE 450,000.00 0.014
REGINA CAPITAL DEVELOPMENT CORP. FILIPINO 300,000.00 0.009
WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
Consolidated Balance Sheets
Unaudited Unaudited Audited
September September December 31
2011 2010 2010
ASSETS
Current Assets
Cash - notes 2 and 4 3,548,690 P 698,704 P 2,802,637
Receivables (net) - notes 2 and 5 7,234,001 5,548,684 5,282,727
Prepayments and other current assets 5,545,390 8,921,520 4,627,141
16,328,082 15,168,908 12,712,505
Noncurrent Assets
Advances to affiliates - notes 2 and 8 131,452,996 143,597,158 130,857,005
Investment properties - notes 2 and 6 1,040,340,115 1,048,060,589 1,043,141,548
Investments in a joint venture 543,508,507 543,508,507 543,508,507
Property, plant and equipment (net) - notes 2 and 7 191,732,185 238,946,931 216,560,104
Other assets 180,844 180,844 180,844
1,907,214,647 1,974,294,029 1,934,248,008
TOTAL ASSETS P1,923,542,729  P1,989,462,937 P1,946,960,513
LIABILITIES AND EQUITY
Current Liabilities
Borrowings - notes 2 P 47,365,872 P 51,602,155 P 47,365,872
Accounts payable - notes 2 38,360,512 37,897,145 36,697,231
Accrued expenses and other current liabilities 8,620,891 3,281,424 5,656,942
94,347,275 92,780,724 89,720,045
Noncurrent Liabilities
Borrowings (net of current portion) - notes 2 - - -
Retirement benefits obligation - notes 2 1,614,910 1,573,210 1,614,910
Advances from affiliates and stockholders - notes 2
and 8 445,699,626 450,342,508 442,000,292
Advances from lessees - notes 2 and 12 3,390,168 2,611,652 3,203,265
450,704,704 454,527,370 446,818,467
Equity
Capital stock - notes 13 3,276,045,637 3,276,045,637
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3,276,045,637

Additional paid-in capital 24,492,801 24,492,801 24,492,801
Deficit - note 1 (1,922,037,688)  (1,858,373,595) (1,890,106,437)
1,378,500,750 1,442,164,843 1,410,432,001
Treasury stock (10,000) (_10,000) (_10,000)
1,378,490,750 1,442,154,843 1,410,422,001
TOTAL LIABILITIES AND EQUITY P1,923,542,729  P1,989,462,937 P1,946,960,513
(The accompanying notes are an integral part of these financial statements)
WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
For the period covered ending September 30, 2011 and 2010
July-Sept. July-Sept. Jan - Sept. Jan - Sept.
2011 2010 2011 2010
RENTAL INCOME - notes 2 and 15 4,593,669 P 3,770,731 P 14,219,876 P 11,918,018
DIRECT COSTS AND EXPENSES - note 9 1.847 464 1,740,597 7,848,165 5,829,406
GROSS PROFIT 2,746,205 2,030,134 6,371,711 6,088,612
OPERATING EXPENSES - note 10 942 710 603,142 3,122,670 2,078,204
INCOME FROM OPERATIONS 1,803,496 1,426,992 3,249,041 4,010,408
OTHER INCOME (CHARGES) - net 3455 1,492 4,805 4,307
1,806,951 1,428,484 3,253,846 4,014,715
FINANCE COSTS - notes 2 3,730,062 6,216,770
INCOME (LOSS) BEFORE TAX (1,923,111) 1,428,484 ( 2,962,924) 4,014,715
INCOME TAX EXPENSE (current) - notes 2
INCOME (LOSS) FROM CONTINUING OPERATIONS (1,923,111) 1,428,484.00 (2,962,923.95) 4,014,715.00
LOSS FROM DISCONTINUED OPERATIONS - note 11 (9,415,710) ( 4,016,414) ( 28,968,327) ( 15,043,573)
NET LOSS FOR THE YEAR (11,338,821) (P 2,587,930) (P 31,931,251) (P 11,028,858)
Loss per share - note 19 (0.0035) (P0.0008) (0.0098) (P0.0034)

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



WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES

Consolidated Statements of Changes in Equity

For the period covered ending September 30, 2011 and 2010

Unaudited Unaudited Audited
September September December
2011 2010 2010
CAPITAL STOCK P3,276,045,637 P3,276,045,637 P3,276,045,637
ADDITIONAL PAID IN CAPITAL 24,492,801 24,492,801 24,492,801

DEFICIT
Balance, Beginning of Period

Prior period adjustment

( 1,890,106,437)

( 1,847,344,737)

( 1,847,344,737)

(1,183,800.00)

Balance, Ending of Period
Other adjustments from PCIC subsidiaries

Net loss

( 1,890,106,437)

( 31,931,251)

( 1,847,344,737)

( 11,028,858)

( 1,848,528,537)

( 41,577,900)

Balance at end of year

( 1,922,037,688)

( 1,858,373,595)

( 1,890,106,437)

TREASURY STOCK - at cost

(  10,000)

(  10,000)

(10,000

TOTAL EQUITY

P1,378,490,750

P1,442,154,843

P1,410,422,001

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



WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES

Consolidated Statements of Cash Flows

Unaudited
September 2011

Unaudited
September 2010

Audited
December 2010

CASH FLOWS FROM OPERATING ACTIVITIES

Loss before tax
Adjustments for:

(P 31,931,251)

(P 11,028,858)

(P 41,386,015)

Depreciation 27,629,352 22,121,640 36,602,373
Provision for impairment losses 1,680
Reversal/write-off of allowance for inventory losses
Loss on:
Sale of available for sale financial assets
Write-off of property & equipment
Write-off of available for sale financial assets ( 10,991)
Provision for retirement benefits - 41,700 41,700
Finance costs 6,216,770 7,654,397
Gain on disposal of machinery and equipment
Interest income (4,805) ( 7,207) ( 4,806)
Operating income (loss) before working capital changes 1,910,066 11,127,275 2,898,338
Decrease (increase) in:
Receivables (1,951,274) ( 1,023,384) 425,268
Inventories - 940,970
Prepayments and other current assets (918,249) ( 1,296,701) 5,729,379
Other assets
Increase (decrease) in:
Accounts payable 1,663,281 ( 2,652,570) ( 2,983,185)
Accrued expenses and other current liabilities 2,963,949 ( 603,303) ( 12,105,591)
Advances from lessees 186,903 ( 26,975) 591,613
Net cash from (used in) operations 3,854,676 6,465,312 ( 5,444,178)
Interest received 4,805 7,207 4,806
Income tax paid - ( 191,886)
Net cash from (used in) operating activities 3,859,481 6,472,519 (_ 5,631,258)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of machinery and equipment
Additions to:
Investment properties ( 71,875)



Property and equipment -

- ( 71,875)

CASH FLOWS FROM FINANCING ACTIVITIES

Increase (decrease) in advances from affiliates 3,699,334 ( 9,060,239) (  8,132,215)

Payment of borrowings - 2,409,004 14,100,074

Increase in advances to affiliates (595,992) 121,783 ( 4,366,283)

Proceeds from disposal of treasury shares - -

Financing cost paid (6,216,770) 6,148,557

Net cash from (used in) financing activities ( 3,113,429) ( 6,529,452) 7,750,133
NET INCREASE (DECREASE) IN CASH 746,053 ( 56,933) 2,047,000
CASH - notes 2

At beginning of year 2,802,637 755,637 755,637

At end of year P 3,548,690 P 698,704 P 2,802,637

(The accompanying notes are an integral part of these financial statements)
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
Notes to Financial Statements
September 30, 2011

CORPORATE INFORMATION, STATUS OF OPERATIONS
AND MANAGEMENT PLANS

Corporate Information

Wellex Industries Incorporated (referred to as the “Company”) is a company incorporated in the Philippines to engage
primarily in the business of mining and oil exploration and was known as Republic Resources and Development
Corporation (REDECO). Under Section 11 of the Corporation Code of the Philippines, an entity has a 50-year corporate
life. The Company’s corporate life officially ended on October 19, 2006. On January 19, 2006, the Company’s Board of
Directors (BOD) and stockholders approved the amendment of the Company’s Articles of Incorporation extending the
corporate life for another 50 years up to October 19, 2056. The Company’'s Amended Articles of Incorporation was
approved by the Securities and Exchange Commission (SEC) on July 20, 2007.

The Company’s shares are listed and traded in the Philippine Stock Exchange (PSE).

On January 28, 2008, the BOD approved the amendment of the Company’s primary purpose from a holding company to a
company engaged in the business of mining and oil exploration. The change in the primary purpose was approved by the
SEC on April 3, 2009.

The Company wholly owns two companies, namely Plastic City Industrial Corporation (PCIC) and Philfoods Asia, Inc.
(collectively known as the Group). Both subsidiaries have ceased operations but PCIC subsidiaries has leased out its
warehouse/ building facilities.

The registered office address of the Company is located at 22" Floor, Citibank Tower, 8741 Paseo de Roxas, Makati
City.

The accompanying consolidated financial statements of the Company and subsidiaries for year 2010 including its
comparative figures for 2009 were authorized and approved for issue by the Board of Directors on April 14, 2011.

Status of Operations and Management Plans

The accompanying consolidated financial statements have been prepared assuming that the Group will continue as a
going concern. The Group continues to incur losses which resulted to a deficit of P1,890,106,437, P1,848,528,537 and
P1,979,981,440 as of December 31 , 2010, 2009 and 2008, respectively. As of the quarter ended September 30, 2011,
the total deficit amounted to P1,922,037,688.

In prior years, the Company’s business of mining and oil exploration became secondary to real estate and energy
development. On January 28, 2008, the BOD approved the amendment of the Company’s primary purpose from a holding
company to a company engaged in the business of mining and oil exploration.

The purpose of the amendment of the primary purpose was essentially to enable the Company to ride the crest of a
resurgent mining industry including oil exploration of the country’s offshore oil fields. The Company’s strategy is to identify
mining properties with proven mineral deposits particularly nickel, chromite, gold and copper covered by Mineral
Production Sharing Agreements (MPSAs) and to negotiate for either a buy-out or enter into a viable joint venture
arrangement. For its oil and mineral exploration activities, the Company has identified and conducted initial discussions
with potential investors.

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

On October 28, 2010, PCIC subsidiaries (namely ICC, PPC and KCC) with certain affiliates jointly filed a petition for
corporate rehabilitation before the regional trial court of Valenzuela City by authority of Section 1, Rule 4 of Rules and
Procedure on Corporate Rehabilitation, in order to revive PCIC subsidiaries manufacturing operations and bring them
back to profitability for the benefit of the creditors, employees and stockholders. As part of the rehabilitation plan, the
following actions will be undertaken:
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a) Conversion of the PCIC subsidiaries industrial real estate into commercial and residential zones to increase its value.
This project will be undertaken in a joint venture with Philippine Estate Corporation (PEC). This would have the effect
of improving the salability of the properties and of bringing in additional rental income for the petitioners. Equally
important, this would also improve the value of the collateral held by creditor Banks, against loan obtained by the ICC
and affiliates;

b) Conversion into equity of the advances from individual stockholders and affiliates to ensure that funds available for
debt servicing are paid to creditor Banks;

c) Capital infusion of P20 million to PCIC subsidiaries to be used to repair and recondition manufacturing equipments
and machinery, for start-up costs, for working capital requirements to purchase resin and other materials;

d) Debt restructuring of the outstanding loans with creditor banks as follows:
i)  Proportionate recognition by PCIC subsidiaries of the outstanding loan principal with forty-five percent (45%)
thereof to be recognized by PPC; twenty percent (20%) thereof to be recognized by ICC; and thirty-five percent
(35%) thereof to be recognized by the KCC;
ii) Waiver of penalty and a portion of interest;

iii)  Grace period of two (2) years on principal payments on restructured loans;

iv) Fifty percent (50%) of the recognized principal to be paid in twelve (12) equal quarterly payments starting March
2013 up to December 2015, with the remaining 50% to be paid as a balloon payment by December 2015; and

v) Interest at five percent (5%) per annum on the restructured loan for the duration of the rehabilitation plan payable
quarterly in arrears for twenty (20) quarters, starting March 2011 up to December 2015, based on declining
restructured principal balance.

PCIC subsidiaries have appointed persons, who possess all the qualifications and have no conflict of interest for the
position of Rehabilitation Receiver in order to successfully implement the Rehabilitation Plan.

As of April 14, 2011, the petition for rehabilitation filed before the Regional Trial Court of Valenzuela City is pending for
approval. The eventual outcome of these matters cannot be determined at this time.

Consequently, the consolidation financial statements have been prepared assuming that the Group will continue as a
going 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 uncertainty.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Basis of Preparation and Presentation of Consolidated Financial Statements

The Group’s consolidated financial statements have been prepared in accordance with Philippine Financial Reporting
Standards (PFRSs). These accounting standards were issued for adoption by the Financial Reporting Standards Council
(FRSC), formerly known as the Accounting Standards Council (ASC) of the Philippines, from the pronouncements issued
by the International Accounting Standards Board (IASB) and approved for adoption by the Securities and Exchange
Commission (SEC). PFRSs consist of the following:

a) PFRSs - corresponding to International Financial Reporting Standards or IFRS
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Philippine Accounting Standards (PASs) - corresponding to International Accounting Standards (IASs)

Interpretations to existing standards issued by the International Financial Reporting Interpretations Committee
(IFRIC), formerly the Standing Interpretations Committee, of the IASB which were adopted by the FRSC of the
Philippines

The consolidated financial statements have been prepared under the historical cost basis convention except for
revaluation of certain assets. Measurement bases are more fully described in the accounting policies below.

These consolidated financial statements are presented in Philippine pesos, the Group’s functional presentation currency,
and all values represent absolute amounts except when otherwise indicated.

New Interpretations, Revisions and Amendments to PFRS

Effective in 2010 that are relevant to the Group

The following new standards, amendments and interpretations to existing standards are mandatory for the annual periods
beginning on or before January 1, 2010:

PAS 1 (amendment), Presentation of financial statements. The amendment clarifies that the potential settlement of a
liability by the issue of equity is not relevant to its classification as current or non current. By amending the definition
of current liability, the amendment permits a liability to be classified as non-current (provided that the entity has an
unconditional right to defer settlement by transfer of cash or other assets for at least 12 months after the accounting
period) notwithstanding the fact that the entity could be required by the counterparty to settle in shares at any time.

The amendment has no impact on the Group’s consolidated financial statements.

PAS 7 (amendment), Statement of cash flows. The amendments to PAS 7 specify that only expenditures that result
in a recognised asset in the statement of financial position can be classified as investing activities in the statement
of cash flows.

The amendment has no material effect on the Group’s consolidated financial statement.

PAS 17 (amendment), Leases. This deletes the specific guidance regarding classification of leases of land, so as to
eliminate inconsistency with the general guidance on lease classification. As a result, leases of land should be
classified as either finance or operating using the general principles of PAS 17.

This amendment has no impact on the Company’s financial statements.

PAS 27 (revised), Consolidation and separate financial statements. This requires the effects of all transactions with
non-controlling interests to be recorded in equity if there is no change in control and these transactions will non longer
result in goodwill or gains and losses. The standard also specifies the accounting when the control is lost. Any
remaining interest in the entity is re-measured to fair value, and a gain or loss is recognized in profit or loss.

The amendment has no impact on the Group’s consolidated financial statements.

PAS 36 (amendment), Impairment of assets. The amendment clarifies that the largest cash-generating unit (or group
of units) to which goodwill should be allocated for the purposes of impairment testing is an operating segment, as
defined by paragraph 5 of PFRS 8, Operating segments (that is, before the aggregation of segments with similar
economic characteristics).

The amendment has no impact on the Group’s consolidated financial statement.
PFRS 8 (amendment), Operating segments. The minor textual amendment to the Standard, and amendment to the
Basis for Conclusions, to clarify that an entity is required to disclose a measure of segment assets only if that

measure is regularly reported to the chief operating decision maker.

The amendment has no impact on the Group’s consolidated financial statement.
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Effective in 2010 but not relevant to the Group

The following new standards, amendments and interpretations to existing standards effective in 2010 but not relevant to

the Group:

PFRS 1 (Amendment) ; First-time adoption of PFRS

PFRS 2 (Amendment) ; Group cash-settled share-based payment transactions

PAS 3 (Revised) : Business Combination and consequential amendments to PAS 28
Investment in associates, and PAS 31 Interest in joint ventures

PFRS 5 (Amendment) ; Non-current assets held for sale and discontinued operations

PAS 38 (Amendment) ; Intangible assets

Philippine Interpretations

IFRIC 9 : Reassessment of embedded derivatives

PAS 39 ; Financial instruments: Recognition and Measurement
IFRIC 16 ; Hedges of an net investment in a foreign operation
IFRIC 17 : Distribution of non-cash assets to owners

IFRIC 18 : Transfer of assets from customers

Effective subsequent to 2010 that are relevant to the Group

PFRS 7 (amendment), Financial instruments: Disclosures, issued in May 2010. The amendment encourages
qualitative disclosures in the context of the quantitative disclosure required to help users to form an overall picture of
the nature and extent of risks arising from financial instruments. It also clarifies the required level of disclosure
around credit risk and collateral held and provides relief from disclosure of renegotiated loans. The amendment
applies to annual periods beginning on or after January 1, 2011. Earlier application is permitted.

PFRS 9, Financial instruments, issued in November 2009. This introduces new requirements on the classification
and measurement of financial assets. It uses a single approach to determine whether a financial asset is measured
at amortized cost or fair value, replacing the many different rules in PAS 39, Financial Instruments: Classification
and Measurement. The approach in the new standard is based on how an entity manages its financial instruments
(its business model) and the contractual cash flow characteristics of the financial assets. The new standard also
requires a single impairment method to be used; replacing the many different impairment methods in PAS 39. The
standard is not applicable until January 1, 2013 but is available for early adoption.

PAS 24 (revised), Related party disclosures, issued in November 2009. It supersedes PAS 24, Related party
disclosures, issued in 2003. The revised standard clarifies and simplifies the definition of a related party and
removes the requirement for government-related entities to disclose details of all transactions with the government
and other government-related entities. The revised standard is mandatory for periods beginning on or after January
1, 2011. Earlier application, in whole or in part, is permitted.

The Group expects that the adoption of the foregoing will have no significant impact on the consolidated financial
statements on the date of initial application. However, the disclosure required by the above new and revised standards,
amendments to standards and interpretation will be included in the consolidated financial statements upon adoption.

Effective subsequent to 2010 but not relevant to the Group

The following new standards, new interpretations and amendments to the standards have been issued but are not
effective for the financial year beginning January 1, 2010 and have not been early adopted by the Group:

Amendments to PFRS 1 ; Limited Exemption From Comparative PFRS 7 Disclosures for First-time

Adopters (Effective for annual periods beginning on or after July 1, 2010)

Amendments to PAS 32 ; Classification of Rights Issues (Effective for annual periods beginning on or

after February 1, 2010)
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Amendments to IFRIC 14 : Prepayments of a Minimum Funding Requirement (Effective for annual
periods beginning on or after January 1, 2011)

IFRIC 19 ; Extinguishing Financial Liabilities with Equity Instruments (Effective for
annual periods beginning on or after July 1, 2010)

Basis of Consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the
Company (its subsidiaries) up to December 31 each year. Control is achieved when the Company has the power to
govern the financial and operating policies of an investee entity so as to obtain benefits from its activities.

On acquisition, the assets and liabilities of a subsidiary are measured at their fair values at the date of acquisition. Any
excess of the cost of acquisition over the fair values of the identifiable net assets acquired is recognized as goodwill. Any
deficiency of the cost of acquisition below the fair values of the identifiable net assets acquired (i.e. discount on
acquisition) is credited to profit and loss in the period of acquisition. The interest of minority shareholders is stated at the
minority’s proportion of the fair values of the assets and liabilities recognized. Subsequently, any losses applicable to the
minority interest in excess of the minority interest are allocated against the interests of the parent.

The results of operations of subsidiaries acquired or disposed of during the year are included in the consolidated
statements of comprehensive income from the effective date of acquisition or up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies used
in line with those used by other members of the Group.

All significant intercompany transactions and balances between Group are eliminated in the consolidation including the
following:

¢ Revaluation reserves arising from the revaluation of PCIC subsidiaries real estate properties (property and
equipment, investment properties and investments in a joint venture); and

o Deferred tax liabilities related to the revaluation of PCIC subsidiaries real estate properties.

The consolidated financial statements include the financial statements of the Company and the following subsidiaries,
which were all incorporated in the Philippines.

Ownership

Subsidiaries Principal Activity 2010 2009
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 Corporation (WIC) Manufacturing 100% 100%

Philfoods Asia, Incorporated

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

In 2003, Philfoods also reviewed the recoverability of its property, plant and equipment, and recognized in its statement of
comprehensive income an impairment loss amounting to P13,907,709, which was included in the consolidated
accumulated impairment loss of P136,088,452 (see Note 9).

PCIC and Subsidiaries




PCIC and its subsidiaries have ceased operations but have leased out their warehouse facilities. The intention of the
Group is to continue its operation by focusing on “injection molding” due to its very encouraging prospect and which has
shown to have a high viability rating that will contribute highly towards the Group’s maximum operation and financial
position. Management is continuously in search for a reliable joint venture partners who have the means to continue its
operations.

On October 28, 2010, PCIC subsidiaries (namely ICC, PPC and KCC) with certain affiliates jointly filed a petition for
corporate rehabilitation in order to revive its manufacturing operations. Details of the rehabilitation were fully disclosed in
Note 1.

Certain real estate properties were mortgaged by certain PCIC subsidiaries in support of bank loan obligations (see Note
10).

Revenue and Expense Recognition

Revenues are measured at the fair value of the consideration received or receivable and are recognized when it is
probable that the economic benefits will flow to the Group and the revenue can be reliably measured. The following
specific recognition criteria must also be met before revenue is recognized:

Rental income from operating lease is recognized on straight-line basis over the term of the lease contracts. Rental
received in advance is treated as advances from lessees and recognized as income when actually earned.

Sales of goods are recognized when there is a transfer of risks and rewards of ownership, which coincides with the
transfer of the legal title or the passing of possession to the buyer.

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

Cost and expenses are recognized in the consolidated statements of comprehensive income upon utilization of the
service or at the date they are incurred. All finance costs are reported in the statement of comprehensive income, except
capitalized borrowing costs which are included as part of the cost of the related qualifying asset, on an accrual basis.

Financial Assets

Financial assets are recognized when the Group becomes a party to the contractual terms of the financial instrument.
Financial assets, other than hedging instruments, are classified into the following categories: financial assets at fair value
through profit or loss, loans and receivables, held-to-maturity investments and available-for-sale financial assets. Financial
assets are assigned to the different categories by management on initial recognition, depending on the purpose for which
the investments were acquired. The designation of financial assets is re-evaluated at every reporting date at which date a
choice of classification or accounting treatment is available, subject to compliance with specific provisions of applicable
accounting standards.

Regular purchases and sales of financial assets are recognized on their trade date. All financial assets that are not
classified as fair value through profit or loss are initially recognized at fair value, plus transaction costs. Financial assets
carried at fair value through profit or loss are initially recognized at fair value and transaction costs are expensed in the
consolidated statement of comprehensive income.

The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active (and
for unlisted securities), the Group establishes fair value by using valuation techniques. These include the use of recent
arm’s length transactions, reference to other instruments that are substantially the same, discounted cash flow analysis,
and option pricing models making maximum use of market inputs and relying as little as possible on entity-specific inputs.

Derecognition of financial assets occurs when the rights to receive cash flows from the financial instruments expire or are
transferred and substantially all of the risks and rewards of ownership have been transferred.

Financial assets and liabilities are offset and the net amount reported in the consolidated statements of financial position
when: (i) there is a legally enforceable right to offset the recognized amounts and (ii) there is an intention to settle on a net
basis, or realize the asset ad settle the liability simultaneously.

Except for loans and receivables, the Group did not hold financial assets under other categories as of December 31, 2010
and 2009.
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Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. They are included in current assets, except for maturities greater than 12 months after the reporting date, in
which case, these are classified as non-current assets. The Group’s loans and receivables comprise of trade and other
receivables.

Loans and receivables are subsequently measured at amortized costs using the effective interest method, less any
impairment losses. Any change in their value is recognized in consolidated statement of comprehensive income.
Impairment loss is provided when there is objective evidence that the Group will not be able to collect all amounts due to it
in accordance with the original terms of the receivables. The amount of the impairment loss is determined as the
difference between the assets carrying amount and the present value of estimated cash flows.

Impairment of Financial Assets

The Group assesses at each reporting date whether there is objective evidence that a financial asset or a group of
financial assets is impaired. A financial assets or a group of financial assets is impaired and impairment losses are
incurred only if there is objective evidence of impairment as a result of one or more events that occurred after the initial
recognition of the asset (a loss event) and that loss event (or events) has an impact on the estimated future cash flows of
the financial asset or group of financial assets that can be reliably estimated. The criteria that the Group uses to determine
that there is objective evidence of an impairment loss include significant financial difficulty of the issuer or obligor, a
breach of contract such as a default or delinquency in interest or principal payments, probability that the borrower will
enter bankruptcy or other financial reorganization, or the disappearance of an active market for that financial asset
because of financial difficulties, among others.

The amount of the loss is measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset's
original effective interest rate. The carrying amount of the asset is reduced and the amount of the loss is recognized in the
consolidated statements of comprehensive income. If a loan has a variable interest rate, the discount rate for measuring
any impairment loss is the current effective interest rate determined under the contract.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognized (such as an improvement in the debtor’s credit rating), the reversal of
the previously recognized impairment loss is recognized in the consolidated statements of comprehensive income.

Claims for input value added tax (VAT) and prepaid taxes

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

Property and Equipment

Property and equipment are carried at cost, except for certain property, plant and equipment of PCIC subsidiaries which
are carried at appraised value as determined by an independent firm of appraisers, less accumulated depreciation and
any impairment in value. Subsequent additions are carried at cost.

The net appraisal increment resulting from the revaluation of PCIC subsidiaries property and equipment is adjusted in the
consolidated financial statements to through the deficit account including the amount of appraisal increase absorbed
through depreciation. The movements on appraisal increment of PCIC subsidiaries are fully discussed in Note 13.

The buildings and machinery and equipment of PCIC subsidiaries were re-appraised by an independent firm of appraisers
on April 8, 2009. The results of the re-appraisal are fully discussed in Note 7.

The cost of an asset consists of its purchase price and costs directly attributable to bringing the asset to its working
condition and location for its intended use. Subsequent expenditures relating to an item of property, plant and equipment
that have already been recognized are added to the carrying amount of the asset when it is probable that future economic
benefits, in excess of the originally assessed standard of performance of the existing asset, will flow to the Group. All
other subsequent expenditures are recognized as expenses in the period in which those are incurred.



Any increase in the carrying amount arising on the revaluation of assets is recognized in other comprehensive income and
accumulated in equity under the heading revaluation surplus, except to the extent that it reverses a revaluation decrease
of the same asset previously recognized as expense, in which case the increase is recognized as income. The decrease
in carrying amount is recognized in other comprehensive income reduces the amount accumulated in equity under the
heading revaluation surplus.

Depreciation and amortization are computed using the straight-line method over the following estimated useful lives:

In Years
Buildings 50
Leasehold improvements 5t010
Machinery and equipment 410 32
Tools and transportation equipment 5t010
Office furniture, fixtures and equipment 3t010
Laboratory equipment 5
Computer software 4

The useful lives, depreciation and amortization methods are reviewed periodically to ensure that the periods and methods
of depreciation and amortization are consistent with the expected pattern of economic benefits from items of property and
equipment.

An item of property and equipment is derecognized upon disposal or when no future economic benefits are expected from
its use or disposal. Any gain or loss on derecognition of the assets (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in the consolidated statement of comprehensive income in the
year the asset is derecognized.

Investment Properties

Investment properties are measured initially at cost, including transaction costs. The carrying amount includes the cost of
replacing part of an investment property at the time the cost is incurred, if the recognition criteria are met, and excludes
the costs of day-to-day servicing of an investment property. Subsequent to initial recognition, investments properties
(except land) are stated at cost less accumulated depreciation and any impairment in value. Land is carried at cost less
any impairment in value. The costs of the assets represent the revalued amounts determined by independent firm of
appraisers. The revalued amounts recorded under previous GAAP are comparable to the fair value of the land and
depreciated cost on buildings and improvements.

Land and buildings and improvements which are held to earn rental and for capital appreciation are measured at cost less
accumulated depreciation and impairment losses for buildings and improvements. The costs of the assets represent the
revalued amounts as determined by an independent firm of appraisers.

The investment properties were re-appraised by an independent firm of appraisers on April 8, 2009. The results of the re-
appraisal are fully discussed in Note 7.

Depreciation on buildings and improvements is computed on the straight-line method based on the estimated average
useful lives of 50 years.

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

Investments in a Joint Venture

Joint ventures are entities whose economic activities are controlled jointly by the Company and by other venturers
independent of the Company. Joint ventures are accounted for using the proportionate consolidation whereby the
Company’s share of the assets, liabilities, income and expenses is included line by line in the financial statements.

The Group’s interests in the joint venture are recognized in the consolidated financial statements for the assets that it
controls or contributed and the liabilities that it incurs, and the related income and expenses from the sale and
development of the assets.
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The assets, liabilities, income and expenses of the joint venture are recognized in the financial statements of the venturer
and therefore no other adjustment or consolidation procedures are required.

Impairment of Assets

At each consolidated statements of financial position 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 indication
exists, the recoverable amount of the assets is estimated in order to determine the extent of the impairment loss (if any).
When the asset does not generate cash flows that are independent from other assets, the Group estimates the
recoverable amount of the cash-generating 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 that its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount. An impairment loss is recognized as an expense
immediately, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revaluation increase.

When an impairment loss subsequently reverses, the carrying amount of the asset or cash generating unit is increase to
the revised estimate of its recoverable amount, but only to the extent of the carrying amount that would have been
determined (net of any depreciation) had no impairment loss been recognized for the asset or cash-generating 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 which case the reversal of the impairment loss is treated as a revaluation increase.

Financial Liabilities

The Group classifies its financial liabilities in the following categories: (a) at fair value through profit or loss; and (b) other
financial liabilities.

Financial liabilities are recognized in the Group’s consolidated financial statements when the Group becomes a party to
the contractual provisions of the instrument. Financial liabilities are initially recognized at fair value. Transaction costs are
included in the initial measurement of all financial liabilities not carried at fair value through profit or loss. Fair value is
defined in terms of a price agreed by willing buyer and a willing seller in an arm’s length transaction.

The fair values of financial liabilities that are actively traded in organized financial market is determined by reference to
quoted market bid prices for a financial liability to be issued and based on the asking price for a financial liability held at
the close of business on the statement of financial position date. Where there is no active market, the Group establishes
fair value by using valuation techniques. These include the use of recent arm’s length transactions, reference to other
instruments that are substantially the same, discounted cash flow analysis, or other valuation models.

Financial liabilities arising from operations and borrowings are derecognized when the obligation under the liability is paid
or cancelled or expired. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such modification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in the respective carrying
amounts is recognized in the consolidated statements of comprehensive income.

Other financial liabilities pertain to issued financial instruments that are not classified or designated at fair value through
profit or loss and contain contract obligations to deliver cash or another financial asset to the holder or to settle the
obligation other than the exchange of a fixed amount of cash. Other financial liabilities include certain accounts within
trade and other payable and payable to related parties.

Other financial liabilities are subsequently measured at amortized cost using the effective interest rate method. The
calculation takes into account any premium or discount on acquisition and includes transaction costs and fees that are an
integral part of the effective interest rate.

As of December 31, 2010 and 2009, the Group only has financial liabilities classified as other financial liabilities.

Provisions, Contingent Assets and Contingent Liabilities

Provisions are recognized when the Group has a present obligation, either legal or constructive, as a result of a past
event, it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and
25



the amount of the obligation can be estimated reliably. When the Group expects reimbursement of some or all of the
expenditure required to settle a provision, the entity recognizes a separate asset for the reimbursement only when it is
virtually certain that reimbursement will be received when the obligation is settled.

The amount of the provision recognized is the best estimate of the consideration required to settle the present obligation
at the consolidated statement of financial position date, taking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate.

Contingent assets and liabilities are not recognized because their existence will be confirmed only by the occurrence or
non-occurrence of one or more uncertain future events not wholly within the control of the entity.

Contingent liabilities are disclosed, unless the possibility of an outflow of resources embodying economic benefits is
remote. Contingent assets are disclosed only when an inflow of economic benefits is probable.

Equity instruments

Capital stock is determined using the nominal value of shares that have been issued.

Additional paid-in capital includes any premiums received on the initial issuance of capital stock. Any transaction costs
associated with the issuance of shares are deducted from additional paid-in capital, net of any related income tax benefits.

Treasury shares are stated at cost of reacquiring such shares.

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

Leases

The Group accounts for its leases as follows:

Group as Lessee

Leases which transfer to the Group substantially all risks and benefits incidental to ownership of the leased item are
classified as finance leases and are recognized as assets and liabilities in the consolidated statements of financial
position at amounts equal at the inception of the lease to the fair value of the leased property, or if lower, at the present
value of minimum lease payments. Lease payments are apportioned between the finance costs and reduction of the
lease liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance costs are
recognized in the consolidated statement of comprehensive income. Capitalized leased assets are depreciated over the
shorter of the estimated useful life of the asset or the lease term.

Leases which do not transfer to the Group substantially all the risks and benefits of ownership of the asset are classified
as operating leases. Operating lease payments are recognized as expense in the consolidated statement of
comprehensive income on a straight-line basis over the lease term. Associated costs, such as maintenance and
insurance, are expensed as incurre

Group as Lessor

Leases wherein the Group substantially transfers to the lessee all risks and benefits incidental to ownership of the leased
item are classified as finance leases and are presented as receivable at an amount equal to the Group’s net investment in
the lease. Finance income is recognized based on the pattern reflecting a constant periodic rate of return on the Group’s
net investment 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 classified
as operating lease. Lease income from operating lease is recognized in consolidated statement of comprehensive income
on a straight-line basis over the lease term.



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

PCIC subsidiaries leased out (as an operating lease) buildings that it owns. The asset is included in the consolidated
statement of financial position as an investment property.

Related Parties and Related Party Transactions

Parties are considered related if one party has control, joint or significant influence over the party in making financial and
operating decisions. The key management personnel of the Group are also considered to be related parties.

Individuals, associates or companies that directly or indirectly control or are controlled by or are under common control are
also considered related parties.

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

Income Taxes

Tax expense recognized in the consolidated statement of comprehensive income comprises the sum of deferred tax and
current tax not recognized in other comprehensive income or directly in equity, if any.

Current tax assets or liabilities comprise those claims from, or obligations to, fiscal authorities relating to the current or
prior reporting period, that are uncollected or unpaid at the reporting period. They are calculated using the tax rates and
tax laws applicable to the fiscal periods to which they relate, based on the taxable profit for the year. All changes to
current tax assets or liabilities are recognized as a component of tax expense in profit or loss.

Deferred tax is provided, using the liability method on temporary differences at the end of the reporting period between the
tax base of assets and liabilities and their carrying amounts for financial reporting purposes. Under the liability method,
with certain exceptions, deferred tax liabilities are recognized for all taxable temporary differences and deferred tax assets
are recognized for all deductible temporary differences and the carryforward of unused tax losses and unused tax credits
to the extent that it is probable that taxable profit will be available against which the deferred income tax asset can be
utilized.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent that
it is probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is
realized or the liability is settled provided such tax rates have been enacted or substantively enacted at the end of the
reporting period.

Most changes in deferred tax assets or liabilities are recognized as a component of tax expense in profit or loss. Only
changes in deferred tax assets or liabilities that relate to items recognized in other comprehensive income or directly in
equity are recognized in other comprehensive income or directly in equity.

Retirement Benefit Cost

Pension benefits are provided to employees based on the amounts required by law.

The Company and PCIC has not yet established a formal retirement plan but accrues the estimated cost of 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 estimated 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 segment 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.

The Group is organized into two business segments. Such segments are the basis upon which the Group reports its
primary segment information. Financial information on business segments is presented in Note 20.

Earnings (Loss) Per Share

Earnings (loss) per share (EPS) are determined by dividing net income (loss) for the year by the weighted average
number of shares outstanding during the year.

Events after Reporting Period

The Group identifies events after the reporting period as events that occurred after the consolidated statement of financial
position date but before the date of consolidated financial statements were authorized for issue. Any events after the
reporting period that provide additional information about the Group’s consolidated financial position at the consolidated
statements of financial position date are reflected in the consolidated financial statements. Non-adjusting events are
disclosed in the notes to the consolidated financial statements when material.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of the Group’s consolidated financial statements requires management to make judgments and estimates
that affect amounts reported in the consolidated financial statements and related notes. These estimates and judgments
are continually evaluated and are based on historical experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances.

The Group believes the following represent a summary of these significant estimates and judgments and related impact
and associated risks in the consolidated financial statements.

Judgments

Management has made the following judgments, apart from those involving estimation, which have the most significant
effect on the amounts recognized in the consolidated financial statements.

a) Functional currency

The Group has determined that its functional currency is the Philippine peso, which is the currency of the primary
environment in which the Group operates.

b) Operating and finance lease

The Group has entered into various lease agreements. Critical judgment was exercised by management to
distinguish each lease agreement as either an operating or finance lease by looking at the transfer or retention of
significant risk and rewards of ownership of the properties covered by the agreements. Failure to make the right
judgment will result in either overstatement or understatement of assets and liabilities.

c) 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 and fully described in Note 24.

Estimates

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amount of assets and liabilities within the next financial year are discussed below.
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a)

Valuation of financial assets

Allowance is made for specific group of accounts 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 cash flow position and (3) other market conditions as
at consolidated statement of financial position date. Management reviews the allowance on a continuous basis.

Trade and other receivables, net of allowance for doubtful accounts as of December 31, 2010 and 2009 amounted to
P5,282,727 and P5,698,684, respectively (see Note 5).

Estimated useful lives of assets

The Group estimates the useful lives of its investment properties and property and equipment based on the period
over which the assets are expected to be available for use. The estimated useful lives are reviewed at least annually
and are updated if expectations differ from previous estimates due to physical wear and tear. The estimation of the
useful lives of the property and equipment is based on a collective assessment of industry practice and experience
with similar assets. It is possible, however, that future results of operations could be materially affected by changes in
estimates brought about by changes in factors mentioned above.

The amounts and timing of recorded expenses for any period would be affected by changes in these factors and
circumstances. A reduction in the estimated useful lives of the property and equipment would increase recorded
operating expenses and decrease non-current assets.

The carrying value of the Group’s investment properties (except land) and property, plant and equipment as of
December 31, 2010 and 2009 are as follows:

2010 2009
Investment properties (see Note 7) P 124,573,663 P 128,308,904
Property and equipment (see Note 9) 216,560,104 249,355,361

P 341,133,767 P 377,664,265

Asset impairment

PFRS requires that an impairment review be performed when certain impairment indicators are present. The Group
assesses annually whether there is any indication that an asset is impaired. If any such indication exists, the Group
estimates the recoverable amount of the asset in accordance with the accounting policy (see Note 2). Though the
Group believes that the assumptions used in the estimation of fair values reflected in the consolidated financial
statements are appropriate and reasonable, significant changes in these assumptions may materially affect the
assessment of recoverable values and any resulting impairment loss could have a material adverse effect on the
financial condition and results of operations.

Retirement

The determination of the Group’s obligation and cost of pension benefits is dependent on the selection of certain
assumptions used by management in calculating such amounts. Any changes in these assumptions will impact the
carrying amount of retirement benefit obligation. Additional information is disclosed in Note 19.

Deferred tax assets

The Group reviews its deferred tax assets at each consolidated statement of financial position date and reduced 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 assets to be utilized. Due to the cessation of its subsidiaries operation, management expects that the Group will
continue to incur losses and the related deferred tax assets will not be utilized in the near future.

The Group’s deferred tax assets with full valuation allowance are fully discussed in Note 21.



4. CASH

Cash consists of on hand and with banks. Cash in banks earn interest at the respective bank deposit rates.

5. RECEIVABLES

This account consists of the following:

Sept. 30 Sept. 30
2011 2010
Trade P8,464,701 | P 3,909,060.26
Receivable from affiliates:
Concept Moulding Corporation -0- 206,334.03
Genwire Manufacturing Corporation -0- 70,232.00
Others 116,472.25 15,885.07
8,581,173.25 4,201,511.36
Allowance for doubtful accounts (1,347,172.64) (1,347 ,172.64)
P 7,234,001.00 P 5,548,684.00

INVESTMENT PROPERTIES - net

Investment properties, which consist of land and buildings and improvements held primarily to earn rentals and for capital
appreciation, are carried at deemed costs as allowed under PFRS 1 and opted to recognize the appraised amounts as the
deemed costs and adopted the revaluation model under PAS 40 as its accounting policy.

The carrying amounts of investment properties (net of accumulated depreciation and impairment loss) are shown below:

SEPTEMBER 30, 2011

Land improvements  Buildings and
Land improvements Total

Net carrying amounts,
September 30, 2010
Depreciation

P 918,567,885 P 1,645408 P 121,060,633 P1,041,273,926

: ( 164,542) (769,269)  (  9333811)

Net carrying amounts,

September 30, 2011 P 918,567,885 P 1,480,866 P 120,291,364 P1,040,340,115

PROPERTY, PLANT AND EQUIPMENT - net

The details of the Group’s property, plant and equipment are as follows:

September 30, 2011

Buildings Machinery Tools and Furniture,
and leasehold and transportation  fixtures and
improvements equipment equipment equipment Total
Net carrying amounts,

September 30, 2011 P 4716100 P195315214 P - P 95424 P 200,126,738
Additions - - - - -
Depreciation for the 31 Qtr

( 36,015) ( 8,355,573) - ( 2,965) ( 8,394,553)
Net carrying amounts,
September 30, 2011 P 4,680,085 P186,959,641 P - P 95129 P 191,732,185




8. RELATED PARTY TRANSACTIONS

Related party transactions consist of advances to and from affiliated companies and stockholders to meet the operational
needs of the Group. Related party transactions are non-interest bearing, unsecured and with no definite repayment
period. In the consolidated financial statements, the details of the advances are shown below.

Details of advances to affiliates and stockholders are as follows:

Related parties Relationship Nature of transaction Sept. 2011 Sept. 2010

Metro Alliance Holdings and
Equities Corp. (MAHEC) Affiliate — under common Receivable for the value of

control foreclosed property P 105,060,000 P 105,060,000
The Wellex Group, Inc. Stockholder Cash advances 80,044,693.22 92,216,855
Wellex Petroleum, Inc. Affiliate — under common Cash advances

control 2,325,090 2,297,090
Water front Philippines, Inc. Stockholder Cash advances 436,473 436,473

187,270,265 200,010,418

Allowance for doubtful accounts ( 56,413,260) ( 56,413,260)

131,452,996.22 P 143,597,158

Advances to The Wellex Group, Inc. and Wellex Petroleum, Inc. is covered by allowance for doubtful accounts amounting to
P56,413,260 as of December 31, 2010 and 2009, respectively.

Details of advances from affiliates and stockholders are as follows:

Related parties Relationship Nature of transaction September 2011 September 2010
Individuals Stockholders Advances P 160,610,559 P 158,497,772
Diamond Stainless Corp. Under common control Advances 132,858,010 132,858,010
Plastic City Corp. Under common control Advances for payment of

borrowings and land
improvements
(see Note 10) 33,500,369 22,801,648
Kenstar Industrial Corp. Under common control Purchases from prior years 26,146,064 26,146,064
Philippine Estate Corp. Joint Venture Expenses for joint venture 23,200,971 24,035,861
Rexlon Realty Corp. Under common control Advances 23,187,370 23,187,370
Pacific Rehouse Corp. Stockholder Advances 15,540,753 15,540,753
International Polymer Corp. Under common control Purchases from prior years 11,691,554 11,691,554
Asia Pacific Corp. Under common control Advances 4,046,257 4,108,514
Ropeman International Corp. Under common control Advances 3,202,528 3,202,528
Others Various Advances 17,704,479 17,922,021
P 451,688,914 P 439,992,095

Assignments of intercompany receivables/payables and advances to/from affiliates was made as part of the Groups plan
of integrating intercompany account balances to facilitate the preparation of intercompany reconciliation, billing and
collection and payment processes among the Group (see Note 27).

Compensation of key management personnel

With the cessation of the subsidiaries commercial operations in prior years, the Group’s primary source of revenue is
limited to the lease rental of its building and warehouse facilities to sustain its day to day operating costs and expenses.
In view of the Group’s tight cash position, management decided to suspend any form of compensation to all executive
officers effective in 2004.

DIRECT COSTS AND EXPENSES

This account consists of the following:

July-Sept. July-Sept.
2011 2010
Depreciation P 933,810 P 740,401
Security services 913,654 774,599
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10.

Repairs and maintenance - 215,461
Taxes and Licenses - 9,905
Insurance - 232
1,847,464 | P 1,740,597
OPERATING EXPENSES
This account consists of the following:
July-Sept. July - Sept.
2011 2010
Salaries and wages P 341,214 P 407,753
Commission 120,829 136,074
Taxes and licenses 119,996 11,235
Professional fees 259,500
SSS, Medicare and EC contributions - 28,139
Insurance - 704
Staff benefit 96,141 -
Others / Misc. 5,030 19,236
P 942,710 P 603,142

11. DISCONTINUED OPERATIONS

Philfoods Asia, Inc. ceased its operations in 2002. PCIC and subsidiaries ceased manufacturing operations in 2001 and
prior years and leased out their warehouse/ building facilities. The intention of the Group is disclosed in Note 1.

July-Sept.
2011
Sales -0-
Cost of Goods Sold:
Depreciation 8,394,553
Gross Loss P (8,394,553)

Operating Expenses:
Salaries, wages and benefits P 379,591
Light and water 339,043
Professional fees -
Depreciation (see Note 9) -
Listing and maintenance fees -
Taxes and licenses -

Security Services 172,579
Others 129,944
Total Operating expenses P 1,021,157

Income from Discontinued Operation P (9,415,710

12. LEASES

PCIC subsidiaries lease their warehouse/ building facilities. The lease term ranges from three (3) months to three (3)
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.
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LOSS PER SHARE

The following table presents information necessary to calculate the loss per share:

September 30,
2011
Consolidated net loss for the 3rd Qtr P 11,338,821
Weighted average number of common
shares outstanding during the year 3,271,926,700
Loss per share P0.0035

COMMITMENTS AND CONTINGENCIES

Commitments, guarantees and contingent liabilities that arise in the normal course of operations of the Group are not
reflected in the accompanying consolidated financial statements. Management is of the opinion that losses, if any, from
these commitments and contingencies will not have a material effect on the consolidated financial statements.



WELLEX INDUSTRIES INCORPORATED AND

SUBSIDIARIES

Aging Accounts Receivable -September 30, 2011

31-60 61-90 91-120 121-180 OVER 180

CUSTOMER CURRENT  1-30 DAYS DAYS DAYS DAYS DAYS DAYS TOTAL
A.A. SALAZAR CONST. 90,362 90,362 180,725
BIG THUMB ENTERPRISES 1,809 1,809 3,619
CATFISH ENTERPRISES 5,255 5,255 10,509
Chartered Commodities Corp. 500 500
Concept Moulding Corporation 154,900 200,000 200,000 180,000 3,720,202 4,455,102
Dee Hua T. Gatchalian 100 100
Felino Canio 100 100
Genwire Mfg. Corporation 5,054 5,648 5,270 5,473 5,350 5,751 218,434 250,980
International Polymer Corp. 108,090 1,000 119,493 228,583
Kenstar Industrial Corp. 42,518 42,518
LI FU MANUFACTURING LTD
CO. 1,680 1,680 3,360
Manuel Nicolas 100 100
MPC 803,308 803,308 1,606,617
PANDAYAN BOOKSHOP 10,828 10,828 21,656
PANDAYAN BOOKSHOP - BLDG
3 3,902 120 4,022
PHIL. CABLE NETWORK 109,180 109,180 218,360
Philippine Estate Corporation 42,864 42,864
PIPE MASTER (CEBU) CORP. 21,588 21,588 43,176
Plastic City Corporation 32,151 8,057 12,303 1,187,830 1,240,340
Reynaldo Caranto 100 100
Ropeman 500 500
S.J.45-BLDG 4 450 450
SBA EAST CORP.BLDG 6 22,791 8,856 31,647
WYNONAH HOME CREATION-
B4 29,976 29,976
Others 165,270
TOTAL 8,581,174
Less: Allowance fpr Doubtful
Accounts 1,347,173
TOTAL 1,101,831 1,053,561 192,321 313,563 213,407 199,054 5,342,167 7,234,001







