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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements
Please see attached.

Item 2. Management’s Discussion and Analysis of Financial Condition and
Results of Operations; Plan of Operations

Plan of Operations

With the bullish prospects for the economy and even stronger outlook for the equities market,
management is hopeful that the Company will be able to conclude its search for strategic
partners or investors within this year. As in the past, priority will be given to investors who
can provide the requisite financial resources and business base on which to anchor the
Company’s growth.

In the meantime, the Company will continue its minimal operations, to be funded from
existing cash reserves.

First Quarter Ended March 31, 2012 Compared to First Quarter Ended March 31,2011
Income

No significant income was recognized for the first quarter of 2012 and 2011.

Operating expenses

Operating expenses for the first quarter of 2012 amounted to Php0.32 million 14% higher
than the Php0.28 million recorded for the same pericd of 2011.

Net Income

The first three months of 2012 and 2011 resulted into a net loss amounting to Php0.30 million
and Php0.28 million, respectively.

Liquidity and Capital Resources

For the quarter ended March 31, 2012, net cash used in operations totaled Php0.54 million
including the net loss of Php.30 million. Prepaid/other current assets went up by Php0.22
million due to the Company” settlement of the annual listing fee.

For the same period in 2011, net cash used in operations totaled Php0.51 million, including
the net loss of Php0.28 million. Prepaid/other current assets increased by Php0.22 million
while accounts payable and accrued expenses decreased by Php0.005 million.



Financial Position as of March 31, 2012 Compared to Financial Position as of December

31,2011

' Statements of financial position data March 31,2012 | December 31,2011 | % Inc/ (Dec)
Total Current Assets 3,263,809 3,565,263 (8%)
Total Assets 3,263,809 3,565,263 (8%)
Total Current Liabilities 120411 119411 (1%)

_Total Stockholders’ Equity 3,143,398 3,445,852 (%%) |

The material changes in the statements of financial position are as follows:

* Total assets decreased by 8% from Php3.57 million as of December 31, 2011 to

Php3.26 million as of March 31, 2012,

* (Cash and cash equivalents decreased by 15% from Php3.55 million as of December
2011 to Php3.02 million as of March 2012.

* Current ratio decreased by 9% from 29.96x in December 2011 to 27.20x in March
2012; net working capital totaled Php3.14 million in March 2012 as compared to

Php3.45 million in December 2011.

¢ Total stockholders’ equity went down by 9% from Php3.45 million in December 2011

to Php3.14 million in March 2012.

Keyv Performance Indicators

Since the company is not in commercial operations, its key performance indicators are as

follows:
j March 31, December 31,
KPI Calculation 2012 2011
Current Ratio (1) | Current Assets/Current Liabilities 27.10x 29 86x
Quick Ratio {(2) Cash /Current Liabilities 25.13x 29 69x
Debt to Equity
Ratio (3) Liabilities/ Stockholders’ Equity .038x .035x
Book Value per Total Assets-Total Liabilities/
share (4) Number of Shares Qutstanding 016 018
Loss per Share (5) | Net Loss’Weighted Average Number
of Shares Qutstanding {.0016) {.018)

(1) Current Ratio

(2) Quick Ratio

(3} Debt to Equity

(4) Book Value/Share
(5) Loss per Share

March 31, 2012

3,262,809/120,411
3,025,804/120,3411

December 31, 2011

3,565,263/119412
3,545,263/119,412

120,411/3,143,398 119,412/3,445,851
3,143,398/190,000,000 3,445.851/190,000,000
302,454/190,000,000 3,424,062/190,000,000



The Current Ratio is the general measure of a company’s liquidity. It represents the ratio of
all current assets to all current liabilities. It is also known as the “Working Capital Ratio”
because working capital is the excess of current assets over current liabilities.

The Quick Ratio is another measure of a company’s liquidity. It is used to measure a
company’s ability to pay its liabilities using assets that are cash or very liquid.

The Debt to Equity Ratio is a measure of leverage, or the relative amount of funds provided
by lenders and owners. This measures the amount of debt being used by the Company.

Book Value per Share is a measure of stockholders’ equity. It represents the difference
between total assets and total liabilities then divide that total by the number of common
shares outstanding.

Loss per Share is computed by dividing the net loss by the weighted average number of
common shares outstanding.

Other Matters

No disclosures nor discussions were made for the following since these did not affect the past
and present operations or the foreseeable future operations of the Company:

(a) Any known trends, demands, commitments, events or uncertainties that will have a
material impact on the Company’s liquidity other than those discussed in the Plan of
Operation, Item 2- Management’s Discussion and Plan of Operations.

(b) Any material commitments for capital expenditures, the general purpose of the
commitments and the expected sources of funds for the expenditures.

(¢}  Any known trends, cvents, or uncertainties that have had or that reasonably expected to
have a material favorable or unfavorable impact on net sales or income other than what
was mentioned in the Plan of Operation, Item 2 — Management’s Discussion and
Analysis;

(d)  Any significant elements of income or loss that did not arise from the Company’s
continuing operations;

(e)  Any seasonal aspects that have material effect on the financial condition or results of
operation except as mentioned in the Notes to Financial Statements No 5.

PART I1 - OTHER INFORMATION

The issuer may, at its option, report under this item any information not previously reported
in a report on SEC 17-C. If disclosure of such information is made under this Part II, it need not be
repeated in a report on Form 17-C which would otherwise be required to be filed with respect to such
information or in a subsequent report on Form 17-Q.

Not Applicable



SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused
this report to be signed on its behalf by the undersigned thereunto duly authorized.

Issuer : MINERALES INDUSTRIAS CORPORATION

resident and Principal Executive Officer
(Also acting as Principal Operating Officer)
May 11, 2012

(Also a in )Financial Officer)



MINERALES INDUSTRIAS CORPORATION

STATEMENTS OF FINANCIAL POSITION
{Unaudited)

31-Mar-12 31-Dec-11
Unaudited Audited
ASSETS
Current Assets
Cash and cash equivalents R 3025804 P 3,545,263
Other current assets - net (Note 5) 238,006 20,000
Total Current Assets 3,263,809 3,565,263
TOTAL ASSETS P 3,263,809 B 3,565,263
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Accrued expenses and other payables P 120411 P 119,411
Total Current Liabilities 120,411 119,411
Stockholders' Equity
Capital stock - B1 par value
Authorized - 240,000,000 shares
Issued - 190,000,000 shares 190,000,004 190,000,000
Deficit (186,856,602) (186,554,148)
Total Stockholders' Equity 3,143,398 3,445,852
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY B 3,263,809 P 3565263




MINERALES INDUSTRIAS CORPORATION

INTERIM STATEMENTS OF INCOME
(Unaudited)

Quarter Ended March 31
2012 2011
INCOME
Interest 27902 P 5,688
27,902 5,688
EXPENSES
Salaries & other employee benefits 92,000 79.829
Maintenance fee 62,500 62,500
Professional fees 56,786 48317
Utilities 45,000 45,000
Office supplies 5,748 4,858
Representation 32,862 22,457
Transportation 8,718 8,253
Taxes and licenses 8,219 9,541
Miscellaneous 12,943 4,820
324,775 285,576
NET INCOME (LOSS) BEFORE TAX (296,873) P (279,888)
Pravision for income tax 5,580 1,138

NET INCOME (L.OSS) AFTER TAX

(302,454) P

(281,027)

INCOME (LOSS) PER SHARE (Note 9)

(0.0016) P

(0.0015)




MINERALES INDUSTRIAS CORPORATION
INTERIM STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
Quarter Ended March 31
2012 2011
NET INCOME /{LOSS) (302,454) (281,027
OTHER COMPREHENSIVE INCOME/(LOSS)
Net unrealized gain (loss) on available-for sale
financial assets : - 28,059

TOTAL COMPREHENSIVE INCOME/ (LOSS) p (302,454) P (252,968)




MINERALES INDUSTRIAS CORPORATION
STATEMENTS OF CASH FLOWS
(Unaudited)

Quarter Ended March 31

2012 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income (1.oss) before income tax . (296,873) B (279,888)
Adjustments to reconcile net [oss to net cash
used in operating activities:
Interest income (27,902) {5,688)
Operating income (loss) before working capital changes (324,775) (285,576)
Changes in operating assets and liabilities:
Decrease (increase) in:
Prepaid and other current assets (218,006) {217,775)
Increase (decrease) in:

Accounts payable and accrued expenses 1,000 (5,211)
Net cash used in operating activities (541,781) (508,562)

CASH FLOWS FROM INVESTING ACTIVITIES

Interest received 27,902 5,688
Purchase of available-for-sale financial assets

Income taxes paid (5,580) (1,138)
Net cash provided by investing activities 22,322 4,550
NET INCREASE (DECREASE) IN CASH (519,459) (504,012)
CASH AT BEGINNING OF PERIOD 3,545,263 4,969 760
CASH AND CASH EQUIVALENTS AT END OF PERIOD P 3,025,804 P 4,465,748




MINERALES INDUSTRIAS CORPORATION

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
{(Unaudited)

Quarter Ended March 31
2012 2011

CAPITAL STOCK - P1 par value
Authorized - 240,000,000 shares
Issued - 190,000,000 shares . 190,000,000 P 180,000,000
DEFICIT
Balance at beginning of period (186,554,149) (183,130,087)
Reserve for fluctuation on available-for-sale financial assets 51,192
Net income (loss) for the quarter (302,454) (281,027)
Balance at end of period (186,856,602) {183,319,922)

P 3,143,398 P 6,680,078
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MINERALES INDUSTRIAS CORPORATION

NOTES TO FINANCIAL STATEMENTS

1.

Corporate Information and Status of Operations

Minerales Industrias Corporation (the Company) was incorporated and organized in the Republic
of the Philippines on August 31, 1995 to engage in the business of exploration, exploitation and
development of the country’s various mineral resources. The registered office address of the
Company is Room 322, 3rd Floor, LRI Design Plaza, 210 Nicanor Garcia Street, Barangay Sta.
Cruz, Makati City.

On July 26, 2007 and August 31, 2007, the Board of Director (BOD) and stockholders of the
Company, respectively, approved the following amendments to the Company’s Articles of
Incorporation:

a) Change in company name from Multitech Investments Corp. to Minerales Industrias
Corporation,

b} Change in primary purpose from holding to mining; and

¢) Change in registered address from 22nd Floor, Unit E-2005 A East, Philippine Stock
Exchange Center, Exchange Road, Ortigas Center, Pasig City to Room 322, 3rd Floor, LRI
Design Plaza, 210 Nicanor Garcia Street, Barangay Sta. Cruz, Makati City.

The Securities and Exchange Commission (SEC) approved the change in company name and
primary purpose on September 24, 2007 and the change in registered address on January 14,
2008,

As of December 31, 2011, the application for increase in authorized capital stock has not yet been
approved by the SEC and the Company has yet to implement the stock rights issuance.

The Company’s management continues to assess investment opportunities and various options
regarding operations that the Company may undertake in the future.

Summary of Significant Accounting Policies

Basis of Preparation
The accompanying interim financial statements have been prepared on a historical basis, except

for avaitable-for-sale {AFS) financial assets thai have been measured at fair value. These
financial statements are presented in Philippine Peso (), the Company’s functional currency. All
amounts are rounded to the nearest peso unit unless otherwise indicated.

Statement of Compliance

The interim financial statements have been prepared in accordance with Philippine Financial
Reporting Standards (PFRS). The Company has followed the same accounting policies and
methods of computation used in the preparation of the most recent annual financial statements.
No new accounting policy has been adopted for this interim report

Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financial year except for
the adoption of the following new and amended PFRS, Philippine Interpretations of International
Financial Reporting Interpretations Committee (IFRIC) interpretations and amendments to
existing standards which became effective on January 1, 2011. The adoption of these new and




amended Standards and Philippine Interpretations did not have any significant impact on the
Company’s financial statements.

¢ Amendment to PAS 24, Related Party Disclosures
Amendment to PAS 32, Financial Instruments: Presentation - Classification of Rights Issues
Amendment to Philippine Interpretation IFRIC 14, Prepayments of a Minimum Funding
Requirement

¢ Philippine Interpretation IFRIC 19, Extinguishing Financial Liabilities with Equity
Instruments

Improvements to PFRSs

The omnibus amendments to PFRSs issued in May 2010 were issued primarily with a view to
removing inconsistencies and clarifying wordings. There are separate transitional provisions for
each standard and will become effective January 1, 2011. The adoption of these new standards
did not have a significant impact on the Company’s financial statements.

PFRS 3 (Revised), Business Combinations

PYRS 7, Financial Instruments: Disclosures

PAS 1, Presentation of Financial Statements

PAS 27, Consolidated and Separate Financial Statements

PAS 34, Interim Financial Reporting

Philippine Interpretation IFRIC 13, Customer Loyalty Programmes

Future Changes in Accounting Policies

The Company will adopt the following new and amended standards and interpretations
enumerated below when these become effective. Except as otherwise indicated, the Company
does not expect the adoption of these new and amended PFRS and Philippine Interpretations to
have significant impact on its financial statements.

Effective 2012

e PAS 12, Income Tuaxes - Recovery of Underlying Assets
The amendment becomes effective for annual periods beginning on or after January 1, 2012.
The amendment clarified the determination of deferred tax on investment property measured
at fair value. The amendment introduces a rebuttable presumption that deferred tax on
investment property measured using the fair value model in PAS 40, Investment Property,
should be determined on the basis that its carrying amount will be recovered through sale.
Furthermore, it introduces the requirement that deferred tax on non-depreciable assets that are
measured using the revaluation model in PAS 16, Property, Plant and Equipment, always be
measured on a sale basis of the asset.

* Amendments to PFRS 7, Financial Instruments: Disclosures - Enhanced Derecognition

Disclosure Requirements

The amendment becomes effective for annual periods beginning on or after July 1, 2011, The
amendment requires additional disclosure about financial assets that have been transferred but
not derecognized to enable the user of the financial statements to understand the relationship
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 associated with, the entity’s continuing
involvement in those derecognized assets. The amendment affects disclosures only and has
no impact on the Company’s financial position or performance.



Effective 2013

L J

Amendments to PAS 1, Financial Statement Presentation, Presentation of Items of Other
Comprehensive Income

The amendments is effective for annual periods beginning on or after July I, 2012, The
amendments to PAS | change the grouping of items presented in other comprehensive
income. Items that could be reclassified (or “recycled”) to profit or loss at a future point in
time (for example, upon derecognition or settlement) would be presented separately from
itemns that will never be reclassified. The amendment affects presentation only and has there
no impact on the Company’s financial position or performance.

Amendment to PAS 19, Employee Benefits

This amendment is effective for annual periods beginning on or after January 1, 2013.
Amendments to PAS 19 range from fundamental changes such as removing the corridor
mechanism and the concept of expected returns on plan assets to simple clarifications and re-
wording.

PAS 27 (Revised), Separate Financial Statements

This amendment becomes effective for annual periods beginning on or after
January 1, 2013. As a consequence of the new PFRS 10, Consolidated Financial Statements
and PFRS 12, Disclosure of Interests in Other Entities what remains of PAS 27 is limited to
the accounting for subsidiaries, jointly controlled entities, and associates in the separate
financial statements.

PAS 28 (Revised), {nvestments in Associates and Joint Ventures

This amendment becomes effective for annual periods beginning on or after
January 1, 2013. As a consequence of the new PFRS 11, Joint Arrangements and PFRS 12,
PAS 28 has been renamed PAS, 28 Investments in Associates and Joint Ventures, and
describes the application of the equity method to investments in joint ventures in addition to
associates.

Amendments to PFRS 7, Financial Instruments: Disclosures - Offsetting Financial Assets
and Financial Liabilities

The amendments to PFRS 7 are to be retrospectively applied for annual periods beginning on
or after January 1, 2013. These amendments require an entity to disclose information about
rights of set-off and related arrangements (such as collateral agreements). The new
disclosures are required for all recognized financial instruments that are offset in accordance
with PAS 32. These disclosures also apply to recognized financial instruments that are
subject to an enforceable master netting arrangement or ‘similar agreement’, irrespective of
whether they are offset in accordance with PAS 32. The amendments require entities to
disclose, in a tabular format unless another format is more appropriate, the following
minimum quantitative information. This is presented separately for financial assets and
financial liabilities recognized at the end of the reporting period:

a) The gross amounts of those recognized financial assets and recognized financial
Habilities;
b) The amounts that are set off in accordance with the criteria in PAS 32 when
determining the net amounts presented in the statement of financial position;
¢} The net amounts presented in the statement of financial position,
d) The amounts subject to an enforceable master netting arrangement or similar
agreement that are not otherwise included in (b) above, including:
L. Amounts related to recognized financial instruments that do not meet some or
all of the offsetting criteria in PAS 32, and
. Amounts related to financial collateral (including cash collateral); and
€) The net amount after deducting the amounts in (d) from the amounts in (c) above.



The amendment affects disclosures only and has no impact on the Company’s financial
position or performance.

PERS 10, Consolidated Financial Statements

This standard becomes effective for annual periods beginning on or after January 1, 2013.
PFRS 10 replaces the portion of PAS 27, Consolidated and Separate Financial Statements
that addresses the accounting for consolidated financial statements. It also includes the issues
raised in SIC-12, Consolidation - Special Purpose Entities. PFRS 10 establishes a single
control model that applies to all entities including special purpose entities. The changes
introduced by PFRS 10 will require management to exercise significant judgment to
determine which entities are controlled, and therefore, are required to be consolidated by a
parent, compared with the requirements in PAS 27.

PFRS 11, Joint Arrangements

This standard becomes effective for annual periods beginning on or after January 1, 2013. It
replaces PAS 31, Interests in Joint Ventures and SIC-13, Jointly-controlled Entities - Non-
monetary Contributions by Venturers. It also removes the option to account for jointly
controlled entities (JCEs) using proportionate consolidation. Instead, JCEs that meet the
definition of a joint venture must be accounted for using the equity method,

PFRS 12, Disclosure of Involvement with Other Entities

This standard becomes effective for annual periods beginning on or after January 1, 2013.

It includes all of the disclosures that were previously in PAS 27 related to consolidated
financial statements, as well as all of the disclosures that were previously included in PAS 31
and PAS 28  These disclosures relaie to an entity’s interests in subsidiaries, joint
arrangements, associates and structured entiies. A number of new disclosures are also
required.

PFRS 13, Fair Value Measurement

This standard becomes effective for annual periods beginning on or after January 1, 2013.
PFRS 13 establishes a single source of guidance under PFRS for all fair value measurements.
PERS 13 does not change when an entity is required to use fair value, but rather provides
guidance on how to measure fair value under PFRS when fair value is required or permitted.
The Company is currently assessing the impact that this standard will have on the financial
position and performance,

Effective in 2014

PAS 32, Financial Instruments: Presentation - Offsetting Financial Assets and Financial
Liabilities

The amendments to PAS 32 are to be retrospectively applied for annual periods beginning on
or after January 1, 2014. These amendments to PAS 32 clarify the meaning of “currently has
a legally enforceable right to offset” and also clarify the application of the PAS 32 offsetting
criteria to settlement systems (such as central clearing house systems) which apply gross
settlement mechanisms that are not simultaneous. The Company is currently assessing impact
of the amendments to PAS 32.

Fffective in 2015

PERS 9, Financial Instruments: Classification and Measurement

The standard is effective for annual periods beginning on or after January 1, 2015.

PFRS 9 as issued reflects the first phase on the replacement of PAS 39 and applies to
classification and measurement of financial assets and financial liabilities as defined in PAS
39. In subsequent phases, hedge accounting and impairment of financial assets will be



addressed with the completion of this project expected on the first half of 2012, The adoption
of the first phase of PFRS 9 will have an effect on the classification and measurement of the
Company’s financtal assets, but will potentially have no impact on classification and
measurements of financial liabilities.

After consideration of the result of its impact evaluation, the Company has decided not to
early adopt either PFRS 9 (2009) or PFRS 9 (2010) for its 2011 annual financial reporting. It
shall conduct in early 2012 another impact evaluation using the outstanding balances of the
financial statements as of December 31, 2011, The Company will disclose in the March 31,
2012 intertm financial statements whether to adopt the PFRS 9 (2009) or PFRS 9 (2010) on
its 2012 financial reporting. If the decision of the Company is to adopt PFRS 9 on its 2012
financial reporting, the interim report by March 31, 2012 will reflect the application of the
requirements under the said standard and will contain a qualitative and quantitative discussion
of the result of the Company’s impact evaluation.

e Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate

This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors which should be
applied retroactively and prospectively. The interpretation requires that revenue on
construction of real estate be recognized only upon completion, except when such contract
qualifies as construction contract to be accounted for under PAS 11, Construction Contracts,
or involves rendering of services in which case revenue is recognized based on stage of
completion. Contracts involving provision of services with the construction materials and
where the risks and reward of ownership are transferred to the buyer on a continuous basis
will also be accounted for based on stage of completion.

Cash on hand and in bank
Cash includes cash on hand and deposits held on demand with banks.

Financial Instruments

Date of recognition

The Company recognizes a financial asset or a financial liability on the statement of financial
position when it becomes a party to the contractual provisions of the instrument. Purchases or
sales of financial assets that require delivery of assets within the time frame established by
regulation or convention in the marketplace are recognized on the trade date.

Initial recognition

All financial assets are initially recognized at fair value. Except for financial assets at fair value
through profit or loss (FVPL), the initial measurement of financial assets includes transaction
costs. The Company classifies its financial assets in the following categories: financial assets at
FVPL, held-to-matunity (HTM) investments, AFS financial assets, and loans and receivables.
Financial habilities are classified as either financial liabilities at FVPL or other financial
liabilities.

The classification depends on the purpose for which the investments were acquired and whether
these are quoted in an active market. Management determines the classification of its investments
at initial recognition and, where allowed and appropriate, re-evaluates such designation at every
reporting date.

Financial instruments are classified as liability or equity in accordance with the substance of the
contractual arrangement. Interest, dividends, gains and losses relating to a financial instrument or
a component that is a financial liability, are reported as expense or income. Distributions to
holders of financial instruments classified as equity are charged directly to equity, net of any
related income tax benefits.



As of March 31, 2012 and December 31, 2011, the Company has no financial assets and liabilities
at FVPL and HTM investments. In 2011, the Company disposed all of its AFS financial assets.

Determination of fair value

The fair values for financial instruments traded in active markets at the financial reporting date are
based on their quoted market prices or dealer price quotations (bid price for long positions and ask
price for short positions), without any deduction for transaction costs. When current bid and ask
prices are not available, the price of the most recent transaction provides evidence of the current
fair value as long as there has not been a significant change in economic circumstances since the
time of the transaction,

For all other financial instruments not listed in an active market, the fair value is determined by
using appropriate valuation techniques. Valuation techniques include net present value
techniques, comparison to similar instruments for which market observable prices exist, option
pricing models, and other relevant valuation models.

Fair value hierarchy
The Company uses the following hierarchy for determining and disclosing the fair value of
financial instruments by valuation technique:

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

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair
value are observable in the market, either directly or indirectly.

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

Day 1 profit

Where the transaction price in a non-active market is different from the fair value from other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Company recognizes the
difference between the transaction price and fair value (‘Day 1° profit) in profit or loss unless it
qualifies for recognition as some type of asset or liability. In cases where use is made of data
which 1s not observable, the difference between the transaction price and model value is only
recognized in profit or loss when the inputs become observable or when the instrument is
derecognized. For each transaction, the Company determines the appropriate method of
recognizing the ‘Day 1> profit amount.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments and fixed
maturities that are not quoted in an active market. They are not entered into with the intention of
immediate or short-term resale and are not classified as other financial assets held for trading,
designated as AFS or financial assets designated at FVPL. This accounting policy relates to the
statement of financial position caption “Cash on hand and in bank”.

After initial measurement, the loans and receivables are subsequently measured at amortized cost
using the effective interest rate method, less any allowance for impairment. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees that are an
integral part of the effective interest rate. The amortization is included in the interest income in
the statement of income. The losses arising from impairment of such loans and receivables are
recognized in provision for impairment losses in the statement of income.

- AFS financial assets
AFS financial assets are those which are designated as such or do not qualify to be classified as
designated as at FVPL, HTM investments or loans and receivables.



Financial assets may be designated at initial recognition as AFS if they are purchased and held
indefinitely, and may be sold in response to liquidity requirements or changes in market
conditions. AFS financial assets include equity securities.

After initial measurement, AFS financial assets are measured at fair value. The unrealized gains
and losses arising from the fair valuation of AFS financial assets are excluded from reported
earnings and are reported as “Reserve for fluctuation on available-for-sale financial assets” in the
statement of financial position.

When the security is disposed of, the cumulative gain or loss previously recognized in other
comprehensive income is recognized in profit or loss. Where the Company holds more than one
investment in the same security, these are deemed to be disposed of on a first-in, first-out basis.
Interest earned on holding AFS financial assets are reported as interest income using the effective
interest rate. Dividends earned on holding AFS financial assets are recognized in the statement of
income when the right of payment has been established. The losses arising from impairment of
such investments are recognized in the statement of income.

Other financial liabilities

Other financial liabilities pertain to issued financial instruments that are not classified or
designated as at FVPL and contains contractual 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.
After initial measurement, other financial liabilities are subsequently measured at amortized cost
using the effective interest rate. Amortized cost is calculated by taking into account any discount
or premium on the issue and fees that are an integral part of the effective interest rate.

This accounting policy applies primarily to the Company’s accrued expenses and other payables
and other obligations that meet the above definition (other than liabilities covered by other
accounting standards, such as income tax payable).

Derecognition of Financial Assets and Liabilities
Financial asset

A financial asset (or, where applicable a part of a financial asset or part of a group of financial

assets) is derecognized when:

a. the nght to receive cash flows from the asset has expired;

b. the Company retains the right to receive cash flows from the asset, but has assumed as
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or

c. the Company has transferred its right to receive cash flows from the asset and either (1) has
transferred substantially all the risks and rewards of the asset, or (i1} has neither transferred
nor retatned the risks and rewards of the asset but has transferred the control of the asset.

Where the Company has transferred its right to receive cash flows from an asset or has entered
into a “pass-through™ arrangement, and has neither transferred nor retained substantially alt the
risks and rewards of the asset nor transferred control of the asset, the asset is recognized to the
extent of the Company’s continuing involvement in the asset. Continuing involvement that takes
the form of a guarantee over the transferred asset is measured at the lower of original carrying
amount of the asset and the maximum amount of consideration that the Company could be
required to repay.

Financial liability

A financial liability is derecognized when the obligation under the liability is discharged,
cancelled, or has expired. Where an existing financtal liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are substantiafly
modified, such an exchange or modification is treated as a derecognition of the original liability
and the recognition of a new liability, and the difference in the respective carrying amounts is



recognized in the statement of income.

Impairment of Financial Assets

The Company assesses at each financial reporting date whether there is objective evidence that a
financial asset or group of financial assets is impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a
result of one or more events that has occurred after the initial recognition of the asset (an incurred
‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of
the financial asset or the group of financial assets that can be reliably estimated.

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

Loans and receivables

For loans and receivables carried at amortized cost, the Company first assesses whether objective
evidence of impairment exists individually for financial assets that are individually significant, or
collectively for financial assets that are not individually significant. If the Company determines
that no objective evidence of impairment exists for individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses for impairment. Those characteristics are relevant to the
estimation of future cash flows for groups of such assets by being indicative of the debtors’ ability
to pay all amounts due according to the contractual terms of the assets being evaluated. Assets
that are individually assessed for impairment and for which an impairment loss is, or continues to
be recognized, are not included in a collective assessment for impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of the
estimated future cash flows (excluding future credit losses that have not been incurred). The
carrying amount of the asset is reduced through use of an allowance account and the amount of
loss is charged against the statement of income. Interest income continues to be recognized based
on the original effective interest rate of the asset. Loans, together with the associated allowance
accounts, are written-ofl’ when there is no realistic prospect of future recovery and all collateral
has been realized. If, in a subsequent year, the amount of the estimated impairment loss decreases
because of an event occurring after the impairment was recognized, the previously recognized
impairment loss is reduced by adjusting the allowance account. If a future write-off is later
recovered, any amounts formerly charged are credited to the current operations. The present
value of the estimated future cash flows is discounted at the financial asset’s original effective
interest rate. If aloan has a variable interest rate, the discount rate for measuring any impairment
loss is the current effective interest rate, adjusted for the original credit risk premium. The
calculation of the present value of the estimated future cash flows of a collateralized financial
asset reflects the cash flows that may result from foreclosure less costs for obtaining and selling
the collateral, whether or not foreclosure is probable.

For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis
of such credit risk characteristics as past-due status and term.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are
estimated on the basis of historical Joss experience for assets with credit risk characteristics
similar to those in the Company. Historical loss experience is adjusted on the basis of current
observable data to reflect the effects of current conditions that did not affect the period on which
the htstorical loss experience is based and to remove the effects of conditions in the historical
period that do not exist currently. Estimates of changes in future cash flows reflect, and are
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