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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
c) 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.
2. Summary of Significant Accounting Policies
Basis of Preparation
The accompanying interim financial statements have been prepared on a historical basis, except
for available-for-sale (AFS) financial assets that have been measured at fair value. These
financial statements are presented in Philippine Peso (P
=), 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
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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
PFRS 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
 PAS 12, Income Taxes - 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.
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Effective 2013
 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 1, 2012. The
amendments to PAS 1 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
items 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 rewording.
 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), Investments 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
liabilities;
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;
c) 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:
i. Amounts related to recognized financial instruments that do not meet some or
all of the offsetting criteria in PAS 32; and
ii. Amounts related to financial collateral (including cash collateral); and
e) The net amount after deducting the amounts in (d) from the amounts in (c) above.
3

The amendment affects disclosures only and has no impact on the Company’s financial
position or performance.
 PFRS 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 - Nonmonetary 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 relate to an entity’s interests in subsidiaries, joint
arrangements, associates and structured entities. 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.
PFRS 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.
Effective in 2015
 PFRS 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
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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 financial 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 interim 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 June 30, 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.


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-maturity (HTM) investments, AFS financial assets, and loans and receivables.
Financial liabilities 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.
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As of June 30, 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 is 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.
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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 right 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 (i) has
transferred substantially all the risks and rewards of the asset, or (ii) has neither transferred
nor retained 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 all 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 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 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
7

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-off 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 a loan 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 loss 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 historical 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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directionally consistent with the changes in related observable data from period to period (such as
changes in unemployment rates, property prices, commodity prices, payment status, or other
factors that are indicative of incurred losses in the Company and their magnitude). The
methodology and assumptions used for estimating future cash flows are reviewed regularly by the
Company to reduce any difference between loss estimate and actual loss experience.
AFS financial assets
In case of equity securities classified as AFS financial assets, impairment would include a
significant or prolonged decline in the fair value of the investments below its cost. When there is
evidence of impairment loss, the cumulative loss - measured as the difference between the
acquisition cost and the current fair value, less any impairment loss on that financial asset
previously recognized in the statement of income - is removed from other comprehensive income
and recognized in profit or loss. Impairment losses on equity securities are not reversed through
the statement of financial performance. Increases in fair value after impairment are recognized in
other comprehensive income.
Offsetting
Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and
settle the liability simultaneously.
Equity
Capital stock
Capital stock is measured at par value for all shares issued.
Deficit
Deficit represents the cumulative amount of net losses of the Company.
Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured.
Interest income
Interest income is recognized as the interest accrues, taking into account the effective yield on the
asset.
Expenses
Expenses are decreases in economic benefits during the accounting period in the form of outflows
or decreases of assets or incurrence of liabilities that result in decreases in equity, other than those
relating to distributions to equity participants. Expenses are recognized in profit or loss in the
period these are incurred.
Income tax
Current tax
Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used
to compute the amount are those that have been enacted or substantially enacted as of the
reporting date.
Deferred tax
Deferred income tax is provided, using the liability method, on all temporary differences at the
reporting date between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.
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Deferred tax liabilities are recognized for all taxable temporary differences with certain
exceptions. Deferred income tax assets are recognized for all deductible temporary differences
and net operating loss carry over (NOLCO) to the extent that it is probable that taxable income
will be available against which the deductible temporary differences and NOLCO can be utilized.
The carrying amount of deferred tax assets is reviewed at each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable income will be available to allow all or
part of the deferred income tax asset to be utilized. Unrecognized deferred tax assets are
reassessed as of the reporting period and are recognized to the extent that it has become probable
that future taxable income will allow all or part of the deferred tax assets to be recovered.
Deferred tax assets and liabilities are measured at the tax rate that is applicable to the period when
the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted as at the reporting period.
Deferred tax assets and liabilities are offset, if a legally enforceable right exists to set off current
tax assets against current income tax liabilities and the deferred income taxes relate to the same
taxable entity and the same taxation authority.
Value-added tax (VAT)
Revenue, expenses and assets are recognized net of the amount of sales tax except:



where the tax incurred on a purchase of assets or services is not recoverable from the tax
authority, in which case the tax is recognized as part of the cost of acquisition of the asset or
as part of the expense item as applicable; and,
receivables and payables that are stated with the amount of tax included.

The net amount of tax recoverable from the tax authority is included as part of “Other current
assets” in the statement of financial position.
Basic/Diluted Earnings Per Share
Basic/diluted earnings per share (EPS) is computed based on the weighted average number of
common shares outstanding after giving retroactive effect to stock dividends declared and stock
rights exercised during the year.
Provisions
Provisions are recognized when the Company has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation. Where the Company expects some or all of a provision to be reimbursed, the
reimbursement is recognized as a separate asset but only when the reimbursement is virtually
certain. The expense relating to any provision is presented in the statement of income, net of any
reimbursement.
Contingencies
Contingent liabilities are not recognized in the financial statements. These are disclosed unless
the possibility of an outflow of resources embodying economic benefits is remote. Contingent
assets are not recognized in the financial statements but are disclosed when an inflow of economic
benefits is probable.
Events After the Reporting Date
Post year-end events that provide additional information about the Company’s position at the
reporting date (adjusting events) are reflected in the financial statements. Post year-end events
that are not adjusting events are disclosed in the notes to the financial statements when material.
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3.

Significant Accounting Judgments and Estimates
The preparation of the accompanying financial statements in conformity with PFRS requires
management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. The estimates and assumptions used in the accompanying
financial statements are based upon management’s evaluation of relevant facts and circumstances
as of the date of the financial statements. Actual results could differ from such estimates.
Judgments and estimates 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.
Use of Estimates
The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting period, 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 as follows.
Estimating allowance for impairment losses on receivables
The Company maintains an allowance for credit losses based on the result of the individual and
collective assessment under PAS 39. Under the individual assessment, the Company is required
to obtain the present value of estimated cash flows using the receivable’s original effective
interest rate. Impairment loss is determined as the difference between the receivable’s, carrying
balance and the computed present value. Factors considered in individual assessment are
payment history, past due status and term. The collective assessment would require the Company
to classify its receivables based on the credit risk characteristics (payment history, past-due status
and term) of the customers. Impairment loss is then determined based on historical loss
experience of the receivables grouped per credit risk profile. 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 historical loss experience is based, and to remove the effects of
conditions in the historical period that do not exist currently. The methodology and assumptions
used for the individual and collective assessments are based on management’s judgments and
estimates. Therefore, the amount and timing of recorded expense for any period would differ
depending on the judgments and estimates made for the year.
As of June 30, 2012, receivables amounting to P
=1,066,172 have been fully provided with
allowance for impairment losses.
Impairment of AFS financial assets
The Company treats AFS equity securities as impaired when there has been a significant or
prolonged decline in the fair value below cost or where other objective evidence of impairment
exists. The determination of what is ‘significant’ or ‘prolonged’ requires judgment. The
Company treats ‘significant’ generally as 20% or more or ‘prolonged’ as greater than 6 months
for quoted equity securities. In addition, the Company evaluates other factors, including normal
volatility in share price for quoted equities.
Recognition of deferred tax assets
Deferred tax assets have not been recognized in respect of NOLCO and allowance for impairment
losses that are available for offset against future taxable income or tax payable, which shall be
available for the three succeeding years, because management believes that it is more likely than
not that the tax benefits of these will not be realized in the future.
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4.

Cash on hand and in bank
This account consists of:
Cash on hand
Cash in bank

June 31,
2012
P
=5,000
2,345,868
P
=2,350,868

December 31,
2011
=4,959
P
3,540,304
=3,545,263
P

Cash in bank earns interest at the prevailing bank deposit rates. Interest earned on cash in bank
amounted to =
P52,583 and P
=13,030 in June 30, 2012 and December 31, 2011, respectively.
5.

Other Current Assets - net
This account consists of:
Prepaid taxes
Creditable withholding tax
Input VAT
Prepaid expenses
Maintenance Fee
Less allowance for impairment losses

6.

June 30,
2012
P
=1,976,300
1,137,430
931,534
10,000
125,000
4,180,264
3,966,707
P
=213,557

December 31,
2011
=1,976,300
P
1,137,430
852,977
20,000
3,986,707
3,966,707
=20,000
P

June 30,
2012
5,818
P
=5,818

December 31,
2011
=110,000
P
9,412
=119,412
P

Accrued Expenses and Other Payables
This account consists of:
Accrued expenses
Taxes payable

Accrued expenses and other payables are non-interest-bearing and are generally within 30- to 60day terms.
7.

Equity
Capital Stock
On December 29, 2009, the BOD approved a resolution authorizing the Company to issue a total
of 10,000,000 common shares out of the existing authorized capital stock at a subscription price
of P
=1 per share, or a total price value of P
=10,000,000. Out of the P
=10,000,000 capital stock
subscribed, an amount equal to P
=5,045,000 was paid by the stockholders on the same date.
On January 29, 2010 and February 1, 2010, the Company’s stockholders paid for the outstanding
subscriptions receivable amounting to =
P3,655,000 and =
P1,300,000, respectively.
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8.

Related Party Transaction
The Company entered into an agreement with GNCA Holdings, Inc. (GNCA), an affiliate, for the
sharing of common costs incurred on the leased office space. The agreement provides that the
Company shall pay fixed monthly utility charges of P
=15,000 in lieu of its proportionate share in
monthly rentals on the leased premises.

9.

Basic/Diluted Loss per Share
Basic/diluted loss per share was computed as follows:
Six Months Ended June 30,
Net loss (a)
Weighted average number of outstanding common
shares (b)
Basic/diluted loss per share (a/b)

2012
P
= 887,243

2011
=615,676
P

190,000,000
P
=0.0047

190,000,000
=0.0032
P

Quarter Ended June 30,
Net loss (a)
Weighted average number of outstanding common
shares (b)
Basic/diluted loss per share (a/b)

10.

2012
P
= 584,790

2011
=334,651
P

190,000,000
P
=0.0031

190,000,000
=0.0014
P

Financial Instruments
Fair value information
Due to the short term nature of the Company’s financial instruments, their fair values approximate
their carrying amounts as of June 30, 2012 and December 31, 2011.
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.
Financial Risk Management Objectives and Policies
The Company’s principal financial instruments comprise of cash on hand and in bank, AFS
financial assets and accrued expenses and other payables. The main purpose of the Company’s
financial instruments is to fund it’s operational and capital expenditures.
Exposure to credit, liquidity and market price risks arise in the normal course of the Company’s
business activities. The main objectives of the Company’s financial risk management are as
follows:
 to identify and monitor such risks on an ongoing basis;
 to minimize and mitigate such risks; and
 to provide a degree of certainty about costs.
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Interest rate risk
Interest rate risk is the risk that the value of a financial instrument will fluctuate because of
changes in market interest rate. The Company’s exposure to the risk of changes in market interest
rates relates primarily to the Company’s cash in bank with fixed interest rates.
Credit risk
The investment of the Company’s cash resources is managed so as to minimize risk while seeking
to enhance yield. The Company’s holding of cash exposes the Company to credit risk of the
counterparty if the counterparty is unwilling or unable to fulfill its obligations, and the Company
consequently suffers financial loss. Credit risk management involves entering into financial
instruments only with counterparties with acceptable credit standing.
The maximum exposure to credit risk of the statements of financial position pertains only to cash
on hand and in bank amounting to P
=2,350,868 and P
=3,545,263 as of June 30, 2012 and December
31, 2011, respectively (see Note 4).
The Company’s cash on hand and in bank has high grade credit quality.
The credit quality of the financial assets was determined based on the nature of the counterparty
and the Company’s historical experience with them.
Liquidity risk
Liquidity or funding risk is the risk associated with the difficulty of selling financial assets in a
timely manner at their values to meet obligations.
The Company seeks to manage its liquidity profile to be able to finance capital expenditures and
working capital requirements.
The Company’s accrued expenses and other payables are all due within one year.
Price risk
The Company’s price risk exposure relates to its AFS financial assets where values will fluctuate
as a result of changes in market prices.
Such investment securities are subject to price risk due to changes in market values arising from
factors specific to individual instruments or their issuers or factors affecting all instruments traded
in the market.
Price risk is the risk that future cash flows will fluctuate because of changes in market prices of
individual stocks and the changes in the level of Philippine Stock Exchange index (PSEi).
The sensitivity of net asset value is the effect of the assumed changes in the market index on AFS
financial assets for the effects of the assumed changes in market index.
In 2011, the Company sold its entire AFS financial assets, thus, no impact assessment on net asset
value as at December 31, 2011 was made to determine price risk exposure.
The impact on net asset value is arrived at using the reasonably possible change of PSEi and the
specific adjusted beta of each stock the Company holds. The possible change of PSEi was
determined based on daily movement of PSE index for the past 3 years. Adjusted beta is the
forecasted measure of the volatility of a security or a portfolio in comparison to the market as a
whole.
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Capital Management
The primary objective of the Company’s capital management is to ensure that it maintains a
strong credit rating and healthy capital ratios in order to support its business and maximize
shareholder value. The Company manages its capital structure and makes adjustments to it, in
light of changes in economic conditions.
As of June 30, 2012 and December 31, 2011, the Company has a deficit of P
=187,441,392 and
P
=186,554,148, respectively. The Company’s policy to address the current deficit is to borrow
capital from its shareholders in the form of advances. Also, in 2010, in order to strengthen capital
position and address the deficit incurred due to non-operation, the Company has issued additional
shares amounting to =
P10 million.
The Company is not subject to any externally imposed capital requirement.
11.

Operating Segments
As of June 30, 2012 and December 31, 2011, the Company has no operating segment since it is
not engaged in any investing and operating activity. The Management continues to assess
investment opportunities and various options regarding operations that the Company may
undertake in the future.
The Company has no revenue outside the Philippines and no revenue from a single customer,
hence, the Company did not present geographical information required by PFRS 8.
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