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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 2GIS

INFORMATION STATEMENT PURSUANT TO SECTION 20
OF THE SECI]RITIES RDGULATION CODE

l. Check the appropriate box:

[] Preliminary Information Statement

['r/ | Definitive Information Statement

2. Name ofCorporation as specified in its charter:
MINERALES INDUSTRIAS CORPORATION

3. Province, country or otherjurisdiction of incorporation or organization: Philippines

4. SEC ldentification Number: ,45095-008557

5. BIR Tax Identification Codei 049-004436-077

6. Address of principal office Postal Code: 322 LRI Desier Plaza 210 N. Garcia St.. Makati City

7. Corporation's telephone number, including area code: (632) 897-5257 /817 -6791

8. Date, time and place ofthe meeting ofsecurity holders:
February 8, 2012
3:00 P.M.
Dasmariflas Room
Makati Sports Club, Makati City

9. Approximate date on which the Information Statement is first to be sent or given to security
holders: January 7, 2013

10. In case of Proxy Solicitations:

Name of Person Filing the Statement/Solicitor: The Management of the Corporation

Address and Telephone No.: 322 LRI Desiqn Plaz^ 210 N. Garcia St.. Makati City

I l. Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4 and 8 of the RSA
(information on number ofshares and amount ofdebt is applicable only to corporate registrants):

Title of Each Class Number of Shares of Common Stock
Outstanding and Amount of Debt Outstanding

Common 190,000,000 shares

12. Are any or all of Corporation's Securities Listed with the Philippine Stock Exchange?
Yes (!) No ( )



PART I
INFORMATION REQUIRED IN INFORMATION STATEMENT

A. GEIYERAL INT'ORMATION

Item l. Date, Time and Place of Meeting

The enclosed proxy is solicited for and on behalf of the Management of MINERALES INDUSTRIAS
CORPORATION (hereinafter called the "Corporation") for use in connection with the special meeting
of the stockholders to be held on February 8, 2013, at 3:00 P.M., at the Dasmariftas Room, Makati Sports
Club, L.P. Leviste corner Gallardo Sheets, Salcedo Village, Makati City.

The information statement and form of proxy will be sent to the stockholders of record as of December
14, 2012 (the "Record Date") on or before January 7, 2013.

The matters to be considered and acted upon at such meeling are referred to in the Notice and are more
fully discussed in this statement.

The complete mailing address ofthe Corporation is:

322 LRI Design Plaza 210 N. Garcia St., Makati City, 1200.

Item 2. Dissenter's Right of Appraisal

The Corporation Code limits the exercise ofthe appraisal right to the following instances:

a. In case any amendment to the articles of incorporation has the effect of changing or
restricting the rights of any stockholder or class of share, or of authorizing preferences in
respect superior to those of outstanding shares of any class, or of extendlng or shortening the
term ofcorporate existence (Section 81);

b. In case of the sale, lease, exchange, transfer, mortgage, pledge or other disposition of all or
substantially all ofthe corporate property and assets (Section 8l);

c. In case of merger or consolidation (Section 8l);

d. In case of investments in another corporation, business or puryose (Section 42).

The Corporation's intended acquisition of 75% of the outstanding capital stock of Basic
Environmental Systems & Technologies, Inc. ("BEST") which is one ofthe items listed in the agenda for
the special stockholders' meeting is one of the instances when the appraisal right applies as provided
under the Corporation Code.

The appraisal right shall be available to any stockholder who voted against the proposed action

and any stockholder who wishes to exercise such right must make a written demand, within thirty (30)

days after the date ofthe meeting or when the vote was taken, for the payment ofthe fair market value of
his shares. Upon payment, he must surrender his certificates of stock. No payment shall be made to any

dissenting stockholder unless the Corporation has unrestricted retained earnings in its books to cover such

payment. In connection with this, it is noted that the Corporation currently has no unrestricted retained



eamings in its books. Thus, a dissenting stockholder cannot demand for the payment ofthe fair market
value ofhis shares.

Item 3. Interest of Certain Persons in or Opposition to Matte$ to be Acted Upon

No director, officer, nominee for director, or associate of any of the foregoing, has any substantial
interest, direct or indirect, by security holdings or otherwise, on any matter to be acted upon, except for
Ms. Isabelita P. Mercado (director and treasurer of the Corporation) and Mr. Francis Neil Mercado
(director ofthe Corporation), who hold equity interests in the IPM group of companies. No direclor has

informed the Corporation in writing ofany intention to oppose any action to be taken during the meeting.

B. CONTROL AND COMPENSATION INFORMATION

Item 4. Voting Securities and Principal Holders thereof

(a) As of the Record Date which is December 14, 2012, the date to determine the stockholders
entitled to notice and to vote at the special stockholders meeting on February 8, 2013, the
Corporation has the following outstanding shares:

Common shares (voting) 190,000,000 shares

(b) Only holders of common shares as of the Record Date shall be entitled to vote at the special
stockholders' meeting on February 8, 2013. With respect to the (i) amendment of the articles of
incorporation to change the primary purpose of the Corporation to revert to being a holding
company; (ii) the authorization for the Corporation to issue a total of 500,000,000 shares of stock
to the IPM group of companies; and (iii) the authorization for the Corporation to acquire a total of
615,000,000 shares of stock in Basic Environmental Systems & Technologies, Inc. ("BEST"),
each share of outstanding common stock is entitled to one vote. Further, only the minority
stockholders who are holders of common shares are entitled to vote on the waiver of the rights
offering requirement under the Revised Listing Rules of the Philippine Stock Exchange, Inc.

c'PSE").

(d) Security Ownership ofCertain Record and Beneficial Owners

The foffowing table sets forth as of December 31,2012, the record and/or beneficial owners of more than
5Vio of the outstanding common shares ofthe Corporation and the amount ofsuch record and/or beneficial
ownership.

Title of Name and Name and Address of
Class Address of Beneficial Owner and

Record Owner Relationship with
and Relationship Record Owner

with Issuer
Common PCD Nominee The beneficial owners

Corporation ofsuch shares are
Philippine Depository
& Trust Corporation
(PDTC) participants

Citizenship Number of Percent of
Shares Held Class

Filipino 166,859,774 87.82



who hold the shares on
their behalfor on
behalf oftheir clients

Below is the list of the record owners under PCD account holdins more than 5% of the
outstanding capital stock of the Corporation;

Title of Name and Address of Record Owner and Citizenship Number of Percent of
Class Relationship with Issuer Shares Class

IIeld

Common Meridian Securities, Inc. Filipino 45,159,400 26.63%
Suite 2702 B&C Tektite Tower I Ortisas
Centre, Pasig Cityl

Comnon Angping & Associates Securities, Inc. Filipino 19,663,800 11.60%
Suites 2002/2004, The Peak, 107 Alfaro St.,
Salcedo Village, Makati City'

Common Wealth Securities, Inc. Filipino 14,824,600 8.74%
2 103 PSE Cenfe, Exchange Road
Oftigas Centre, Pasig City'

Common AbacusSecuritiesCorporation
Unit 2904-4 East Tower
PSE Centre, Exchange Road
Ortigas Center, Pasig City"

Filipino 8,530,793 5.03o/o

(e) Security Ownership of Management

The table sets forth as of December 31,2012, the record or beneficial stock ownership of each

Director ofthe Corporation and all Officers and Directors as a group.

' The benelicial owners ofthe shares under the broker's account shall vot€ their r€spective shares during the special
stockholders' mecting of the Coryoration.

2 
The bcneficial owners ofthe sharcs under the broker's account shallvote their respective shares du ngth€ special

stockl,olde6' meeiiDg of the Corporation.

r The beneficial owners ofthe shares under the broker's account shalt vote their respective shares during the special
stockholdeE' meeting of the Coryoration,

" The bcneficial owners ofth€ sharcs under the broker's account shall vote their respective shares during th€ special

stockho lders' meeting of tho Coeoration.

Title of
Class

Name of Beneficial Owner Amount and Nature of
Benelicial Ownership

Citizenship Percent of
Class

Common Alfredo P. Javellana II
Independent Director and

1,000 (Direct)
179,000 (Indirect)

Filipino 0.09474%



Chairman

Common Gener T. Mendoza
Director and President

1,855,000 (Direct) Filipino 0.976324/o

Common lsabelita P. Mercado
Director and Treasurer

1,000,000 (Direct)
500,000 (lndirect)

Filipino 0.78947%

Common Antonio Victoriano F.
Gregorio III

Director

I,000 (Direct) Filipino 0.00053%

Common Witliam D. Ty
Independent Director

2.000,000 (Direct) Filipino r.05263%

Common Fruncis Neil P. Mercado
Director

2,000 (Direct) Filipino 0.00105o/o

Common Joseph Quintin Y. Lao
Director

100,000 (Direct)
5,441,300 (Indirect)

Filipino 2.91647%

Common Ana Maria A. Katigbak
Coryorate Secretarv

0 Filipino 0%

TOTAL 1r,079J00 5.8312r%

All the above named directors and officers ofthe Corporation are the record and beneficial owners ofthe
shares of stock set forth opposite their respective names.

(f) Voting Trust Holders of 57o or more

The Corpomtion is not aware ofany person holding more than 5yo ofthe shares ofthe Corporation under
a voting trust or similar agreement which may result in a change in control ofthe Corporation,

(g) Changes in Control

From January l, 2012 to date, there has been no change in control ofthe Corporation. However, upon the
completion ofthe subscription of 500,000,000 shares by the IPM group of companies and the approval by
the Securities and Exchange Commission of the increase in the authorized capital stock of the
Corporation, the IPM group of companies will own approximately 72.46Vo of the resulting outstanding
capital stock of the Corporation. Thus, a change in the control of the Corporation will ocour upon the
completion of such transaction.

Item 5. Directors and Executive Olficers

(a) Incumbent Directors and Executive Officers.

The Corporation's A(icles of Incorporation provide for a seven seat Board of Directors. The following is
the list of the members of the Board:

Name Position Ase Citizenship
Alfredo P. Javellana ll Chairman / Indeoendent Director 66 Filipino



Gener T. Mendoza Director/ President 54 Filipino
Isabelita P. Mercado Director/Treasurer OL Filipino
William D. Tv IndeDendent Director 67 Filipino
Antonio Victoriano F. Greeorio lll Director 38 Filipino
Francis Neil P. Mercado Director Filipino
Joseph Quintin Y. Lao Direclor 29 Filipino

The following is a list ofthe Corporation's key executive officers as ofthe date of this report:

Name Position Ase Citizensbip
Gener T. Mendoza President 54 Filipino
lsabelita P, Mercado Treasurer 62 Filipino
Ana Maria A. Katiebak Corporate Secreiary 43 Filipino

(b) Term ofoflice.

The term ofolfice ofthe Directors and executive officers is one (l) year from their election as such until their
successors are duly elected and qualified.

(c) Business experience ofthe Directors and O{ficers during the past five (Q years.

ALFREDO P. JAVELLANA II, 66 years old, is an incumbent director of Federal Homes, Inc. Mr.
Javellana earned his Bachelor of Science in Commerce Major in Accounting and Bachelor oflaws from
the University of San Agustin, Iloilo City. He was an independent director ofUBS Securities Philippines,
Inc. from December 16,2009 to February 10, 2010. For the past five years he was a director of
Philippine Savings Bank and Toyota Motor Philippines. Previously, he was the Chief Finance Ofiicer of
the Metropolitan Bank & Trust Company, Inc. He likewise held several other positions in the same bank
prior to his appointment as CFO.

GEI{ER T. MENDOZA, 54 years old, is co-founder and president of GNCA Holdings, Inc. and The
Structured Financial Group Inc. For several years now, he has served as rehabilitation receiver for Pryce
Gases lnc. (2002 to present), as well as consultant to the receiver or liquidator of National Steel
Corporation, and Advent Capital and Finance Corporation. He is also the receiver of Pryce Corporation
(2004 to present) and Pacific Activated Carbon Company Inc. (2011 to present). He was recently
appointed as assignee (in insolvency) of Magellan Cogeneration Inc. (2009 to present), rehabilitation
receiver for five (5) property holding companies owned by Lehman Brothers Holdings Asia Ltd. (2008 to
present) and receiver of Premium Agro-vet Products Inc. /Premium Laboratories Inc. (2009 to present).

Previously, he was a principal at SyCip Gones & Co. (1983 to l99l), vice president for corporate finance
of Kuok Phil. Properties Inc. ( 1994 to 1996) and executive vice president of Crown Equities Inc. (1996).
Mr. Mendoza earned his MBA from the Harvard Business School and his bachelor of science in
management engineering (summa cum laude) from the Ateneo de Manila University.

ISABELITA P. MERCADO, 62 years old, for the past five years has been the chair and chief executive
officer ofIPM Construction and Development Corporation (1991 to present), IPM Environment Services
Inc. (2003 to present), IPM Realty & Development Corporation (1991 to present), IPM Trading and

Development Corporation (1989 to present) and TRX Global Corporation (2008 to present). She also



serves as pr€sident oflee Gardens Property and Development Corporation (1997 to present) and director
ofseveral other companies within the IPM Group.

WILLHM D. TY, 67 years old, for the past five years has been the chair and president of WAM Realty
and Development Corporation (1986-present), WAM Food and Development Corporation (1978-present),
Wellington Investment Manufacturing Corporation (2000-present), and Toyota Cubao Inc. (1999-
present). Apart from his business affiliations and interests, Mr. Ty also serv€s as a regular director of
Organizational Change Consultants Intemational Inc. (1995-present) and the Alioia Tan Ty Foundation
(1994-present).

ANTONIO VICTORIANO F. GREGORIO III, 38 years old, Mr. Gregorio graduated with a Juris
Doctor from the Ateneo de Manila Universiry Second Honors in 1998 and passed the bar examinations in
1999. He also has a Bachelor of Science Major in Management Engineering and a Bachelor of Arts,
Major in Economics-Honors, both from the Ateneo de Manila University, with a standing of magna cum
laude. He was valedictorian ofhis high school class in the Ateneo. Atty. Gregorio is a Partner at Gregorio
Law Offices and sits as director and officer of various public and private cornpanies, including Lodestar
Investments Holdings Corporation (Corporate Secretary and Assistant Corporate Information Ofticer,
2008 to present), Abacus Consolidated Resourcos and Holdings, Inc., AGP Industrial Corporation
(Chairman), Active Eamings, Inc. (Corporate Secretary, 2003 to present), Tajima Yakiniku, lnc.
(Corporate Secretary,2005 to present), Tanba Yakiniku, Inc. (Corporate Secretary and Treasurer), Big
Herald Link lnternational Corporation (Corporate Secretary and Treasurer, 2004 to present), Pride
Development Bank Corporation, among other companies.

FRANCIS-NEIL P. MERCADO, 32 years old, graduated with a Bachelor of Science degree in
Economics and Finance from Southem New Hampshire University, Manchester, New England, USA in
2003. He also completed his Bachelor of Science in Economics from Nottingham University, United
Kingdom in 2001 and Foundation Levels from Bellerby's College, Cambridge, United Kingdom. He sits
as director and/or officer of various companies' including Metroluxury Mining Corp, (2009 to present),

Zinith Mines Inc. (2009-present), IPM Construction and Development Corp. (2007-present), IPM Realty
and Development Corp. (200?-present) and IPM Trading and Development Corp. (2007-present).

JOSEPH QUINTIN Y. LAO, 29 years old, is a graduate of B.S. Commerce major in Computer
Information Systems and Management from the Asia Pacific College, and B.S. International Hospitality
Management wilh specialization in Culinary Arts from the Enderun Colleges + Alain Duoasse Formation,
t 100 Campus Avenue McKinley Hill, Fort Bonifacio, Taguig. From 2004 to present, he has been the

General Manager of Golden Kitchen Food Corporation. He is also the proprietor of JYL's Cafd located at
Oriental Carden's Makati, Chino Roces, Makati City. For the past five years, he has also been the

Corporate Secretary of Splendor Fortune Corporation and Splendor Realty Corporation (2007-present).

AllA MARIA A. KATIGBAK, 43 years old, is a member of the Integrated Bar of the Philippines and a
graduate of Bachelor of Laws at the University of the Philippines. She is a Partner at the Castillo Laman

Tan Pantaleon & San Jose Law Offices. For the past five years, she has served as assistant corporate

secretary in certain publicly-listed companies such as: Marcventures Holdings, Inc., Boulevard Holdings,
lnc., Premiere Entertainment Philippines, Inc., Mabuhay Holdings Corp., Paxys, Inc., Energr
Development Corp., and Solid Group, Inc.

(d) IndepcndentDirectors.

Messrs. Alfredo P. Javellana II and William D. Ty are currently the Corporation's Independent Directors.



Under ils By-Laws, the Corporation is required to have at least two (2) Independent Directors or such
number of Independent Directors as shall be required under the applicable rules and regulations of the
Securities and Exchange Commission.

(e) FamilyRelationship

Ms. lsabelita P, Mercado is the mother of Mr. Francis Neil P. Mercado. Apart from tlre foregoing there
are no other family relationships, either by consanguinity or affinity, among the directors and executive
offi cers of the Corporation.

(g) Resignation/Re-election

Since the last annual stockholders' meeting of the Corporation, no Director has resigned or declined to
stand for reelection to the Board of Directors of the Corporation because of disagreement with the
Corporation on any matter relating to the Corporation's operations, policies or practices.

(h) Involvement in Legal Proceedings

To the best of the Corporation's knowledge, there has been no occurrence during the past 5 years up to
the present date of this Information Statement of any of the following events that are material to an
evaluation of the ability and integrity of any director, executive officer, or controlling person of the
Corporation:

o Any bankruptcy petition filed by or against any business of whioh the person was a
general partner or executive officer, either at the time of the bankruptcy or within 2 years
prior to that time;

. Any conviction by final judgment, including the nature of the offense, in a criminal
proceeding, domestie or foreign, or being subject to a pending criminal proceeding
domestic or foreign, traffic violations and other minor offenses;

. Being subject to any order, judgment, or decree, not subsequently reversed, suspended or
vacated, of any court of competent jurisdiction, domestic or foreign, permanently or
temporarily enjoining baning, suspending or otherwise limiting his involvement in any
type ofbusiness, securities, commodities or banking activities; and

. Being found by a domestic or foreign court of competent jurisdiction (in a civil action),
the SEC or comparable foreign body, or a domestic or foreign exchange or other
oryaniznd trading market or self-regulatory organization, to have violated a securities or
commodities law or regulation, and the judgment has not been reversed, suspended or
vacated.

(i) Signilicantemployees

There are no employees identified for disclosure to which the operational decisions and strategies of the
Company are entirely dependent on.

(j) Certaitr Relationships and Related Transactions

The Company did not engage in any transaction with related parties for the last five (5) years of
operations.

Item 6. Compensation Plan



There are no items to b€ taken up with respect to compensation plans.

C. ISSUAIYCE AND EXCIIANGE OF SECURITIES

Item 7. Authorization or Issuance of Securities Other than for Exchange

(a) Issuance of Shares to IPM groap.Included in the agenda for the special stockholders' meeting
of February 8,2013, is the approval oflhe issuance ofa total of500,000,000 common shares to
the IPM group of companies at the par value ofPhp1.00 per share. The shares to be issued shall
come from the Php500,000,000 increase in the authorized capital stock of the Corporation,
previously approved by the shareholders at the stockholders' meeting held on December 20,
1999. At the meeting ofthe stockholders held on August 31, 2007, the stockholders approved the
delegation to the Board of Directors ofthe prerogative to determine the investor/s to whom shares
may be issued from such increase in authorized capital stock and from the then unissued capital
stock of the Corporation. The PSE Listing Rules require that in case of issuance by a listed

company of shares amounting to at least 10% but not more than 35Vo of the total issued and

outstanding capital stock ofthe issuer through a single or creeping transactions within a period of
12 months, the issuer is required to sec.ure stockholders' approval of the transaction either in a
regular or special stockholders' meeting. For related party transactions, in addition to
stockholders' approval, the waiver ofthe PSE requirement to conduct a rights or public offering
of the shares so subscribed must also be granted by a majority vote representing the outstanding
shares held by the minority stockholders present or represented at the meeting. Thus, during the

special stockholders' meeting of February 8,2013, the Corporation shall secure (a) stockholders'
approval of the transactioMssuance of 500,000,000 common shales to the IPM gSoup of
companies; and (b) the waiver by majority vote of the minority stockholders present or
represented at the meeting of the PSE requirement to conduct a rights or public offering of the

shares so subscribed.

All the common shares to be issued under the proposed transaction shall have the same dividend
and voting rights as the Corporation's outstanding common shares, The preemptive right has been

denied under the Corporation's Articles of Incorporation.

Any change in control in the Registrant shall be subject to the requirements ofthe Corporation's
By-laws on the nomination and election of directors, and holding of stockholders' and board

meetings.

The issuance of the new common shares discussed above, will enable the Company to acquire

75% ownership in BEST (as discussed below), thereby improving shareholder value. Existing
shareholders before the issuancg of the new shares will continue to enjoy the same shareholder

rights but shall be subject to dilution upon the completion ofthe transaction,

Capital sfucture ofthe Corporation before and after the transaction:

l0



(b)

BEFORE AFTER
Authorized caoital stock 240,000,000 740.000.000
Issued/ outstandins t90,000,000 690,000,000
Listed Shares 190.000.000 690,000,000
Par Value Per Share Phpl.00 Phpl.00

Acquisition oJ 75o/. of BEST. The Corporation likewise intends to acquire 75% of the
outstanding capital stock of Basic Environmental Systems & Teohnologies, Inc. ("BEST"), a
corporation organized and existing under Philippine law, and engaged in the business of
contracting and consulting business for waste rnanagement, public cleansing and general hygiene,
and comprehensive waste disposal servioes. BEST is in the process of increasing its authorized
capital stock from Php20,000,000 to Php820,000,000. Out of the Php800,000,000 increase in
authorized capital stock, the amount of Php200,000,000 has been subscribed by the existing
stockholders of BEST. The Corporation intends to acquire 600,000,000 shares at the par value of
Phpl.00 per share, which will come from the remaining Php600,000,000 unsubscribed portion of
BEST's increase in authorized capital stosk. In addition, the Corporation will also acquiro lhe
existing subscription rights to 15,000,000 shares, in order to bring the Corporation's total
shareholdings to 615,000,000 shares or 75olo ofBEST's resulting outstanding capital stock.

Brie-f Descriotion and Nature ofBusiness oLBEST

Basic Environmental Systems and Technologies, Inc. (BEST) is a Philippine corporation
established on September 15 , 1999. The primary purpose ofthe corporation is to engage in the
conhacting and consulting business for waste management, public cleansing and general hygiene
and to provide comprehensive waste disposal services.

BEST is a major waste management consultant for cleaner and greener environment thmugh the
full support in the implementation of the program to reuse, recycle and reduce waste. As a
contribution to this aspiration, BEST initiated the putting up of a technology that will convert
solid municipal waste into alternative fuel,

Dividends

Registrant: There are no dividends in arrears. Neither is there any default in principal or interest
with respect to any security of the Registrant. The Corporation has only one class of stock that
are thg common shmes. Common shareholders are not entitled to cumulative dividends,

BESIF: BEST has no dividends in arrears. Neither is there any default in principal or interest with
respect to any seourity of BEST. BEST has only one class of stock, which are the common
shares. Common shareholders are nct entitled to cumulative dividends.

Comparative Financial Inlormaion on lhe Registrant and BEST

ll



MIG (Php) EEST (Php)
2010 Audited 2011 Audited 2010 Audited 201I Audited

Net Sal€roperating
Revenue

a nla 23,O21,7il 58,436,041

Income (lossl from
continuing
ooerations

(1,334,004) (3,424,062) 580,148 4,545,198

Long-term
obligations and
redeemable pr€fefted
shares

nla nla 100,283,934 235,869,723

Comparative Share Dala on the Registrant and BEST

Mlc {Php) BEST (Php)
2010 Audited 2011 Audited 2010 Audited 20ll Audited

Book value per
share

0.04 0.018 12.51 17.05

Cash dividends per
shafe

nia nla nla

lncome (loss) from
continuing
operations per
share

(0.007) (0.018) .ctt 4.55

Regulatory Requirements

The Corporation and BEST will comply vith any reg)latory requirements and approvals
of the Securities and Exclrsnge Commission, Philippine Stock Exchange ("PSE") in connection
with the plonned acquisition of 75ok of BEST. Both companies are in the process of completing
the requirements and obtaining corporate and regulatory approvals Jor this transaction.

Due Dilipence Relatins to the Trunsaction

The Corporalion obtained the services of Castillo, taman, Tan, Pantaleon, & San Jose Law Firm
(CLTPSJ) to undertake the legal due diligence on BEST.

The Company's Corporate Secretary, Ana Maria A. Katigbak, is a partner in CLTPSJ. CLTPSJ
is a general practice law firm and has been engaged as counsel for several transactions similar to the one

being proposed.

The valuation and consideration for the acquisition of BEST shares and the issuance of MIC
shares was determined after the results of the due diligence, and the negotiations with the principal
shareholders ofBEST.

Trading Price on the Philippine Stock Exchange

I2



Registrant: The following were the high and low sale prices of the Company's common
shates on the PSE on December 28, 2012 or the day prior to the disclosure ofthe foregoing transaction:

High: 5.97
Low: 5.93
Close:5.97

BEST: The shares of BEST are not listed on ary Exchange.

B. Finaacial Informatian on the Registrsnt afld BEST

Please see the accompanying Management Report ofthe Corporation and BEST for the
information required under Part I, Pars. (A), (B), and (C) ofSRC Annex C.

D, OTIIERMATTERS

Item 8. Action with respect to Reports

Summary of ltems to be Submitted for Stockholders' Approval

b) Ammilment of the Prtmary Purpose Clause to reaert to berng a holding
cotttpany

The Board of Directors of the Corporation, at a special meeting held on March 24,2O1l
approved, and recommended for stockholders' approval the amendment ofthe Articles of Inoorporation
ofthe Corporation in order to change the primary purpose clause ofthe Corporation, to revert to being a
holding company.

(h) Issuanee of 500,000,000 shates to IPM group of companies

To be submitted for stockholders' approval is the additional issuance of 500,000,000 common
shares to the IPM group of companies in compliance with the requirements of the PSE Revised Listing
Rules.

(c) Waioer of the majotity of the minortty stockholilers of rights or public olfefing
rcqufuetnent

The waiver by the majority ofthe minority stockholders of the requirement to conduct a rights or
public offering of the shares subscribed on the proposed transaction shall also be secured, in compliance
with the requirements of Article V, Section 5 of the PSE Revised Listing Rules .

(d) The inoestment into Basic E loiron nentdl Systems auil Technologies llr'a
('BEST') tesulting in the acquisition by the CompaflU of 750/o outnership ia BEST

The Corporation intends to acqtire 7 5Yo of the outstanding capital stock of Basic Environmental
Systems & Technologies, Inc. ('BES'I"), a corporation organized and existing under Philippine law, and

l3



engaged in the business of contracting and consulting business for waste management, public cleansing
and general hygiene, and comprehensive waste disposal services

Item 9 Mrtters Not Required to be Submitted

No action is to be taken with resoect 10 anv matter which is not reouired to be submitted to a vote of
security holders.

Item l0 Amendment of Charter, ByJaws or Other Documents

The Board of Directors of the Corporation, at a special meeting held on March 24, 20ll
approved, and recommended for stockholders' approval the amendment of the Articles of Incorporation
of the Corporation in order fo change the primary purpose olause of the Corporation, to revert to being a
holding company. The proposed primary purpose clause reads as follows:

"To engage in the business of investment by way of purchase or acquisition of ard to
own, hold, use, sell, assign, transfer, mortgage, pledge, exchange or otherwise dispose real and
personal property of every kind and description, including any share or shares, bonds,
debentures, notes, evidenc€s of indebtedness, voting trust certificates, mortgages, trust r€ceipts,
certificates of interest, other securities, contracts or obligations of any corporation or
corporations, association or associations, partnership, banks and business entities, domestic or
foreign, and to pay therefor, in whole or in part in cash or by exchanging therefor stocks, bonds or
other evidences of indebtedness or securities ofthis or any other corporation, and while the owner
of holder of any such real or personal property, stocks, bonds, debentures, notes or evidences of
indebtedness or other securities, contracts or obligations, to receive, collect and dispose of the
interest, dividends and income arising from such property and to possess and exercise in respect
thereof, all the rights, powers and privileges of ownership, including all voting power on any
stock so owned; to manage any business, joinl venture, firm partnership, corporation, institutions
or entity or otherwise act as manager of said business, joint venture, firm, corporation, institution
or entity as such, or as holding or management corporation thereo{ except management of funds,
securities, portfolios and similar assets of such corporations, entities or institutions nor shall it
engage itself as a broker or a dealer in securities."

The proposed amendment to the Corporation's Articles of Incorporation, as enumerated above,
shall enable the Company to revert to being a holding company and give it more flexibility in looking for
suitable investments.

Item 11. Summary of Voting Matters/Voting Procedures

Summary ofMatterr to be presented to the Stockholders and Voting Procedures

(l) Amendment of the Articles of Incorporation (change of primary purpose) to revert to
being a holding company

(A) Vote required: 2/3 of the outstanding common stoek present in person or by
proxy, provided constituting a quorum.

(B) Method by which votes shall be counted: Each outstanding common stock shall
be entitled to one (t) vote. The votes shall be counted by a show of hands or,
upon motion duly made and seconded, by secret ballot.
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(2)

(4)

Stockholders' approval of the additional issuance of 500,000,000 common shares to the
IPM group ofcompanies in compliance with the requir€ments ofthe PSE Revised Listing
Rules.

(A) Vote required: A majority ofthe outstanding common stock present in person or
by proxy, provided constituting a quorum.

(B) Method by which votes shall be counted: Each outstanding common stock shall
be entitled to one (1) vote. The votes shall be counted by a show of hands or,
upon motion duly made and seconded, by secret ballot.

Waiver by the majority of the minority stockholders of the requirement to conduct a
rights or public offering of the shares subscribed, in compliance with the requirements of
the PSE Revised Listing Rules.

(A) Vote required; A majority of the outstanding common stock held by minority
stockholders present in person or by proxy, provided constituting a quorum.

(B) Method by which votes shall be counted: Each outstanding common stock held
by a minority stockholder shall be entitled to one (1) vote. The votes shall be
counted by a show of hands or, upon motion duly made and seconded, by secret
ballot.

Investment into Basic Environmental Systems and Technologies Inc. ("BEST') resulting
in the acquisition by the Company of 75% ownership in BEST

(A) Vote required: 213 of the outstanding common stock present in person or by
proxy, provided constituting a quorum.

(B) Method by which votes shall be counted: Each outstanding common stock shall
be entitled to one (l) vote. The votes shall be counted by a show of hands or,
upon motion duly made and seconded, by secret ballot.

PART II
INFORMATION REQUIRTD IN A PROXY FORM

Identification

(3)

Item 1.

This proxy is being solicited for and on behalf of the Management of the Corporation. The President of
the Corporation will vote the proxies at the annual stockholders' meeting to be held on February 8, 2013.

Item 2. Instruction

(a) The proxy must be duly accomplished by the stockholder of record as of Record Date. A proxy
executed by a corporation shall be in the form of a board resolution duly certified by the
Corporate Secretary or in a proxy form executed by a duly authorized corporate ollicer
accompanied by a Corporate Secretary's Certificate quoting the board resolution authorizing the
said corporate officer to execute the said proxy.
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(b) Duly accomplished proxies shall be submitted to the Corporate Secretary of the Corporation not
later than January 29, 2013 (not less than 10 calendar days prior to the date of the stockholders'
meeting) at the following address:

The Corporate Secretary
M inerales Industrias Corporation
322 LRI Design Plaza 210 N . Carcia St., Makati City

In case of shares of stock owned jointly by two or more persons, the consent of all co'owners
must be necessary for the execution of the proxy. For persons owning shares in an "and/oC'
capacity, any one ofthem may execute the proxy.

Validation of proxies will be held by the Corporate Secretary and/or Stock Transfer Agent on
February l, 2013 at 10:00 a.m. at the principal office ofthe Corporation at 322 LP.I Design Plaza
210 N. Garcia St., Makati City, Philippines.

Unless otherwise indicated by the stockholder, a stockholder shall be deemed to hav€ designated
the President of the Corporation, as his proxy for the annual stockholders meeting to be held on
February 8,2013.

If the number ofshares ofstock is left in blank, the proxy shall be deemed to have been issued for
all ofthe stockholder's shares ofstock in the Corporation as ofRecord Date.

The manner in which this proxy shall be accomplished, as well as the validation hereof shall be
govemed by the provisions ofSRC Rule 20 (11)(b).

The stockholder executing the proxy shall indicate the manner by which he wishes the proxy to
vote on any ofthe matters in (l) to (4) below by checking the appropriate box. Where the boxes
(or any of them) are unchecked, the stockholder executing the proxy is deemed to have authorized
the proxy to vote for the matter. (Note: If you intend to submit a proxy, please fill up and
submit tbe enclosed proxy instrument, not the following Item 2(h).)

(l) Amendment ofthe Articles of Incorporation (change ofprimary purpose)

! FOR D AGAINST ! ABSTAIN

(2) Issuance of500,000,000 Shares to IPM group ofcompanies

tr FOR C AGAINST ! ABSTAIN

waive the requirement to conduct a rights or

I ABSTAIN

Approval / ratification of investment in 75% ofthe resulting outstanding capital ofBEST

(c)

(d)

(e)

(f)

(g)

(h)

(3) If you are a minority stockholder, you
public offering ofthe shares subscribed.

D FOR ! AGAINST

(4)

! YES lNO

l6
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Item 3. Revocability of Proxy

Any stockholder who executes the proxy enclosed with this statement may revoke it at any time before it
is exercised. The proxy may be revoked by the stockholder executing the same at any time by submitting
to the Corporate Secretary a written notice of revocation not later than the start of the meeting, or by
attending the meeting in person and signifuing his intention to personally vote his shares. Shares
represented by an unrevoked proxy will be voted as authorized by the stockholder.

Item 4. Persons Making the Solicitation

The solicitation is made by t}le Management of the Corporation. No director of the Corporation has
informed the Corporation in writing that he intends to oppose an action intended to be taken up by the
Management ofthe Corporation at t}re annual meeting. Solicitation of proxies shall be made through th€
use of mail or personal delivery by its regular employees. The Corporation shall not engage the services
of special employees or proxy solicitors in the proxy solicitation. The Corporation will shoulder the cost
ofsolicitation, which is estimated to be F10,000.00.

Item 5. Interest of Certain Persons in Matters to be Acted Upon

No director, officer, or associate of aly ofthe foregoing has any substantial interest, direct or indirec! by
security holdings or otherwise, on any matter to be acted upon at the special stockholders' meeting to be
held on February 8, 2013, except as otherwise disclosed in this report.

PART Itr
SIGNATTJRE

Management does not intend to bring any matter before the meeting other than those set forth in the
Notice ofthe annual meeting of stockholders and does not know of any matters to be brought before the
meeting by others. If any other matter does come before the meeting, it is the intention of the persons
named in the accompanying proxy to vote the proxy in accordance with theirjudgment.

ACCOMPANYING THIS INT'ORMATION STATEMENT ARE COPIES OF THE (I) NOTICE
OF TIIE ANNUAL STOCKHOLDERS' MEETING CONTAINING THE AGENDA TIIEREOF;
(2) PROXY INSTRUMENT; AND (C) TIIE CORPORATION'S MANAGEMENT REPORT
PITRSUAITT TO SRC RULE 20 (4).

ITPON TIIE WRTTTEN Rf,,QUEST OF A STOCKHOLDER, TrrE CORPORATION WrLL
PROI{IDE, WITHOUT CIIARGE, A COPY OF THE CORPORATION'S LATEST ANNUAL
REPORT IN SEC FORM 17-A AIYD LATEST QUARTERLY REPORT IN SEC FORM 17.Q
DULY FILED WITH THE SECURITIES AND EXCIIANGE COMMISSION. THE
STOCKHOLDER MAY BE CHARGED A REASONABLE COST FOR PHOTOCOPYING THE
E)ilIIBITS.

ALL REQUESTS MAY BE SENT TO TIIE FOLLOWING:

Minerales Industrias Corporation
322 LRI Design Plaza 210 N. Garcia St., Makati City

Attention: The Corporate Secretary
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After reasonable inquiry and to the best of my knowledge and belief, I certifi, that the information set
forth in this report is true, complete and correct. This report is signed in the City of Makati, January 2,
20t3.

MINERALES INDUSTRIAS CORPORATION

Ana MariaS. Katigbak
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Minerales Industrias Corporation
322 IRI Design Plaza 210 N. Garcia St., Makati City

NOTICE OF ATINUAL MEETING OF STOCKHOLDERS

Dear Stockholders:

Please be notified that a special meeting of stockholders of MINERALES
INDUSTRIAS CORPORATION (the "Corporation") will be held on February 8,2013, at
3:00 p.m., at the Dasmarifras Room, Makati Sports Club, L.P. Leviste comer Gallardo Streets,

Salcedo Village,Makati City, with the following agenda:

1. Call to Order
2. Report on Attendance and Quorum3. Amendment of the Articles of Incorporation to change the primary purpose

clause
4. Issuance of 500,000"000 shares
5. Waiver by the Majority of the Minority Stockholders of the Rights Offering

Requirement
Investment in another corporation
Other Matters
Adioumment

Stockholders of record as of December 14,2Ql2 will be entitled to notice of, and to
vote at said special meeting or any adjoumment or postponement thereof.

Duly accomplished proxies should be submitted to the Corporate Secretary of the
Corporation not later than January 29,2013. Validation ofproxies shall be held on February l,
2013, at l0:00 a.m. at the principal offrce ofthe Corporation.

On the day of the meeting you, or your duly designated proxy, are hereby required to
bring this Notice, and any form of identification (i.e. driver's license, company I.D., TIN card,
etc.) to facilitate registration. Registration starts at exactly 2:00 p.m. and closes at 2:45 p.m.

Makati City, Metro Manila,

January 2,2013.

For the Board of Directors:

6.

8.

Ana Maria A/JKatigbak



PROXY

MINERALES INDUSTRIAS CORPORATION

PROXY SOLICITED ON BEHALF OF THE MANAGEMENT OF MINERALES INDUSTRIAS
CORPORATION FOR TIIE SPECIAL STOCKHOLDERS' MEETING TO BE HELD ON FEBRUARY 8, Z}13, 3SO

P.M. AT TIIE DASMARIITAS ROOM. MAKATI SPORTS CLUB, MAKATI CITY.

Inskuction

(a) The proxy must be duly accomplished by t}re stockholder of record as of Record Date. A Proxy execud by
a corporation shall be in the form of a board resolution duly certified by the Corporate Secretary or in a
prory form execuH by a duly authorized corporate officer accompanied by a CorPorate Secr€tary's

Certificate quoting the board resolution authorizing the said corporate officer to execute the said Proxy.

(b) Duly accomplished proxies may be mailed or submitted personally to the CorPorate Secretary of the
Corporation not later than January 29, 2013 at the following address:

The Corporate Secretary
Minerales Industrias Corporation
322 LRI Design Plaza
210 N. Garcia St., Makati City

(c) In case of shares of stock owned jointly by two or more persons, the consent of all co-onvners must be

necessary for the execution of the proxy. For persons owning shares in an "and/or" caPacity, any one of

them may execute the proxy.

(d) Validation of proxies will be held by the Stock Transfer Agent on February 1, 2013 at 1000 a.n. at the

principal office of the Corporation at 322 LRI Design Ptaza, 210 N. Garcia Street Makati City'

(e) Unless otherwise indicad by the stockholder, a stockholder shall be deemed to have designated the
President of the Corporation, as his proxy for the special stockholders meeting to be held on February 8,

2013.

(0 If the number of shares of stock is left in blan! the proxy shall be deemed to have been issued for all of the

stockholder's shares of stock in the Corporation as of Record Date.

g) The manner in which this proxy shall be accomplished, as well as the validation heleof shall be govemed by
the provisions of SRC Rule 20 (11)(b)

(h) The stockholder executing the proxy shall indicate the manner by which he wishes the Proxy to vote on any

of the matteF in (1), (2), (3) , and (4), below by checking the appropriate box. Where the boxes (or any of
them) are unchecked, tlle stockholder executing the proxy is deemed to have authorized the Proxy to vote

for the matter,

The Undersigned hereby appoints:

The President of Minerales Industrias Corpolation

as his/her/its Proxy to attend the above annual meeting of the stockholders of Minerales Industtias CorPotation,

and any adioumment or postponement thereoL and thereat to vote all shares of stock held by the undersigned as

specified below and on any matter that may properly come before said meeting'

Management recommends a vote for:

(1) Amendment of the Articles of Incorporation (change of primary purpose)

I] FOR tr AGAINST ! ABSTAIN

a)
o,



f

L

(2) Issuance of 500,000,000 Shares to IPM group of companies

I] FOR U AGAINST ! ABSTAIN

(3) If you arc a minority stockholder, you waive the requL€ment to conduct a rights or public offering
of the shares subscribed.

] FOR O AGAINST tr ABSTAIN

(4) Approval / ratification of investment in 75% of the resulting outstanding capibl of BEST

t] YES C NO OABSTAIN

(0 ln their discretion, the Proxies are autltorized to vote uPon such other matters as may ProPerly
come before the meeting.

This proxy when properly executed will be voted in the manner directed above by the undersigned

stockholder. If no direction is made, this proxy will be voted for items 1., 2,3, and 4.

(Signature over printed name, including title
when signing for a corporation or ParbrrshiP
or as an agent, attomey or fiduciary)

Plmse marl, sign, date, and rctum promptly in
accompanying envelope.



MINERALES INDUSTRIAS CORPORATION

MANAGEMENT REPORT
Pursuant to SRC Rule 20 (4)

I. INCORPORATED HEREIN ARE THE AUDITED FINANCIAL STATEMENTS OF
MINERALES INDUSTRIAS CORPORATION FOR THE YEAR ENDED DECEMBER
31, 2OT1 WITII TIIE CORRESPONDING STATEMENT OF MANAGEMENT
RJSPONSIBILITY AND THE I'NAUDITED INTERIM FINANCIAL STATEMENTS
FOR TIIE QUARTER ENDED SEPTEMBER 30,2012.

II. CI{ANGES IN AND DISAGREEMENTS WITH ACCOIJNTANTS ON ACCOIJNTING
A}ID FINATICIAL DISCLOSTJRE

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

IU. MANAGEMENT'S DISCUSSION AND ANALYSIS OR 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 pas! priority will be given to investors who can provide the requisite
financial resources and business base on which to anchor the Company's $owth.

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

MANAGEMENT'S DISCUSSION A}ID ANALYSIS

Audited Financial Stat€ments as ofDecember 31.2011

2071

Income

Income for the year amounted to Php0.099 million, derived mainly from gain on sale of marketable
securities. This is 24%o lower than the Php0.l3 million income posted in 2010.

ExDense

Operating expenses for the year amounted to Phpl.53 million (excluding provision for impairment of
Phpl.99 million). This is a slight increase of 4.80/o over the Phpt.46 million reported in 2010. The
increase mainly came from the following: (i) salaries and wages by 12.60/o from Php0.36 million to
Php0.4l million; (ii) utilities by Php0.06 million to Php0.l8 million, and (iii) ofiice supplies and printing
costs by Php0.06 million related to the holding ofthe annual stockholders' meeting in July.



Net Income/ (Loss)

The twelve-month operation of the Company ended with a net loss of Php3.42 million compared to the
net loss of Php0l.33 million in 2010. This was mainly due to the provision for impairment of input VAT
and creditable withholding tax amounting to Php0.85 million and Phpl.l4 million, respectively.

Financial Condition

Statements of financial position data December 31,
2011

December 31,
2010

% Inc/ (Dec)

Total Current Assets 3.565.263 6.896.096 (48.3o/o)

Total Assets 3.565.263 7.050,420 (49.4o/o)

Toal Curent Liabilities 119.4t2 117.374 1.7%
Total Stockholders' EouiW 3,445,E51 6,933,046 (s0.3%)

The material changes in the statements offinancial position are as follows:

o Total assets decreased by 49.4Vo from Php7.05 million in 2010 to Php3.57 million in 2011 largely
due to the impairment of input VAT and crediiable withholding tax totaling Phpl.99 million.

o Cash and cash equivalents went down by 28.7Yo from Php4.97 million in 2010 to Php3.55 million
in 201 l.

. Current ratio decreased from 58.75x in 2010 to 29.86x in 20ll; net working capital totaled
Php3.45 million in 201 I as compared to Php6.78 million in 2010.

. Total stockholders' equi! went down by 50.3% from Php6.93 million in 2010 to Php3.45 million
in 201 l, due in large part to the provision for impairment as mentioned above.

Liouiditv and Capital Resource

For the year ended December 31, 2011, net cash used in operations amounted to Phpl.6 million as

compared to Phpl.8 million in 2010. The201l total includes the net loss ofPhp3.42 million and gain on
sale of marketable securities of Php0.09 million. For 201 l, provision for impairment of Phpl.99 million
was recognized on the input VAT and creditable withholding tax balances. Prepaid and other current
assets increased also by Php0.08 million while accrued expenses and otlrer payables remained flat.

2010

Income

Income for the year amounted to Php0.l3 million, derived mainly from gain on sale of marketable
securities. This is Php0.l5million lower than the Php0.28 million income posted in 2009.

Exoense

Operating expenses for the year increased by 32Vo from Phpl.ll million in 2009 to Phpl.46 million in
2010. This is due largely to expenses incurred in connection with the issuance of the Phplo million
private placement shares, approved by the Company's board of directors in December 2009 and

completed in early 2010. The following expenses increased: (a) professional fees by 66% from Php0.327



million in 2009 to Php0.543 million; (b) salaries and wages by 24o/o from Php0.29 million to Php0.36
million; and (c) stock listing fee by 8% Fom Php0.25 million to PhpO.27 million.

Net lncome/ (Loss)

The twelve-month operation ofthe Company ended with a net loss ofPhpl.33 million compared to a net
loss of Php0.833 million in 2009.

Financial Condition

Statement$ of linancial position data December 31,
2010

December 31,
2009

Vo Inc/ @ec)

Total Cunent Assets 6.896.096 3,953.749 7 4.4o/o

Total Assets 7.050.420 4,362.103 62%
Total Cunent Liabil ities tt7,374 1.076.023 (89.1%\

Total Stockholders' Equiw 6.933.046 3,286.080 ltl%

The material changes in the statements offinancial position are as follows:

o Total assets went upby 62Yo from Php4.36 million in 2009 to Php7.05 million in 2010 due to the
full settlement ofthe subscriptions receivable on the Phpl0 million private placement shares.

. Cash and cash equivalents increased by 136% from Php2.l million in 2009 to Php4.97 million in
2010; total liabilities declined by 89.1% from Php1.076 million to Php0.l l7 million due to the
settlement of outstanding liabilities, including shareholders advances.

o Current ratio increased from 3.67x in2A09 a 58.75x in 2010; net working capital totaled Php6.78
million in 2010 as compared to Php2.88 million in 2009.

. Total stockholders' equity went up by I l1% from Php3.29 million in 2009 to Php6.93 million in
2010 with the completion ofthe private placement ofshares in early 2010,

Liquiditv and Canital Resource

For the year ended December 31,2010, net cash used in operations amounted to Php1.8 million as

compared to Php0.90 million in 2009. The 2010 total includes the net loss ofPhpl.33 million and gain
from sale of marketable securities ofPhp0.ll million. Prepaid and other current assets increased by
Php0.08 million while accrued expenses and other payables decreased by Php0.27 million.

Advances from shareholders were fully paid, resulting in the decrease in accounts payable by Php0.685
million.

2009

Income

Income for the year amounted to Php0.28 million, derived mainly from gain on sale of marketable
securities. This is PhpO.l1 million higher than the Php0.l9 million income posted in 2008.



bxpense

Operating expenses for the year amounted to Phpl.ll million, 3% lower than the Phpl.l5 million in
2008. This is basically due to decreases in: (a) professional fees by 8% from Php.36 million to Php0.33

million; and (b) office supplies by 56% from Php0.036 million to Php0.0l4 million. The following key
expenses increased: (a) salaries and wages by 7% from Php0.27 mitlion to Php0.29 million; and (b)
r€presentation by 27% from Php.037 million to Php.049 million.

Net Income/ (Loss)

The twelve-month operation ofthe Company resulted into a net loss of Php0.83 million, compared to a
net loss Php0.98 million in 2008.

Financial Condition

Saatements of fi nancial position data December 31,
2009

December 31,
2008

% Inc/ @ec)

Total Cunent Assets 3,953,749 1.877,786 | 71o/o

Total Assets 4.362.r03 r,877,786 132%
Total Cunent Liabilities 1.076,023 1,779,353 (39.53o/o)

Total Stockholders' Eouiw 3,286,080 98.433 3238%

The material changes in the statements offinancial position are as follows:

r Total assets went up by 132% from Phpl.88 million in 2008 to Php4.36 million in 2009 basically
due to the partial payment for subscriptions to the l0 million additional shares comprising the
private placement authorized by the Board of Directors in December 2009.

. Cash and cash equivalents increased by 4576To from Php0.045 million in 2008 to Php2.lmillion
in 2009; total liabilities declined by 39.530/o from PhplJ79 million to Phpl.076 million due to
the settlement of outstanding liabilities, including shareholders advances.

. Current ratio increased from 1.06x in 2008 to 3.67x in 2009; net working capital totaled Php2.88

million in 2009 as compared to Php0.098 million in 2008.

. Total stockholders' equity went up by 3238o/o from Php0.098 million in 2008 to Php3.286 million
in 2009 because ofthe partial subscription payments to the private placement shares.

Liquiditv and Capltal Resource

For the year ended December 31,2009, net cash used in operations amounted to Php.90 million as

compared to Phpl.l6 million in 2008. The 2009 figure includes the net loss ofPhp0.83 million and gein

from sale of marketable securities of Php0.28 million. Prepaid and other current assets went up by

Php0.0? million due to increase in input taxes while accrued expenses and other payables went up by

Php.29 million.

Advances from shareholders were partially paid thereby decreasing the accounts payable for the year by
Pho2.09 million.



Kev Performance Indicators

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

KPI Calculation December 31,
2011

December 31,
2010

December 31,
2009

Current Ratio
0)

Current AssetVCurrent
Liabilities

29.86x 5 8.75x 3.67x

Quick Ratio (2) Cash /Current Liabilities 29.69x 42.34x 1.96x

Debt to Equity
Ratio (3)

LiabilitieV Stockholders'
Equity

0.03x 0.02x 0.33 x

Book Value per
share (4 )

Total Assets -Total LiabilitieV
Outstanding Shares

0.018 0.04 0.017

Loss per Share
(s)

Net LossAlVeighted Average
Number of Shares Outstandine

(0.018) (.007) (.004)

December 31. 2011 December 31. 2010 December 31. 2fi)9

(l) Current Ratio 3,565,263/119,412 6,896,096/117,374 3,953,749/l,076,023
(2) Quick Ratio 3,545,2631119,412 4,969,7601117,374 2,104,78511,076,023

(3) DebtroEquity t19,412t3,445,851 1t7,37416,933,046 1,076,023/3,286,080

(4) Book Value/Share 3,445,851/190,A00,000 6,933,046/190,000,000 3,286,080/190,000,000
(5) Loss per Share 3,424,062i 190,000,000 1,334,004/190,000,000 833,096/190,000,000

The Current Ratio is a general and quick measure ofa company's liquidity. It repres€nts the ratio ofall
cunent assets to all current liabilities. It is also known as the "Working Capital Ratio" because working
capital is the excess ofcurrent assets over current liabilities.

The Quick Ratio is anotler measure of a company's liquidity. It is used to measure a qompany'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 ofdebt 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 ofcommon shares outstanding.

Loss per Share is computed by dividing the net loss by the weiglted average number ofcommon shares
outstanding.

IU,4.NAGEMENT'S DISCUSSION AND ANALYSIS

Third Quarter Ended September 30,2012 Compared lo Third Quarter Ended Seplember 30' 2011

Income

No significant income was recognized for the first nine months of2012 and 2011.



Ooerating Expenses

Operating expenses for the first nine months of 2012 amounted to Phpl.25 million, higher than the
Phpl.O5 million recorded for the same period of20ll. This is basically due to the expenses incurred in
connection with the holding of the Annual Stockholders' Meeting in May, 2012.

Net Income

The first nine months of2012 and 2011 resulted into a net loss of Phpl.19 million and Phpl.04
million, respectively.

Liouiditv and Caoital Resources

For the nine-month period ending September 30,2012, net cash used in operations totaled Phpl.43
million, including a net loss before tax of Phpl.17 million. Prepaid and other currents assets increased by
Php0.l3 million due to increases in input tax and the monthly set-up of the annual listing fee. Accrued
expenses and other payables went down by Php0.ll million due to the settlement of outstanding
liabilities.

For the same period in 201 l, net cash used in operations totaled Php I .27 million, including a net loss

before tax of Phpl.04 million. Prepaid and other currents assets went up by PhpO.l2 million due to
increases in input tax and the monthly set-up of the annual listing fee. Accrued expenses and other
payables declined by Php0.1l million due to the settlement ofoutstanding liabilities.

Third Quarter Ended September 30,2012 Compared to Third Quarter Ended September 30,2011

Income

No significant income was recognized for the third quarter of20l2 and 201|.

Operating Exoenses

Operating expenses for the third quarter ended September 30, 2012 amounted to Php0.32 million. This is
25.3o4 lower than the Php0.42 million incurred for the same period last year,

Net Income

Net loss for the third quarter of 2012 and 20ll amounted to Php0.30 million and Php0.42 million
respectively.

Liquiditv and Capital Resources

For the third quarter ended September 30, 2012, net cash used in operations amounted to Php0.24 million,
including net loss ofPhp0.30 million. Prepaid and oth€r current assets decreased by Php0.06 million.

For the same quarter in 201 l, net cash used in operations amounted to Php0.37 million, including net loss

of Php0.42 million. Prepaid and other current assets went down by Php0.05 million.



Fingncial Position as of September 30, 2012 Compared to Financial Position as ofDecember 31,2011

Statements of financial position data September 30,
2At2

December 31,
201 1

% Inc/ (Dec)

Total Current Assets 2,262,698 3,565,263 (37o/o)

Total Assets 2,262,698 3.565.263 (37%\
Total Current Liabilities 4,818 119.4il (e6%)
Total Stocklolders' Equity 2.2s7.880 3.44s.852 4J4%\

The material changes in the statemenls offinancial position are as follows:

. Total assets declined by 37% from Php3.57 million as of December 3 l, 201 I to Php2.26 million
as of September 30, 2012.

. Cash and cash equivalents declined by 40Vo from Php3.55 million as of Deoember 3l, 2011 to
Php2.l I million as of September 30,2012 total liabilities went down by 960/o from Php0.l 19

million to Php0.005 million due to the settlement ofoutstanding payables.

. Current ratio increased from 29.86x in December 20ll to 469.63x in September 2012; Net
working capital totaled Php2.26 million in September 2012 as compared to Php3.45 million in
December 201 l.

. Total stockholders' equity went down by 34% from Php3.45 million in December 20ll
Php2.26 million in September 2012.

Key Performance Indicators

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

KPI Calculation September 30,
2012

December 31,
2011

Cunent Ratio (1) Cunent Assets/Current
Liabilities

469.63x 29.86x

Quick Ratio (2) Cash /Current Liabilities 438.4lx 29.69x

Debt to Equity Ratio (3) Liabilities/ Stockholden'
EquiW

.002x .035x

Book Value per share (4) Total Assets-Total Liabilities/
Number of Shares Outstanding

.0119 .018

Loss per Share (5) Net LossA eighted Average
Number of Shares Outstanding

(.0063) (.018)

(l) Current Ratio
(2) Quick Ratio
(3) Debt to Equity
(4) Book Value/Share
(5) Loss per Share

Sentember 30. 2012

2,262,698/4,818
2,112,25714,818

4,81812,257,880

2,257,880/l 90,000,000

l,1 87,972l190,000,000

7

December 31. 20ll

3,565,2631119,411
3,545,263/119,4r1
| 19,41113,445,852

3,445,85?/ I 90,000,000

3,424,06Ut90,000,000



No disclosures nor discussions were made for the following since these did not afect the past and present
operations nor the foreseeable future operations of the Company: (a) defoulr or breach of any note, lodn,
lease or other indebtedness or financing arrangement requbing it Io make payments; (b) any signiJicanl
amowt of the Company's trade payables which has not been paid within the stated terms; (c) any
signficant purchase commitment for capital expenditures; (d) any seasonal aspects that have material
ffict on the fnancial condition or results of operations; (e) any known lrends, events or uncertainties
that have had or will have an impact on net sales or revenues.

IV. BRIEF DESCRIPTION OF GENERAL NATURE AND SCOPE OF BUSINESS

OVERVIEW

Minerales Industrias Corporation ("MIC" or the "Company''), formerly Multitech Investments
Corporation was originally organized as a diversified holding company, It was incorporated on August
31, 1995 under the name Armstrong Holdings Corporation as a company primarily engaged in the
business of investment in real and personal property of every kind and description; and in the
management ofany business,joint venture firm, partnership, corporation, institution or entity.

The Company started commercial operations on September 4, 1995 with an initial capitalization of Php
60.0 million. On October 27, 1997, the Company's Board of Directors authorized the additional issuance
ofshares of stock amounting to Php 60.0 million from the unissued portion of the Company's authorizBd
capital stock at a par value ofPhp 1.00 per share.

On June 14, 1998, MIC listed its shares of stock in the Philippine Stock Exchange. The Company offered
for subscription to the public, sixty million (60,000,000) unclassified common shares at an offer price
equal to its par value ofPhp 1.00 per share, increasing the Company's capitalization to Php 180.0 million.
The offer accounted for 33.3%o outstanding capital stock of the Company. Proceeds from the offering
amounting to Php 58.2 million were used to partly finance the additional equity investment in Orion
Savings Bank Inc.

On December 10, 1999, the Company's stockholders and board of directors approved the increase in its
authorized capital stock from 240.0 million shares to 740.0 million shares, all with par value ofPhp 1.00.
On the same date, the Board of Directors resolved to amend the Articles of Incorporation and By-Laws of
the Company, changing the name ofthe Company to Multitech Investments Corporation. The resolutions
were ratified and approved by the stockholders during its annual meeting in June 2000.

On July 26, 2007 and August 3 l, 2007, the Board of Directors and stockholders, respectively approved
the amendment ofthe Articles of Incorporation in order to (a) change the oorporate name ofthe company
frorn Multitech Investments Corporation to Minerales Industrias Corporation, (b) change its principal
office from Pasig City to Makati City and (c) change the primary purpose clause of the Company to
reflect the shift from being an investment company to a mining company.

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

On December 29,2009, the Board of Directors approved the private placement of a total of 10,000,000
common shares out of the unissued authorized capital stock of the Company at a subscription price of
P1.00 per share. Of the total issue price of PI0.0 million, P5.045 million was paid to the Company on
December 3 l. 2009 while the balance was seftled in full on Februarv I, 2010.



On January 29, 2010 and February l, 2010, the Company's shareholders paid for the outstanding
subscriptions receivable amounting to P3,655,000 and P1,300,000, respectively.

BUSINESS DESCRIPTION

MIC embarked on its first strategic investment in August 1996, acquiring a 20Yo stake in Armstrong
Securities, Inc. (ASI) in partnership with EBC Capital Corporation. Nine months later, the Company,
together with Tong Yang Group of Korea, established a thrift bank, Orion Savings Bank Inc. (the
"Bank"). In 1998, the proceeds from the offering of shares to the public were used for the additional
investment of MIC in the Bank. The additional investment increased MIC's ownership stake in the Bank
from twenty percent (20%) to forty percent (40%).

To provide diversity in the portfolio, the Company also invested in Altech Fabrication Indusfies, Inc., f,
manufacturer and contractor of aluminum building materials. The foregoing investment was
subsequently sold in 1997.

In September 1999, Mr. Dante T. Tan acquired for Php 294.25 million, a 59% equity stake in the
Company, equivalent to 107.0 million shares. Capitalizing on the strong showing of its investee
companies, the Company sold Armstrong Securities Inc. and Orion Savings Bank to Golden Maple
Holdings, Inc. and Harrigold Assets, Inc., respectively, for a total consideration of Php 152.3 million in
September 1999. The Company then purchased Php 191.0 million worth of shares of BW Resources

Corporation (now known as "Fairmont Holdings Inc.").

In November 1999, a Subscription Agreement was executed by and between the Company and Mr. Dante
T. Tan, for the latter to subscribe to sixty million (60,000,000) new oommon shares from the unissued
authorized capital stock ofthe Company, for a total subscription price ofPhp 60.0 million.
In May 2000, Mr. Dante T. Tan had asked for the rescission of the subscription agreement. Likewise, Mr,
Tan also has written the Company expressing his withdrawal of interest in further subscribing to the 500

million common shares of the Company which shall come from the Company's intended increase in
authorized capital stock. The Board of Directors has since resolved to rescind the subscription contract
on the 60.0 million common shares and to accept the withdrawal of interest in the subscription of the
500.0 million common shar€s of Mr. Tan.

In April 2002, a Subscription Agreement was signed between the Company and the shareholders of
Intercontinental Paper Industries, Inc. (IPII) where the latter will subscribe to the intended increase of
authorized capital stock of 500,000,000 common shares and to the 60,000,000 rnillion common shares

from the unissued authorized capital stock ofthe Company at Phpl.0O par value. The new Subscribers
will pay for the additional shares with 560,000.000 common shares ("IPII Shares") with par value of
Phpl.0O per share. The IPII Shares represent 100% of the outstanding capital common stock of IPIL
After the issuance by the Company ofthe additional shares to the New Subscribers and the transfer ofthe
New Subscribers' IPII shares to the Company, the paper manufacturing company shall be owned 100%

by the Company. In April 2007, the Subscription Agreement with Shareholders of Intercontinental Paper

Industries Inc. (IPPI) has been rescinded.

INDUSTRY TRENDS/COMPETITION

Despite many challenges brought about by extemal factors, the Philippines managed to grow 3.7 percent

in 201 l. This was much lower than the 7.6 percent posted for the year 2010 which however was aided by
election-related spending. The weaker growth was brought on by the continuing sluggishness in world
economic r€covery, the unexpected uptum in oil prices resulting from the political turmoil in the Middle



East and North Africa, and some natural disasters that directly affected Thailand, Japan and the
Philippines to some extent.

On the supply side, economic growth was supported by the improved agricultural output and the
sustained performance ofthe services sector, particularly the business process outsourcing industry. On
the demand side, the robust consumer spending fueled by strong r€miftances cushioned the decline in
government spending and exports.

The PSE| ended 201I by closing at 4,371.96 points, a modest growth of 4.1 percent over the previous
year's close of 4,201.14 points. In January ofthis year, however, the index set new highs six times before
ending the month at 4,682.44 points or 7. 1 percent higher than the 201 I close. The market surpassed all
expectations when the index hit the 5000-mark early in March and has remained at that level since the
middle of the month. Trading volumes have been robust since the start of the year, in view of substantial
net foreign buying.

The economy is poised to grow at between 4 to 6 percent this year, on the back ofcontinued increases in
govemment infiastructure spending and the expected gowth in private sector investments in mining,
enerry and infrastructure, the latter as a result of implementation ofkey projects under the PPP pmgram.

SOURCES OF RAW MATERIALS AND NAMES OF PRINCIPAL SUPPLIERS

Not Applicable.

DEPENDENCE ON SINCLE CUSTOMER

Not Applicable.

TRANSACTION WITH AND/OR DEPENDENCE ON RELATED PARTIES

Except as disclosed in Note l0 ofthe audited financial statements for 201l, the Company did not engage
in any transaction with related parties for the last five (5) years ofoperation.

PATENTS. TRADEMARKS. ETC.

No product patents, trademarks, licenses were executed for the Company.
GOVERNMENT APPROVALS AND REGULATION

The Company has secured all necessary business permits and licenses granted by the government and its
appropriate agencies, which include the Certificate ofRegistration from the BIR, registration and licenses

from the SEC, Social Security System, etc. At present, the Company does not know any specific
govemment regulation imposed on its business that may have material effect on the Company which it
has not complied with.

RESEARCH AND DEVELOPMENT

Not Applicable.

ENVIRONMENTAL LAWS

Not Applicable.
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HUMAN RESOURCES

The Company had no employee in 2006,2005, 2004,2003 and an average of two (2) employees in 2002,
both ofwhom are regular and categorized as rank and file (operations) employees. The employees were

not subject to any collective bargaining agreements.

Starting in September 2007, the Company hired a full time accountant and liaison staff to handle its
accounting and administrative fu nctions.

V. MARKET PRICE OF AND DIVIDENDS ON TIIE COMPAI{Y'S COMMON EQUTTY

(I) MARKET INFORMATION

The shares of the Company are listed and traded in the Philippine Stock Exchange. The high and low
closing prices of the Company's shares for each quarter within the last two (2) years and the three

ouarters of 20 I 2 are as follows:

Year Quarter High
(in Php)

Low
{in Php)

2010 First
Second
Third
Fourth

4.10
3.s5
3.?8
3.68

2.50
2.65
2.60
2.90

20tr First
Second
Third

Fourth

3.1I
2.85
o,z+
4.60

2.60
2.10
2.51
3.40

2012 First
Second
Third

5.80
). /u
5.85

4.48
4.38
4.96

The closing prices ofthe Company's shares as ofthe latest practicable trading dates are as follows:

Year Month/Date Closing Price (in Php)
2012 October 3 I

November 29
December 28

4.90
tr.J )
5.97

(2) HOLDERS

The Company has only common stock, with P1.00 par value. As ofDecember3l,2012, the number of
common shares issued and outstanding was 190.0 mitlion shares, held by a total of 129 stockholders.

ll



Name No, ofShares Percentase to Total
l. PCD Nominee Corporation (Filipino)
2. Jewelle Y. Lao
3. PCD Nominee Corporation (Non-Filipino)
4. William D. Ty
5. Victoria M. Yazquez
6. Gener T. Mendoza
7. Jocelyn Y. Lao
8. David L. Kho
9. Isabelita P. Mercado
10. Sally Penalosa
I l. David L. Kho ITF Justine Dale Kho
12. David L. Kho ITF Justine Dale Y. Kho
13. Joseph Y. Lao
14. S.J. Roxas & Co., Inc.
15. Violeta L. Lim
16. Mike A. Llorca
17. Ma. Teresita T. De Leon
18. Hanson G. So &/or Larcy Marichi Y. So
19. Pei Zhi Lin

166,8s9,774
7,168,997
2,709,000
2,000,000
2,000,000
I,855,000
1,800,000
I,790,000
t,000,000
1,000,000

423,000
162,000
100,000
r 00,000
74,000
70,000
61,000
61,000
60,000

87.82%
3.77%
l.43Yo
1.05%
1.05%
098%
0.95%
0.94o/o

0.53%
0.53%
0.22%
0.09o/o

0.05%
0.05%
0.04o/o

0.04%
0.03%
0.03%
0.03%
0.03%

TOTAL 99.650/!r89343.77r

The top twenty (20) stockholders ofthe Company as ofDecember 31, 2012 were as follows:

(3) DTVIDENDS

No dividends, either in cash or stock, were declared on the shares for the last four (4) yeam, i.e., 2011,
2010, 2009 and 2008. There are no restrictions that limit the ability to pay dividends on common equity
but the Company, as a general rule, shall only declare from surplus profit as determined by the Board of
Directors so long as such declaration will not impair the capital of the Company.

(4) RECENT SALES OF TJNREGISTERED SECURITIES

No sales of unregistered securities or shares of the Company were made during the past five (5) years.

VI. DISCUSSION ON COMPLIANCE WITH LEADING PRACTICE ON CORPORATE
GOVERNANCE

Minerales Industrias Corporation (Formerly Multitech Investments Corporation) is fully committed in
maintaining a high standard of corporate govemance to protect the interest of its shareholders. It has

complied throughout the period under review with the applicable principles and provisions set out in th€
Revised Code of Corporate Govemance (SEC Memorandum Circular No. 6, series of 2009) and the
Company's 201I Revised Manual on Corporate Governance. The Company has not deviated from its
own Revised Manual on Corporate Govemance.

The Company also continues to review and strengthen its policies and procedures, giving due
consideration to areas that, for the best interests of the Company and its stockholders, need further
improvement. The same is being done by participating in the corporate governance survey of the
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Philippine Stock Exchange, Inc. The Company will put in place a more comprehensive system to ensure
compliance with leading corporate govemance practices as soon as its business becomes fully operational.

Board of Directors

The Board of Directors consists of 7 directors. two of whom are executive officers and five are non-
executive directors. The Board's membership reflects a blend ofdifferent financial and commercial
exoeriences.

Directors
Executive
Officers

Non-executive
Oflicers

Independent
Director

Alfredo P. Javellana II
Gener T. Mendoza
Antonio Victoriano F. Gregorio III
Isabelita P. Mercado
William D. Ty
Francis Neil P. Mercado
Joseph Quintin Y. Lao ./

All non-executiv€ offlcers are independent of management and free from any business or otler
relationship with MIC which could materially interfere with the exercise of their independent judgrnent.

The Nomination Committee ensures that there is a formal and transparent procedure for the appointment
ofnew Directors of the Board. Where appropriate, every director receives training taking into account
his individual qualifications and experience. Training is also available on an ongoing basis to meet
individual needs.

The term ofoffice of all directors, including independent directors and officers shall be one (l) year and

until the successors are duly elected and qualified.

Board Process

Members ofthe Board met regularly throughout the year. Their responsibilities to the Company included
the:

a. review and approval ofthe interim and annual financial performance;

b. approval ofthe Company's key strategic and operational matters;

c. approval ofmajor investments and funding decision;

d. monitoring ofintemal control; and

e. identification and management ofthe principal risks ofthe Company.

Board members were sufiiciently notified of ensuing meetings and they worked on an agreed agenda in
reviewing the key activities of the business. Relevant papers and presentations, as necessa/y, were
distributed to enable the Board to deliberate on matters effectively. Minutes of the previous meetings are

placed on the agenda ofthe Board.

The Corporate Secretary is responsible to the Board and is available to individual Directors in respect of
Board procedures. The post is currently occupied by Atty. Ana Maria A. Katigbak.
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Committees

The Board has delegated authority to the following committees on specific matters. All of the Commiftee
have formal terms ofreference.

Audit Committee
Members:

o Atty. Alfredo P. Javellana II (chairman/independent director)
o William D. Ty (independent director)
o Francis-Neil P. Mercado

The Audit Committee functions under the terms of reference approved by the Board. It meets at least
twice a year and its roles include the review of the financial and internal reporting process, the system of
intemal control and management of risks and the extemal and intemal audit process. The Audit
Committee reviews the scope and results of the audit with extemal auditors and obtains extemal legal or
other independent professional advice where necessary. The Audit Committee reports directly to the
Board.

Other ftrnctions of the Audit Committee include the recommendation of the appointment or re-
appointment of extemal auditors and the review ofaudit fees.

Nornination Committee and Compensation Committee
Members:

o William D. Ty (chairman/independent director)
o Atty. Antonio Victoriano F. Gregorio III
o Joseph Quintin Y. Lao

The Committee, which meets as necessary, assesses and recommends to the Board candidates for
appointment to executive and non-executive directors positions. The Committee also makes
recommendations to the Board on its composition.

Note: No salary or other compensation package was provided to the directors and other Executive
fficers.

Compliance Oflicer

During the meeting of the Board of Directors of Minerales Industrias Corporation held on May 23,2012,
Atty. Ana Maria A. Katigbak was re-appointed as Compliance O{Iicer ("CO").

The CO is responsible for ensuring that the Campany's corporate principles are consistently adhered to
throughout the organization. The CO acts independently and her role is to supply the top management
with the necessary information on whether the organization's decisions comply with professional rules
and regulations, intemal directives, regulatory authorities, and the statutory law.

Relation with Shareholders

The directors place a high importance on maintaining good relationships with the shareholders and ensure
that they are kept informed ofsignificant Company's development.
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The Company encourages shareholders to attend its annual stockholders' meetings, which provide
opportunities for shareholders to ask questions ofthe board.

VI. EXTERNALAUDITFEES

l. Audit and Audit-Related Fees

MIC paid its auditors the following fees for the last two (2) years for professional services rendered:

Year Audit Fees Tax Fees All Other Fees
20tl Php 100.000.00
2010 100,000.00

2. Other assurance and related services by the extemal auditor that are reasonable related to the
performance of the audit review ofthe Company's financial statements - NONE

3. Tax Fees - NONE

4. All other fees - NONE

5. The Audit Committee has checked all financial reports against their compliance with both the intemal
financial management handbook and pertinent accounting standards, including regulatory
requirements. They reviewed all audit plans, scope, resourc€s and budget necessary to implement it.
The financial staGment was then presented to and approved by the Audit Committee and Board of
Directors. Payments and fees related to the services by the external auditor were discussed and
approved by the Audit Committee.
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STATEMtrTTIT OF MANAGEMEM'S RESFOI{SIBIIITY
FOR FINAIYCIAL STATEMM{TS

The manag€rnmt of Minerares Industrias corporation is responsible for the preparaion and ftk
presentation of the financial statem€nts for the yean enrled Decenber 3r, 2oi1 and 2010, incl,,ding
tlte additional e,'pone attached herein, m accordance wi,h the philippine Financial Reportin!
standards. This rcsponsibility includes designing anrl irnpluneming infcmal confols relevant to the
preparatior and fair presentation of ffnancial statenents &at ae fee fron material misstatern€nt,
whether due to fraud or enor, selecting and applying appropriate acrormtng policies, ancl making
accounting estimates that are reasonable in the circumsUnces.

The Board of Direcors reviews md approves Bre financial staternents md subrnig tle same to the
stoc,kholders.

${ip Gorrcs velayo & co" the independent audrton appointed by the stockholdos for the period
December 31,2011 and 2010, respectively, have examined the fnflncial shEm€nts ofthe company in
accord.mc€ the Philippine standards on Auditng, and in their report to fte stockholtlers, bave
expressed its opinion on the frimess ofpres€ntation lry@ completion of such oiamination

Signed rmder oath by rhe following:

Officer)

CTCNO.
sss #343075r780

07002614

DAIEIIIS$IJE

01-14-2012

PLACE OF ISSTJE

Makati City
Pasig City

no"No. t4
Pagel,lol-
BookNo. -Tl

Series of Z0tl-

11153655 1-19-2072

ATIY.}OEL
NO'TARY

NOTARL\L No.065
coMMrssl{-}N DEC. 31, 20tt

PTR NO. 6ol07s6'
IBPNO, 823?24 2! 2011, Q.c.

Q.c

suBscRrBED AND swoRN * 0"r.." nlifiF-l 3 .2012 
, afnants exhibitins to me

the[ Residence Crrtificates. as follows:

NAME
Michael T. Defensor
Gener T. Mendoza
Isabelita P. Mercado

ROIJOF NO. 251fit
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INDEPENDENT AUDITORS' REPORT

SyCip Gorres Velayo & Co.

1226 MakatiCrty

Phone: (632) 891 o3o7
Fa)(: (632)a19 0872

BOIJPRC R€9. No. 0001.
January 25, 201O, vatid ontit Dec€mber 31, ZO12

SEC Accreditation No oot 2-FR-2 (Group A).
February 4, 2010, vatid untit February 3, 2013

The Stoc.kholders and the Board of Directors
Minerales Industrias Comoration
Room 322,3rd Floor, LRI Design Plaza
210 Nicanor Garcia Sheeq Barangay Sta. Cruz
Makati City

Report on the Financial Statements

we have audited the accompanying financial statements of Minerales Industrias corporation, which
comprjsc the statements of financial position as at December 3 l, 201 I and 2010, and the statements of
lncome, statements of comprehensive income, statements ofchanges in equity and statements of cash
flows for each of the three years ended December 3 I , 20 I I and a iummary oi significant accounting
policies and other explanatory information.

Management's ktsponsibilit! for the Finatlcial Statements

Managemont is rcsponsible for the preparation and fair presentation ofthese financial statements in
accordance with Philippine Financial Reporting Standards, and for such intemal aontrol as
management determines is nccessary to enable the Dresentation offinancial statements that are fiee
from material misstatement- whether due to fraud oi error.

Auditors' Respons ib ility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures.selected depend on the auditor's judgnrenl including the
assessment ofthe risks of mat€rial misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers intemal control relevant to the eDtity's
preparation and fair presentation ofthe finaocial statements in order to design audit procedures that arc
appropriate in ttle circumstances, but not for the purpose ofexpressing an opinion on the effectiveness

A hmb€r h ol Em, a \ o[lq 6kb.r Liar.d
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In our opinion, the financial statements present fairly, in all material respects, the financial position of
Minerales Indusrias corporation as at December 3 I , 201 I and 2010, and its financial performance
and its cash flowb for each of the tlree years ended December 3 l, 201 I in accordance with philippine
Financial Reporting Standards.

Emphasis of Matter

Without qualifying our opinion, we draw aftention to Note I to the financial statements which
indicates that the Company incurred net losses ofF3,424,062, *1,334,004 and ?833,096 for the years
ended December 31,2011,2010 and 2009, respectively. For the last few years, the Company has not
been engaged in any investing and operating activity. These conditions indicate the existence of a
material uncefiainty which may cast significant doubt about the Company's ability to continue as a
golng concem. The Company's management, however, coDtinues to assess investment opportunities
and various options that the Company may undertake in the future.

Report oo the Suppl€meotary Informatioo Required Under Revenue Regulations 19-2011
and l!2010

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information required under Revenue Regulations 19-2011 and
1 5-2010 in Noles 14 and l5 to the financial shtements, resp€ctively, is presented for purposes of filing
with the Bureau of Intemal Revenue and is not a required part ofthe basic financial statements. Such
information is the responsibility ofthe management ofMinerales lndustrias Corporation. The
information has been subjected to the auditing procedures applied in our audit ofthe basic financiat
statements. In cur opinion, the information is fairly stated in all naterial respects in relation to the
basic financial rtatements taken as a whole.

SYCIP GORRES VELAYO & CO,

frt "*",aA', fZ - t/Ln-<,"
Bemalefte R. Santiaeo
Partner
CPA Certificate No. 0091096
SEC Accreditation No. 0926-4 (Croup A),

February I1, 2010, valid until February 10,2013
Tax ldentification No. 178-486-666
BIR Accreditation No. 08-00199E-Et -2009.

September 30, 2009, valid until September 29, 2012
PTRNo. 3174826, January 2,2012, Makati City

ln4.arch2'l,2012
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MIN ERALES| INDUSTRIAS CORPORATION
STATEMENTS Or rrl.{aNcrer posrrroN

ASSETS

Currenl Assets
Cash.on hand and in bank (Notes 4 and t2)
Receivables (net ofallowance for impairment losses of

^., 
Pl,066,172 as of December 31, ,01 I and 2010)

P3,545,263 *4,969,760

Other current assets - net

Noncurrent Asset
Available-for-sale fi nancial assets

LIABILITIES 4ND EQUITY

Current Liabilitles

Capital srock CNote 8)
Reserve for fluctuation on available-for_sale

financial assets (l.,lote 5)
Deficit

r90,000,000 190,000,000

63,133""*.' ____ __ _ (18ffq{,11?r (181,!30,087)

Equity

nee acco^pafiying Notes to Financial Ststenen s.



MINERALES I'NDUSTRIAS CORPORATION
STATEMENTS OF INCOME

2010

INCOME
Realized gain on available-for-sale

financial asseLs (Note 5)
Interest

EXPENSES
Provision for impairment (Note 6)
Professional fees
Salaries and wages
Stock exchange listing fee
Utiliries (Note 10)
Entertainmenl, amusement and recreatron
Ofhce supplies and printing costs
Transportation
Seminar fees
Postages and deliveries
Taxes and licenses
Miscellaneous

F85,762 ?|2,727
I

r,990,407
428,64r
408,488
255,050
180,000
89,855
72,785
39,515
15,693

9,ss6
9,541

t8.z4l
793 130

542,800
162,787
270,000
120,000
d1 q?s

t I,l s0
?t o'l s

a* o,',

327,t43
288,238
250,000
120,000
48,520

36,493

n oto

PROVISION F{)R INCOME TAX

See accomponyihg Notes to Fihahcial Stalemen$.



M INERALES INDUSTRIAS CORPORATION
STATEMENTS OF COMPREHENSIVE INCOME

NET LOSS

OTSER COMPREHENSTVE INCOMD, [OSS)
(Note 5;

Unrealized fair value changes on available-for-sale
Imanclal ass€ts

Realized gains on available-for-sale financial assets

G3,424,,062) (P1,334,004) (PS33,096)

22,629 138,697 3s5,743

hansfened to profit or loss (85,762) (112,727) (280,000)
(63,,133\ 25,970 75,143

See accanponying ltttes to Fitwncial Slatemen,s.
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MINERALES INDUSTRIAS CORPORATION
STATEMENTS OF CASH FLOWS

Years Ended December 3I
20l l 2010 2009

CASfl F'I,OWS FROM OPERATING
ACTTI'ITIES

Loss before income tax
Adjustments for:

Provision for impairment
Realized gain on available-for-sale

financial assets (Note 5)

(F3,421,4s6)

1,990,401

(85J62)

(P1,330,356) (P833,032)

(112,'727) (280,000)
Interest income

Operating loss before working capital changes
Changes in assetr and liabitities

Decrease (increase) in other current assets
lncrease (decrease) in accrued expenses and other

(t,s29,u2)

(84,071)

r 8.241
(t,461,324)

(77,372)

(1,r 13,350)

(69,20s)

Net cash used in operations
lnterest rgceived

(r,6il,87t
r3,031

(1,812,34s)
18,241

670
(89s,88s)

318
Income taxes 64
Net cash ssed in actiYities 1;79'7 631

CASE FI,OWS F'ROM IIWESTING
ACTTVITIES

Proceeds fiom sale of avai lab le-for-sale
financial assets 2,420,865

of available-for-sale financial assets 420.E6s
Net cash generated fiom investing activities

CASH FLOWS FROM ITINANCING
ACTTWIES

Payment of advances from shareholden (685,000) (2,090,000)
Proceeds from strck su 4.955^000 045.000
Net crsh nd fiom activities 5

}[ET INCREASE (DECREASE) IN
CASH ON -SAND AND IN BANK

CASA ON IIAI\D A}ID IN EAIYK AT
BEGINNING OF YEAR 4,969,?60 2,104,785 45,416

CASE ON EAND AND IN BA-IYK AT -..
END OF TT,AR

See accompanying Notes to Fihdhcial Statements.

(1,424,491) 2,864"975 2,0s9,369



MINERALES INDUSTRIAS CORPORATION

Corporate Information end Statw of Operatiolls

NOTES TO F'INANCIAL STATEMENTS

Minerales lndustrias corporation (the company) was incorporated ancl organized in the Republic
of the Philippines on August 31, Igg5 to engage in the business of exploJion, exploitation and
development ofths country's various mineril iesources. The registered office address ofthe
Company is Room 322, 3rd Floor, LRI Design pla'a, 210 Nican-or Garcia Street, Barangay Sta.
Cruz, Makati City.

On September 19, 2007, the BOD approved the stock righb offcring of up to 1g0,000,000
common shares. The subscription to the rights offering shall form part ofthe increase in the
authorized capital stock of the Company fiom F?40,000,000 divided into 240,000,000 shares with
a par value ofFl per share to P?40,000,000 divided into 740,000,000 with a par value offl per
share. Each stockholder as ofrecord date shallhave the right to subscribe to one common share
for every one common share held as of record date. The subscriotion orice shall be at the oar
valueoffl per share subscribed. The offer period shalt be fixed by the Company,s president
provided that the offer period shall commenca not later than thirty calendar days from the record
date. The record date shall be fixed by the Company's president provided that tbe r€cod date
shall not be less than fifteen days flom Philippine Stock Exchange board approval.

As of Decenioer 3 l, 20'l l , the application for increase in autho z€d capital stock has not yet be€n
approved by rhe SEC and the Company has yet to implement the stock rights issuance.

The Compar'r' incuned net losses ofF3,424,062, Pl,334,004 and F833,096 for the years ended
December 3i,2011,2010 and 2009, respectively. The Company's deficit as ofDecernber 31,
201 l, 2010 and 2009 amounted to Fl86,554,149, FI83,130,087 and pl81,?96,093, respectively.
For the last few years, the Company has not been engaged in any investing or operating activity.
These conditions indicate the existence ofa material uncertainty which may cast significant doubt
about the Company's ability to continue as a going ooncern and, therefore, the Company may be
unable to realize its assets and discharge its liabilities in the normal course of business. The
f,lnancial statemen8 have been prepared assuming the Company will continue operating as a going
concern, The Company's management continues to assess inve$tment opportunities and various
options regarding operations that the Company may undertake in tlre future.

The accompanying financial statements were authorized for issue by th€ Audit Commiftee and tbe
Board of Dircctors onMarch 2T,2012.

2. Summary of Significanl Accounting Policies

Basis of heoaration
The accompanying financial statements have been prepared on a historical basis,
available-for-sale (AFS) financial assets that have been measured at fair
statements €re presented in Philippine Peso @), the Company's
are roundsd ,o the nearest Deso unit unless otherwise indicated,
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Statement of Compliance

T" f 
nT"lll_r_qr:*ents have been prepared in accordance with philippine Financial Reporting

Staodards (PFRS\.

ChanB!:s in Accounting poiicies
The accounting policies adopted are consistent with those ofthe previous financiar year except for
Se 

adoption ofthe following new and amended pFRS, philippine Interpretations oflntemational
rtnanclat Keportrng tnterpretations Committee (IFR-IC) interpretations and amendm€nts to
existing standards which became effective on January i, ZOti. ttre aAoption oft_hese new and
amended Sardards and Philippine Interpretations did not have any significant impact on the
Company's financial statements.

. Amendnrcnr to P AS 24. R;lated party Dkclosures

' Amendment to P AS 32, Financiar Insfiuments; presentarion - crassiJication o/ Rights Issuesr Amendment to Philippine Inleryretation IFRIC 14, prepayments of a Minimum Ftmding
fiequtrcment

. Philippine iDterpretation IFRIC lg, Extinguishing Finqncial Liabilities with Equtty
Instruments

Improreme rs to PFRSI
The omnibus amendments to PFRSs issued in May 2010 vere issued primarily with a view to
removing inconsistencies and clariflring vrordings. There are separate transitional provisions for
each standard and will become effective January 1,20r r. The adoption ofthese niw standards
did not have a significant impact on the Company's financial shtement$.

. PFRS 3 (Revised), .Bmzess Combinations. PFRS 7, Financial hsbaments: Disclosures. PAS I, Prcsentation of Fidancial Stqtementst PAS 27, Consolidated qid Sepqrqte Financial Statemertsc PAS 34,Interim Financiql Reporting

. Philippine lnlerpreration IFRIC 13, Customer Loyalty programmes

Future Char,ges in Accountine Policies
The Company will adopt the folJowing new and amended standards and interpretations
onumerated lplow when these become effective. Except as otherwise indicated, the Company
do€s not exli,rct the adoption oflhese new and amended pFRS and philippine Interyretations io
have significant impact on its financial statemenis.

Effective 2A I2
t P AS 17, Income Taxes - Recwery of [Jnderlyin! Assets

The amendment becomes effective for annuai periods beginning on or after Januafy 1,2012,
The amendment clarified the determination ofdeferred iax on investment orooertv measuredr nc arrelomenr clarl ed tne determtnatlon ot deterred iax on inv€stment proDer8 measured
at fair value. The amendm€nt introduces-a rebuJtable prcsumption thatd€ie"ritd ux o1... -investment property measured using the fair value model inpAS g};lniiestment propii*i,
-L^,.t.I L^ .r-+^-:-- .'.,t '' :t,.,should be determined on the basis that its carD,ing amount will
Furthermore, it intoduoes the requirement that defened ta,r on
measured using the revaluation model inPAS 16, Property,
measured on a sale basis ofthe asset.
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. Amendments to PFRS:', Financial Insrruments; Disclosures - Enhonced Derecognition
D isclo sur e Re quiremen tt
The amendment becomes effective for annual periods beginning on or after July t, 201 l. Theamendment requires additional discrosure about financiaiassets"that have been t ansferred butnot derecognized to enabre the user ofthe financiar statements io understand the relationship
with those assets that have not been derecognized and their assori"i"a tiuUititl"r. in addi;i;;,
the.amendment rcquires disclosures about Jontinuing inuotu"r"nt in o"r."ognized assets toenable the user to evaluate the nature of, and.risks as"sociated with, the entrty,s continuing

il1"]]."1L,]i.hrte derecognized assets. The amendment affects disclosures only and f,as normpacr on rhe Company's linancial position or performance,

Effective 2A I 3
. Amendments to PAS 1, Financial Statement presentarion, presentation of ltems of Other

C omprehensive Income
The amendments is effective for annual periods beginning on or after Ju)y l, 2012. The
amendments to PAS I change the grouping of itemi presJnted in other comprenensrve
lncome. Items that could be reclassified (or "recycled,,) to profit or Ioss at a future point in

lTJl:i..K1I|O*, upon derecognirion or setrlement) would be fresenred separarety from
rrems lhai wrlr never be recrassified. The amendment affects prlsentation only and'has there
no impacr on the Company's financial position or performance.

. Amendrnen.i 10 PAS 19, Enployee Benefts
This amerdment is effective for annual periods beginning on or after january l, 2013.
Amendn.:nts ro ?AS l9 range from fundamental changeJsuch as removing the corridor
mecnantsm and the concept of expected retuns on plan assets to simple clmifications and re_
wording.

e PAS 27 (Revised), Separate Financia! Stqtements
This amendment becomes effective for annual periods beginning on or after
hn"11^|2013. As a consequence ofthe new pFRS it},Vonsoiiduea Financial Statements
ano FrKJ t.2, !)iscrosure of Inreres* in other Enrities what remains of pAS 27 is limited to
the accounting for subsidiaries, jointly conholled entities, and associates in the seDarate
tlnanctal statements.

o PAS 28 (Revised), hrvestments in Associates and. Joint Ventwes
This amendment becomes effective for annual periods beginning on or after

l"::T ll191r: As a consequence ofthe new PFRS i,ioint itangene#s and PFRS 12,rAJ zd has been renamed pAS, 2g Inveshnents in A.ssociqles and Joirrt ventrres, aed
describes the applicaiion ofthe equity method to investrnents lnjoint 

""ntur", 
in addition to

associates.

. Amendments to PFRS 7, f izolrcial,In struments: Disclo,rures _ Olfsetting Fit ancial Astets and
Financici Liabilities
The arnendments to PFRS 7 arc io be retrospectively applied for annual periods beginning on
or after January 1,2013. These amendments require an entity to disclose informalion about
rights of :iet-offand related arangements (such as collateral a$eements). The new
disclosurrs are required for all recognized financial instrumenl that ars olrset in accordance
with PAS32. These disclosures arso appry to recognized financiar instruments that are subject
to an enforc.eable master netting arangement or ,similar agreeme[t,, irrespective ofwhethir
rney are ofset rn accordance with pAS 32. The amendments require entities to disclose, in a
tabular format unless another format is more appropriate, tbe foriowing minimum quantitative



-4-

information. This is presented separately for financial assets and financiar liabiritiesrecognized at t}le cnd ofthe reporting period:

a)
b)

d)

Tl: T::_T:rl" tthose recogrized financial assers and recognized financiat tiabilities;
I he arnount$ that are set off in accordance with the criteria in piS 32 when determining
the net amounts prcsented in the statement of financial Fnsition;The net amounts presented in the statement of financiai position;
The amounh subject to an enforceablemaster netting ;angement or similar agreement
that arc not otherwise included in (b) above, includin'g:r. Amounts related to recognized financial instrumtts that do not me€t some or all of

rne orsettrng criteria in pAg 32; andr. iAmounts rclated to financial collateral (including cash collaterat); and
The net amount after deducting the amounts in (d) Iloir the amounts in (c) above.

The amendment affeck disclosures only and has no impacf on tie Company,s financialposition or performance.

PFRS 10, Consoltdaled Financial Staremenu
This standard becomes effective for annual periods beginning on or after January l, 2013.
PFRS 

.lo repfaces fie portion of pAS 2T , cinsoridatei and iepaiaiFianciar statenents
thuJ u!f.";',"1.11," 

lcounting for consolidated financial statements. It also includes the issues

:::14^:n :t:;-,t:,9ons.olidatni.- Speciat purpose En rres. PFRS l0 estabtishes a singte
controt modet that applies to a entities including specialpurpose entities. The changi
inlroduced. by PFRS l0 

1ill. require management to exercise significant judgment to letermine
wnrcn enrrttes are controlled, and therefore, are rcquired to be consolidated by a parenq
compared with the requirements in pAS 27.

PFRS 11, -/omt ,4rr angements
This standard becomes effective for annual periods beginning or or after January l, 2013. Ii
replaces PAS 31, lzteresrs in Joint venturei -,d, src-13, Joitry-controued Entities - Non_
monetary).Contributions by Yenturers. It also removes t}le option to account forjointly
controlled entities (JcEs) using proportionate consolidation. Instead, Jclrs that meet the
seflnltros ot aJoint venture must be accounted for using the equity method.

PFRS 12;Dirclosur€ of Inyolvemenr with Other Entities
This standard becomes effectiye for annual periods beginning on or after January l, 2013.
It includes all ofthe discrosures that were pieviously ii pesiz retateJlo c.onsoridated
financial statements, as well as all ofthe disclosures that were previ-ouslf included in pAS 3l
and PAS 28. These disclosures relate to an entity's interests in subsidiaries, joint
arrangements, associates and structured entities. A number ofnew disclosures are also
required.

PFRS 13, Farr Value Meesurement
This standard becomes effective for annual periods beginning on or after January l, 2013.
PFRS 13 establishes a single source of guidance undeipFRffor all iair vu,u" measurcments.
PFRS 13 does not change when an entity is required to use fair value, but rather provides
guidance on how io measure fair value under FFRS when fair value is required or permitted.
The.!ompany is-currently assessing the impact that this standard will have on the financial
poslllon and pertormance.

ffi|milflnililililmilmlfrf,il



Efecttue in 2014
. PAS 32, Financial Instraments: prcsentation - Ofsetting Financial Assets and Financial

Liabilities
The amendments to pAS 32 are to be retrospectively applied for annual periods beginning onor after January I, 2014. These amendments tc pAi 31,'clarify the meaning of..cuiently"has

1-i:-r:lf^"11:.:{le risht to offser" and arso atarit, rhe appriiation of the FAS 32 offseftin;
cnrefla ro setflement sysiems (such as aentral clearing house systems) which apply gross
settlement mechanisms that are not simurtaneous. rtre company is cunently asseising impact
ofthe amendments to pAS 32.

Efective in 2015
o PFRS 9, .Frzan c ial Inshunents : Cla.ssif.cation and Measulement

The standard is effective for annual periods beginning on or after January t , 20 I 5 .
PFRS 9 as issued reflects the first phase on the replaJernent ofpAS 39 and applies to
classification and measurement of financial assets and financial liabiliries as blfined in
PAS39. In subsequent phases, hedge accounting and impairment offinancial assets will be
addresser' with the-completion ofthis project expected on the {irst hatfof2012. The adoption
ot the li't phase ofPFRS 9 will have an effect on the classification and measurement ofihe
Companl"5 financial assets, but will potentially have no impact on classification and
measurements of financial liabilities.

After corrsideration ofthe result of its impact evaluaiion, the Company has decided not to
early adopt either PFRS 9 (2009) or pFRS 9 (2010) for its 2011 annual financial repofiing. It
shall conduct in early 2012 another impact evaluation using the outstanding barancis of tIe
financial statements as of December 31, 20 r t . The compa:ny w l disclose'in the March 31,
2012 interim financial sratements wherher to adopt the pi.RS 9 (2009) or PFRS 9 (2010) on its
2012 financial reporting. If the decision ofthe Company is to a;opt PFRS 9 on its20li
financia! reporting, the interim report by Marcl, : t, iOt2 will reflect the application ofthe
requirements under the said standard and wilr contain a qualitative and quantitative discussion
ofthe result ofthe Company,s impact evaluation.

. Philippine Interpretation IFRIC 15, Agreements for the Construction of Reql Estate
This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction ofrear estate directly or through subcontractors which shourd be
applied retroactively and prospectively. The interpretation rcqubes that revenue on
construction ofreal estate bs recognized only upon oompletion, oxcept when such contrcct
qualifies as construction contract to bs acrountid for under pAS I 1, Crnstn crt on Contracts,
or involves rendering ofservices in which case revenue is recognized based on stage of
completion. Contrdcts involving provision of services with the-construction materials and
wnere the nsks and reward ofownetship are transfen€d to the buyer on a continuous basis
will also be accounted for based on stage ofcompletion.

Cash on hand and in banl<
Cash includ$ cash on hand and deposits held on demand with banks.

Financial Instruments
Date of rccogrrition
The Company recognizes a financial asset or a financial liability on the statement offinancial
position when it becomes a parq, to the contractual provisions ofthe instrumgnt, purchases or
sales of financial assets that require delivery of assets within the time fi:ame established by
regulation or convention in the marketplace are recognized on the ftade date.

ruffimilruililfiu[[ililfr[l
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Initial recognition
All financial assets are initiary recognized at fair varue. Except for financiar assets at fair varuethrough,profit or loss (FVpL), the inrtral measurement of financiar assets lncludes transaction
costs,' Thecompany classifies its financiar assets in the fortowi"g 

"ri"gor"", 
financiar assets at

I]/PL, 
h:19-l,l:Iaturiry (HTtvt) invesrnens, AFS financial urr"t"l und Toun, und receivabtes.

r rnancral llabiltttes are classified as either financial liabilities at FVPL or other financial liabilities.

I: .lTtfi:ir'?l depends on the purposs for.which the invesrments werc acquired and wherheruese are quoted In an activ€ market. Management d'temin€s the classification of its investments
at initial recognition and, where allowed ani appropriate, r"_"uuluui". *u.fl o"signation at everyreporting date.

Financial instruments are classified as riabitrty or equity in accordance with the substance ofthe
contraotuar arrangement. Interest, d ividends, gains and rosses rerating to a financiar instrument or
a component that is a financial liability, are reported as expense or iniome. Distributions to
holders offinancial instruments classified as equity are charged Aireotty to equity, net of any
related income tax benefits.

As o-f December 3l, 201 I and 2010, the Company has no financial a-ssets and liabilities ar FVPL
and IITM investments. In 2011, the Company d;sposea all of irs AFi financial assets.

Determinatio a of fair value
The fair values for financial instruments traded in active markets at the financial reporting date are

l-*:r:" T"': O*fd markel.prices or deater price quoralions lbid piice for long positioni and askpnce ror short posrhons), without any dedudion for hansaction costs. wlen current bid and ask
prices are not available, the price ofthe most recent transaction provides evidence ofthe currentlalr value as long as there has not bee$ a significaDt change in economic circumstances since the
time ofthe trmsaction.

For all other;inarcial instruments not risted in an actiye maxket, the fair value is determined bv
usrng.appropEiate valuation techniques. Valuation techniques include net present value
rechnrques, (omparison to similar instruments for which market observable prices exist, optionpricing models, and other relevant valuation models.

Fair talue hierarchy
pe Company uses the following hierarchy for determining and disclosing the fair value of
I lnanCtal rnslruments by valuation technique:

Level I I quoted (unadjusted) prices in active markets for identical assets or liabilities.
L€vet /: other te€hniques for which all inputs which have a significant effect on tie recorded fair

value are observable in the market, either directly or indirectty.
Level 3: techniques which uee 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 otier
observable current market hansactions in the sams instrument or based, on a valuation technique
whose variables include only data from observable market, the Company recognizes the difference
between.the aansaction price and fair value ('Day I' profrq i r profii or ioss unress it quarifios for
recognition as some type ofassetor liability. In casei where uie is made of data whic-h is not
observable, *re difference between the transaction prioe and model valu6 is only rccognized in
profit or loss when the inputs become observable oi when th€ instrument is derecomized. For
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:*:^1"::_.j*, tbe Company determines the appropriare method of recognizing rhc ,Day I.pront amount.

Losns and receiyables
Loans and receivables are financial assets with fixed or determinable paynents and fixedmaturities tiat are not quoted in an active market. They are not enierJd lnto wi$ the iniention ofimmediate or short-term resale and are not classified as other financial asse6 held fbr lrading,designated as AFS or finarciar assets designated at FVpL. nis uc"ounting poricy relates to thestatement offinancial position caption ..Cash 

on hand and in banki,.

After initial measuremenq tle roans and receivabres are subsequentry mea.ured at amortizsd sostusing tre effective interest rate method, le,rs 
"ny 

a ow-c" ioiirf"'i,-i"t. Amoftized cost is
;1]c1t1eA 

bY tatlnC into account any dhcount Lr premium on 
""qirl"ition 

*a i.es that are anmtegral part ofthe effi€ctive intere,st rate. The amortization is inciuded in the intercst income inthe statement ofincome. The Iosses arising flom impairment ofsuch loans and receivables arerecognized iniprovision for impairment tosses in the statement ofincomc.

AFS Jinancial assets
AFS financial assets are those which are designated as such or do not quarily to be classified as
designated as at FVPL, HTM investmenb or toarls and receivables.

llil"lil,**o.t"y be des.iFated at initial recognirion as AFS if they ale purchased and held
rnoelrnrtely, and may be sold in response to liquidity requirements or ihanges in market
condrtrons. AFS f,i$ancial asset5 inolude equity securities.

Aff€r initial measuremenl AFS financial assets are measured at fair value. The unrealized gains
and losses arising from the fair valuation of AFS furanciar assets are excruded fiom reporteJ 

'-
eamrngs and are rcported as "Reserve for fluctuation on availabre-for-sare financial asiets- in the
statement of fi nancial position.

When the security is disposod of, the cumulative gain or loss pneviously recogniz€d in other
comprehensive income is recognizrd in profit or ioss. Where'rhe Compa.ny h-olds more than one
rnyesurenr In the same.security, these are deemed to be disposed ofon a first_in, first_out basis.t eresl eamed on holdjng AFS financial assets are reported as interest income using the effective
interest rate' Dividends eamed on hording ArS finalcial assets me recognized in the statement of
incom,e when the right of payment has bein established. The losses arising fiom impairment of
sucn Investments are recognized in the statement of income_

O ther frnq?rc n I I iab ilities
other financir I liabiiities pertain to issued financial instruments that are not srassified or
designated &s at FVPL and contains contractuaj obligations to deliver cash or anotler financial
asset to the h:'lder or to settle the obligation other than the exchange ofs fixed amount of cash.After initial rneasurement, otrrer financiar riabitities are subr"quen?ly ."*ur"o at amortized cost
using the effective intercst rate. Amortized cost is carculated iy takinj into account any discount
or premium on the issue and fees that are an integral part ofthe effectiie rnterest rate.

This accounting policy applies primarily to the Company's accrued expenses and other payables
and other obligations that meet the above definition iother than liabilities covered bv other
ac&qunting standards, such as income tax payable).
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Dgleqlg8lliqr of Financial Assets and Liabilities
r tnancg( dsset
A finaneial asset (or, where applicable a part ofa 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 ftom the asset, but has assumed as

oollSafion to pay them in fu without material delay to a third party under a ,.pass_through,,
arrangement; or

c. the Company has traffferred its right to reoeivc cash flows from tle asset and either (i) has
transferred sutstantially all the risks ard rewards of the asset, or (ii) has neither transferre.d nor
retained the risks and rewards ofthe asset but has nansfenedihe controt ofthe asset.

Where the Company has transfefied its right to receive cash flows l]om an asset or has entered
rnto a "pass-through-' arangertent, and has neither tmnsferred nor retained substantialy aI tbe
risks and rewards ofthe asset nor transfen€d control ofthe asset, the asset is recognized to the
extent ofthe company's oontinuing involvement in the asset. continuing involveirent that takes
rne lorrn ol a guarantee over the transferred asset is msasured at the Iower of original carrying
amouDt ofthe asset and the maximum amount of consideration that the Company could be '
required to repay.

Finoncial liability
A financial liability is derecognized when the obligation under the liability is discharged,
cancelled, or has expired. Where an existing financi"l li.bility is ,.placed by anotheifrom the
same lender on substantially different terms, or the terms of an exisiing liabitity are substantially
modified, such.an exchange or modification is treated as a derecognitiin ofthe original tiability
and the recogpition ofa new liability, and the difference in the rcs-pective carryrng amounm rs
recognized il the statement of income.

Impairment dF Financial Assets
The Company assesses at each fiflancial reporting d.Bts v,rhether fhere is objective evidence that a
financial asset or group of finaacial assets is impiired. A financial asset or a group offinancial
assets is^deemed to be impaired if, and only if, there is objeetive evidence of impalrment as a
result of one or morc events that has occuned after the initial recognition ofthe asset (an incurred
'loss event') and that loss event (or events) has an impact on the eitimated 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 borower or a group of borrowers is
experiencing significant financial difficulty, default or delinquency in iritereit or principal
payments, the probability th$ they will enter bankruptcy or other financial reorganization afld
where observable data indicale that there is measurable decrease in the estimated future cash
flaws, such as changes in arrears or economic conditions tltat correlate with defaurts.

Loans and recefuables
For loans and receivables carded at amonized cost, the Company first assesses wheth€r obj€ctive
evidence of impairment exists individualy for financiar assel that are individualy sig,ific-ant, or
collectively for financial assets that are not individually significant. Ifthe company determines
that n-o objective evidence of impairment exists for individually assessed financ-ial asset, whether
srgnrlrcant or not, it includes the asset in a group offinancial assets with similar credit risk
chamcteristics and collectively assesses for impairment. Those chascteristics are relevant to the
estimation of future cash flows for groups ofsuch assets by being indicalive of the debtors' ability
to pay all arnounts due according to the contractual tems of t$e 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,



Ifthere is objoctive evidenc€ that an impaiment loss has be€n incurred, the amount ofthe loss ismeasured as the differcnce between.the asset,s carrying amount anJ t# present value oftheestimated future cash flows (excluding future credii loi'ses that ha-ve not Aeen inourred). Thecarrying amount ofthe asset is reduced through use ofan artowance a"count and the amount ofloss. is charged against the statement of incom*e. Interest inr"ra 
""",i"r* t ue recognized basedon tho original effective interest rate of the asset. Loans, tog.thrr ;ith'tt 

" 
*sociated alowance

accounts, are written-off when there is no realistic prospect-of future recovery and afi coraterar

lT^^Y^:" ?ilL"n If, in a subsequent year, the am;unt of rhe estimated impairment loss decreases

ij:lt":]:l :":", occuning after the impairmenr was recognized, the prwiously recognized
lmparrment toss rs reduced by adjusting the allowance account. If a future write_offis laterrecoverc4 any amounts formerrv charged are credited to the curront opefations. The present valueofthe estima,ed future cash flows is discounted at the financiar asset's'originar effective interestrate lf a loa* has a variable intercst rare, the discount rate for measuring any impairment ross is
the current effective intercst rate, adjusted for the originar credit risk prJmium. ihe calculalion or.oe present virlue ol the estimated future cash flows ofa co[aterarized financiar asset reflecb the
cash flows that may result fiom foreclosure less costs fo. oUt"ininja"j selting the collatera!
whether or not foreclosure is probable.

For the purpose of a collective evaruation of impairmenl financial assets are grouped on the basisofsuch uedit risk c.haracteristics as past-due status and [srm

I^lII.:Tl !f*1 in.u er^99n ol financial assets rhar are co ectiveiy evatuared tbr impairment are
esumated on the b,sis of historicar loss experience for assets with crcdit risk characteristics simirar
to those in the company. Historical loss experience is adjusted on the basis of current observable
data to reflect tie effeats ofcurrent conditions that did not affect the period on which the historicar
loss experience is based and to remove the effects ofconditions in the historicat period that do not
:iltJ:"-tTlty 

Fstimates of changes in future cash flovs reflecl and are directionally consistentwlm me chi ges In rclaled observable daia from period to period (such as changes in
unemployment rates,-property prices, commodiqrprices, payment status, or other fbctors tiat arelnorcarve ot rncured losses in the Company and tbeir magnitude). The methodoiogy and

:::Tp::^r,*"d for estimating tuture cash flows are reviiwed re8ularly by rhe Coiipany to
reauce any ctlllerence between loss eslimate and actual loss experience.

AFSfnancial axets
ln case of eq,:ity securities classified as AFS financial assets, impairment would include a
significant or prolonged decline in tlre fair value ofthe inuert n"irts Ueiow ,ts cost. Whentiere is
evidence of irnpairment loss, tie cumulative loss - measured as the differcnce bet$,een the
acquisition c':rst and the current fair value, Iess any impairment loss on that financial asset
previously recognized in tle statement of income-- is iemovua t orn ott 

", 
*rpr"hensive incomeard recognized in profit or loss. Impairment losses on equity seourities are not reversed through

thestatement,offinancial performance. Increases in fair value after impairment are rucognizei in
other comprehsnsive income,

Offsettrng
Financial assets and financiar liabilities are offset and tre net amount reported in the statement of
financial position if, and only if, there is a currently enforceabre regar right to offset the recognized
arnounts and thors is an intention to settle on a net basis, or to redil the ssset and set e the
liability simultaneously.
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paulw
Capital stock
Capital stocl.r is measured at par value for all shares issued.

DeJicit
Dellcit represents the cumulative aflount ofnet losses ofthe Companv.

Revenue Recognition
Revenue is reoognized to the extent that it is probable that the economic benefils wilr flow to the
Company and the revenue can be reliably measured.

Intetest income
Intelest income is recognized as the interest accrues, taking into account the effective yield on tlre
asset,

Expenses
Expenses are decreases in economic benefits during the accounting period in the form of outflows
or decreases of ass€ts or incurrence ofriabirities thit resurt in decriases in equrty, other than those
r€lating.to distributions to equity participants. Expenses are recognized in profrt or loss in thepe od these are incurred.

mcome lax
Cuftent tB
Current tax aisst$ and liabilities foi the current and prior periods are measured at the amount
expected fo be recovered from or paid to the taxation authorities. The tax rates and tax laws used
to compute t:e amount are those that have been enacted or substantially enacted as ofthe reporting
date.

Defered tax
Deferred incorne tax is provided, using the liability method, on all temporary differences at the
teporting date between the t&( brse€ ofassets and liabiJities and their carrying amounts for
fi nancial reporling purposes.

Defened tax liabilities are recognizsd for all taxable temporary differences with certain
exceptions. Deferred inoome tax assets are recognized for aI deductibre temporary differences
and net operating loss carry over (NOLCO) to the exient that it is probable that axable income
will be available against which the deducribre temporary differences and NoLCo can be ut iz€d.

The carrying amount of deferred tax assets is reviewed at each rcporting period and reduc€d to the
extent that it is no longer probable that sumcient tfiable income wi1) bi available to a ow aI or
part ofthe deferred income tax asset to be utilizcd. Unrecognized deferred tax assets are

l:aslessed 
as ol !h: reporting period and are recognized to the extent that it has become probable

tnat luNre taxable lncome vrill allow all or part ofthe deferred tax assets to be recovered.

Defened tax assets and liabilities are measured at the lax rate that is applicable to the period when
the asset is rcalized or the iiabiJity is settled, based on tax rates (and tax laws) that haye been
enact€d or substantively enacted as at the reporting period.

DEfEned tax assets and liabilities are offset, ifa legally enforceable right exists to set offcurent
tax assets against current income tax liabilities and the deferred incomo taxes relate to the same
taxable entity and the same taxation authorify.
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Value-added tax [VAT]
Revenue, expenses and assets are recognizBd net of the amount of s8ie8 tar except:

. wl:re 
lhe lix l.ncuned on a purchase of assets or services is not recoverable from the taxauthority, in whioh case the tax is recogrized as part ofthe cosi of acquisition oftbe asset oras part of the expense item as applicabG; and,. receivables and payables that are stated with the amount oftax included.

The net a$ount oftax recoverable from. the tax authority is included as part of .,Other cunentassets" in t}le statement offinancial posrtron,

Pss!.rDtqaq-Eerrusslq$4lgtt8slc./dlluted eaJn)ngs per share (EpS) is computed based on the weighted average number ofcommon shares oursranding aff.er giving rcrroictive effecr to stock diiidends declared and stockghG exercised during the year.

Provisions
Provisio-ns are recognized when the Company has a present obligation (legal or constructive) as a

l"sull 
ol a past event. it is. probable that on outflo* oi r"rour.", l,nbodying 

""onomic 
benefis will

oe requrred to.se1lle1he obligation, and a reliable estimale can be made ofthe amount of fie
:1i',9,1* wherethe Company expects some orall ofa provision to be reimbursed, the

:.-,:il^:T:T : *ognized as a separare asser bur only y,,hen t5e reimbursement is virfuallyc,enarn I he expense relating to any provision is presented in the statement of income, net oi anyrelmbursement

Contingencies
contrng.ent liabilities are not recngnized in the financiar staternents. These are disclosed unless theposslolllty oI an ouftlor ofresources embodying economic beneflts is remote. Contingent assets
are not recogrized in t[]e finanoial statements but are disclosed when an inflow of economic
benefits is probable.

Events After _r&i.&W@ip&D4!g
Post year-end events that provide additional inforrnation about tho Compaoy,s position al tie
::ry11g 1"".i"d.l"sting events) are reflected in the financial statements. post year-end evenrs
InaI are not adjusttng events are discrosed in the notes to the financiar statem€nts wben maleriar.

3. Signilicant Accoulting Judgments snd f.stimrtes

The preparation ofttre accompanying financial stalements in conformity with pFRS requires
management to make estimates and a.ssumptions that affect the amounti reported in thefinancial

:::L"^lI-1d "*:mpanying nores. The estimates and assumptions used in the accompanying
nnancral stalements are based upon management's evaluation ofrelevant facts ana circumsLnies
as or Ine oare oI the ttnancial statements. Actsal ,esults could differ from such estimates.

Judgments and q'timates are continually evaruated and are based on historical experience and
otlrer factots, including expectations offuture events that are berieved to be reasonabre under the
cucumstances.



Use of Estimates
The key assumptions coneerning the future and other key sources of estimation urc,ertainty at thereportrng period, that have a sisrificant risk of causing a mat"riui uaiu#"nt to the carryingamount of assets and tiabitiries;ithin th" ""; i;;;fi;url iiJ*rl"a * rorro.u..

Estimating allowance lor impairment losses on receivables
I he uompany mainbins an arowanc€ for credit tosses based on the result or the individuar andcollective assessmenr under pAS 39. Under the indivld;;;;ile company is requircd roobtain tle present varue ofestimated cash flows using the re"eivaLte;s"originr erre"tive inbrestmte lmpairment loss is determined as the difference-between the rec,eivabie\, carqring balanceand the computed present value. Factors considered in individual assessment are payment history,past due status and term. The collective assessment woutd refuire ttre Company to ctassiry ltsreceivables based on the *edit risk characteristics {payment rri.toty, i*iau" rr"t"s and term) ofthe custofiers. Impairment loss is then determinedlased on t i.toricit tors 

"xperience 
ofthereceivables grouped. per credit risk profrle. Historical loss experience is aolustel on the basis ofcurrent observable data to reflect the effects ofcunent conditions that iid not affect the periodon

vrhich the historical loss experience is based, and to remove the effects qfponditions in the
nrsroflcal per)od that do not exist currently. The rnethodoJogy and assumptions used for theiodividuat and csllective assessments are bas"d on manag"r#nt,s judgments and estimates,

I"1", jT:-U.: :unt and timing of recorded expense fo'r a.ny per'iod"woulO ditrer depending on
rneJuogmenr"s and estjmates made for the ye8r.

1-t^.:.f*::*r:T.3 
t , 20 | | and 201.0, reoeivabtes amounting t o ?1,066,t12 have been tu y

prov)oed wttb altowanc€ lbr impaiment losses.

Inpairment oJ AFS fi,nnnciql osseb

3:^"_lTtTLl*p AFs-equity se{.uriries as impairod when there has been a significant orprolonged decrrne in the fair varue below cost or where other objective evidend of impairment
exists. The determination of what is .significant, o, ,p.otongJi."luG 

ludgnrent. fhe
Company treats 'significant' generally as 20% or mor. o, ,piolong"d; 

as greater than 6 months forquoted equity s€curities. In addition, the Company evaluatis othei factor!, including normalvolatility in share priae for quoGd equities.

AsofDecember31,2011and2010,AFSfinancialassetsamountedtonitandFl54,324,
respectively (see Note 5).

Recognition oJ deferred tax a.s.rets

f;Sllecember ft,201l and 2010, deibned tax assets have not been recognized in respect ofrr(JLLU anc allowance lor impairment losses that are available for offset against fiJture taxable
rncome or t&{ payable, which shall be available for the three succeeding years, because
management believes that it is more likely than not that the tax benefidofthese will not be
realizod in thc future 

-G:: 
Note 9) As ofbecember 31, Z0l I and 2010, unrecognized defened tax

assets amourded !o F2 ,092,938 and pl ,992,41 1, respecrively.

lilrtr[ilfrflmt|iliffflmililfr$
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4. Cash on hand ard in bstrk

This account consists of:

2011 20r0
Cash on hand
Cash in bank

P4,9s9 F5,000Y-:_:_y-," 3,540J04 4,964,760

5. AFS Financiel Asseb

2011 2010
Balance at beginning ofyear

cash in bank eams interest at the prevairing bank deposit rates. Intercst earned on cash in bank
amounted ro pl3,031, pl 8,241 an; Fll s i;201 l, zor o 

""a 
zooS;i;p*t*",y

This account represents 350,737 sbarcs in Suntrust Home Development, Itc. (Sunlrust) as of
December3l,20l0. The entire balance ofAFS financial asseh was sold in 201l. The cost of
these investrnenls as of December 3 l, 201 I and 2010 amounted to nil and F9l,l9l, respectively.

The movements ofAFS financial assets follow:

Additions
Disposal
Fair value

Pr54p24

754324

F408,3 s4
|,542,662

(1,822,662)
25

In 201 l,-2010 and 2009, the Company sold AFS financial assets amounting to *154,324,
P1,822,662 andP2,140,865, respectively, The sale resulted to the recognition of realized gain in
the Compary's statemenb of income amounting to Fg5,762,?112,.727 ind ?2g0,000 in 201 I,
2010 and 2009, resp€{tively.

The movements of reserve for fluctuation on AFS financial assets follow:

20ll 20r0
Balance at beginning ofytar P63,133

22,629
P3 7,1 63
t38,697Fair value changes

Realized
Balance at end

I

lil|ilfl ilffi ui tililtilffi il ilfl fl tl
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6. Other Curreot Assetg - nJ

This account oonsists of:

2077 2010
Prepaid taxes
Creditable withholding tax

P19?6300
r,t37,430

852,977

Ft,976,300
'1,137,429

774,419
Input VAT

14.488
3,986,707 3,902,635

Less allowance for

Movement for allowaace for impairment losses follow:

I
PI

2011 2010
Balance tt beginning ofyear
Additior,
Reversa.:-
parance at end ot year pl or(6 ?or pt e7K ?oo

F1,976,300 P1,976,300
1,990,407

7. Accrued Expenses and Other payables

This account consists ofl

2011 2010
Accrued expenses P110,000 F110,000

9,412 '7 .37 4
Flr9 Pt t7 .37 4

Accrued expenses and other payables are non-interest-bearing and are generally wi$in 30- to 60-
oav terTns.

E. Equify

Capital Stock

The authoriz:d capital stock ofthe Company follows:

2011 20to
Commorr stock, Fl par value

240,000,00 shares P240,000,000 P240,000,000



The movements in the number of shares issued and outstanding follow:

20Il 2010
At the blrginning of year
Issuance

190,000.000 180,000,000

Ar rne end ot vear

Subscribed and outstanding shares ofthe Companv follow:

20tt 2010 2009
Subscribed and paid Fs,045,000

receivable 4

9. Income Tax

NOLCO
Allowance for

F3,598,899
3.042.472

Tax rate
6,969,459

30%
6,641,371

30%

In its quarterly. report, to the Philippine Stock Exchange for the period ended March 3 l, 200g, the
LomPany dlscrosed that certain stockholders have agreed to convert FI,100,000 oftheir advances
into share capital subject to the approval ofthe BOd on the pricing andother terms ofthe
converston.

On November 5, 2009, the BOD approved a resolution authorizing the cancellation ofthe
conversion ofadvances from shareholde$ to deposits for fiJture stiok subscriptions amounting to
F1,r00,000.

Ol,?:^.Il: D, 2009, the BOD approved a resolution authorizing the Company to issue a rotal
oI I u,uuo,'Ou common shares out oftho existing authorized oapita! stogk at a subscription prica of
Pl per.share, or a total price value ofpI0,000,000. Out ofthe irl0,000,000 capital stock
subscribed, an amount equal to p5,045,000 was paid by the stockholdeis on the same date.

On January 29, 20l0and February l, 20 t 0, the Company,s stockholders paid for the outstanding
subscription: receivable amounling to F3,655,000 and F1,300,000, respectively.

The provision for income tax consists offinal tax on interest income.

Deferred tax assets on the following deductible temporary differences have not been recognized in
the financial statements :

Deferred tax assets are recognized only to the extent that taxable inoome will be available asainst
which deferred tax assets can be used. The company will recognize a previously unrecognized
deferred tax asset to the extent that it becomes proba'ble that fuirre taxable incorne will allow the
defered tax dsset to be recovered.
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The Company's NOLCO as ofDecember 31, 201 I consists of:

Year Incurred Amount
?t,06i,631 --l**#zvtu 1,418,512 rn1.l

The movements in NOLCO follow:

20ll 2010
Balance at beginning of ycar- P3,598,899

r,440,844
P3,322,914

|,418,512

(?249,91O)

320,289

(84,000)

(11)

Addition

The reconciliation between the statutory income tax and the effective income tax follows:

201
Statutory income tax
Add (deduct) tax effects of:

Change in urreoognized
deferred tax assets
Non taxable realized

garn on available-for-
sale financial assets

Interest income subjected to
lower tax rate
Nondeductible entertainmen!

amusgmenl and recrealion

(F429,31s)

43X,2s3

(25,12e)

0,303)

(P399,107)

425,554

(33,818)

(t,824)

10. Related Party Transaction

The,Companl eniered into an_agreement with GNCA Holdings, Inc. (GNCA), an entity controlled
by the uomFany's presiden! for the sharing ofcommon costs incurred on the leased oifice spaoe.
The agreemrlrt provides that the Companyihall pay fixed monthly utility charges ofpt 5,000 and
Fl0,000 in 201 1 and 2010, respectiveiy, in lieu of its proportionat-e shari in monthly rentals on the
leased premii;es.

Total utility charges amounted to p0.18 million and F0.12 million in 20l l and 2010, respectively
as presented in the statement ofcomprehensive income.

l.l
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11. Basic/Diluted L*" pu. Slri
Basic/diluted loss per share was compuied as iollows:

2011 2010
Net loss (a)
Weighted average number of

outstanding common shares

*3,42,4,062 Ft,334,004 F833,096

The basic EPS is equal to tlre diluted Eps since tlre company has no potentiar shares that wifl
have a dilutive effect on EpS.

12. Financial Instruments

Fair value information
Due to the short term nature ofthe Company,s financiai instruments, their fair values approximate
their carrying amounts as of December j l, iOl I and 2010.

Fair Value Hierarchy

T3jo1n1V "o19iders 
its AFS equity securities amounting to p154,324 as of December 31,

LUluunderJ-evel I classification (se€ Note 5). During the reporting periods ended December 31,
201 I and 20i 0, there were no tralrsfers behveen Leveil and ievel i iair varue measurements, and
no transfers into and out oflevel 3 fair value measurement,

Einancial Riik Management Objectives and policies
The Company's principal financial instrumentl comprise of cash on hand and in bank, AFS

ll*.1"1 Tt:" and accrued expenses and other payables. The main purpose ofthe Company's
Irnancral rnstruments is to fund it,s operational and capital expenditues.

:x!:sure 
to.cT!it, li-quidity and market price risks arise in the normal course of the Company,s

busrness activities. The main objectives of tle Company,s financial risk management are as
tollows:
. to identi4, and monitor such risks on an ongoing basis;. to minimize and mitigate such risks; and. to provide a deFee of certainty about costs.

Interest rate risk
lDterest mte risk is the risk that the value of a financial instrument will fluctuate because of
changes in market interest rat€. The company's exposure to the risk of changes in market intercst
rates relates primarily to the Company's cash in bank with fixed interest rates,

Credit risk
The inveshnr:nlofthe company's cash resouroes is managed so as to minimize risk while seeking
to enhance y:eld. Tbe Company's holding of cash exposes the Company to credit risk ofthe
counterparSi ifthe counterparty is unwilling or unable to fi:lfill its oblig;tions, and the Company
consoquontll suffers financial loss. Credit risk management involves entering into financial
instruments i-;nly with counterparties with acceptable credit standing.



- t8 -

Th1 mgimyl gxposure to credit risk ofthe statements of financial positron pertains only to cashon hand and in bank amounring to p3,5 +S,zAl na e+,eie,lCO'* lf i*"_ou, s 1, Z0t I and 2010,respectively (see Note 4)-

The Company's cash on hand and in bank has high grade credit quality.

The credit quality ofthe financial assetr was determined based on the oature of the counterpanD,
and the Company's historical expenence with them.

As of December 31,2011 and 2010, t}e Company's receivable amounting to Ft,066,172 is fullyimpaired.

Liquidity riik
Liquidity or!fundingrisk is the risk associated with the difficulty ofselling financial assets in atimely manrEr at their yalues to me€t obligations.

The Cornpany seeks to manage its liquidity profile to be able to finance cspital expenditures andworking capital requir€merts.

The Company's accrued expenses and other payables are all due within one year.

Price risk

I:_!:T|*I'r o:ice risk expos.ure as of December i l, 2010 relates to the Company's AFS
nancrar assets where values will fluctuate as a result ofchanges in market pricei.

l^r^:l 
,:r],":l1rl .:curities are subject to price risk due to changes in market values arising Iiom

ractors specrtrc to individuar instrumenb or their issuers or factors affecting alr instmnren; naded
in the market.

Price risk is the risk that firture cash flows will fluctuate because ofchanges in market prices of
individual stocks and rhe changes in the level ofphilippine Stock Exchange index (pSEi).

The sensitivity ofnet asset varue is the effect of the assumed changes in the market index on AFS
financial asstrB for the effects of the assumed changos in market irijex.

Tle following table demonstrates the sensitivity to a reasonably possible change in the market
prices, with"rll variables held constanl ofthe iompany's equity.as ofO"c"mUer 31. 2010.

Fl2,E l5
Gr2,8l5)

In20l 1, tle company sold its entire AFS financiar assets, fhus, no impacr assessment on net asset
value as at December 31, 201 I was made to detemine orice risk exoosur".

The impact on net asset value is arrived at using the reasonably possir ne rmpacr on ner asset value is arived at using the reasonably possiblE efiaiig?,
specific adjusted beta of each stook the Company holds. fh" p*ri6f..r6#g"?
*::::i:it:::-:i9,Jy 1:l:i.1,-"f?sE index for the pasr I year! .
fotecasted measur€ ofthe volatility of a security or a portfolio in comperistm t

t4%
(r4%)

whole.
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Capital Ma4agement

i:l::lJ ^"_til"l11:.:f]h 9g.1.-v,s capitat management is to ensure thal it mainrains a sr_onscreorr ranng and hearthy capitar ratios in order to support its business and maximize shareholder

.t_"i: ll: (-"'tq:ly manages its capital structure and makes adjustments to it, in light ofchanges
rn economlc conditions.

As-of December 31, 201 l, 2010 and 2009, the Company has a deficit of Fl E6,554,149,
P183,130,087 and P181,796,083, respectively. The Company,s policy to address the current
oorrcrt rs to borow capitar fiom its sharehorders in rhe form ofadvances. Arso, in 2010, in order
to shengthen capital position and address the deficit incurred due to non-operation, the company
has issued additional sharos amounting to pl0 million.

The Company is not subject !o any extemally imposed capital requirement.

13. operating Segments

As of December 31, 201 I and 2010, the Company has no operating segrnent since it is rlot
engaged in any investing and operating activit. The Management-con'tinues to assess rnvestment
oPportunities and vadous options regarding operations that the Company may undertake in the
luture.

The Company has no revenue outside the philippines and no revenue from a single customer,
hence, t}Ie (l,rmpany did not present geogaphical information requireJ by PFRS t

14. Supplementary Information RequiruO UnO"" n"ven* nigul"tion, D_2

The Compiny is subject to the regular rate of 30%.

a. The Company has no sales/receipts/fees in 201 l.

b. The Company has no cost ofsales in 2011.

c. The Company has no non-operating and taxable other income in 201 l.

d. The itemized deductions ofthe Company in 20l l are as follows:

fees
rate

F428,641
408J8 8

25s,050
I80,000

Salaries and wages
Stock exchange listing fee
Rent and utilities
Office supplies and p nting costs
Transportation
Taxes and licenses
Entertainment, amuseme[t and recreation t- ta) ..,

'' .'' lu .'Misoellaneous
Total itemized deductions

The taxes and licenses paid by the Company and claimed tn

/ -t.
201 I pertains to license and permit fees amounting to p9,j4
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I 5. Supplemetlary f nfo"m

I":TL,,tl"-" ynn the rcquirements set forth by Revenue Regulations l5-20I0, hereunder arc thernromatron on taxes and license fees paid or accrued in 201 l.
Value added tax (VAT)
T.e_company's sales are subject to output vAT while its importations and purchases from otherVAT-registered individuals oi corporations are subject to i"fiJVai. 

-ltr" 
va T rate is l2o/o.

a. The Company did not have any transaction subjected to output VAT in 201 1 .

b. Inpur VA T for 201 I

Balance at January l, 201 I
Cunent year's domestic purohases/paynents for:

Goods other than for resale or manufacture

?'t74,419

10,07t
487

852,977

Documentary Slamp Tax
The Company did not have any transaction subject to documentary starnp tax in 201 I .

Other Taxes and Licenses
This includes all other taxes, iocal and national, including licenses and permit fees lodged under
the caption "Taxes and Licenses" in the Company.s state*man, of inaor'"

Local
Mayor's permit p6 r r o
Business ;learance
Notarial f3es I 'loo
o,h.* - l,?ll

Services under accounts

Claims for tax credit

Nationql
BIR Annual

Withholdins Taxes
The withholding taxes paid in 20l l follow:

t ax on compensation and benefits
taxes

Tax Assessment and Cases
The Company has no Final Assessment Notice and./or Formai letter
Internal Revenue (BIR) for alleged deficiency inoome tax, VAT anr

9,04t

Balalce at Decernber 3l

The Company did not have any irnportation transaction in 201 I .

In addition, the Company has no pending tax case outside tle administ.atron
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INDEPENDEM AUDTTORS' REPORT
ON SUPPLEMENTARY SCHMI'LES

Tle Stocldolders aud the Boed ofDir€ator
Minerales Lrdusttias Corporation
Room 32?, 3rd Floor, LRI Design plaza
210 Nicanor Garcia Stre€t, Barangay Sta- Cruz
Makati City

we have audited in accordance wit! Philippine standards on auditing, the financial statemcnts of
Yiner€:lT In&strias Cofporatiou as at Decenbff 31, 201 1 and 20I0 and for each of the three years in
the period erded December3l,20l l, included in tlis Form I Z-A, and have issued. ou! rcport thereoD
dated Marctr 27,2012. Our audifs llere made for the purpose offorrning an opinion on lhe basic
fi,rancial state&ents taken as a whole. The schedules listed in the IndE ( to fte Finsncisl statements
and supplementary schedules are the responsibility ofthe company's management. These schedules
are prcsented,fot puposes ofcomplying with Securitier Regulation Code 69, As Amended (201 l) and
are rct part qf the basic finarcial statcrnonts. These schedules have been subjected to 0re auditing
procsdures applied in the audit of the baric fitrancial statemetrts and, in our opinion, fairly state, in all
mateial respects, the information required to be set forth therein in reletion to the basic finEncial
staiemetrb taken as a whole.

SYCIP GORRES VELAYO & CO.

n.,A,/A.t

cPA CeItiflcate No. 0091096
SEC Accreditatior No. 0926-.q (Group A),

February I l, 2010, valid until February 10, 2013
Tax Identification No. 178-486-666
BIR Accreditation No. 08{01998-8t-2009,

September 30, 2009, valid until September2g, 2012
PTR No. 3174826, Janr:ary 2, 2012, Makati Ciry

Marchfi,2Dl2

SCV*Co
4lE*t'tsr*Ycruvc

Sycip Gon€r V€layo a co.

1226 Msr(g! City
Phnipphc6

Phsne: (63?) o91 o3o7
Fexr (632) 819 0072

BOATPRC ReS Nb- 0ot'1,
Jsnuary ?5, 2ltt o, v€lld uoilt Oec€mb€r 31 . 20 t 2

gEC Accr.d?tatqn No. oO1z-FR-? (Grcup4).
FabruEry4, ?010, vdrid untitF€0.u6ry 3, iDtS

emalette R. Santiago
Parb€t

,,\ mtbt ltn or Eni a Y4n0 cLad I idrn



MINERALES INDUSTRIAS CORPORATION
LIST OF PHILIPPINE NrXAN
AS OF DECEMBER 31,2OIT

ADOPTED/NOT
ADOPTED / NOT

APPLICABL-OPFRS j, ,Fftur-lrra e Adii F inan c i al Re por tin s S ra;Aar6
PFRS 2, Share-based p
PFRS 3. Brasizcss Cotnbiianons NOT APPLICABLE
PFRS 4, Insuranct Cont i"ts
PFRS 5, Non-curre"t i"";GE.td NOTAPPLICABLE

and Evaluation of Mineral Reiiurcet
PFRS 7, financia! tnsry!^"rri, Oisd-i l;
PAS l, P"esentqtionofiilc;;[ Slrrlffilr-
PAS 2, Inventories
PAS 7, Stltement qf Ca+h Flows
PAS I, Accounrinr F, in Accoanting Estinates and Errors
PAS 10, Even rs the Reportinr Periii
PAS ll. Cazsauc ion C<tiiiis
P AS 12, Incotne Tttxes
PAS 16

PAS 17, Zeases NOTAPPLICABLE
PAS 18. Revenue

NOT APPLICABLE
PAS 20, Accowtingfo, Gor"rn 

"ot 
GdiffiEilli*i$

Government Assistsnce
PAS 2L The i4 F ore ign Exchanre Rat es

NOT APPUCABLE
PAS 24, Related party Diitosuru

Retirement Benefit P
P AS 27 , Consoliduted and Financial Statements
PAS 28, .{nvestme ns in Asiciates NOTAPPLICABLE
PAS 29, Financial Economies
PAS 3 I , lRlel€srs in Joint ienures NOTAPPLICABLEPAS 32, Financial Insrrlt nen-,-^ Fr"";;Gfon

Share
PAS 34, Interim Financial

Liabilitiqs and Contingenr Asii
PAS 39, ftnrmcia ! Instrunents: and Measuremenl
P AS 40 , Int'estment
PAS 4I
Philippine lnrerprerarion LFRLC-@
Res tor otion and Similar Liab ili ties



PFRS
ADOPTED / NOT
ADOPTED / NOT

APPLICABLErn fppfne Interprebtion IFRIC-Z, Members, Shares in Co-oDerative
E ?liri6 an / Sin j/ar lnstrumenE NOT APPLICABLE
P hi I i.pp inp tnterpretztton is@
conlqtr8 a Lea.se NOT APPLICABLE
Philippine lnterprctation IFRIC-5, Aign3 ]o1ie""s ts arising from
Decommissionin+, Restorq4on and Environmental Rehabiltrition Funds

NOT APPLICABLE
Philippine lnterpretation IFRIC-A, Ziat ititi.i ai* i"g f.on pqrtic ipating
in a SpeciJic Market - Was!.e Qtectricat arut Elecnoiic Equipmeni NOT APPLICABLE
P hi lippine tnterpre tao on n ntc-l@ n
under PAS 29 Financjgl Reporting in Hyperinflationory Econimies NOT APPLICA.BLE

Philippine lnterpretarion IFRIC-9, Reassessient oS Embedded
Derivatives NOT APPLICABLE

Phi I ippine f nterpre tation lp@
Imnairment ADOPTED

Ph ili ppine ln terpretation I E@ NOT APPLICABLE
Philippine tnrerprerarro, lpXtC-t5,Z^nii towt:Frosr;;;A NOT APPLICABLE
Philippine tnrerpreration fffiC.tq, pAS 19 - TheTini;;; Delina
BeneJiI Asset, M\|4um Fund.ing Reguiremenls and rheir lnrer;cfion NOT APPLICABLE

Philippine Inrerpretarion IFRIC- 16, .t/edges oJi Uiinvestn"ttt in a
Foreign Operation NOT APPLICABLE
Philippine lnterpretation rcxic-tMto
Owners NOT APPLICABLE

Philippine lnterpretariln IFRIC-18, ?airsfe rc of esren {roiEGt&"r, NOT APPLICABLE
Philippine lnterpretation IFRIC-t9, WU"gtthi"E Firn rci"ni"bilitu,
wirh Equiry Instrum3nts NOTAPPLTCABLE
Ph i i i pp i ne lnter?rer4r i oi S tCiL t n r U"c t W S * 

" 
n r o NOT APPLICABLE

Philippine I nterpretation StC- tO, Goernn-mt Es*tanci -Ti SGlific
Relation to OperuinE Acriviries NOT APPLICABLE

Phitippi e lnterpreraiion ptg -ti,ffi NOT APPLICA,BLE
Philippine lnterpreErion SIC- 13, LoUtly Coitro ed ttrnUs - non-
Monetary C ontributions py Venarers NOT APPLTCABLE

Philippine lnrerpretadon p9-1, Op"r"ti"gG*"s J""e"n*" NOTAPPUCABLE
Philippine lnterpretation SIC-21, Income Taces - Recoverv of Revatued
Non- Depreciable Assett NOT APPLICABLE

Philippine lnterpretation SIC-25,Income fait , Cn*rso i" tl" T*
Sratus o.fan Entity or its Shoreholders NOTAPPLICABLE

Philippine Interpretation SIC-27, Evatuating *e Sibionce of
Transactions Invqlvjng the Legal Form ofa Lease

NOT APPLTCABLE

Philippine lnterpretation SIC-29,Senice Cinieinn ananpe,nenty
Disclosures NOT APPLICABLE

Philippine Interpretation SIC-@
A d,'e r li s i n g S er-v i c e s NOT APPLICABLE

Phif ippine lnrerpretatio! |IC-32, Intangible ,Cssers - Wb Sie Cosi NOT APPLICABLE



AS OF DECEMBER 31.2011

Financial Soundness Indicators

Since the company is not in commercial operations, its financial
oeriods are as follows:

soundness indicaiors in two comparative

FSI Calculation December 31. 20ll December 31,2010

Current Ratio Current Assetycunent Liabilities 29.86x 58.75x

Quick Ratio Cash /Current Liabilities 29.69x 42.34x

Debt to Equity Ratio Liabilities/ Stockholders' Equitv 0.03x 0.02x

Asset to Eouitv Ratio AssetVStockholders' Eouitv 1.03x .99x

Interest Coverase Ratio
Eamings Before Interest &
Taxesllnterest ExDense N/A N/A

Gross Profit Marsin Cross ProfiVNet Sales N/A N/A

Book Value per share
Total Assers -Total Liabilities/
Outstandins Shares 0.018 0.04

l-oss per Share
Net Loss/Weighted Average
Number of Shares Outstardins (0.018) (.007)

Current Ratio

Quick R.atio

Debt to Equity

Asset to Equity Ratio

Book Value/Share

Loss per Share

December 31. 2011 December 31. 2010

3,565,263/1t9,4t2 6,896,0961t t7,374

3,545,263/119,4t2 4,969,760/117,374

tt9,412/3,445,851 t17,374t6,933,046

3,565,263/3,445,851 6,896,096/6,933,046

3,445,85t/190,000,000 6,933,046/190,000,000

3,424,062/190,000,000 r,334,004/190,000,000

The cunent ratio is a general and quick measure of a company's liquidity. It represent$ the ratio ofall current
assets to all current liabilities, [t is also known as the "Working Capital Ratio" because working capital is the
excess ofcurrent 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.

Asset to equity ratio is us€d as measure of the company's leverage and long-term solvency. It compares total
assets to total stockhold€r equity.



The interest coverage ratio is calculated by dividing a company's eamings before intercst and taxes (EBIT) of
one period by the company's interest expenses of the same period. This is a ratio used to determine how easily
a company can pay int€rest on outstanding debt.

Gross profit margin represenis the margin of sales revenue over the cost of goods sold, and is a measure of
profitability before considering selling, general and administrative expenses as well as finance costs.

Book value per share is a measure ofstockholders' equity. It represents the diflerence between total assets and
total liabilities then divide that total by the number ofcommon shares outstanding.

Loss per share is computed by dividing the net loss by the weighted avenge numhr of common shares
outstanding.



MINERALES INDUSTRIAS CORPORATION
STATEMENTS OF FINAI{CIAL POSITION
(Unaudited)

ASSETS

Curent A3setj

Cash and cash eouivalents

Other current sssets - net

LTABILITMS AND STOCKIIOLDERS' f,,QUITY

Cunent Liabilitics
Accrued expenses and other payables _ p 4rSlt p

3,545,263

Totrl CureDt Asseb L262.699 3-565-263

1r9,411
Toaal Cu.retrt Lirbiliti$ 4.tl* 119,41|

Stockholders' Equity
Capital stock - P1 par value

Authorized - 240,000,000 sharet

Issued - | 90,000,000 shflres 190,000,000 190,000,000
Deficit {rE?,742,r10} (186,554,148)

_. _ Jolrl S,aocklold€n' Equity 2,2S7,8t0 3,445,852
TOTAL LIABILITIES ANr) STOCKEOLDERS'EQUTry p 2.262.69t p 3.565.263



MINERALES INDUSTRIAS CORPORATION
INTERIM STATEMENTS OF' INCOMD
(Unaudited)

INCOME
Interest

Gain on sale ofmarketable securities
20,t02 2,473

EXPENSES
Salaries and other employees benefits

Listing Maintenance Fee

Professional fees

Utilities

Representation

Transportation

Office supplies and pdnting costs

Miscellaneous

107,000

62,s00

5t,90?

45,000

21J92
9,084

8,206

91,829

62,500

142,294

45,000

35,424

9,170

20,187

17.7 t3

rNcoME (LOSS) BEFORE TNCOME TAX
Provision for income tax



MINERALES INDUSTRIAS CORPORATION
INTERIM STATEMENTS OF INCOME
(Unaudited)

10,874
Gain on sale of muketable

EXPENSES

Professional Ges

Salaries and other employees benefits

Listing maintenance fee

utilities
Representation

Directors' per diem

Offce supplies and printing costs

Transportation

Taxes and licenses

Telephone & Postage

Seminar Fee

Mscellaneous

3:16,0r9

30r,000

192,550

135,000

92,239

80,000

47 $73
26,789

tr219

t 949

261,855

263,488

192,550

l3 5,000

68,381

sl 700

25,834

9,541

9,s56
t4 ?s1

14.117

rNcoME (LoSS) BEFoRE TNCOME TAX
for income

NET INCOME AFTER INCOME TAX

(r,r73,43slP (i,035,641)

I 175

037.8187

r{ET TNCOME (LOSS) pER SEARE (No.e 7) + (0.0063) p (0.0oss)



MINERALES INDUSTRIAS CORPORATION
INTERIM STATEMENTS OF COMPREI{S'NSWE INCOME
{Unaudited)

Ouefier Ended SeDtember 30

NDT INCOME/ ( LOSS)

oTHf,R COMPREHENSTVE INCOME/O,OSS)
Net unreatized gain (oss) on available-for sale

(3fit ?2E) (422,r39)

TOTAL COMPREEf,NSryE INCOME / {I'SSI P {300.?28i P (443.i83\



MINERALES INDUSTRIAS CORPORATION
INTERIM STATEMENTS OF COMPREHENSIW INCOME
(Unaudited)

2012 20tl

NET INCOME (LOSS)

OTEER COMPREmNSTVE TNCOME(r0ss)
Net umealized gain (loss) on available-for sale

(1,rE?,e72) (1,037,816)

TO



MINERALES INDUSTRIAS CORPORATION
STATEMETITS oF cHANGES IN srocr(HolDrns' neurrT
(Unaudifed)

CAPITAL STOCK - P I parvalue
Authorized - 240,000,000 shares

Issued - 190,000,000 $hrres

DEFICIT:

Batance at beginning ofperiod

1t0,000,000P t90,000,000

(187,441392\ (183,74s,764)

Balance at end of 187.742.1201 fl84"167.903

Reserve for fluctuation in value ofavailable.for-sale
equitysecudtigs - 87.685

P 5.9r 9.782

Net loss for the quarter (300,72E) (422,139)



MINERALES INDUSTRIAS CORPORATION
STATEMENTS OF CHANGf,S IN ST@KEOLTIERSI AQUTTY
(Unaudited)

CAPITAL STOCK- P l parvalue
Authorized - 240,000,000 shares

Issued - 190,000,000 shares

DEFICIT:

Balance at beginning ofperiod
Net loss for the 9 months period

190,000,000P 190.000,000

(tt6,s54,r48) (183,130,087)

{1.1E7.972t fl-037.816)
tE7.742.la0t fl84.167

Reserve for fluc-tuation in value of available-for-sale

87.685

919



t

MINERALES INDUSTRIAS CORPORATION
STATEMENTS OF CASH FLO\ryS
{Unaudited)

CASII FLOW FROM OPERATING ACTIWTIES
Net Income (Loss) before income tax
Adjustmen$ to reconcile net loss to net ca$h

used in operating activities:

P Qe6,707\ * (421,645)

Operating income (loss) before working capital changes

Decrease (Increase) in prepaid and other current assets

t02
(3r6,809)

63,117

(424,r18)

49,200
in accrued and other

Cash generated from (used in) operations

Interest rec€ived

1

(254,692)

20,102

(374,9t8)

2,473
Income taxes

Net cash

C'ASE FLOW FROM NNANCING ACTIVITY

4

Increase in advances from shareholoers

NET INCREASE {DECRTASX} IN CASII

CASE AT BEGINNING OF PERIOD

(238,6rr)

2,350,86E

(372,940)

4,069,861

CASH AND EQUWALENTS AT END OF PERIOD + 2,112,257 P \6gQg2I



MINERALES INI}USTRIAS CORPORATION
STATEMENTS OF CASE F'I.OWS
(Unaudited)

CASH FLOW FROM OPERATING ACTIVTflES
Net Income (Loss) before income tax
Adjustments to reconcile net loss to net cesh

used in operating activities:

Interest inmme

(r,r73,435) P (1,035,641)

Operating income (oss) before working capital changes

Decrease (Increase) in prepaid and other crlrent assets

lncrease @ecrease) in accrued and other pavables

(1,r00,7s0)

(r30,440)
(1,O24,768)

(120,810)

fl14.594) { 114.2t3\
Cash generated from (used in) operations

Interest r€ceived

Income taxes paid

(rJ4s,784)
(7Z,6Es)
(14.5371

(t,2s9,79r)
(10,874)

(2.17 5'l
Net cash

CASE FLOW FROM FINANCINGACTIVTry

NET INCREASE (DECREASE) IN CASE

CASH AT BEGIIYF{ING OF PERIOI}

(r,433,006)

3,s4s263

(l,272,839)

4,969,7@

CASE ANp EQUTVALENTS ATqfplQr lLRroD p 2,rr2,257 p 3596.921



MINERA.LES INDUSTRIAS CORPORATION
NOTES TO FINANCIAL STATEMENTS (Quartertv report for period ended September 30, 2012)

l. 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. Its present primary purpose is to engage in the buiiness of
exploration, exploitation and development of the country's various mineral resources. The registered
office address of the Cornpany is Room 322, 3rd Floor, LRI Design P1az4 210 Nicanor Garcia Street,
Barangay Sta. Cruz, Makati City.

On July 26, 2007 aul,d, August 31, 2007, the Board of Directors (BOD) and stockholders of the
Company, respectively, approved the following amendments to the Company's Articles of
lncorporation :

a) Change in company name from Multitech Investrnents Com. to Minerales Industrias
Corporation;

b) Change in primary purpose frorn holding to mining; and
c) Change in registered address ftom 2?nd Floor, Unit E-2005 A Easg philippine Stock Exchange

Centa', Exchange Road, Ortigas Center, Pasig Ciry 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.

The Company's management continues to assess investrnent opporhnities and various options
regarding operations that the Company may uadertake in the future.

2. Summary of Significant Accormting policies

Basis of Preparation
The aocompanying interim frnancial statements have been prepared on a historical basis, except for
available-for-sale (AFS) financial assets that have been rneasured at fair value. These finarcial
statements are presented in Philippine Peso (P), the Company's fiurctional currency. All amounts are
rounded to the nearest peso unit unless otherwise indicated.

Statsment of ComDliance
The interim financial statements have been prepared in accordance with Philippine Financiat
Reporttng 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 interlm report

Chanqes in Acrountinq Policies
The accounting policies adopted are consistent with those ofthe previous financial year except for the
adoption of the following new and amended PFRS, Philippine lnterpretations of International
Financial Reporting Interpretations Cornmitt€o (IFRIC) interprotations 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 Cornpany's
financial statements.



. Amendrrent to PAS 24, Related party Disclosures

. Amendment to PAS 32, l''inancial Instrumenrs: presentation - c.lassifcation of Righrs Issues. Arnendment to Philippine Interpretation IFRIC 14, prepayments of a Minimum Funding
Requirement

o Philippine Interpretation IFRIC 19, Extinguishing Financial Liabitities v,ilh Equiry hrtluments

Improvemenls to PFRSb
The omnibus amendments to PFRSs issued in May 2010 were issued primarily with a view to
removing inconsistencies and clarifiing wordings. There are separate transitional provisions for
each standard which became effective on Janury l, 201l. The adoption ofthese new standards did
not have a significart impact on the Company,s financial statements.

o PFRS 3 (Revised), Brciness Combinations
r PFRS 7, Financial Instruments: Disclosures
r PAS l, Presentation of Findncldl Sbtements
. PAS 27, Consolidsted and Separate Financial Statements
. PAS34, Inlerim Financial Reporting
o Philippine Interpretation IFRIC 13, Customer Loyalty programmes

Future Changes in Accormtinq Policies
The Company adopted the following new and amended standards and interpretations when these
became 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 fi:rancial
statements.

Effectn e 2012
o PAS 12, [ncome Taxes - Recovery ofLlnderlying Assets

The amendment becomes effective for annual periods beginning on or after Januay l, 2012. The
anendment clarified the determination of deferred tax on investment propsrty measured at fair
value. The amen&nent introduces a rebuttable presumption that defened tax on investment
property measured using the fair value rnodel in pAS 40, [nvestment property, should be
daermined ol the basis that its carrying amount will be recovered tkough sale. Fudhermore, it
introduces the requirement that defened tax on non-depreciable assets that are measured using the
revaluation model inPAS 16, Property, Planr and Equipment, alwaysbe measured on a sale basis
of the asset.

. Amerdments to PFRS 7, Financial Instfuments: Disclosures - Enhanced Derecosnition
I)isclos ure Requrements
The amendment became effective for anual periods beginning on or after July l, 201l. 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 recluires disclosures about continuing involvement in daecognized assets to enable
the user to evaluate the nature of, and risks associated with, the entity's continuing involvemenl
in those derecognized assets. The amendrnent a{fects disclosures only and has no impact on the
Company's financial position or perfomrance.



Effectire 201 3
. Amendments to PAS I, Financial Slatement Presenlation, Presenlalion of ltems of Other

('omprehensive Income
The amendmetts are effective for annual periods beginning on or after July l, 2012. The
amendments to PAS I change tle 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 derecogaition or settlement) would be presented separately fiom items that will
never be reclassified. The amendment affects presentation only and has there no impact on the
Company's fnancial position or performance.

o Amendment to P AS 19 , Employee Benefits
This arnendment is effective for annual periods beginning on or after January 1, 2013.
Amendments to PAS 19 range from firndanental changes such as rernovilg the corridor
mechanism and the concept of expected returns on plan assets to simple clarifications and re-
wording.

o PAS 27 (ReviseA), Sepdrate Financial Statementt
This arnendment becomes effective for arurual periods beginning on or after
January 1, 2013. As a consequence of the new PFRS 10, consolidated Financial srotements and,
PFRS 12, Disclosure oJ'lnleresls in Other Entilies 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 Associales and Joint Ventures
This amendment becomes effective for arurual periods beginning on or after
January 1,2013. As a consequence of the new PFRS 11,.Ioilrtl rrangements and pFRS 12, pAS
28 has been renamed PAS, 28 Investments in Associates and Joint Fentures, and describes the
application ofthe equity method to investments in joint ventures in addition to associates.

Amendments to PFRS 7, Financial Inslruments: Disclosures - Offsetting Financidl Assets and
Findn c i a I Liab i I it i e,r

The amendments to PFRS 7 are to be retrospectively applied for armual periods beginning on or
after January 1,2013. These amendments require an entity to disclose infomration aboul rights oi'
set-off and related anangements (such as collateral agreements). The new disclosures are
required for all recognized financial instruments that are ofrset in accordance with pAS 32.
These disclosures also apply to recognized financial instrumorts that are subject tc an enforceable
master netting arrangement or 'similar agreement', irrespective of whether the,y are offset in
accordance with PAS 32. The arnendments require entlties to disclose, in a tabular format unless
another format is rnore appropriate, the following minimum quantitative information. This is
presented separately for finanoial ass€ts and financial liabilities recos.nized at the end of the
reporting period:

a) The gross amormts of those recognized financial assets and recognized financial
liabilities;

b) The amounts that are set offin accordance with the criteria in PAS 32 when detennining
the net amounts presented in the staternent of financial position;

c) The net amounts presented in tho statement of furancial position;
d) The arnounts 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) ftom the amounts in (c) above.

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

o PFRS 10, Consolidated Financial Statements
This standard becomes effective for annual periods beginning on or afto January 1, 2013. pFRs
l0 replaces the portion of PAS 27, Consolidated and Separale F'inancial Stotements that
addresses the accounting for consolidated fmancial staternents. It also includes the issues raised in
SIC'12, Consolidation - Specidl Purpose Entities. PFRS l0 establishes a single control model
that applies to all entities inctuding 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.

r PFRS 17, Joinl Arrangeme ts
This standard becomes effective for annual periods beginning on or after January l, 2013. It
replaces PAS 3I, Interests in Joint Ventures and SIC-13, Jointly-cantrolled Entilies - Non-
nonelary L:ontributions by Venlurers. It also removes the option to accou t for jointly controlled
entities (JCEs) using proportionate consolidation. Instea4 JCEs that meet the definition ofalornt
venhre must be accounted for using the equity method.

o PFRS 12, Disclosure of lnvolwhrent with Other Entities
This standard becomes ef{bctive for annual periods beginning on or after January l, 2013.
It includes all ofthe disclosures that were previously in PAS 27 related to consolidated financial
statements, as well as all of the disclosures that wero 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 ofnew disclosures are also required.

o PFRS 13, Fair Value Measurcment
This standard bocornss effective for annual periods beginning on or after January l, 2013.
PFRS 13 establishes a single source of guidance undet PFRS for all fair value measuremsnts.
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 pennitted. The
Company is currently assessing tle impact that this standard will have on the fiaancial position
and performance.

Effective in 2014
o PAS 32, Financial Instrumenrs: Presentation - ofserting Financial Assers and Financiql

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 offsef' and atso clarifi the apphcation of the PAS 32 offsetting
onteria to settlement syst€ms (such as central clearing house qystems) which apply gross
settlerrent mechanisms that are not simultaneous. The Company is cunently assessing impact of
the amendments to PAS 32.



Efective in 2015
o PFRS 9, Financial Inslruments: Classirtcafion and Measurement

The standard is effective for amual periods begiruring on or after January 1, 2015.
PFRS 9 as issued reflects the first phase on the replacunent of pAS 39 and applies to
classification ard measurement of financial assets and frnancial liabilities as defined in PAS 39.
ln subsequent phases, hedge accounting and impairment of financial assets will be addressed with
the completion of this project expected on the first halfof2012. T\e adoption oftho first phase
ofPFRS 9 will have an effect on the classification and measurement ofthe
Company's financial assets, but will potentially have no irnpact on classification and
measurements of financial liabilities.

After consideration of the result of its impact evaluation" the Company has decided not to early
adopt eidrer PFRS 9 (2009) or PFRS 9 (2010) for its 201 I annual financial reporting. Ir shall
conducl in early 2012 another impact evaluation using the outstanding balances of the financial
statements as of Decslber 31,2011. The Company wiil disclose in the March 31, 2012 interim
financial statements whether ro adopt rhe 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, t]le
interim report by June 30, 2012 will reflect the application of the requirements under the said
standard and will contain a qna'litative and quantitative discussion of the result of the Company's
rmpact evaluation.

. Philippine Interpretation IFRIC 15, Agreements Jbr the Constructiott oJ Real Eslate
This interpretation covers accounting for revenue and associated expenses by entities that
undertake tlle consbuction of real estate directly or through suboontractors which should be
applied retroactively and prospectiveb. The interpretation requires that rwenue on construction
of real estate be recognized only upon completion, except when such contract qualifies as
construction confact to be accounted for under PAS 11, Corastru ction Contrucls, or involves
rendering of services in which case revenue is recognized based on stage of completion.
Conbacts involving provision of services with the construcfion materials and wbere the risks and
reward of ownership are hansferred to the buyer on a continuous basis will also be accounted for
based on stage of completion.

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

Financial lnstruments
Dale ofrecog ition
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 delivoy of assets within the time fiame established by regulation or
convention in the markeQlace are recognized on the trade date.

Initial recognitton
All fmancial assets are initially recognized at fair value. Except for frnancial assets at fair value
thlough 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 IVPL, held-
to-matuflty (HTM) investrnents, AFS financial assets, and loans and receivables. Financial liabilities
are classified as either financial liabitities at FVPL or other financial liabilities.

The classification depends on dre purpose for which the investrents 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 desiglation at every reporting date.



Financial instruments are classified as liability or equity in accordance with the substance of the
confactual arangement. Interesl dividends, gains and Iosses relating to a financial instrument or a
component that is a financial liabiliqr, are reported as expense or income. Distributions to holders of
financial instruments classified as equity are charged dlrectly to equity, net ofany related income tax
benefits.

As of September 30, 2012 and Decernber 31, 2011, the company has no financial assets and
liabilities at FVPL and HTM invesnnenrs. In 2011, the cornpany disposed all of its AFS financial
assets.

Detemtinqti on offair value
The fair values for financial instruments traded in active matkets at the financial reporfing 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 fiansaction costs. When current bid and ask
prices are not available, the price of the most recent hansaction provides evidence of the cunent fair
value as long as there has not been a significant change in economic sircumstances since the time of
the transaction.

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

Fbir value hierarchy
The Company uses the following hierarchy for deterrnining and disclosing the fair value of furancial
rnstruments by valuation technique:

Level l: 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 markeg either direotly or indirectly.
kvel 3: techniques which use inputs which have a significant effect on the recorded fair value that

ars not based on observable market data.

Dav I profit
Wlere the transaction price in a non-active market is different from the fair value from other
observable current markel transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Cornpany recognizes the difference
betwesn the transaction price and fair value ('Day 1' profrt) in profrt or loss unless it qualifies for
recognition as some type of asset or liability. In cases where use is rnade of data which is not
observable, the difference between the transaction prico and rnodel value is only recognized in profrt
or loss when the inputs become observable or when the instrrunent is derecognized. For each
transaction, the Company determines the appropriate method of recognizing the 'Day l" profit
amount.

Loans and receitnbles
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 enlered into with the intention of immediate or
short-tem resale and are not classifred as other financial assets held for trading, designated as AFS or
frnancial assets designated at FVPL. This acrounting policy relates to the statement of financial
position captron "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 impairmont. Amortized cost is



calculated by taking into accormt imy discolmt or premium on acquisition and fees that are an integral
part of the effective interest rate. The amortiz*ion is included in the interest income in the stateme
of income. The losses arising fiom impainnent of such lours and receivables are recognized in
provision for impainnent losses in the statement of income.

AFS .firnncial assets
AFS filancial ass€ts ar€ those rvhich are designated as such or do not qualify to be classified as
designated as at FVPL, HTM investnents or loans ard receivables.

Financial assets may be designated at initial recogrition as AFS if they are puchased 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 measuremerlt, AFS frnancial assets axe 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 o4 the cumulative gain or loss previously recoguzed in other
comprehensive income is reagnized in profit or loss. wlere the company holds more than one
invesrnent in the same security, these are deerned to be disposed of on a first-in, first-out basrs.
lnterest earned on holding AFS financial assets are reported as interest inoome using the effechve
inte.rest rafe. Dividends earned on holding AFS financial assets are recognized in the statement of
ilcome when the riglt of paluent has been established. The losses arising from impairment of such
investments are recognized in the statement of income.

Oth er f nanc id I I iab ilitie s
Other financial liabilities pertain to issued financial instruments that are not classified or designated
as at FVPL and contains contractual obligatrons to deliver cash or another financial asset to the holder
or to settle the obligation other than the exchange of a fixed anount of cash. A{ler initial
measurement, other financial liabilities are subsequently measured at amortized cost using the
effective interest rate. Amortized cost is calculated by taking into acccunt any discount or premium
on the issue and fees that are an integral part ofthe effective interest rate.

This accounting policy applies primarily to the company's accrued expenses and other payables and
other obligations that meet the above defilition (other than liabilities covered by other accounting
standards, such as income tax payablQ.

Derecoenition of Financial Assets and Liabilities
L'inoncial asset
A financial asset (or, where applicable a part ofa frnancial asset or part ofa group offinancial assets)
is derecognized when:
a. the right to receive cash flows from the asset has expired;
b. the Comparry retains the nght to receive cash flows fronr the assel but has assumed as obligation

to pay thern in fi.rll without material delay to a third party under a ' passthrough" anan gement; or
c. the Company has kansferrod its right to receive cash flows from the asset and either (i) has

transf€ned substantially all the risks and rewards of the asset, or (ii) has neither transfened nor
retained the risks and rewards ofthe asset but has transferred the conhol ofthe asset.

Where the Company has transferred its right to receive cash flows from an asset or has entered into a
"pass-though" arangement, and has neither transferred not retained substantialiy 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 tle asset. Continuing involvement that takes the form ofa



guarantee over the transferred asset is measured at the lower of orignal carrytng arnount of the asset
and the maxirnum 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 dischagd cancelled,
or has expired. Where an existing financial liability is replaced by another from the sarne lender on
substantially different terms, or the terms ofan existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition ofa
new liability, and the difference in the respective carrying amounts is recognized in the statement of
mcolne.

Impaiment 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 rmpaired. A financial asset or a group of financial assets
is deemed to be impaired il and only i{ there is objective evidence of impairrnent as a result of one
or more events that has occurred after the initial recognition ofthe asset (an incurred 'loss event') and
that loss event (or events) has an impact on the estimated future cash flows of the finarcial asset or
the group offinancial assets that can be reliably estimated.

Evidence of impairment rnay include indications that the borrower or a group of borrowers is
experiencing significant financial diificulty, default or delinquenry in interest or principal paymsnrs,
the probability that they will enter bankuptcy or other financial reorganization and where obiervable
data indicate that there is measurable decrease in the estimated future cash flows, such as changes in
arears or economic conditions that correlate with defaults.

Lrnns qnd receivables
For loans and receivables carried at amonized cost, the Company first assesses whether objective
evidence of impairment exists individually for furancial ass€ts that are inclividually significan! or
collectively for financial assets tlat are not individually significant. If the Company detirmines thar
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 sirnilar credit risk
characteristics and collectively assesses for impairment. Those characteristics are relevant to the
estirnation of future cash flows for groups of such assets by being indicative of the debtors' ability ro
pay all amounts due according to the conhactual 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.

lf there is objective widence that an lmpairment loss has been incrmed, the arnount of the loss is
measured as the difference between the asset's carrying amount and the present value ofthe estimated
future cash flows (excluding future rredit losses that have not been incurred). The carrying amount of
the asset is reduced tluough use ofan allowance account and the amount ofloss is charged against the
statement of income. lnterest 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 amormt of the estimated impairment loss decreases because of an event
occurrirg after the impairment was recognized the previously recognized impairment loss is reduced
by adjusting the allowance account. If a future write-cff is later recovered, any arnounts formerly
charged are credited to the current operations. The present value of the estimated fuhue cash flows is
discounted at the financial asset's original effective interest rate. Ifa loan has a variable intsrest rate,
the discount rate for measuring any impairment loss is the current effective interest rate, adjusted for
the original credit risk premium. The calculatron of the present value of the estimated future cash
flows ofa collateralized fmancial 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 ofa collective evaluation of impairment, financial assets are grouped on the basis of
such credit nsk characteristics as past-due status and term.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are
estirnated on the basis ofhistorical loss experience for assets with credit risk characteristics similar to
those in t}Ie Company. Historical loss experience is adusted 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
expenence is based and to remove the effects of conditions in tle historical period that do not exist
currently. Estirnates of changes in future cash flows reflecq and are direchonally consistent with the
changes in related observable data from period to period (such as changes in unemployment rates,
propetty prices, commodity prices, payment status, or other factors tlat arg indicative of incurred
losses in the company and their magnirude). The methodology and assumptions used for estimaung
future cash flows are reviewed regularly by the company to reduce any difference between loss
estimate and actual loss experience.

Al"'S fnancial assets
In cas€ of equity securities classified as AFS financial assets, impairment would include a significant
or prolonged decline in the fair value of the investnents 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
perfonnance. Increases in fair value after impairment are recognized in other comprehensive incorne.

Offsettine
Financial assets and financial liabilities are offset and the net amolmt reported in the stdement of
financial position if and only i{ there is a currently enforceable legal right to offset the r*rsgnized
amounts ard there is an intention to settle on a net basis, or to realize the asset and settle the liability
simultaneously.

Equitv
()apital slock
Capita.l stock is measured at par value for all shares issued.

Defcit
Deficit represents the cumulative amount ofnet losses of the Compally.

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.

Inlerest mcome
Interest income is recogrized as the interest accrues, taling 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 incu.rrence of liabilities that result in decreases in equity, other than those
rclating to distributions to equity partrcipants. Expenses re recognized in profit ol loss in the period
these are inourred.



lngome tax
CuNrent tox
Current tax assets and liabilities for the curr€nt and prior periods are measured at the amount expected
to be recovered Aom or paid to the taxalion authorities. The tax raJes and tax laws used to compme
the amount are those that have been enacted or substantially enacted as of the reporting date.

Defeted tat
Deferred income tax is prr:vided using the liability method on all tenporary differences at the
rcportin9 date behveen the tax bases of assefs and liabilities and their carrying amounfs for financial
reporflng purposes.

Deferred tar liabilities are recognized for all taxable temporary differences widr c€rtain exceptions.
Deferred income tax assets are recognized for all deduciible tonporary differences and n€t operatlng
lof garV over {NOLCO) to t}re extert that it is proba}le that taxable ircome will be available against
which the deductible ternporary diflerences and NOLCO can be utilized.

The carrpng amormt of deferred tan 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 parr
of the deferred income tar asset to be utilized. Unrecognized defered tax assets are reassessed as of
the reporting period a.nd are recognized to the extent tbat it has become probable that firture taxable
income will allow all or pafi ofthe deferre.d tax assets to be recovered_

Deferred tax assets and liabilities are measued at the tax rate that is applicable to the period when the
asset is realized or the liability is setled, based on tax rates (and tax laws) that have been enactgd or
substantively enacted as at the reporting period.

Deferred tax assets and liabilities are offset, if a legally enforceable right exists to set off currenr rax
assets agajnst 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 ofthe arnount ofsales tax except:

o where the tax incurred on a purchase of assets or services is not recoverable ftom the tax
authority, in which case the tax is recognized as part of the cost of acquisition of the asset or as
part ofthe expense item as applicable; and,

o receivables and payables that are stated with the amount oftax included.

The net arnount oftax recoverable from the tax authority is included as part of "Other current ass€ts"
in the statement of financial position.

Basic/Diluted Eamings Per Share
Basic/diluted eamings per share (EPS) is computod based on the weighted average number of
common shates outstanding after giviag 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 construc.tive) as a
result ofa past event, it is probable that an outflolir' ofresources embodfng economic benefits will be
required to setde 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 reimburse{ fhe reimbursement is
recognized as a s€parate asset but only when the reimbursement is virtually certain. The expense
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relating to any provision is presented in the statem€nt of incomg net ofany reimbursernent.

Continqencig!
Contingent liabilities are not recognized in rhe financial statements. These are disclosed unless the
possibility ofal out{low 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 Reoortirg Date
Post year-end events that provide additional informatron about the company's position at the
reporting date (adjusting events) are reflected in the financial statemsnts. Post year-end events that
are not adjusting events are disclosod in the notes to &e financial staternents when matenal.

3. SignificaDt Accounting Judgmenb aDd Estimates

The preparatron of the accompanlng financial statements in conformity with PFRS requires
management to make estimates and assumptions that affect the amounts reported in the frnancial
statements and accornpanying notes. The estimates and assumptions used in the accompanying
financial statements are based upon management's evaluation of relevant facts and cicumstances as
ofthe date ofthe financial statem€nts. Actual resufts could differ ftom such estimates.

Judgmants and estimates are continually evaluated and are based on historical experience and other
factors, including opectations of fuhre events that are believed to be reasonable urder the
clteurnstan ces-

Use of Estimates
The key assumptions conceming the future and other key sources of estimation uncertainty at the
reporting penod, that have a significant dsk of causing a material adjushnent to the curying amount
of assets and liabilities within the next frnancial year, are discussed as follows_

Estimating allav'once for impairmenl losses on receitable.s
The Company maintains an allowance for credit losses based on the result of the individual and
collective assessment mder PAS 39. Under the individual assessmen! the Comparry is requiretl to
obtain the present value of estimated cash flows using the receivable's original effective intere$ rate.
lmpairment 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 wouid require the Company to classifu its receivables
based on the credit risk characteristics (payment history, past-due status and term) of the cusiom€rs.
Impairment loss is then detennined bassd on historical loss experience ofthe receivables grouped per
credit risk profrle. Historical loss experience is adjusted on the basis of cunent observable data to
reflect the effects of current conditions that did not alfect the period on which the historical loss
experience is based and to remov€ 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 estirnates. Therefore, the amount and timing of recorded
experse for any period would differ depending on the judgments and estirnates made for the year.

As cf September 30, ZAl.2, receivables amounting to ?1,066,172 have been fully provided with
allowance for impairment losses.
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lmpairment ol'AFS fnancial assets

Th:CoTpany treats AIS 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 inipainnent exisrs. The
detenrrination of whal is 'significant' or 'prolonged' requires judgrnent. The company treats
'significant' generally as 2oo/o or more or 'prolonged' as greater than 6 months for quoted equry
securities. In additio4 the Company evaluates other factorg including normal volatility in share price
for quoted equities.

Recognition of deJbned tax assets
Defened ta\ assets have not been recognized in respect of NoLCo and allowaace for impairment
losses that are available for offset against future taxable income or tax payablg which shall be
available for the three succeeding yearg because management believes that it is more likely than not
that the ta\ benefits ofthese will not be realized in the future.

4. Cash on hand and in bank

This account consists ot
Septembcr 30, Dec€mber 3 I.

20tz 20ll
Fs,000 ?4,959
07 3.540.304

*2,112,257 P3,545,263

cash in bank eams interest at the prevailing bank deposit rates. Interest eamed on cash in bank
arnounted to P72,685 and F13,030 in september 30, 2012 and Decernb et 3l,zoll, respectively.

Cash on hand
Cash in bank

5. Other Current Assets - net

This accormt consists of:
September 30, December 3 l,

2012 20ll
Prepaid taxes
Creditable withholding tax
Input VAT

PI,96"300
1,137,430

935,917
5,000

PI,9763A0
1,137,430

852,977
20,000

4,117,t47 3,986,707
Less allowance for impainnent losses 3,966.707 3.966.707

Accrued Expenses and Otber Payables

This accourt consists of:
September 30, Decernber 31,

2012 201I
Accrued expenses
Taxes payable 4.818

PI10,000
9.4t2

F4.818 ?1t9.412
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Accrued expenses and other payables are non-interest-bearing and are generally within 30- to 60- day
terms.

7, Equify

Inc. (GNCA), an affiliate' for dre
The agreement provides that the
lieu of its proportionate share in

Caoital Stock

on December 29, 2009, the BoD approved a resolution authorizing the company to issue a total of
10,000,000 common sharcs out of the existing authorized capital Gck at a subsffiption pnce of pl
per share, or a total price value ofPI0,000,000. out of the pI0,000,000 capital slock subsoibed, an
amount equal to F5,045,000 was paid by the srockholders on the sam6 date.

on January 29,2010 and February l, 2010, the company's stockbolders paid for the outstanding
subscriptions receivable amormting to F3,655,000 and p1,300,000, respectively.

8- Related Party Transaction

The Company entered into an agreement with GNCA Holdings,
sharing of common costs incurred on the leased offrce soace.
Company shall pay fixed monthly uriliry charges of p15,600 in
monthly rentals on the leased premises.

Brsic/Dilutcd Loss per Share

Basic/diluted loss per share was computed as follows:
Nine Months Ended September 30,

2012 2011
Net loss (a) ?1,t87,97' P1,037,816
Weighted average number ofoutstanding common

shares 190

Quarter Ended Septernber 30,
2012 2011

Net loss (a) f300,?28
Weighted average number ofoutstanding common

shares

10. Financiallnstruments

Fair value rnformation
Due to the short term nature ofthe Company's financial instrumeflts, their fair values approxirnate
their carrying amounts as of September 30, 2012 and December 31, 2011.

Fair Value Hierarchv
The Company uses the following hioarchy for determining and disclosing the fair value of financial



instruments by valuation technique:

l,evel 1 : Quoted (unadjusted) prices in active markets for identical assets or liabilities.
Level 2: Other techniques for whicb atl inputs which have a significmrt eff€ct on the recorded fair

value are observable in the marke! either directly or indirectly.
Level 3: Techniques which use inputs which have a significant effect on the recorded fair value that

are not basgd on observable matket data.

Financial Risk Manaeement Obiectives and policies
The Company's principal financial lnstruments comprise of cash on hand and in bank AFS frnancial
assets and accrued expenses and other payables. The main purpose ofthe Company's financial
rnstruments is to fund it's operational and capital expenditures.

Exposure to crediq liquidity and rnarket price dsks arise in the normal course of the Compmy's
business activities. The main objectives of the Company's financial risk managernent are as follows:
r to identify and monitor such risks on an ongoing basis;
. to minimize and mitigate such risks; and
o to provide a degree of certainty about costs_

Inlerest rate risk
Interest rate risk is the risk that the value ofa frnancial instrument \i/ill fluctuate because ofchanges rn
market interest rate. The Comparry's exposure to the risk of changes in market interest rates rlhtes
primarily to the Company's cash in bank with fixed interest rates.

Credit risk
The investment ofthe Company's cash resources is managed so as to minimize risk while seeking to
enhance yiold. 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 financiai
lnstruments only vnth counterparties with acceptable credit standing.

The rnaximum exposure to c.redit risk of the staternents of financiai position p€rtains only to cash on
hand and in bank amounting to P2,112,257 and p3,545,263 as of Septeinber 3A.2An and December
3 l, 201 l, respectively (see Noie 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 ofthe cormterDartv and
the Coftpany's historical experience with them,

Liquidity risk
Liquidity or fimding 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.

t4



Price risk
The Company's price risk exposure relates to its AFS financial asseb where values will fluctuate as a
result ofchanges in market prices.

Such investnenl securities are subject to price risk due to changes in market values arising from
factors specific to individual instrum€nts or their issuers or factors affecting atl instruments rraOed in
the market.

Price risk is the risk that futuro cash flows will fluctuate because of changes in rnarket prices cf
individual stocks and the changes in the level ofphilippine Stock Exchange inlex €SEi).

The sensitrvity of net asset value is the effect of the assumed changes in the market index on ApS
financial assets for the effects ofthe assumed changes in muket index.

ln 2011, the company sold its entire AFS frnancial assetg thus, no impact assessment on net asser
value as at Decernb€r 31, 2011 was made to deternrine price risk exposure.

The impact on net asset value is arrived at uslng the reasonably possible change of psEi and $e
specific adusted beta of each stoclc the company holds. Thi possible change of pSEi was
dstennined based on daily movement of psE index for the past 3 years. Adjusted beta is the
forecastod measure of the volatility of a security or a portfoli,o in comparison to the market as a
whole.

Capitol Management
The primary objective of the company's capital management is to ensure thar it maintains a st,ong
credit rating and healthy capital ratios in or<ier to support its business and matimize shareholder
value. The Cornpany manages its capital structure and makes adjushnents to it, in lighl of changes rn
economic conditions.

As of september 30, 2012 and December 31, 2011, the company has a d eftcit of ?r97,742,120 and p
186,554,148, respectively. The company's policy to address the cunent deficit is to borow caDital
from its shareholders in the form of advances. Also. in 2010. in order to stengthen capital position
and address the deficit incurred due to non-operatior\ the Company has issue<t additionai shares
amounting to F10 million.

The Company is not subject to any extemallf imposed capital roquirement.

tL Operating Segments

As of s€ptember 30, 2012 and December 31, 20i 1, the company has no operating segment since it is
not engaged in any investing and operating activity- The Management continues to ass€ss investunent
oppoltunities and various options regarding operations that the Company may undetake in the firture.

The Ccmpany has no revenue outside the Philippines and no revenue from a silglo customer, hence,
the Company did not present geographical informauon required by pFRS 8.
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AS OF SEPTEMBER 30.2OI2

Financial Soundness Indicators

Since the company is not in comm€rcial operations, its financial soundness indicators are as follows:

September 30. 2012 Dec€mber Jl. 2011

Cunent Ratio

Quick Ratio

Debt to Equity
Asset to Equity Ratio

Book ValueiShare

Loss per Share

2,262,69814,818 3,565,2631119,4t2

2,t 12,257/4,818 3,545,263/119,412

4,81812,257 ,880 119,41213,445,851

2,262,698n,257,880 3,565,263t3,445,851
2,257,880/190,000,000 3,445,852n90,000,000

1,187,972tr90,000,000 3,424,0621190,000,000

The current ratio is a general and quick measure of a company's liquidity. lt represents the ratio ofall current
assets to all cunent 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 ofdebt being used by the Company.

Asset to equity ratio is used as measure of the company's leverage and long-term solvency. It compares total
assets to total stockholder eouitv.

FSI Calculation Seotember 30, 2012 December 31. 20ll

Cunent Ratio
Current Assets/Current
Liabilities 469.63x 29.86x

Quick Ratio Cash /Cunent Liabilities 438.41x 29.69x

Debt to Equity Ratio Liabilities/ Stockholders' Eouitv .002x .035x

Asset to Equity Ratio Assets/Stockholders' Eouitv 1.00x 1.03x

Interest Coverase Ratio
Eamings Before lnterest &
TaxeVlnterest ExDense N/A N/A

Gross Profit Margin Gross Profit/Net Sales N/A N/A

Book Value per share
Total Assets-Total Liabilities/
Number of Shares Outstandins .0t 19 .018

Loss per Share

Net Loss/IVeighted Average
Number of Shares Outstandinq (.0063) (.018)



The interest coverage ratio is calculated by dividing a company's eamings before interest and taxes (EBIT) of
one period by the company's interest expenses ofthe same period. This is a ratio used to determine how easily
a company can pay interest on outstanding debt.

Gross profit margin represents the margin of sales revenue over the cost of goods sold, and is a measure of
profitability before considering selling, general and administrative expenses as well as finance costs.

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 ofcommon shares outstanding.

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



BASIC ENVIRONMENTAL SYSTEMS AND TECHNOLOGIES. INC.
MANAGEMENT REPORT
Pursuant to SRC Rule 20 (4)

I. INCORPORATED HEREIN ARE THE AUDITED FINANCHL STATEMENTS OF
BASIC EI{VIRONMEI{TAL SYSTEMS & TECIINOLOGIES, INC. FOR T}IE Yf,AR
ENDED DECEMBER 31' 20lr wITrI THE coRREsPoNDING STATIMENT oF
MANAGE,MENT RESPONSIBILITY AIYD THE INTERIM FINANCIAL STATEMENTS
AS OF SEPTEMBER 30,2012.

II. CHA}IGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOIJNTING
AND FINANCIAL DISCLOSURE

There were no changes in and disagreements with accountants on accounting and financial disclosure,

III. MANAGEMENT'S DISCUSSION AND ANALYSS OR PLAN OF OPERATION

PLAN OF OPERATIONS

After.having raised its capitalization to PhP820M in 2012 from PhP2OM in 201I and with the anticipated
infirsion of approximately P500 million into the company, BEST will embark on new projects to expand
its operations in the next 12 months. Among these will be the acquisition of equipmeni for a Refuse
Derived Fuel (RDF) project amounting to approximately PhPl50M. Other projects lined up include the
expansion of its waste collection services business.

MAI{AGNMN,NT'S DISCUSSION AND ANALYSIS

Nine Months Ended september 30, 2012 versus twelve months ended December 31. 20ll

2012

Revenue

Revenue lor the nine-month period ended September 2012 amounted to Phpl42.23 million, derived
mainly from contracting and consulting business for waste management and waste disposal services. This
is I4302 increase over the Php58.44 million income in 201 1

Expense

Operating expenses for the period amounted to Phpl4.07l million. This is a decrease of i.5 % fiom the
Phpl4.29 million reported in 2011.

Net Income,/ (Lossi



The nine-month operation ofthe Company ended with a net income ofPhp38.96 million compared to the
net income of Php4.55 million in 2011. This was mainly due to increasl in contract services rendered
during the year.

Financial Condition

The material changes in the statements offinancial position are as follows:

' Total assets increased from Php33 1.23 million in 201 I to Php69l.80 million as of September 30,
2OI2 largely due to the increase in receivables resulting from the increase in contract services the
company entered into during the year. There was also an increase in prepaid expenses for 201I
and acquisition of fixed assets.

o cash accounts went down by 52j1% from php7.85 million in 201I to php3.73 million as of
September 30, 2012.

' Current ratio increased from 0.89x in 2011 to 1.36x in 2012; net working capital totaled Php52.l0
million as of September 30, 2012 as compared to negative php9.0 million in 201 l.

. Total stockholders' equity went up by 338% from phpl7.05 million in 201I to php74.77 million
in 2012, due to the increase in capital and the net income reported for the period.

Liquiditv and Capital Resource

For the period ended September 30,2012, net cash used in operations amounted to Php82.51 million as
compared to cash provided by operations ofPhp7l.00 million in 201 l. The 2012 total ineludes the net
income of Php38.96 million reported for the period.

Audited Financial Statements as of December 31. 2011

2011

Revenue

Revenue for the year amounted to Php58.44 million, derived mainly from contracting and consulting
business for waste management and waste disposal services. This is 153% higher than the Php23.02
million income in 2010.

Exoense

Operating expenses for the year amounted to Php14.29 million. This is an increase of600.5% over the
Php2.04 million reported in 201 0.

Net Income/ (Loss)

Statements of linancial position data September J0, 2012 December 31. 2011 % Inc/ @ec)
Total Current Assets t96,696,t46 69,302,215 183.82yo
Total Assets 691,801,719 33t,228,961 108.86%
Total Cunent Liabilities t44,594,673 78,306,019 84.650/o
Total Stockholders' Eouitv 74,766,535 17,053,2t9 338.43Yo



The twelve-month operation of the Company ended with a net income of php4.55 million compared to
the net income of Php0.58 million in 2010. This was mainly due to increase in contract services rendered
during the year.

Financial Condition

Staaements of financial position data December 31, 2011 December 31. 2010 7o Inc/ @ec)
Total Current Assets 69,302,215 14,835,432 367.14%
Total Assets 331,228,961 114,084,093 190.34%
Total Current Liabilities 78,306,019 t,292,138 5960.19%
Total Stockholders' Equity 17,0s3,2r9 12,s08,021 36.34%

The material changes in the statements offinancial position are as follows:

' Total assets increased from Phpl 14.08 million in 2010 to Php33 1.23 mitlion in 201 I largely due
to the increase in receivables resulting from the increase in contract services the company entered
into during the year. There was also an increase in prepaid expenses for 201 l.

' cash accounts went up by 299% from phpl.97 mi ion in 2010 to php7.B5 million in 201l.

. current ratio decreased from l1.48x in 2010 to 0.99x in 20ll; net working capital was at
negative Php 9.0 million in 201 I as compared to php 13.54 million in 2010.

' Iolul stocklolders' equity went tp by 36.3o/o fiom Phpl2.5l million in 2010 to Phpl7.05 million
in 201 l, due to the net income reported for the vear.

Liquidity and Caoital Resource

For the year ended December 31, 201 l, net cash provided by operations amounted to php7l.00 miltion
which includes the net income ofPhp4.55 million for the year. 'irade and othor receivablei increased by
Php40.09 million while other current assets also increased by Php8.49 million. On the other hand, trade
and other payables also increased by Php?7.0 million. property and equipment of php200.7 million was
acquired during the year resulting in the increase in long term tiabititles by rhp t 35 miliion.

2010

Revenue

Revenue for the year amounted to php23.02 million, derived
business for waste management and waste disposal services.
Php45.63 million income posted in 2009.

mainly from contracting and consulting
This is Pho22.6lmillion lower than the

ljxDense

Operating expenses for the year increased by 18.45% from Php1.72 million in 2009 ro Php2.04 million in
2010.



Net Income/ (Loss)

The_ twelve-month operation of the Company ended with a net income ofPhp0.58 million compared toa
net income ofPhp2.68 million in 2009.

Financial Condition

Statements of financial position data December 31, 2010 December 31, 2009 % Inc/ (Dec)

Total Cunent Assets 14,835,432 19,120,026 (22.4t%)
Total Assets 114,084,093 126,430,837 (9.77o/o)
Total Cunent Liabilities t,292,138 11,257,338 (88.s2%)
Total Stockholders' Equity | 2,508,021 11,927,873 4.86%

The material changes in the statements offinancial position are as follows:

' Total assets went down by 9.77To from Phpl26.43 million in 2009 to Phpl 14.08 million in 2010
due to the collection of outstanding receivables and the decrease in prepaii expenses

' Cash accounts increased by 7600/o ffom Php0.23 million in 2009 to Phpl.97 million in 2010; total
f iabilities declined by 9l.39Yo from Phpl14.50 million to Phpl0l.58 million due to th€ settlement
of outshnding liabilities, including shareholders advances.

' Currenl ratio increased from 1.70x in 2009 to 11.48x in 2010; net working capital totaled
Phpl3.54 million in 2010 as compared to php7.86 million in 2009.

' Total slockholders' equity went up by 4.86% from Phpl1.93 million in 2009 to php12.51 million
in 2010 due to the net income reported in 2010.

Liquidity and Caoital Resource

For the year ended December 31, 2010, net cash provided by operations amounted to Php4.70 million
including the reported net income of Php0.58 million. irade and other receivables decreased by
Php3.22 million together with the other current assets which also decreased by Php2.8 million. Trade and
other payables likewise decreased by php9.97 million.

No disclosures nor discussions were made for the fotlowing since these did not affect the past and present
operalions nor the foreseeable future operations of the company: (a) default or breach of mry noie, loan,
Ieose or other indebtedness or Jinancing mrangement requiring ir b make payments; (b) any signifcmt
amomt of the company's tade payables which has not been paid witiin the stated teimsl p1 any
signifcant purchase commitment for capital expenditures; (d) any seasonal aspects that have material
eflect on the financial condition or results of operations; (e) any lcnown trendi, events or uncertainties
that have hqd or will have an impacl on net sales or revenues.

w. BRIEF DESCRIPTION OF GENERAL NATIJRE AND SCOPE OF BUSII\ESS



OVERVIEW

Basic Environmental systems and Technologies, Inc. (BEST) was incorporated in the philippines on the

f":-"ll:Tb:1. l?:-t, 
The primary purpose_of1he Comiany is to engage in the contracting and consurting

Duslness lor waste management, public creansing and general hygiene to provide compiehensive waste
disposal services, including but not Iimited to pioviding technoiJry and operation of'transfer stations,
landfills, and other facilities, cleaning conserv-.y u-nd desalting services; and to collect remove,
transport' store and dispose and dispense of any scrap, refuse, waste or sewage, whether industrial or
domestic, including chemical residues, organic or inoiganic, ioxic or non+ox'ig and to recover, re-
manufacture, and market or to account sell deal in/or othirwise dispose ofchemical and other substances
that may be dealt in connection with the business of waste disposal iervices.

BEST is at the forefront of rendering services for environmental and waste management to private
companies, local govemment units, national and intemational agencies, and the genJal public. In its
continuing bid to maintain a strong and competitive edge over its competitors, B|ST cominues to seek
even bigger challenges in its core capabilitiei while fuiiher improving on internal business processes to
assure the delivery ofa package oftotal service excellence to its clients.

BEST intends to provide integrated solid waste management that incorpo(ates all the technotogies
necessary to manage the waste sheams while recovering materials and energr from waste.

The Company started commercial operations in the year 2003 with an initial capitalization of php 1.25
million. On March 31, 2012, the Company's Boari of Directors authorized the additional issuance of
shares, of stock amounting to Phpl8.75 million from the unissued portion of the Company's authorized
capital stock at a par value ofphp l.25 per share,

On July 30, 2012, the Board of Directors and stockholders, respectively approved the amendment ofthe Articles
of Incorporation in order to change the principal office oftie company f.om 105 G/F parc Royale condominium,
Dona Julia Vargas Street, San Antonio, Pasig City, to 103 G,4F Piestige Tower Condominium, F. ortigas Road,
Ortigas Center, San Antonio, Pasig City.

Also on July 30,2012, the Company's stockholders and board ofdirectors approved the increase in its authorized
capltal stock trom I 6 million shares to 820 million shares, all with par valuJor rt p t .oo.

BUSINESS DESCRIPTION

BEST owns approximately 160/o of the Metro clark waste Management corporation (McwM),
which owns and operates the Clark Integrated Solid Waste Management Facility inside the sub-
zone ofthe clark Economic zone (cEZ) in capas, Tarlac. Incorporited on Augusi 6, 2003, in ioint
venture with the Pampanga Sugar Development corp. and a consortium oi other Filipino and
German investors, MCWM has a 25-year concession wiih the CEZ, renewable for another 25 years.
The facllity services all locators ofthe CEZ as well as the solid waste disposal needs ofTarlac City,
Angeles City, Baguio City and several other cities and municipalities in- Region III. lt is also an
accredited Municipal solid waste (MSWI disposal facility of the Metro Manila Development
Authority IMMDA).

BEST built in 2008 and now operates its own Engineered Sanitary Landfill Facility in Morong, Rizal.
It caters to Rizal municipalities and private waste generators. It also integrates a Materials
Recovery and Composting Facility that makes a significant impact in reducing waste that goes into



i.l- ll"9!lL During the ondov onslaught in 2009, it hosted MSW from neighboring LGU' to help rhe
MMDA dispose of the large volume of garbage.

BEST is atthe forefront ofrendering for environmental and waste management services for private
companies, local government units, national and international agencies,-and the general public. In
its continuing bid to maintain a strong and competitive edge ovei its rivals, BESTlontinuis to seek
even bigger challenges in its core capabilities while further improving on internal business
processes to assure the delivery of a package of total service excellence to id clients.

INDUSTRY TRENDS/COMPETITION

BEST is part of IPM group ofthe companies whose activities complement its maior services through
the use_of the diverse expertise of the various companies belonging in the group especially in the
field of construction, waste management, technoiogy-based inn&ations and'maiketin! of its
services.

with.its track record of completed projects showcasing the quality of its services, BEST is well
positioned to move ahead of competition especially with its entry into the processing of Refuse
Derived Fuel.

SOURCES OF RAW MATERIALS AND NAMES OF PRINCIPAL SUPPLIERS

Supptiers vary depending on the type ofservices needed by its customer.

DEPENDENCE ON SINGLE CUSTOMER

Not Applicable.

TMNSACTION WITH AND/OR DEPENDENCE ON RELATED PARTIES

BEST performs certain services for its affiliates for which it derives significant revenue. These afliliates
are IPM construction Developrnent corporation and IpM Environmental Services, Inc.

PATENTS, TRADEMARKS, ETC.

All licenses and agreements are renewed yearly or as may be required by law or agreements.

GOVERNMENT APPROVALS AND REGULATION

The Company has secured all necessary business permits and licenses granted by the government and its
appropriate agencies, which include the Cenificate ofRegistration from the BiR, registration and licenses
from the SEC, Social Security System, etc. At present, the company do€s not know any specific
government regulation imposed on its business that may have material effect on the Company which they
have not complied with.

RESEARCH AND DEVELOPMENT



B,EST is continually sourcing out technology from foreign technology providers and adapting them in the
Philippine settings. Furthermore, BEST intends to pdvide integrated sorid wasre managlment that
incorporates all the technologies necessary to manage the waste sheams while recovering materials and
enerry from waste.

BEST. is.involved in co-processing of.Refuse Derived Fuer (RDF). It is the product of processrng
muicipal's. solid wastes, separating and preparing rhe combuiible portion for ur" us alt"-"tiv" fr"l.
Moreover, the RDr technolory wilr prorong the liie of sanitary randfill, hence becoming a part of wasre
management solution in the countrv.

ENVIRONMENTAL LA\Ur'S

Being dependent on governmental regulations on environmental laws, BEST anticipates any change
in the policy and plans ahead of time to adapt to any future regulations and allocates resoirces for
these contingencies to ensure continuous service to its customers.

HUMAN RESOURCES

BEST currently has of6ce-based and protect-based ernployees.

V. MARKET PRICE OF AND DIVIDENDS ON THE COMPANY'S COMMON EQUTTY

(I) MARKET INFORMATION

The shares of the Company are not listed and traded in the philippine Stock Exchange.

(2) HOLDERS

Based on the General Information Sheet submitted to Securities and Exchange Commission on August
23,2012, the Company has only common stock, with pI.25 par value. As o? September 30, Z0l,Z, the
number of common shares issued and outstanding was t.)5 million shares, ireld by a iotal of g
stockholders. The list ofstockholders ofthe company as of september 30,2012 is as follows:

Name No. of Shares Percentage to Total
I
z

3

4

5

6

7

8

Isabelita P. Mercado
Francis Neil P. Mercado

JFPJ Metroluxury, Inc.
Patrick Louie P. Mercado
Jan-Vincent P. Mercado

Joann Catherine P. Mercado
Celerino S. Paredes

Ma. Theresa C. Paredes

r 0,400,000

800,000

800,000

800,000

800,000

800,000

800,000

800,000

65.00Yo

5.00%

5.007o

5.00%

s.00%

5.00Yo

s.00%
5.00%

TOTAL 16,000,000 100.00%

(3) RECENT SALES OF LTNREGISTERED SECURITIES



Not applioable.

VI. DISCUSSION ON COMPLIANCE WITH LEADING PRACTICE ON CORPORATE
GOVERNANCE

Basic Environmentat Systems & Technologies, Inc. is fully committed in maintaining a high standard
of corporate gov€mance to protect the interesi of its shareholiers. It has complied throJghouithe period
under review with the applicable principles and provisions set out in the Revised Code of Corporate
Govemance Memorandum Circular No. 6, series of

Board ofDirectors

The Board of Directors consists of 6 directors,4 ofwhom are executive ofFrcers and 2 are non-executive
directors The Board's rnembership reflects a blend ofdifferent financial and commercial

Executive Non-executive Independent
Directo !T Olficers Oflicers Director

Isabelita P. Mercado

Francis Neil P. Mercado

Patrick Louie P. Mercado

Jan-Vincent P. Mercado
Celerino S. Paredes

Ma. Theresa C. Paredes

\rI. EXTERNAL AI]DIT FEES

I . Audit and Audit-Related Fees

BEST paid its auditors the following fees for the last two (2) years for professional services rendered:

Year Audit Fees Tax Fees All Other Fees
201t Php 30,000.00
20r0 30,000.00

Other assurance and related services by the external auditor that are reasonable related to the
performance of the audit review of the Companv's financial statements - NONE

Tax Fees - NONE

All other fees - NONEA



5' The Management has checked all financial reports against their compliance with both the internal
financial management handbook and pertinent i-ccounting standards, incruding regulatory
requirements' They reviewed all audit plans, scope, resources and budget necessary to implement it.
The financial statement was then presented to and approved by the i4anagemeni and'Board of
Directors. Payments and fees related to the servicei'by the extemal auditor were discussed and
approved by the Management.
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th. orltusc rclt oi I]ASIC llNVl.llONIrtllNTAL SYSTEIVIS AND TECHNOLOCItrS, tNC. rs rcsporNible tirr nll

irt1i;rittlltiottxLiJttIluJditilLlotisco1]ii|ltlcdll}tlteAlxrua|Ilronrcl-lrRetunItbr
lvl.nrilgcr\rcnt is bf.0!!isc tespoltsibl

lhcAlUILlllllllco]lrc.l-i|\l(e|lLrltcovc!ill3tJ|esnnrelelNr(ilr3peILoJ'liitr-therrrrore.tltc]!.1|ulgeiIl.'It
rLtlil||ltltQ|rlIl[l|cl)|cscn|i|ljoLlscorlLirjrrerlirraIll.lleotlreItiIc[uils
thcVill|Leil.L!lcdtil\alld/o[pt|tdl1tn3cvl)iletrurls'witluol(i

ILlt|us|eguJ-t)|ct".lalrllgclrldtltirttinrLStlu[tlrci]ttachc(lauditc(ltillalt.state[lo[[s
tlrc lccortuxlr\ irr8 :\lrnuiLl lrlroLlc 'l_iL\ licLrll .lt c iu rrccor']aIcc q'iLh lhe l)oolis an(l recodr of BASIc ENVlltONMllN l'AL
SYS'I ENlS AND TICHNOLOCIIIS, INC. completc and corect j[ dll rr1rtte-r'ra] rNpecLs, M agerllgflt ldiewi$ irili ls tlnt:

Iil i tlre r\Luuirl Lloolic Lu\
ir5 iullErr([cLl ,rn([ pcftir

(1)'|ill|\(lisl)dIlt).o|ll3|u'esrlltI1csLlbnlit{ci|IcpoIti-ilrislIlgli\ll
act..tutliugjtluri|iu.lstuLdlllL'pIcL1tuL](xrtlf0reirrcottret-i'rr'etrulplu.sluu
Lclonciiilr!i(cnLsilrl|LllIiliIttili[ctlttrt1tcconrprttty,shtroksarLrlrecrllsnlaccoltllulc
licgtllirtlols No S ]0()7 tulrl {)th.n felcv[rt issuiulccs:

(Lr I liAstc I,].NVUtoN N IN'|AL SySTBIrS AND TECI-INOLOGU]S, lNC. l|rs filed all applic{rbLe tit\ retturrs, reports iur(L

s{i|icIucLits|c(lttilcLlt()bg1ilc.{Lur.lcr|'|ulippirrell|\la\\!.lirtllel(jpol.ti8
par able htlvc beel prd(L tir| thc re])llurg pe o(1, e\ftF{ those iI goo.l larth.
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JI.JLtUS L. ARII}I}AY
6.l l-A llorri A!c,ru.,
Mll|r rlry0'it ( rt)
0917--lli-l(rl
il-l-0(l-i l lelillN
r(lcrd ihl\ ,-(,nj.rhoo ctrt)

s't',\'l'rt t\'t ti N t ol. t{ti)pl{tis uN'fA'l't oN

"'l o llrc Sccrrlities trrtl lirchirugc Conrrrrission"

irr conrrcclion rritlt ntl' e\!rrilinalion o1' the finarrcial strLenrcrrfs of tj.{SlC IINVI llON M liN'l Al-
SYS'f liNlS f li.(ll lNOt,OG lliS, lNC. thitf are [o be'sLrbnrittc'il tr.r lhe (]onrnrission, I hercby rcprescrt lhc
lirllou iugt

L 'fhirt I irnr irt (lrc iretivc practice ol'tlte accor.rltinB tlr()l'essiotr nnd (lul)i registere.l with
thr: []Lrl|tl ol r\ccorrrrtlllcy (l]OA);

l. Ihat s;ri<l littatrcial sluternents rrre plesente(l iu conlirlnrity !vith l)hiiippilc l'riuatrciitl
liePo|tirrg Slandut.cls jbl Srrrall antl MecliLrrrr l]ntities (PFRS fbr SNIEs) in all cases

rrhclc I sltitll e\l)ress al urrLltralilrecl opinion; Exccpt flrat in crse ol'tlny (leparttlfe

tionr sLrclt pIinciples; I shall indicalc tlre nature ot tlrc departufe, lllc cff'ects tlrcrcol,
rurl (l)t lelsons why conrplirnce 1yi1h thqr plinciples lvoLrld result irt a rnisleading
sti)lenr(]rrl, il-srruh is a lircl,

i. 'lliat I shull fully nrcct tlrc lerluirr:nlents ()l'in(lcpendence as plovidc(l undel tlte Cod€
ol'I'rolessiorraI llth ics lbr CPAs;

-1. llrll ir ilrc ';or(lLrct ol'thc aLrtlit, I shlll conrpl-y wiLh the l)hilippirre Starclalds orl
,\rrLlitirrg; itt case ol'lny cleplrturc tnd the c\tclt of tlre lirnit tioll. tlle reasons
tlrcrclirre anil tlre rl'lects lltereol'on llte cr;tression {)l'nty opinioll or \rhich lllly
rcccssitlLe tlic negr(ion ol'llre exltression ol'arr ol.lirrion;

5. 'l htt I sltltll conrply rr'itlr tlrc applicablc lLrlc ancl retrilations of the SecLrrities artcl

[irclrirrrgc ('r)rlllrissi(]n irr llre prepar':ttirlrr and subrnissir)n rrf flnarrcial strtenrertlsi
a rtrl

-l lrat lc'lntivc lo the e\prcssion ol'nry ttpiniirn on tlte siticl llrrlrrcill slaterlerrts. I shlll
nol c,,rnrntil any lcts tiiscretlilntrlc to the prol'essiorr as provirlcil unclel Code ol'
l)rLrlcssiorral Eth ics lirr ('PAs.

As a (' l)fnctice, I nlirl\e thcse rcl)tcscntiltions iu rtry indivirluirl capacity.

Pli('licg. No. lj( )r\: 5053
Valitl up ttr Dccentber' 3 l, 2(-) l4

'f trr ltleLrtiliciLtiLrn No. I15-629-:12?
ll lli i\ccrcd itatiorr N o. 07-00ti.lli. l,:20 1 2

Virlirl up to lvlnlch 28, l0I5
l'.'t'.|i. No. I i l l45 7, .lrnuirrv 10.2()12,

July ?i.2t)12

ifr'
ManclalLryong City
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.'ULITJS L. ARI.ItI}AY
0.ll-A iloni ,\!clruB.
lvhndnluyr'|lg ( r1\'

09 t7-ll5-.in6l
i.l1-{10-i I lr:lrtr\
tulcsr tt)irr!r.,\'rlroo conr

llcpolt ol lurlrpcrrrlcrrl Arrrlilur

'l he lloarcl ol'Directols irn{:l StocLllolclers
lJ,{.5t(l Ul\\.'tltoN&l UN'rAl- .sYs't'ltry"lS & l'ttc}rNOI-OCltts, lNC.
It)5 Ci[; I]alc llo]alc (-on(lornirriurn, l)orra.lulia Vargas St..
Sirrt Anlonio, l'asig (i ity

I ltirvc irurliletl Ilre accrrnrPauyirru llnrrrciirl strlenrents ol'RASIC BNVlltONMllN'l'AL SYS'l'llMS &
'f ll(lLl NO l,O(; l US, lNC. r 'lriclr conlprise (he sLirtcnli'nt ol' llnancial position as ilt Decerntr€f ] t, ?01 l,
ilrl(l tlrc !itittctrrctlt ttl cotttPtcltctrsive irrcotr'tc, st tentetll ol-chaDScs in erlLrity t|ld stiltctnent ol'casll l]o\v.
lirl tltc year tlrr'tt ettdeel, atttl il srrnrnrtrry oI sig,nificlrlt accounting polioics and nthcr explarrltor'1'
irrlLlnutiorr.

Nl:rrr;rgenrcnt's llcs;ronsibility lbr. tlrc laiu;rncitl Statsurcnls

lvlatiaqetttcrttt is tcspottsible l'rl lhe pleplration al)d litir pfescnlation ol'these l'illncial statenrents in
rlcctrttlttrtcc rr'ith l'hilippine Iittancial Rcprrltiug Standalcls (PFl{S lbr ), arrd fbr sLrch irrtelual cor]trol iis
lllilrlilllcrlletlt tletertttittcs is necessi!y to enablc tlre p|epa|alion t)i tintrncial statotlreuttj that a|c, licc li-trr|l
nlridriul lnisslalcl cnis, whether rlue to llautl or er.ror..

Atrd itor's Rcsporrsibilily

Vl1' r'csporrsibilit.v i5 1o c\l)fcss arr,.rpirriorr ()n thcso l'inancial sfiltenrents bl-sed ort nr1, lLrclit. lcondrrc(ecl
nl;'lrrclit itt accottlitttce \\,itlr l'hilippinc Stanclalds orr ALrditirrg. 'flrose starrdlltls retluile that lcrlnrpll
witlt ctlticill retlttircrlcnts anLl plan anrl per'lorrn thc arrtlit tn obtairr reasonablc ssurilnce whethel the
l'in nc ia l stlttel]tc,rrts ilrc fl ec l |tltrr nralerial trrisstitcll]etrts.

Art atttiit itrvolves pctlirturittg prr'rcedrrles lo oblililt arrdit evidencc about tlle at'lounts and disclosLrr',;s in
(hc lirrancial stirtcnlcrlls. l-hc pr,rcerltrles selected depL-nd on lhe atrLlitirr''s judgnrent, inclLr<ling the
ilsscsslllenL,.ll the Iislis (lfr)lirteriirl nisstatenrsrrt ol'the llnanciirl stiitelltcn[s, wltethet dLre to ll'aucl or erlor.
Itl rltakirtg those t isI asscssrllrtrls. Lhe aLrdiloI c0nsitlc'r's irrtcrnal cont[ol rclcvaltl to the elltity's l)leparatio|l
llrrtl tlre liril presclltittion trl tlre flrarrcial stilLeutetrts in oldcl tn tlesign arrdit ptoce(lufes that afe
apPropratc lr Ihe crfcurrstlrces. []ut |)()t fill the PLrr'Pr:se 0fexpressi|rg rr opirri(rn rrrr the etl-ectiverress of
tlrc crrtily's ittlclnrtl cottlttil. An uurlit also inclLrdc.s evllualirrg the appr.opr.iaterress ofaccoLrrrting policies
Usc(l ilIcl llre leasorrirlrle rrc'ss ol'itcc()Lrnting estir]rates nrade Lry rrran ge||rent, as well s evalLratilg tlrc
r)verillI pfcss|llirtiorr oI tlre jinnncial stillelllc'ltts.

I believe lllat tllc atr!lit eviiletrce I hrve obtaine.d is sLrl'tlcienl ancl irpPltrpriare to plovide a birsis
rlu(lit r)l)inien e\cel)t as rroted in tlre lilllorvirrg prr.agrnph.

tor nry

{Jii ?0te



()pirriort

Ln Iry oIillir)n, ll]c llnxrrcial sliitcurents lltcsc l trtitl),, in tll nlirtelial rc-spects. the linancial positiorr ef
llr\SlC llNVlltONNlliN'li\1. SYSl'fiMS & 'l'trl(-'ttNOt,OGluS, tNCl. as ol' []ccr.:rtbet i l. l0l l, anil
()fits llnanci lpellirlrrrarrcc anrl ilsctsh l'lr:rvs lbrtltc),erf ended in accor'dance rvitlr PhilipPine Finarrcirl
licporlirrg Stir nrla rils (PFll.S).

()tltt'r &l:r11cr'

'lhc {irrlrtciitl slllcnrcnls lbl rlte l,car',.utlecl l)ecclrbet. ll.2010 vvlriclt alc' ltlescrrtcrl lbl cornpalltive
Pllll)nscs \vcfe irtr,.lited by oLhc'r' aLrclittrI u.lttrse r-eltort thct'c'orr clalcd Jr,rlre 17, 20ll crpressed |0
Lrrrqrlrlilicd rrpirri,.rrr orr tlrose lluancilrl slrlcntclts.

Itct)oIi ort thc S u l)l)k'nr('r)tir Iy lDlr)t'rrr:rlioll l{crluirc'tl Uu(lcr' R.cvcrrue llcgrrlaliorrs l5-201U nu(l lltl
t9-20|I

lVly lLrLlit wils c(lr(luc(ed lor- tlte pufposc of fil ntirrg an opirrion (ro tlre blrsic Iiuancial stirtcrnonts till\es ils il
rrltillc. lhc supyrlcurcntirly inl'ornrirti,.rn on tilxcs, (luties tnd liccnsc. lics in Note 2l to tlte llrrarrr:ial
:jlil(cntc|lls is p|csenlcr.l lbr'PrrIpose of lilirtg lvith thc l]Lr|eau trI lntc.r'rtal lieverrtre ancl is not I lerlrtitcd
p fl ol tllc blsic ljrtartciirl stllenlcnts. Suclr irrlblnration is the lesponsitrility of thc nriutagetuettt. 'fhe
ittlot'tttation lras heen subiccted lo tlre trLrditing ltf(.)cedures applie,:l irr nry lLrclil ol'the brsic linancirl
stiltcrrlcnls. ln rry ()lrini()n, tl)e iirli)rnration is lirirty statcd irr all nralclial respects in lelation to the basic
llnltrtcial st;ttctttents tillicn ils it wletq.

$spor'1 ort ltccottciliatiort ol llctlined llurrrings Avlihble lirr Divirlentl Declrrlrrliorr

-l ltc srtplrlcttttttlr)f)'irlr)Dl)aliol) (nr tl)D recoDcilialjor) oJ rctililred ellr'Djngs irvailable lirI ilivicletrtl
tlcclittittiotr is l)resqltc(l by nlarrirggruotrf olj Basic ErrvilonnrcntlI Sl,stenrs & lcchrtologics. lnc. irt e

scllaralc scltcilttlc. SLrclt irtlb|llratior is not leqrrireri to be paft ol'thc basic linancitl statentettts and cilr be

Itcscrrlc(l rrr scl)lfatc schedrrlc irr accordarrce \\,ith SEC llulletin no.001 tleted Fcb[Lrir|y l(r, ]011. Suclt
Itt lirl rttat iorr is lhc'rc:-ponsit)il;t-y ol thr: tnillitgentent. Mv opirriorr orr tlre basic fhiltciill sfattsurlrls i) lrut
irllcclc(J b)'thc l)rc'ientittioll 0l'llrc inlo|llurti0ll in a sepa|a[c sohedLlle.

Valicl rrp to L)cccnrbcr' 3l, 201:t
Tar lclcntilicatir) n No. 2l5-629--+22
lJlll AccrcclitatiL-rn No. 07-00()42i-1-20l2

Vnlirl rrp to Vlrrch l8, 20 l5

l'ltC' iicg. No. : i05-l
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JULTUS L. AIIII}I}AY
6,11 A tloni Alcrrc.
Nla dirlLrlor$ ( r\'
09I7-_l.li--]601
i.l4J'0-::i lclullr\
iuluslr rhlt )1il\irltxr eorn

l{( l,0t t ()l ltt(lrltcutle||l itlt(litur
(Jn Supplcnrcltitfl, Schcil Lrle lleclrir.ctl
[-lrrilcl s^ur:rrri(res aricl l-lclrarrgc (\rntrnissitrrr
[:]Lrllctin NLr. 001 scf i!:s el f0lf

I lre ll()ilfrl ol'l)ileotor-s itn.l StocLholc.lel-s
llasic lt)nvironrrrcntirI Systcnrs &'fechnologics, Inc.
105 (i/F l)alc lioyalc (.'ontltrrnirrirnr, Dorrl .lulia Var_gas St.,
Siln Atloltir). Pasig Cityl

I hrLVc aLrtlited itt accotduuce rvillr Philippine Standrrlcls on Auditirlg, tlre finltrciitl statetretlrs tll'Rrsic
flrrvir'.rrlnrenlal l-)s1elr1s & feclrnoiogies. .lnc. I'or the yeal errclecl ilecembel i I, l0l I auld ha!e issrrecl nry
fcPoft thcrc(rll tialcd .ltL[y 2:], 2012. My autlit was utltdc tbt the purplrsc of lbrnring eur opiniolr on thc
firrsic lirurtcitl stitletttelrts tirlien rs l r,vLrole. The accompaLrying scheclule ol'retirineil eamillgs irvaiiable
iirl tiividencl dccltralion its of L)eceLnlrer. j I, 201I is the L.esponsibility oI the companyls nrlLlagenteLtr.
'l llis sclictltrlc is prese ntccl lor the purprrse o1- contplying witlr Secruitrcs anci Exchange Cornmission
N4ettli:rtrtncltttrt Circulrtr Nrr. ll. Selies of 2008 enil BLrlletiu No.00l clated liebluary 16,20l2lnd is nitL

P.ltt rrl-the basic llnanciaL stdl.ellren(s. 'lhis scliedLrle has Lreen subjected to lhe iturlitillts llfocedures
lPPlictl irr lhc arrtlit o1- thc basic llntrncial staterDr:nts nncl in nty ottinion, I2rirly states iu irll llillcriill
lespeots the lltrilncirl tl;rtl t.'tll.tiLecl to be set tbrtlr ther-ein in |elttion to the basic lltancial strtentents
t.rLcs as I whole.

V alicl u1:r to l)ecetl L.:er .l 1 . 201 4
I ax lclcntillcation No. ? l5-629--122

Ll ili ;\ccled itltirrn No. 07-000-l2l 1,2012
V:rli,'l uP t6 lvllrch 28. 20I 5

l). l.li. Nrr. l_t I l,tS7, J.urLrarv I0, 1012.

.lLrly ?3, 2012

lltanelaluyong Cily
.t.'.

_- ,: ,.

',.,i;

tllIti]lIt

No. L]()A: ,j 051

Afij 2019



BASIC ENVIRONIVIENTAL SYSTEMS & TECHNOLOGIES, INC.
105 G/F Parc Royale Condominium, Dona Jutia Vargas St., San Antonio, Pasig City
TIN:222-200-304-000

STATEMENT OF FINANCIAL POSITION
As of Decenrber 31, 2011
(Wrth conrpafative frgures of December 31, 2010)

Notes 2011 2010
ASSETS

CURRENT ASSETS
Cash
Tfade Receivables
Otber C Llrreni Assets 2_7 1 1.736.979 33

2,5,20
2,6,20

7,854,448 03 P

49,710,787.66
1.968.560 68
9.6239,623,518.81

3.243.352 44244
Total Cufrent Assets 69.302.215.02 P 14,835,431.93

NONCURRENT ASSETS
Investntents 2,9 P 33,738,722 s6 P 33,738,72? 56

Properly ancl equrp{rent, net 2,8 228,188,023.57 6q509,938.89
-

P 331,228,961.15 P 114,084,093.38

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Tfade ar.rd other payables 2J020 P 74,025,829 55 P 1 ,031 ,091 31

Other Curfent Liabilities 2,11,20 4,280,189 12 291p46.L4
Total Curtenil |;abililres

NONCURRENT LIABILITIES
Long'l erm Lrabiliries 2,12,20 P 235,869,723.45 P 100,283,934 06
Total NoncLrrrent Liabilrties P 235,869,723.45, P 100,283,934.06 /

EQUITY
Share Capital
Retained Earnings-Appropriated
Relained Earnings-Unappropfiated 1 000,000 00 758,02127

2,13a
2,13b

2

1,250,000 00 P

14,803,219 03

1 ,250,000 00
10,500,000.00

Total Equity 17,053,219.03 P 12,508 ,021 .21

TOTAL LIABILII-IES AND EQUITY 331,228,961.15 P 1't4,084,093.38

See accompanying notes to financial statements

1V
. ''\'l Auti zote



BASIC ENVIRONMENTAL SYSTEMS & TECHNOLOGIES, INC.

105 G/F Parc Royale Condominium, Dona Julia Vargas St., San Antonio, Pasig City

TIN: 222-200-304-000

STATEMENT OF COMPREHENSIVE INCOME
For the year ended December 31, 2011

(Wrth conlparatrve figLfes of December 31 , 2010)

Notes 2011 2010

Revenue

Cost of Reverlue

?.14 58,436,041 05 P 23,O21.754.31

215 37,678,31 /.43

20,757,723.62 P

20 597.4 6

20.157 .298 25

2,864,4 56.06

828,783.1 5

Gfoss Protit

(Jtlrer lncome

Operating Expenses 2,16 14,294'008.91: 2,035'672 91

2

17

P 6,484 312.17 P

1.939.114.41

Operating Incofire before lax

. Provision ior Incorne Tax 248.634.95

Net lnco||re after Ta i 4.545.197.76 P 580, 148.2 0

Add Olner Conrprcherrsrve lilcon le,

net of tax

Profit for the year P 4.54s.197.76 P 580,148.20

See accorlrpanyiog froles lo finarcial sfalernenls

:1, .'' 
' 
:i;
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BASIC ENVIRONMENTAL SYSTEMS & TECHNOLOGIES, INC.
-105 G/F Parc Royale Contlonliltiurn, Dona Julia Vargas St-, San Antonio, Pasig Caty

TIN: 222-200-304-000

STATEMENT OF CHANGES IN EQUJIY
For the year ended Decetrber 31 , 2011
(With conrparative figLrres of Decer.rlber 31, 2010)

Share Retained Other
Reserve

Total
Ea rninqs

Balance at Decembef 31 2009 50.000.00 677.873.06 10,000,000.00

580,148.20

927,873 06

580,148.20Profit for 2010 2

Approp.iaigll of Fund 2,13a (500,000 00) 500 000 00 -

Batance at Decenrber 3.1 , 20 l0 213 P 1,250,000.00 P 758,02126 10,500,000 00 P 12 508,021 :',ii

PrDfit fof 201 I 4.545,197.76 4,545,',197.76

of Fund
2

? 13a 303.2'19.03 4,303,219.03

Balance at December 31 , 2011 1,250,000.00 P 000,000.00 14,803,219.03 P 17,053,219.02

.See accorrrprnying rores lo firartcjal slale,,renls



BASIC ENVIRONMENTAL SYSTEMS & TECHNOLOGIES, INC.
105 Gi F Parc Royale Conclomi[ium, Dona Julia Vargas St., San Antonio, Pasig City
TIN:222-200-304-000

STATIMLNT OF CASH FLOWS
For the year e[ded Decen]bet 31, 2010
(WLlh conrp.1|ative figures of Decen-rllef 31, 20j 0)

Notes 201'l 2010

CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the year
AdjLlsttnent fof

4,545,197.76 P 580, 148.20

38.022.614 67 8,062.149.25
Operating income before workrno caprtal changes P .i2,567,8.12.43 P 8,642,297.46
llr,cru;se) DecreJso rn Cur tu|lt Assets

lrado and other recervables
Other C urfent Assets

lncfease (Decfease) in Cuffent Liabiltties

5,BBs,B87.34

Dep[ecratron Expense

2,6,20
?,7

(40,087,268 85), 3,223,64',l 63

{8,493,626.89);r 2,800,810.0'l

Ira(je and other payables 2,10 11,20 77 013,88063<- (9,965,199.93)

CASTI FLOWS FROM INVESTING ACTIVITIES
Acquisitron of Properly and Equrpment 2,8 (200,700,699.36) - ,
Net cash used in investing activities P (200,700,699.36) P

CASH FLOWS FROM FINANCING ACTIVITIES
17.20 13s.5S5.7S9.39 /' 901.691 75Lonq ternr liabililies

Net cash providecl by (used in) investing activities P 135,585,789.39 P (2,961,691.75)

NET INCREASE (DECREASE) IN CASH 1,739,857 42
Cash, ireqlnni 2.5.20 1968.560.68

CASH, END 2,5,20 7,854,448.03 P 1,968,560.68

See rccornparyirg ,lttles lo Iilancial staternents

228.703.?7



NOTES TO FINANCIAL STATEMENTS
Basic Environmental Systems & Technologies' Inc'

Oecember 31, 2011 and 2010

1. Corporatelnformation

Basic Environlnental Systents & Tecllnologies, Inc (BESTI or the conlpany) rs Incorporated^lr the

Plrilip{rines on the t5'r'day of Septenrber 1999 The company's 
'egistered 

ottlce address ls lu) (,/r
Parc Royale condonriniunr, Dona Julia Vargas Street, San Antonio, Pasig city lt is registeled with

the Securities arld Exchange Comntission under SEC No A199913003

lhe primary purpose of the company is Io engage in the contracting and consultlng tluslness Tor

wasle mi|nagenrent, public cleansing ano g-enlrat hygiene to provide comprehensrYe, w1:!e,

clisposal serJices, irrciucling brtt not linlited to providing technology and operation of Ianslef
stairorrs, lancl frlls and othei facilities, cleaning conservat'lcy and desalting services, and to collect'

renrove, lranspoTt, stofe. anLi dispose disperise of any scrap' lefuse, waste or sewage' whether

lDdustflal or Liontestrc, attclu(jirtg cllemlcal restdues, organ,c of Inorganic, toxic of non-toxic and to

tecover remanLrfacture, and market or turn to account ;ell deal itl/or otneruise dispose oI chemical

and otlter substances that may be dealt in connectiotl wilh the business oF waste drsposal services

'lhe pfincipal olflcers of thc conlpany are lvts. lsabelita P Mercado' Chairtrlan of the Board /

Presrder-lti and Mf Francis Neil Mercado, Treasurer

The accontpanying firlarrcial staterl'lents were autl.lorizecl for issue by the Board of Directors on July

23,2A12

2. Sumnrary of Significant Accoullting Policies

l-he iollowrng sur'trlrtaty explalns the significant accounting policies which have been adopled in the

oreoaratron of the financial statemerlts:

Basis of PreParation

The acconrpal-rylng separate financial statelients of the Basic Envlronmental Systems &

Technolo0ies, lric have been prepared on a historical cost basis. l-hey are presented ill PhiliPpine

Peso, the fLnctional curfency of the conlpany.

Basis of Compliance

lhe accompanyinlg separate fir'lancial statements of the Basic Envlronnlental Systems &

Iechnologres ltlc are pfesented in conformity with financral .epodrng fra'neLvorh ln. the Phrhppines

as set foith in Phrlippi|re Frnancial Reporting Standards (PFRS), on hrstorlcal cost and tarr valLre

bases PFlis includes all applicable PFRS, Philippine Accounting Standards (PlSl:^3nd

interpretatior.ts rssuecl by the Iniernational Financial Reporting Interpfetations committee (lFRlc) as

appfovecl by ihe Finar.rcial Reporting Standards Council (f:RSC) and adopted by Securlties and

f xchrnge Conrmission {Sf C).

The accourrling policies l.tave been consislently applied to all the penods pt esented

Acco,rnLrrrg J5sunrplrons and cstrmates ale used In preparilrg the finallcral statenrents Although

these estlnates are based on management's best l(nowled0e of current events and actions' actual

Iesulis may ultimately differ fronl tllose estlmates.

The financtal state|ltents afe pfesentecl in Philippine pesos, the Company s functional currency' ano

all valLres fepresenl absolute atl'lout-lts, except when othelwise n-lodified.
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Transition to the PFRS

The cornpairy's frnaDc,al statemeDts for the year ended Dece,nber 31, 2O11 are the contpany's first
frnancial staterrents prepared in accordance with Philippine Financial Reporting Standards). The
company s transition date to the PFRS is January 1 , 201 1 .

Tlre financial statentents of Basic Environnrer]tal Systenls & Technologtes, lnc. fof the peraod ended
Decenrber 31, 2010 were prepared using the PFRS far Sl\,4Es.

Effect of the Transition from PFRS for SMES to Fu PFBS

The Conrpany's transitior'r front its previous financial feporting ffan]ewofl( to PFRS for SMEs dld not
res!lt n substar)lial changes to tlte Company's accounting policies on the item classihed in the
conlpany's flnancial positior.l, finarcial perforn]ar]ce and cash flows of the current and pfior years
Adoplron of PFRS for SMEs did not fesult in any adjuslments to retained earnings or in contpany's
cqulty and stdtcntenl oI co lpfehenstve Income.

Below rs the recor.rciliation for the transition fronr PFRS lor Sl\,4Es to Full FFRS

At December 31, 2010

lencl of last De,iod Dreser)te'cl !rrder PFRS for SMEs

ASSETS
CURRENT ASSETS

tldsh arrd [;ash Eq tvalenl
lrade arr( olher receivabtes
Olhcr C|iIent Assets

SME PFRS fo. SME
F ULL
PFRS

1,963,560 6B

s,623.518.81
1,968.560 66 P

9,62 3,5 r 8 81

3,243,352 .14 3.243,352 44

I olnl C||rrcnt Assets 14 835,431.93 P P 14.B35,431 S3

NONCURRENT ASSETS

33,738.722 56 P 33,738.722.56
65,s00,938 89!!p9!!L4L'4 9q!t!PL]jilt!. !19! _ 65,b09j?q8s

lolal No C!rrenl Assels P 99,248.661 45 P P 09,248,661 45

TOIALASSETS P 114.084.093.38 P ' P 114,084,093-38

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Payalrle li.rd€ I Others
Othcr C! cnl Lirbrtrties

_ _ lq4l 99L!9ll! L.'q!L!rlie!. _... ....-.. .,-t , _ 1.-2jr-2llq,ol_ _? --,_-_-_ : P-_ 1.2s2.13&05_
NONCURRENT LTABILITIES

._ . l,grlu le.!!u lEbtliltei...., - _-,t -_...._,_1S.0,3p.3-911!a | -_,..__.__,__ | ___ 1q0j!j:j93a06 -
r9lar !!S,tgLrr! 91!,!.! qr!r!19 9 q Loq?83,e!1 -0p. ..-q B -1.S0-re?,93{06

EQUITY

Retaine(l F-.n n lq s Approprraled

1,031 ,091 31 P

P 1 2s0.000 00 P

10,500.000 00

P 1 031.091 31

- 2ti1.046 74

P 1,250,000 D0

10,500,000 00
tieldlxecl L.r,,',rrgs U dtrpr,,p aled 75A,O21 ?7 - 758,021.27
folirlEqrnly P 12,508,0?1 27 P P 12,508,021.27

TO IAI, LlABrLlTtES AND EQUITY p 114,034 093 3B p - p ',114,084,033.38

Chanqes anrl lmprovements in AccoLrntinq Policies and PFRS for the vear 2011 applied by
the corn panv

I he accounting polrcies adopted are consistent wtth those ol the previous financial years, except for
the policies and inrprovements related to tl.te following new and anrended Philippine Financial
Reporting Standards (PFRS), Phllippine Interprelations of International Financtal Repotling
Interpfetatrons Comn.rittee (lFRlC) and Philippine Accounting Standard (PAS) which becante
effective on 2011 Adoptlon of these new and amended standards did not have any significant
effecl on the con]pany's finaucial statements.



llre onrnrbus inrprovements to pFRSs were issued pflntaflly with a view in rentovtng
nconsistencies and clarifying worclings. The inrprovernents to FFRS consist of those that involve
SccoL|l'lIng changes fo. presenlatjon recogl]ition or measufentent purposes and those involving
termrnology or editofial changes with ntinintal effect on accounting.

the adoption ol the new amencled standarcis ancJ improveme[ts of amended standards drd not
have any rnrpect or e{fect rn the fi|rancial statements of llte contpany specifically the statentent of
financral positiolr and statement of conrprehensive incone These, however, requiied addrtjonal
clrsclosures on the financial slatements

PFRS 1, (May 2010) "First Time adoption of PFRS.,'which becane effective for annuat periods
begrnnrng orl or atter Janlrary -1,201'1. These are amendments resulting front May 2010 Anoual
lmprovernents to PFRSs lt appties to accoLrnt,ng policy changes ln ttte year of adoptjon,
revaluatron basrs as deemed cost and the use of deemed cost for operations subject to rate
reg(latron

(Decernber 2010) which becaote effective on allnual periods beginning on or after July I , 20 I 1 that
feplacemerlt of 'fixed dates" {or certain exceotrons wiih the date of iransitior to PFtlSs' The
anrendnrent replaoes references to a fixed date of '1 January 2004' with 'the date of transition lo
IFRSs', thus elinrinating the neeci for companres adoptrng tFRSs for the first time to restaie
derecognrtror'r transactions that occurled before ']e date of transition to IFRSs

{December 2010) wlriclr becante effective on ar'tnual periods beginn[]g on or after July 1, 2011 that
additlolal exemptron for entities ceasjug to sufier from severe hyperinflatron. The arnenddrer)t
pfovides g\ridance orl how an enlity shoulcl resume presentjng financial statements in accordance
with IFRSS after a periqd when the entity was urable to comply wjth tFRSS Decause its functional
currency was subJect to severe hyperinflation

I'he Conrpany cloes not have any sig|rificant intpact upoo adoption of this revrsed standard

PFRS 7 (May 2010) "Financial Instruments: Disclosures" which became efiective on annual
perods beginnllrg on or after JanLlary 1, 2011. These are antendments resulting front May 20'10
Ano!ral lmprovements to PFRSs whrch is clarifying djsclosures.

(Revised October 2010) ll became effective on July l,2011. Anrenrjntents are enhancing
tllsclosufes about transfer of finallcial assets tt allows users of the financial staiements tD irnpaove
therr rnciefstandlnq lhe possible ef{ects of any risK that nray remain within the entity. lt also
requires addiilonal disclosules if a disproportionate afltount of transfer transaciions are undertaken
around tl'le end of a reporting pefiod. lt involves a comprehensive review of off statentent of
Financial posilron activtties.

-l-he Corrpany does not have any significant jmpact upon adoptjon of thls revised standard.

PAS 1 (May 2010) "Presentation oi Financial statements" which becanre effective on anr'rual
peno.is beginnrng on or after Januafy 1,2011. These are antendments resulting from May Z0l0
AnDual Inrpfovenrenls to PFRSs. lt a$ends the clarification of statement oi changes in equity.

The Conrpar.ry cloes not have aoy signifrcant Inpact upon adoption of this revised star.tdard.

PAS 24 (Novernber 2009) "Retated party Disclosures,, whiclt becante effective on annual
perlods beginrring o,l or after January 1, 201 l. These are revised ciefinitioll of related parties. lt
simpli{ies ll,e requitements for govefnment reiated entities and clariftes the definition of relaled
party. Rel3ted parties are two parties related to each other if one party controis or signjficanfly
fiftuences lhe ather pa(y

I he fevrsed Standard srnlplifies the icientlticatron of relatioDshiDs and lD ehminate incongistencies in
its application ll introduces a partial exemption of ciisclosure requirements for government-related
entities.
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l lle Conrpany does not have a|ly significant in)pact upot.] adoption of this revised standard.

PAS 32 (Revised 2009) "Financial Instruments: presentation-Ctassilication of Rights
lssues-" The arrendment to PAS 32 is effective for annual periods beginning on of after Febfuary
1 2010. 1t amended tlte defirition of a financial liability in order to classify rights jssues such as
ceftain optlons of war.aots as eguity instnllr]ents in cases where such rlghts are give pro-rata to all
ol the existing owners of the same class of an entity's non-derivative ec{uity Inslru{Ieots, of lo
acqurre a lixecl number oF the own equity instruments for a fixed amount ilt any currency

ThB CorDpany does not have any signiflcant Intpact upon adoplion af this revised standard.

PAS 34 (May 2010) "lnterim Financial Reporting,, which becante effectjve on annual perjods
begror.ring on or aftef Janqary 1,201'1. These are ame[dn\ents resultir.]g from May 2010 annual
lnlprovenlents to PFRSs. The amendments are olt Srgl.tificant events and tranSactions

The Conrpany does not have any signi{icant impact upon adoption Df ihis revised slandard

Philippioe lnterpretatiort IFRIC 13 (Revised May 2010), ,,Customer Loyalty Programrnes.,, lt
hecanle effecttve January 1, 2011 which anlendtnents on fair value of awards credits. lt clarifies
that when the tair value of awards is measured based on the value of the awards for which they
coLlld be redeemed, the antount of discounts or incentives otherwise qranted to customers not
partrcrpatlDg rn the award credit scheme, is to be taken into account

The Conrpany does not have any sigr.tificant impact upon acloption of this interpretatio|I.

Philippine ltlterpretation IFRIC 14, "Prepayments of a Minimum Funding Requirement." which
Decanre eftective JanLrary 1, 20'11. The amendments apply in limited circumstances when a
company rs sLrDlect to ntinrmunt funding requrrements and nlakes an early payment of contfibutions
10 cover those requirements lt pefmils a company to ifeat the ttenefit of such early payment as an
asset

The Conrpany does not have any signiiiaant intpact upon adoptton of this interpretation.

Philippine Inlerpretation IFRtC 19, ,,Extinguashing Financial Liabilities with Equity
hrslrunrents." which becarle effective Julv 1. 2010 rhe standard stated a debtor and creditor
nright renegotiate the terins of a lrnancial lrabrlrty with the result thal tbe debtor extjnguighes the
liabrlrty fLrlly or partially by issuing equity instrunrenls to creditors lt is referred to as "debt for equ'ty
swaps'. The equity instruments issued are nteasltred at their fair value. ln the case that this
cannot be tehably measures, the Inslruments are nreasured at the farr varue of the liability
exhngLiished Any gain or loss is recognized immediately in profit or loss.

Tlre Car'lpary does not have any significant intpact upor) adoption of this interpretatiotl

l,nproue,nents to PFRS arrd to b" apolied bv the comoanv in the next accountinq period 2012

The orllnrbus anlendments to issued Standards have not been adoDted as they becarne effective
fof the annual periods on January 1,2012 or July 1.2012 The company anticipates that these
changes wlll have no nlaterial effects on the finaocial statemenis

PAS 1 (June 201'1), "Presentation of Financial statements." which will be effective on annual
pefiods beginning on or after July 1,2012. These are arrendn]enis to revise the way other
colr'lptenerlslve Income is presented for users of tl're financial statentents lo assess the irnFact of
other conrprehensive income items on the overall pedormance of the company and improve
conrparability of PFRS and US GAAP

PAS 12 (Decernber 2010), ,'|tncome Taxes" which will be effective on annual petiods beginning
on or alter Januafy l,2012. These are limited scope amendments on recovery of underlying. lt
requlres an entrty to nreaslrre lhe deferred tax relating to an asset dependiqg or\ whether the entity
expecls lo recover the through use or sale. lt can be difficult and subjective to assess whether
recovefy wrl{ be through use or sale when the asset js r'r'reasured Lrsinq the fair vaiue model in pAS
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40 Inveslnrent Property fhe antendl].]ent provides a practical solution to the problent by
rntroclucing a plesun']ption that recovery of the carrying amount will, normally through saie

As a resLrit of the ame,rdnrenis sic 21 lnconre Taxes, Recovery of Revaruec, Non-Depreciable
assets woLrld no longer apply to inveshrent properties cafried at fair value l-he antendments also
Incorporated Inta PAS 12 the remaining guidance previously contained in SIC 21 wlrich is
accordingly witfrdfawn.

Tlre corrpany will adopt the following standards and amendments stated below when jt has becorne
effecttve on the year stated below. Except as otherwise indicated, the contpany does not expect
the adoption of the new and amended standards and interpretations to have srgntficant ,ntpait o,r
ttre aontp.tr-ty's ftnancial statements

Eftective ?013

PFRS 7 (December 201'1), "Financial lnstruments: Disclosures.,, wr be etfective on annual
periods begrnnrng on or after JanLrary 1, 2013 and interim pefiocrs wrthrn those perods. rhese are
anrendntents enhancing disclosures about offsetting of financial assets ancl ttnanctal ltabilities

PFRs'10 (original issue May 20'11), "consolidated Financiar statements.,' wr be effectrve on
annual periods beginning on or after January .1, 2013. lt is to establish principles for thepresentatlotl and prepafation of consolidated financial statemeuts when the collDanv controls one
or nlore othet enlrttes

PFRS 11 (Origanal issue May 20.11),,,Joint Arra|lgements.', will be effective on anoual periods
Deglnnrr]g on or atter January 1,20'13. lt dete'nines the type ofjaint arrangement in y/hioh it is
involved by assessing its .ghts, obrigations antr accounts for ti.'ose rights and obrigations in
accordance with joint operatton or loint venture

PFRS 12 (original issue May 2011), "Disclosure of lnterests rn other Entities.,' wi be
eflectrve on ant-rLlal periods beginning on or after January 1,20.13 lt requires dtsclosures to be
applred by an entity that has an interest in subsidiary, subsidiaries, jornl atrangements, assoclates,and to unconsolidated structured entities to the enabre users to evaruate the nature of, risk
assoclated wttlr, its interest in other entities and the effects of those interests in its financial
sta te me n ts

PFRS 13 (origanar issue May 2011), "Fair varue Measurement will be effective on aonualpenods begrnotng on or after January 1,2013. lt defines fair value and seeks to increaseconsistency and contparability in fair value measure|'I.]ents aId related disclosures through a.,faif
:.:l:: ni:."r.ny.. The hrerarchy categories the inputs used in vatuation techniques into three (3)Ievels ll grves the highest p,ioaty to quoted prices in active markets for identacal assets or liabilities
and the lowest priotily to unobservable inputs

PA-S 19 {Ainended June 2011), ,.Emptoyee Benefits.,' wrll be effective on annual periods
Degrnrlng on or afler JauLrary 1,2013. These are amended standard resulting ffom the post_
enrploynrent benefits and tef|r'rination benefits projects lt reqLrire recognition of chlnges in the net
defi.red benefit ,liabrlity (asset) incruciing inr ediate fecognrtion of defined be,.efrt cost,
dlsaggregatron of defined beneftt cost into components, recognition of rerleasurements In othercompfehellsive Incon']e, plan amendlt.tents, curtail|l1ents and= set entents, intfodLlce enhancedorsclosures about clefined benefit plans , modify accounting for tefmination benefits, includingdlstlnguishing benefits provided in exchange for service and derrefits provided in exchange for th6
ternlination of enrployment and atfect the recognition and n'teasurement ot termtnatton benefits and
clafrlication of 

'liscellaDeous 
issues, incruding the crassification of emproyee benefits, current

esiimates of rrrodality rates, tax ancl ad|ninistration costs and risk-sharing and;onditional indexation
features

PAS 27 {May 20.11), ,'Consotidated and Separate Financial Statenrents.,,
annLlal periods beginning ol] or after Januafy 1,2013. These are tetssueu

will be effective on
as IAS 27 Separate
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Financral StateDents as anrended in 2011 lis obiectrve ls to set standards to be applied In
accounting iof invest|]-tents in subsidiaries, jointly ventures, and associates wher'] an entity eleats. or
is feqLrired by local fegulations, to present separate (non-consolidated) financial statenlents.

PAS 28 (May 20 ll), "lnvestrnemts irr Associates," will be effective on anr.tual perrods begrnnrng
on or aftef January 1,2013. These are feissLred as LqS 28 Investmeni in Associates and Jol|lt
VentLrres as :rnrerdecl i|l 2011. lt pfescribes the accounting for Investments in associates and to
set out lhe feq\rlrements for the application of the equity method when accourlting for investrlents
rn assoOates anc/ jornt ventLlres

Philippine Interpretation IFRIC 20 (Octotrer 19, 2011) "stripping Costs irl the Production
Plrase of a Surface Mine." will be effective on annual periods beginning on or after Jarruary 1,

20'13 lt applies to production stripping costs i|]culred on or after tl]e beginning of the earllest
period presented Any "predecessor stripping assei" ai the date is requit ed to be reclassified as a
paft of ihe existing asset to v\,hich the stripprng activity is related (to the extent there remairls an
iclentitiable component of ihe ore body to which rt can be associated), or olhefwise recogrized irr

openrng Retarned Earnings at the beginning of the earliest period presented

Etfective 2014

PAS 32 (Decerrber 2011), "Firlancial Instruments: Presentation." will be effectrve on arlnual
pefiods begin|ling on or after January 1, 2014. These are amendments to application guldance orl

the offsetting of frnancial assets and financial liabilities lt establishes the principles lor presentltrg
iinancial instruntents as liab,rlties or equity and fof offsettir)g fjnancial assets and liabilities lry

clarifying the classification of a financial instrument issued by an er'rtrty as a liability ot as equity
prescfibu]g tlle accourlting for treasury shares (an entity's own repurchased shares) and prescnblng
stnct condilions under which assets and liabilities Inav be offset rn the statement of financial
poslllon.

Effective 2015

PFRS 7 (Decetlber 2011), "Finatrcial lnstrunrents: Disclosures" wlll be etlectlve orl annudl
pefrocls begrnnir'rg on of 3ftef JanLrary1,20'15orotherwisewhenPFRSgisfirstapplaed. Theseare
amendnreots requrring drsclosures 3Dout lhe irrtial nppl,cation of PFRS 9 l\,4arldatory application
di]te eflectrve January 20 I 3 was amended on Decefiber 201 'l to be effeative on January 1 , 20'1 5

PFRS 9 (Original issue October 2010), "Financial Instruments Accounting for Financial
Liabilities and Derecognition" will be effective annLral periods beginning on or afler January 1,

2015 MaDd;rtory applicatior] date efieciive January 2013 was a|nendecl on Decenlber 2011 to be
effective o|r Jar'ruary 1, 2015. lt is incorporating new requifements on accounting for financial
liabrlrlies and cafrying over PAS 39 the requifements for defecognllion ol financial assets and
lralrilrtres

Deferred

Philippine lnterpretation IFRIC 15, "Agreements for tlre Construction of Real Estate." which
was defered and final revenue stanclatd is issLred try IASB and an evaluation of the requltemenls
of the frnal revenLre stanclard against the pfactices of the Philrppine real estate industry is
conlpleled. -lhrs stancjard provides guidance on how to determine whe[hel an agreement for the
constrLrctiofr of real estate is within the scope of IAS 11 (Construction Contracts) or IAS 1B

(Revenue) ancl when revenLre fronr construction should be recognized l-he main expected change
irl ptactice is a shift fsr sonre ertities frorD recognising revenue using the percentage of completion
melhod (i.e as constfuction progresses by reference to the stage of conlpletion of development) to
fecogflisrng revenue at a single tinre (i.e. at cornpletion Lrpon or after clelivefy)

The Conlpar.ry will be aifected by Philippine Interpfetalion IFRIC 15 srrrce lhe prmary purpose ol the
conlpaily ls rn real eslate



Financial lpstrurnepts

Date of Recog nition

the Contpany recognizes a financial asset or a financial liability in the statement of financral
position when the Company becontes a party to the contraatual pfovisions of the instrumenl

Purchase or sales of financial assets that requife delivery of assets wrthrtl the tinre ffarnc

establishecl by regulatior of cor]veniion in the marketplace are recognized on the trade date

lnitaal Recognition of the Financial Instrurnents

All linancaal assets and financial liabilities, inclLlding tradang and investnlerrt securitaes and loans
ancl receivables, are initially recognized at fair value Except for financial assets al farr value
throLrgh profrt ancj Ioss (FVPL), the anitial measLrrement of financial assets includes transactron
costs The conrpany classifies its financial assets in the following categories: financial assets at

FVPL helcl-to-ntaturity (HTN4) investments, available for sale (AFV) fxlancial assets and loans and

receivables The company classifies its financial liabilities into financial liabilities at FVPL and othel
firancial liabrlities The classification depencls on the purpose for which the investnlent were

acquirecl and whether they are quoted in arl active market. Managemenl deterlnines lhe

classrlicatio|t of its invest|lrents at initial recognition and, where allowed and approprlate' re
evalLrates such designation at every reportrng date.

As of Decerllbef 31, 2011 and Decenlber 31 2010, the Company has filrancial assets and liabilitres

in the fornr of cash, and receivables, payables and non-culrent liabilities

Determination of Fair Value

The fair valLre fof the financial instruments tfaded in active markets at tl'le reporting period is based

olr the quoted nrarket price or dealer price quotillions (bid price for long positions and ask price lof

shorl positions), wiihout any decluctio|t for transactiorl costs When curfent bid and asking prices

afe not available, the price of the nrost recent transaction provides evidence of the current faif value

as long as there has not been a significant change in economic circumstances since the tinle ot the

lr ansaction

Fol all other flnancial instruments llot listed in an active market, the taif value rs detern]llled by

using appfopfiate valuation nrethodologies. Valuation methodologies Include net present valtre

technrques, comparison to similar instrumet]ts for which market observable prlces exlst, optlon
pricing nrodels and other relevanl valuation nrodels

Fair Value Haerarchy

l-lte Corrpany Lrses the following hierarchy for deternrining and disclosing the fair valus of finallcial
insirLrnrents by valuation technique:

Level 1 quoteci (unacljusted) prices in the active n.rarkets for identrcal assets or liabilities
Level 2: other technrques for which all inputs which have a significant effect on the

recolded fair value is obsefvable in the market, eithef directly oI indirectly
Level 3: te.hniques which use inputs which have a significant effect on the recorded

fair value that are not based on observable market data.

Day 1 Profit

When the tfansaction prrce in a non-aclive nlarkel is dafferent frorn the fair value from other
observable cLlfrerlt market transactions in the same instrLrnlent or based o|l a valuatton technique
wlrose vafiables include only data from obse.vable market, the con]pally recognizes the differetlce
between the transaction price and fair value (a "Day l" profit) in the statement of compfehenslve
income unless it qualtfies for recognition as son]e otfler type of asset In cases where tnputs Llsed

is made of data whrch is not observable, the diffelerlce between the ttaflsaction price and model
valLre is only recognizecl in the statement of comprehensive incotrre when the rnputs become



obsefvable of when the instrument is derecognizecl. For each transactron. the corllpdny deterrllines
the appropriate method of recogrlzing the "Oay 1" ptofit amount.

Loans and Receivables

Loans and feceivables are financial assets with fixed or determinable payn]ents and fixed maturlties
that are not qLroted in an active market. They are not entered into with the in(ention of inrfllediate or
strort-tern tesale and are not classified as other financial assets held fo( t(ading, desrgnated as
AFS of financial assets desrgnated at FVPL. This accountiDg policy relaies to the currenl portion of
the statement of fir'rancial position captjon "cash".

After rritial measurenrent, the loans and receivables are sLrbsequenlly measured at amortized cost
Lrsrng tlre effective interest rate nrethod, less any allowance for imparrmerlt Anlorhzed cost is
calculated by tal(ing ilrto accoLrnt any discount or premium on acqui6ition and fees lhat are an
integfal pa( of the effective interest.ate. The amortizalion js included jn the interesl inconte in the
staten]ent of frnancial perfoflnance. The !osses arising fronl inrpaiflnent of such loans and
receivables are recog!rized in provision lor market ilecline in the statenrent of financial pedormance

As of Decenrber 31, 2011 and December 31, 2010, the Company has financial asset and liability rn

tlie fofm of caslr, reGeavables and payable.

Availat,le-for-Sale Financial Assets

Ava rlab le-for -sale financial assels are those which are designated as such or do not qualify to be
classifred as designated as at FVPL, HTM financial assets or loans and recervables.

Financral assets rnay be designateci at ini(ial recognition as AFS if they are purchased and held
indefinitely, ar)d rnay be sold in response to tiquidity reqLrirements or changes in nrarket cqnclltronE.
AFS ftnanc,al assets are inclu.led in equity securilies.

Aftef initial measurenrent, AFS finar]cial assets are measured at faif value The unrealazed galns
and losses arising from the fair valuation of AFS tinancaal assets are excluded from repoded
earr.rings and afe reporteci as "Net unfealized gain (loss) on AFS financial assets" in othel
conrprehensrve Income

When tlre seclltity is djsposed of, the cumulative gain or loss previously recognized in other
colnprehensrve incon]e rs recogr]ized in profit or loss. Where the Conrpany holds more than or]e
Irvestnrent In the same secLrrity these are deemed to be disposed of orr a firslin first-out basis
lnterest earned on holding AFS financial assets are reported as interesi income using the effective
interest fale Dividends eafned on holding AFS frnancial assets are recogr]|zed in the statement of
financial pe ornrance when the right of payment has been established The losses arising frorll
inrpairnrerlt of such inveslmenls are recognized in the statement of financial perlormance.

As of oecenrber 3i, 201 1 and Decembef 31, 2010, the conrpany has no available for sale financial
assets reported ir-r rts Statentent of Financial Position.

Other Financ ial Liabilities

Other financjal ljabililies pertajns to issue financial instfuments that are not classified or designated
as at FVPL and contains contractual obligations to deliver cash or another financial assets to the
lrolder of to settle the obligation other than the exchange of a fixed an.rount of cash After initial
n-reasLrrement, other financ'al liabilities afe sLrbseqLrently measured at aotodized cost rjsing the
effectave intefest raie nrethod. Amortized cost rs calculated by taking into account any discount or
prenlurlr or'r the issue and fees that are an integr:rl paft of the effective interest rate.

[his accountrng policy applies pfinrarily to tl]e Company's accrued expenses and other payables
and otlrer oblrgalions that meet the above definilion (other than liabrlities covered by other
accoLltting Slandards, such as income tax payable).



Derecoqnition of Firtancial Assets atlcl Liabilities

Financial Asset

A trnancral asset (or, where applrcable a pad of a fiuallcial asset or part of a gloup of flnancial

assets) is derecogIrzed when:

,l lhe l|glrl lo recelve cash llows froln lhe assel has exprted

b the Co|npany retains the right to receive cash flows from the assets' but has assumed as

obligatiotr to pay them in fuii without nraterial delay to a third party Llnder a "pass-through

arfan0en)ent, of
c the Company has tralls{erred its rights to receive cash flows fron lhe asset and either (l )

has tfatlsferled substantially all the risk at'ld fewards of the asset' or (ii ) has nelther

transierred nor retatned ttre iisk ano rewards of the asset but has tfansferred the control of

the asset

Where the Contpany has transferred its rights to receive cash flows kom an asset or has elllered

inio a',pasS-tho,gh" arrangenrent, and haJneithet transfer nor fetained substantially all the rask arld

tewards of the asset nor translerred control of the asset, the asset is recognized to the extent of the.

compaoy's cantirlutng involvement in the asset Continuing Involvenrent that takes the forn, of

guarantee over the tiansferrecl asset is measuted at the lower of original carrying anlount of the

isset ancl the ntaximunt antount of consideration that the conrpany could be requlred to repay

Financia I Liability

A finsr)cral ltabtltiy ls derecognlzecj wl'len the obligation under the liabrlily rs drscharged or cancelled

or exprrecl. Wllerr an existhg financial liability is replaced by anotlrer from the same lender on

subslantrelly diflerent teflTrs, or the tefnls of an existing liabilittes are substantially modified' such an

exchange or rlrodrfication is treatecl as a derecognition of the original liability and the recognition of

a new lrabilly and the difference in the respecttve carrying amounts is recogl-lized lll the statenlent

of financral perlornrance.

Ir.npairlnent of Financial Assets

The Company assesses at each financial feporting date whether there is objective evidence that a

financial asset or group of financial assets is impaireo A financial asset or a group of financlal

assets is deerrecl to be impaired if , and only if , tl.lere is objective evidence of impa'rment as a result

ol one or ntore events that has occurred aiter the initial recognition of the aSSet (au illcurred loss

everrt") and that loss event/s has an impact on the estlnlated future cash flows of the financial asset

or the group of fir'rancial assets tl.rat can be relialrly estinlated.

Evtdence ot It-tDarrntent mav lnclude indications that the borrower ot a 9loup of bofrowers is

experiencing signiftcant fitlancial difficulty, default or delinquency in interest of princlpal payrlenls'

tlre pfobabilily that they will enter bankruptcy or other financial feorganizat'on and wnere

observable daia incticate that lhefe as measurable decfeaSe In the estin'lated future cash flows, Such

as changes in arrears or ecorlonlic conditions that correlate with defaults

Loans and Receivables

For loans and recetvables carftecl dt amortized cost, the foundation first assesses whether obleclive

evrcience of itnpairment exists ndiviclually for financial assets that are individually sign'flcant' or

collectively for linancial assets tl.\at are not individually significant. lf the Conrpany determ'nes that

no objective evidence of in]pairment exists for individually assessed fananc'al asset, whether

significant or not, rt includes the assel in a group of financjal assets with similar credit risk

characteristrcs and collectively assesses for inrpairnrent Those characteristics are relevani to the

eslinratiol-r of futLrre cash flows for groups of such assets by being indicative of ihe debtofs' ability to

pay all arnounts due according to ihe contractual terms af the assets being evaluated Assets that

are individually assessed for xnpajrment and ior which an ampairment loss is' or continues to be

recoqr'rized are not included it-t a collective assessment for inipairnient



lf tllere is objective eviclerce that an impaiflt]ent loss has been incurfeo, tne amount of the loss ismeasured as the diFference between the 
".r"1. ;;il;;;;,o,.,n, uno rhe present vatue of the

::::]]:,^.1i-i "'y cash ftows (exclLrdrng fLrture cfeclrt ro.."., inul nuu" not been incurred). Thecarryrng anroui.rt oi the asset is recrLrced tnrougn uie otlnirioi""""" account and the amount ofloss ts cnarged aqainst the statenrent of financial performauce. ln,"r"r, ,n"o,r,u is continued to befecogtized based on tre oriqinar eftective rntere-si r"i" oi?"'"r*,. Loans, together with theassociated allowance accor,rnti, are written,ofl when tn.ru ir,,.l"laD.r ajr co,arerar nr" u.",, '.""1,.",1 '';;'ll' :' :,']Jl1_1:l:l'? j:?"::'" prospect of future recove'y
Inlpaifrnent loss decreases 0"".i1:^"1; ^]r'-.|] : subs:cuent year' the anlount of the estimated
p,evioLrs,y ,""";;;;;i;;i;;"#i":l?i,:":il'"T;1"ili,:ffi,11"",:l'"il..T ffi';;:.';':.*,:?:
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recoverecr, uny u?:.y1," rorme.rry cnirgetai" ir"J,t t" rhe current operations Thepresent valLte of the estinlated fLltllre cash flows is'discounte; at the ttnancial asset.s origi'al
:"f:*"Jl'ij::'lT. :f.';f:#: u "u'i;i;;;L;;=; '","'ii?,ri,.o,", rare ror measurins anv
*e carcurarron-oid;p;;;i""J,::';i,#1ff:"'"",';'; ?i,i1"",..Xii,,iffi"":?:1.i:::Lil::*:*:asset I eflects the cash flows thai may ,esult from fofeclosu.e less costs tor obtaining and sellir.\g thecottater dl whcthet or |.lol tor eclosLre rs probable

For lhe pLrrpose of a colrective evaruation of in'rpairment, frnanciar assets are grouped on the basisof sLrch credrt rsk characleristics as industry, 
""i,"i"r"r'ivp" 

p"",1di,. 
",u,r" 

uno ,.rn.,

1T::,:l* flows in a group ot financiat assets that are collectivety evatuated for irrpairnrent a|eestlrllated oll the basis of ltistorical loss experje,rce tor assets wfh cred/t risk characleristics similar
l"^l!i:" i? th: compary. l-listoricar ross experience is adjusted on the basrs of current observabledata to reflect the effects of current conditions tnat oro noilreciin" prnoo on which the historicalloss experience is based and to remove the effects or conuitioni in tne hrstoricar period that do notexrst cqrren y Estimates of cha
wrth the changes ;n ,nu ,u1"1".,n9^i^1 

in fLlture.cash-flows reflect, and are direciionally consistent
une rpro-y nenriar"" o,*"nr'oj."Ttilf3':.,?r'';, j,.Tofi.'"J.,,:,j::::,fil'J 

;"J["i.r":""::InQrcallve ol incLlrred losses in the company and their magnitude). The methodology andassumptrons used for estimatinq 
1t-",r-" """1n"ri"" gi" ,""i"*"Jilgr,rrty tly the company to reduceany dilferences belween loss 

"iti,,,","" and actual loss experience

Avaitable-For-Sale Financial Assets

In case oi equity securities crassified as avairabre-for-sare financrar assets. inrpairment wourdinclude a signiircant or proronoed decrine ir'r rn" r"ii Llr" 
"iin"',iuur,'," n,. berow its cost. when

l]-'1."-l:,_::,0,""9" or impairnre-nt rosr, t," cumuraiiu- ;;; ;";;";; as the difference behveen rheacqUrsrtto!r cost and the current
oreviousrvrecos^l;; 

'; 
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ate recognized direct|y in other corrprenenslve Inconte

Qffsettinq Financia l Instruments

Frnancral assets and financiar riabirities are offset and the net amount reported in the statement ofItlancrar position if' and onry lf, there rs a currentry 
""t"r.""0r" i"g", right to offset the recognized

;itft;t:,::fl"iijjesis the intention to settle on 
" 

'',"t o"'Ll 
"i iJ''earize rhe asser and seure the

C ash

ConsrcJe.ed as cash are caslt on hanci, cash in banks, cash in wofkit.tg tunds and petty cash fund.
Cash Ectuivalents

consrdefed as cash equivarents are 
_short-term 

highry liquid investments that are readiry convertrbreIo l(nown amo!Dts of cash with origina/ maturities of three months or 
'ess 

rron.r dates of acquisitior.)and that are sLtbject to an insignificant risk of change in uulu".- 
- ' -,



Receivables

Recejvables are stated at face value less allowance for uncollectible antounls. I ar]v.

llad debts are written off dLlring the year if any.

Allowance for Doubtful Accounts

The Cornpany provides allowance for doubtful accounts at a level considered adequate to provide
lor potentially uncollectible receivables The level of allowance is based on past collection
expefrence and other {actors that may affect colleclability

Ihe allowance is established by charges to support and revenue in the form of provisions for
doubtful accour'lts. Accounls are written off against the allowance for doubtful accouflts when
rllanagenrent ilelleves that the collectability of the account is unlikely.

As of the period, the management believes it can collect its receivable arld is able to collect its
recelvaDles.

Value-Added 1ax

Revenues, expenses and assets are recognized net of the amount of value-added tax except
wllere lhe value-added tax incurred on a purchase of assets or services is not recoverable from the
taxatron authoflty, in which case the value-added tax is recognized as part of the cosls of
acqL||srlon oi the asset or as part of the expense item as applicallle

The nel anount ot value-adcied tax recoverable from (also known as input tax), or payable to (also
known as oLrtpLrt tax), the taxatio|l alrthority is included as part of other cLrrrent assets or payables
n the staterr'lent of financial position.

Cre(lrtallle Wrthholdi o Tax

creditable withhol(ling taxes are taxes declucted by required withholding agents who renrit to the
Bureau of lntetnal Revenue and these can be clainted by the company against the inconte tax
liability of the conpany for the taxable year.

Property an.l Eq uioment

Property and eqLijpnlent are stated at cost less accumulated depreciation and any impairment in
valee the iniiial cost con]prises its purchase price and direc y attributable costs of bringing the
asset to worklng condition for its irrtended use.

Subsequenl expenditures retating to an itetr of property and equlpnent that have already been
recog-nrzed are added to the carrying anrouit of the asset when it is probable thai future econonlic
benents, in excess of the orjginally assessed standard of performance of the existing asset will flow
to the contpany. All other subsequent expenditures are recognized as expense in tlle period in
whrch those iltcLtfred

Malor spare parts and stanil by equipment qualify as property and equipnrent when the coolpany
expecls to use theDr for nore than one period. Sirnilarly, if the spare parts and servicing eqlipntent
cirrl be Lrsed only in connectlon with an item of property and equipn]ent, they are accounted for as
property and equip|ltent

l-ne carryl\g value is wtitten down imnrediatelv to ils recoverable anrount. The estinlated useful life
rs revrewed and adjusted when appropriate.
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Depreciaiion is calculated on a straight-rine basis over the estimated usefur rives or the propefty,
plant ar'rd equipntent as follows.

Leasehold ll,1']proventents
I ransportation Equipment
Office Equipment
Land improveDlents

Approx 5 yeafs
Approx. 5 to 10 years
Approx.2to5years
Approx. l0 to 15 years

The useful life of each of the conrpany's itenr of property and equipnlent rs esti,.rated based o. tfiepetod ovef which the asset is expected to be avairabre for use. such estimation is based on acollective assessnlent of samilar businesses. Internal technical evaluation and experience wittr
srnrilaf assets The estirrated useFur rife of each asset rs revlewed periodicaly and updated if
expectations drffer from previous estin'rates dre to physicar wear and tear, technicar or commercial
oDsolescence and legal of other limits on the use of the asset lt is posslble. however, that fLlture
restrlts of operatio|rs could be fiaterialy afJectect by changes in the amounLs and tu'1rng or recofded
expellse brougl.lt by changes in the factors mentioned above. A re€luctrolt in the estimated useful
lrfe of any rtenr of property, plant and equipment woulci increase the recorded depreciation
expenses ano decrease the catrying value of the propedy, plant and equipt.t.tent.

When assets are sold, retired or disposed of, the cost and related accumulated depreciation are
relnoved from the accouDts and any resulting garn or loss is creclited or charged to current
opefatrons.

Land ts not subject to depteciation

Investrre nt Propertv

Investment property are rard, buirclings ancr inrprovements herd lo generate inconle or for caprtal
apprecratron or lloth, and are n'teasLrred initially at cost, including transaction costs. The carrying
anrounl rnclLldes llte cost of replacement when incurred if the recoqnltion criteria are met. and
excludes r egular servicing cost.

Depreclaiiorr rs con.lputed using the straight-lane method over the estintated useful lives of flte
as sels.

Transfer to or ffom, invesiment property shall be ntade when and only when, there is a change in
LtSe

Investnrent, propefty is derecognized when either it has been disposeci of or when permarlen y
wrtl-ldrawn frorr use and no fLrture economic benefit is expected from rts disposar Any gain or ross
on tne fettrer'lent or disposal is recognized in the statements of income ln the vear such occufred.

Helcl- to-tnatLtritV Investment

Held to naturity investments are non-deflvatlve tinancial assets wrth ttxed or determinatJlepayments that tlre conpany Intends and is able to hold to maturity and that do not rreet the
definltion of loans and receivables and are not designated on initial recognition as asset at fair
value throLrgh profit or loss or as available for sale. Held-to-maturity ir.tvestments are measured at
dn rorhled cost.

ASset lmuatn cnt

lrnparflnent of Financial Assets

-fhe cafryrng valLre of al financial assels is reviewed foI inrpairment whether events or
cilcumstances inciicate that the carryrng amounts may not be rec,overabre. The identification ofifilparf ent and the deter.inatron of iecoverabre anrounts is an inhefenuy uncertairr process
Involvrng various assunrptions and factors including the financial concjition of the counierparly,
expected future cash flows obsefvabre market prices and expected net sefiing prices In order io
deternline whether negative revaluations on investment securittes correcfly represent tmpatrment,



all inveshleltt securities for which the luarket value has been significa[t below cost prtces tor a
cor)siderable period of time, are inclividually reviewed A distinction rs made between negative
rcvalLratiofl due to general market fluctuations and due to issuer speclfic developments The

Inrpairntent review focuses on issuer specific developmen(s regardang financial condition and tuture
prospects, taking into accour'ti lhe intent and ability to hold the seculities ultder the company s lolrq

term i vest ent sh'ategy

For AFS linanctal assets, a significant prolonged decline rn the fair value indicates impairmellt The
inrpairment loss is tlte difference between ats current fair value and its origjnal cost. lmpairment loss
is t.ansferred front equity to the statement of inconre. Reversa's of irnparrrrieDt losses are reversed
tirroLrgh the statement of income. to tlte extent that the initial impairment loss was transferred from
equity to the stateneni of irlcome. The reversal n]ust be objectjvely slrpported by an increase In the

fair value oi the Instrument after the impairnrent loss was fecognized

ltrpairment of Non-Monetary Assets

l-he carrying values of assels are reviewed for impairnlent when changes in ci[cumstances indlcate

ihe carryrng valLres may not be recoverable. lf any such indication exists and where the carfylng

values exceed the estimated recovefable amount, the assets or cash-generating units are wrltlen

down to their recoverable amount and impairment losses are recognized and charged to current

oPerations

Pavables and Other Pava bles

Irade payallles are liabilities to pay for goods or services lhat have been received or sLtpplied and

have lleerr invoiced or formally agfeed with the sLrpptiers. Trade payables are not interest bearing

and are stated at their noorinal value.

Accruals are |abilities to pay for goods and services that have been received or supplied but have

oot been paid, Invorced or forn'ralty agreed with the supplier, includrng anlounts due to employees
It is necessary to estimate the amount or tinting of accruals, rrowevef the uncertainty i5 generally

much less than lor pfovisions.

Share Capital

Ordinary shares are classi{ied as equity lucrentenlal costs directly att butable to the isstre of llew

shares or oplions are shown tn equity as a deduction from the proceeds, net of tax. The costs of

acquiring coDrpany s own shares are shown as a deduction from equlty altrlbutable to lhB

company s equity holders until the shares are cancelled or reissued. When such shares are

subsequently sold or feissued, any consideration received, net of direclly attrrbutable Inctenrental
transactjon costs and the related income tax effects, is included in equity attributable to the
co,;r-lpary s equriy lrolders.

Retai ed Earninqs

Rciained earnings are acsumulated earnings of lhe curlent and prior years which were not
distribuled to stockholders as cash or stock dividends.

Appropriated Retained Earnangs for expansion project fund in the amount of P7,500,000 00 fo' the
year 2008, additionai P2,500,000.00 for the yeaf 20Og an additional P5Oo,OOO O0 for the ye3r 2010
and P4,303 219 03 fDr the yeaf 2011 .

Revenue

RevenLre is recognized to the exteni that it is probable that the econonric benefits will flow to the

Company and the revenue cao be reliably measured. The following specrfrc recognrtion criteria

flust also be nret before revenue is recognized:

o Revenue is recognized wlren services are rendered and when payments afe received from

customers. Revenue is fecorded when billinqs are sent to the customers.



(, OLher incone is recognized when lhe perfon-nance of mutually agreed tasks has been
perlofn'teo.

.l Interest inconre rs recognized as the interest accrues, taking into accounl the effective yield oll
the assei.

Reven!e is oreasured by reference to the fair value of the consideration received o recelvable by
the Company for services provided, excluding value added tax (VAT) and discounts.

Costs

Costs and expenses are recognized Lrpon utilizatron of the service or at the date they are Incurreo.

Retirelrrent Benefits Cost

The Company l.ras not established a formal retirement benefit plani hence it does not make any
contr ibLrttons to at-ty sLtch plan

The Cornpany also contributes to a retirement benefit plan marntained by the Social Security
Syslern, which is consiclered as a defined contribution plan. The cbntfibutions recogr]ized witll
respect to dehned contribution plans are expensed as they {all due.

Short-term Benefits

The Conrpany recognizes a liability net of anrounts already paid and an expense for services
rendered by enrployees during the accounting period. Short-term benefits given by the Company to

Its employees include compensation, social sec!raty contributions, short-term compensated

absences llo[uses and other non monetary bene{its.

hrcorne Taxes

Current tax assets or liabilities comprise those claims from, or obligations to, fiscal authorities
felating to the curfent or prior reporting period, that are uncollected or r-rnpaid at the balance sheet
daie They are calcLrlated according to the tax rates and 1ax laws applicable to the fiscal periods to
which they relate, based ol] the taxable profit for the year All changes to current tax assets ot
liabilittes are recogr)ized as a col]ponent of tax expense in the income statement

Deferfed Income tax is provided for using the balance sheet liability nrethqd which focuses on the
temporary diife.erlces betweefl the iax base oJ an asset or liabilily and its sarrying anount In the
balance sheet. This is |neasured at the tax rate expecled to apply to the period when the asset is
fealized of the liabilrty is settled, based on tax laws that have been enacted or substantlvely
enacted at the balance sheet date.

Under the balance sheet liability method, with certain exceptions, deferred tax liabilities afe
recognrzed for all taxable temporary differences and deferred tax assets are recognized fol all
deductible lemporary differences and the carry fomard 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 tax
assets can be utilized

The carryrng amount of deferred tax assets is reviewed at each balance sheet date and reduced to
the extent that it is probable ttrat sufficient taxable plofit will be available to allow all or part of tl]e
deFerred tax asset to be utilized.

Detefled lax assets and laabilities are measlrred at the tax rates that are expected to apply to the
perlocl when the asset is realized or the liabilitv i9 seltled, based on tax rate$ and tax laws that have
been enactecl or substantivelv enacted at the balance sheet date.

Deterred tax assets are not fecognized as the balance sheet date, when it is probable that
realizatlon of settlenrent of such deferred tax assets will be remote Unrecoqnized deferfed tax



asseis are re-assessed al each balance sheet date to deternrine whether recognition rs deenred
appropriate.

LCaSeS

Leases in which a signaficant portion of the risk and rewards of ownerslrip are retained by the lessor
afe classified as operatirrg lease. Payments under the operating lease agreenrents are recognlzed
aS expense on a straight-line basis over the term of the leaSe.

P rov is ao ns

Provisrons is recognized only when the following conditiqns are present (a.) the Cornpany has a
present oblrgation (legal constructive) as a result of past event; (b) it is probable that an outflow of
fesoLfces embodying economic benefits will be required to settle the obligation, and (c) a reliable
estinrate can be made on the antoLrnt of the obligations. lf the effect of the t ne value of molley rs

nraterial, provisiorrs are determined by discounting that expected future cash flows at a pre tax rate
that feflects cLrrrent assessment of the time of money and where appropriate, the risks specific to
the liability Whefe discoLrnting is used, the increase in the provisions due to the passage of lime is
reco9nrzeo as tntefest expense.

Relatecl Parties

Padies are consrdered felated rf one party has the ability to conlrol the other pa(y or exercise
significant influer'rce over the other party in nlakang financial ald operating decisions. Individuals,
associates of companies that directly or indirectly control or are controlled by or under conlmon
contfol are consrdered related parties

Transactions between related parties are accounted for at arnr's length prices of on terms sirnilar to
tl.rose offereii to non-related entities ir an economicallv cotrDarable market

Continqencies

Contingeni liabilrties are not recognlzed in the company's financial statements but are disclosed
uDless the possibility of an outflow of sources embodying economic benetit is femote.

Contingent asset is uol recognized in the company's financial statenrenls but disclosed when an
inflow of econoftic benefit is probable.

Earninqs (Loss) Fer Common Share or E {L} PS

Baslc E (L) PS is calcLrlated by diviciing the net inconre or loss for the period attfibLrtable to conlmon
shareholders by the weighted average number of contmon shares outstanding durjng the period,
after giving retroactrve effect to any stock dividend declarations dunng the period, if any.

Subsequer'rt Events

Post year elded events that provide additional information about the conrpany's position at balance
sheet date, rf any, are reflected in the company s financial statements. However, post-yeaf end
events that are not adjusting events are disclosed in the notes to financial statements when
ntaleflal

Dividend Distribution

Dlviclends distributrons to the stockholders are recognized in the linancial statements as a liability in
the per iod in whrclr the dividends are approved by the conrpany's board of directors, if applicable.

Thc conlpany has nqt declared cash or stock dividends as of Decenrber 31, 2011 and 2010.



CompreheDsive lncotre

The conrponerlLs of other comprehensive income include the following (1) Changes in revaluation
surplus (lAS 16 and IAS 38) (2) Actuarial gains and losses on defined plans recoqnized ro

accordance wrlll IAS 19 (3) gains ancl tosses arising from translating the financial statenlents of a
forejgn ope.atron (lAS21) (4) Gains and losses on fe-rneasuring available for sale financial assets
(lAS39) (5) The eftectjve portion of gains and losses on hedging instruments in a cash flow hedge
rIAS 39)

3. Sigaificant Accounting JLrdg$rents and Estimates

I'he preparation of the financial statements in accordance wilh PFRS for SMES requites the
company to dlake estrnrates and assumptions that aFfect the reported amount of assets, liabilities,
income and expenses and disclosure of the cortingent assets and contingent liabilities. Future
everlts may occur whrch will cause the assLlmptjons used in arriving at the estimates to change
The effects of any change in estimates are reflected in the finanoal statements as they beconre
reaSonably determinable

Estinlates ancl jLrdgments 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
circunrstances

A- Judglnents

In the process of applying the company's accorlr]ting policies, managenent has made the following
jLrdgments, apart from those involving estimatior]. whtch have the most signillcant effect on the
anroLrnt recognrzed in the financial statementsl

(a ) Functronal Cufrency
The con'rpany lras deternrined that its fUrctional currency is the Philippine peso which is the
currency of the primary envrlonment in which the contpany operates

(b ) Distinction between Investnrent Ptoperties and Owner-managed Propefties
The conlpany determines whetl]er a pfoperty qualifles as investment property. In makang its
judgment, the company considers whether the property genefated cash flows largely independently
of the other assets held by an enlity or for capital appreciation.

(c.) Operating Lease
The conrpany has enteted into a lease agreement as lessee. Critjcal ludgement was exercise by
the management to drstingrlish lease agreen.reni as either an operaling or financing lease by
lookrng at the transfer or fetention of significant rjsk and rewards of ownership of the properties
covered by the agreeulent.

(d ) Prov,stons a||d ConLngencres
Judgrnent rs exercised by the management to distinguash between provisions and contingencies.
Policies on recognition and clisclosure of provisio| and disclosure of contingencies are discussed in
Note 2

B. Fslimates

l-he estinraLes and assunrptions used in the financial slatements are based upon managentents
evalua|on of tlle relevanl facts and circuntstances of lhe contpany's ftnancial statements. Actual
results coLrld differ from those estimates. The following are lhe relevant estinrates perFormed by the
nranager].rent on its Decernber 3 1, 201'l and 2010 financial statements:

(a ) Allowance for Doubtful Account

Allowance fof doLrbtful accounts is maintained at a level considered adequate to provide for
potentrally uncollectrble receivafiles The level of a awance is based on past collection experience



and other factors that may affect collectlbles. An evaluation of the receivables, designed to identrfy
potential chafges to the allowance, is perfornred on a continuous basis throughout the year. The
arlloLlnt and liming of recorded expenses for any period would therefore differ based on the
estrnrates nlade

(b.) Useful Lrves of Property, Plant and Equipment and Invesiment Property

Tlle conrpar]y estimates the useful lives of property plant and equipment and investment property
based on the period over which the assets are expected to be available for use The estinrated
useful lives of property, plant ancl equipment ancl investn]ent ptoperty ale feviewed periodically ard
afe updated if expectataons differ fiom previous estimates due to wear and tear, technical or
con]nrercral obsolescence and legal or other limits on the use of the assets In addition. estimation
of the useful lives of pfopefty, plant and equiprrent is based on collective assessment of industry
practice, inteflral technical eveluation and experience with sintilar assets lt is possible, however,
that future results of operations could be materially affected by clranges in estinrates brought about
by changes in factors nrentroned above. Tlre an]ounts and timing of recorded expenses for the any
period would be affected by cltanges in these factors and circumstances. A reduction in the
eslinrated useful lives of property, plant and equipnrent and Investment properly would increase
recorded operating expenses and decrease non current assets.

(c ) Assets Retirenrent Obligation

Investment estimated cost oJ disnrartling and restoration of building and leasehold improven'lents
for whlch the conrpany is liable. The estimated cost was initially based on a recent cost to dismantle
facrlitres Thrs was adjusted to consider estimated increnrental annual cost up to the end of the
lease terrll. The estimated dismaniling cost was recorded as cost was incLrtred

(d.) Realizable Amount of Deferred Tax Assets
The conrpar]y reviews its cleferred iax assets at each balance sheet date and reduces the carrying
amoLrnt to the extent that it is no longer probable that sufficient taxable pfofit will be available to
allow all or part of the deferfed tax assets to be utilized

(e ) ll|rpairnrent of Nor']-financial Assets

-fhe company perlorms an rmpairrnent feview when certain impairment indicators are present,
except for rntangible assets with indefinite useiul llves. Though iDaoagement beheves that the
assurnptions used ir) the estitTration of fair values reflected in fanancial statenrents are approprlate
and reasonable, significant changes in these assumptions may mateflally affect the assessmenl of
recoverable values and any resulting impairment loss could have a materlal advefse effect on the
results of operations

{f.) Financral Assets and Liabiliiaes

PFRS requires certain financial assets and liabilities to be carried at farr value, which requires use
of extensive accountrng estimates and judgments. While sigtlificant components of fair value
measurement were determjned using velitable objective evidence (ex. Forergn exchange rates,
interest rates and volatility rates), the amount of changes in fair value would differ if we utilized
different valuahon methodology Any changes in fair value of these financial assets and liabilities
would affect difectly the statement of income and expenses and the statement in the change of
equ,ly.

4. Financial Risk Management

Risk Managentent Oblectives and Polictes

'lhe conrpany's principal financial instruments, other than derivatives, cor'nprise o cash and short-
tefm deposits Tlre nain purpose of these financial instrurnents is to raise fLrnds for the conlpany's
operation. The cornpany l'ras a various other financial assets and liabilities such as trade
fecervables and trade payables which arise directly from its operations
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fhe company s activities expose to a variety of financiat fisk. The nrain risk arising from the
con'rpar'ry s financial instfunrents are market risk, interest risk, liquidity rask and credat risk. Risk
n]anagentent ts carned out by the Chief Finaucial Officer and is coordinated under the direction ot
the company's Board of Directofs. The contpany's overall risk management program seeks to
nlinin]ize poteniial adverse effects on the financiaa perfonrance of the company. The pqlicies fof
nra.ragrng specific risk are summarized below:

Govefnance framewo$

The Company has eslabJlshed a risk managerreol fuJrctjo/t with clear terms of r eference and wiLh fl-re
respor.rsibrlity fof developing policies on ntarket, credit, liquidity and opefational rask. lt also supports
lhe effechve,ntplcmentJtion ot policies.

The policies deiine lhe Conlpany s rdentifrca(ion of risk and its interpretatron, ttmit structure to ensure
tne appropnate quality and diversification of assets to the cofporate goals and Specify reporting
aequir enrents

c--aprELl4e qas! !
lhe Conlpany's rtsk management function has developed and intplentented certain minimum shess
and sce|laro tests for identifying the risks to which (he Company are exposed, quantifying their impact
on the volatlllty of economic capital. The results of these tests, parlicLllariy, the antiqipa(ed impact on
the realistic statement of financial position and revenlre account, are repofied to the company's risk
rranagen.tent function. The risk managenrenl function then considers the aggregate impact of the
overall caprtal requirement revealed by the stress testing to assess how much capttal is needed to
ntligate lhe risk of insolvency to a selected ren]ote level.

Flerurafal$

The Colnparly is also exposecl to financial risk throuqh its financial assets and ftnancial tiabilities.-l'he 
most lnlpoftant components of these hnanciaj rrsh! are credrt rrsk, llqLljditv risk and narl(et nsk

a. Market risk

1 Pf ice risk

The company's exposure to price risk arises tronr the fluctuations in the cost of revenue and
opefatrng expe Ises.

b. lnteresl risk

The compar.ly s exposure to the risk for changes in ntarket rnterest rates retates ptimary to the
conlpany's long tefm obligation. Since for the year the conrpany,s long tefln debt is due on the rext
perrocl and rs less than g0 days. lt is classified as current iiabrlities The other financial instruments
are r.ronrnferest,bea(tng and are therefore l'lot subiect to interest rate risk

c. Liqurclity risk

Tlle company is subiect to liquidity risk The contpany rtself has a possibility to encountef ditficulty in
rlleerlng conrnlrtme ts associated with financial liabilities. Arises because of the possibility which
depends on its subsidiaries, that Basic Environntental Services Technologies, Inc. could be
requrred to pay rts liabiltties earlier than expected or later than the demandable date due.

Basic Environnrental Services Technologies, Inc. lras srgnificant concentrations of liqLlidity risk in its
investrr1ent proDerties

Prudent liquidity fisk nranagenleDl impljes sufficie|t cash. the availabilily of fLrndu]g through an
adequate amoLrnt of committed credit facilities and the ability to close out mafket positions. Due to
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dynamlc nature of the underlying business, tlre company ainrs to maintajn flexibility in fundrng by
keeping comnritted credit lines available.

The company also ensures that there are sufficient, available and approved working capital li|les
that it can clfaw from anylime. lt nraintains an adequate cash and cash equivalents in the event ol
unforeseen lnterruption of its cash collections. The contpany also maintains accounts with several
relationship banks to avoid significant concentratron of cash with one lnstitution.

The table below sunmarizes the maturity profile of the company's financial liabilities at Decenrber
31 , 201 1 with comparalive figures of December 31 , 2010:

qetgld 9

2011 _e!!qrE!u [e3r9

Accounls Paysble P 4,246,368 36 P 74,025 429.55 P

!o- Qctu)!.9

!9!!! -Ield
- P 78.312,197 91

4!.qqsl?L19- ?3qq69,13tJ!.

P 4.?8036836 P 74,0258?955 P 235869.7?345 P 314.101 02136

No oeliUle

!e!94 -ls!e!

- P 1.292,138 05

_4Q 283 9!3_99_ ,. _ 100 283.s-34 gL

0.00p100283.934.06P10r,57692!:11P 1.2921]805 P

l.ss-9 M4!!11'r!t,E-{p-q*r9

4q11.

P I,854,448.03 P

,qgreLr{9

Je_BI!2010 !t!gtr4!rS
Acco(nls Psyable P 1 292 138.05 P

d. Credrt risk

Cash

'l'olal

The company tracles with only recognized. cfeditwo.thy third parties. Customers who wish to trade
on credit tefnts are subject to credrt verafication procedures. In addation, receivallle balances are

monitored on an ongoing basis with the result that the company's exposure to bad debts is uot
significant

Srnce the Corllpany trades only with recognrzed {hird partie , there is no requifenent of collateral.
The table below shows the maximum exposure to credit risk for the components of the year 201 1

and 2010 staten'tent of finar'tcial position activities.

?o-1Q

1,968.560 6S

49.710 787 66 9,623.51E B1

P 57.565,235 60 P 1 r,592,070 4S
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The aging analysis ol furancial assets as of December 31,
receivable as of the period

2011 and 2010 shows no intpairment of

NerLher Pass Due

rror lrrparfe0

7,854,4,18.03

Iq.98-619q ?4-

__,1q942.e49!_

Neithef Pass Oue

nor rfiparreo

1968,560.68

.q.54.3,q9429.

219,004,032 8C

ecgLQce-!!-!-Ial ll.!p4r!99 I otal

2011

Cash

Total

2/.J10

Caslr

Iotal

31 lo 60 Davs

- . , -!1e,!??-11..

54,O4t.844 77

31 lo 60 L-ravs

. ._.-!?1.7qi 16.

62.945,5S8 34

Past Due bul nol lnroar.ed

61.90 Davs

- P 7,854,448.03

.. s,?1!p9!.?7- , -1!'719.'!9169

32.428.709 26 P 57,565.235.69

Total

5.

61'90 Davs

, P t.s6l].560.68

. ..1,:' 5!q?? ?-6.. . _ - e_r6_23i-1.!:8! .

f,?./b/ 359 01 P 11.502.070 49

20'1 1 2010

Cash

C ash

6. Trade and other receivables

Inprit tax
Prepaid expenses
Total

7.854.448.03 P 1,968,560.68

2011 2010
Tr ade and other recervables

Receivabie trade was ntade in ihe ordinary cDurSe of business operations while receivable others
are to thrrd parties who are not in the ordina[y course of business.

No pr ovisron fof doubtful accour'rls was made on the recejvable as they were all within the current
pe.iod and nranagement believes that all the accounts can be collected within a reasonable trme.

7. Other Current Assets

This accol.rIt consis'ts ol the followino:

2011 2010
419,542. B0

.19 710,787 66 P 9.623,51B.Bl

P 355,761.88 P

- .1138_\,?1't,!5
P _ ___1tJ!9!21.qL P

2.823.809.64
3.243.352 44

These a.e recorded at historical costs Input taxes afe prepayments made to the Bureau of lnternal
Revenue whrch can be clainred in the next accounting period. InPut tax can be used to offset
against the outpul lax in the next dccountirg period. Prepaid expenses are advarce payments for
fLrture expenses which can be claimed as taxable deductions in the next accounttng perlod.
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L Property ard Equiprnent-net

I he n]ovenrent ol pr operty and equipnrent are as follows:

Leaseilold TiansDodalion Otlice Oevelopmenl Laod/Oev

,.-. - 1llPl!19M']ll -.- -Eg!tP!re,1 .- 

- 
JSl!rullc!r!-- cosr Pav3r4- 

--!9:!:!40lg]L.-----l--o]el 
-

An.l Ncw AcqusrtDI

Net Eook Vrlo. 2011

P 10f?52273 P 11,874,315.77 P

30.700.000 00

72127 27 P

4ri507 r1

P 63.013.650.00 P 16 A3X,21s 17

86.350,85! t0 83,603,?33 25 !00,700 d99.36

P 1O1252273 P 4?,574,31577 P 119,334.68 P S6,150,858 70 P 1'1741688325 P 277533t1513

-- l.ot3j3! 13 -- l!.i3!!60.r, -!6.111-;L-- tt,27o,17171 181?05?566 4e345qsl 5s

P P ?9 037.955 55 P 2i1 023 "M1 69.080.606 e,5 P -:

I e.rehold lraosporlatDn Otlrcs DeveloPmenl Land/Oev

-__.lutu !y9Llt9ttl,... .- , - Egllslletrr _-,,94!p!teul_=_c!i!!el+(31--_-,--gEt:l'jgl9l9----_---!q9l -
F 1A12.52273 P r0,t70,0268€ P 12.721 26 P P p 1r.323:76 88

.--- ?,ss8.31331 21.58394 
-,,!llgtll-L-.- 

1817052566 ld0?-)l;l4tj/

p 1ar252273 P 12,736.360 22 P 96,31120 P 17,2

Wrth Comparatrve FigLrres for the year 2010

Schedule o' Propeny ard

Leasehol.i Transpo.lalion Olhce

- 
hrprovemenls Elrulpnrenl 

- 

equipnrerl Lsnd lotal 

-
Add New A.q!isi(on

Less Acc!.lulaled OeplecrarrDn

Ner Book Val!e 2010

Sclred!le oIAcc!rnirlaled

Add Oep,ecrarEn Expense
Accu'n!laled Oeprcc'alron

P 1,O12522.73 P 1\,A74,31577 P 12,721 27- P 63 813.650.00 P 76.A33.215 71_

F 1072,52273 P 11,674,315.77 P 72]27 27 P 63.813.650 00 p 76 833.215 77

.- 1.qZ?.!??.?3-_ _.- 1q!!!46i9 _ _!314,?! - 11,3?3.270 88

P - P r.696.28888 P - q 63813.6s000 P 651109318:!9,

Leaselrold Transponalion Office

!uFr9!9,r9!1!-.- .Eq!!Frrs!,r. ..- gqllPMglr-
058.018 19 P 2,344 9?7.63 P 58, tB1 A1 P 3,261,127.C3

214,504 54 7,833.099 26 14.545 46 

---:8,!9?]l! 

15-
1.072.522 73 P 10.178.026.89 P 1].727 27 P 1!e4]f9:]!!-

Land rs not subject to deprecration since it is not a depreciable asset.

lhese are pfopettjes of the conrpany without restrictions and without pledge as security for its
liabilities.
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The inveslment in stocks is the investment of the company with l'Ietlo Clark Waste Management

corporation. The investment In stocl(s consists of 319,999 common stocks witb par value of 
-P100

per share. This investment represents 15 g9o/o on the total paid up capital of Metro Clark W.aste

Management corporation. Investment in long terrn deposits are long term bonds acquired from

C]SIS

10. Trade and Other Payables

2011 2010
o -- - - 1i- {crq q,E, P -_-io3l Pg l 3 |r __t:::::!:':!:

9. lnvestments

Investnrent in stocks

lnveslment in Long term tlme deposit

Total

Trade and other Payables

lncome tax payable
Accrued expenses
Outp0t VAT
Accounts payable-ESl

SSS contfibLrtions payable

Pag ibrg payable
PHlc payable
SSS loans payable

Wjtbholdrng tax-at soLrrce

Withholding tax-wages
Pag'ibig loan payable

Total

?01 1 2010

31,999,900.00 P 31,999,900.00

1.73A 422.56 1.738,822 56

P 33,738,722.56 P 33.738.722.56

2011 ?Q10

Trade and others payables are actually compose of cash deposits or advances made by the

aontfacting parlres, payatrle ,o 
"G["rJ 

acquired materials oI the company T!*:-:"ltt:l::
pariu" 

"tJ 
cLrstomers ;f BESTI to whom BESTI is commrtted to render its seryices and to wnom

they are comnritted to pay BESTI upon completion of the Project lt is also compose of payable

oth;fs such as employees' benefits remittances' accruals of expenses and tax remittance to lhe

Bureau of lnternal Revenue.

11. Other current Liabilities

1,939,114.41 P
1 ,418,658.64

853,828.50
37,665 07

16,153 20

3,900.00
3,637.50
2,750.O2
2,357.16
1,424.62

700.00

248,634.95
6,624.00

1 ,933. ?;
500.00
712 50
892.70
s89.29
269.87
890.23

4,280,189. ',l2 P 261 ,046 7 4

These payables were Llsed as worl(lng fund in the operation oJ the buslness These are non-interest

oearing, no collatefal and tra" no iii Grm of repayment Payable comptises of payable. in the

ordinaiy course of business opef;tion. They are f oi a period of one yeal Accounts- P;1:oli,,1f
frorr suppliers and stated at their invoice value Othef payables are accruals payable (o bb)' rnlu'
l-lDN4F a;d BlR. The managemenl considers the carrying amounts of trade and other payables

recognized in the statemeni of firiancial position to be a reasonable approximation of their fair

values due to therr short telm dulation. Ttade and other payables are non-interest bearing and are

setlled withrn a short period of time.



12. Long-termLiabilities

Long Tern] Liabilrties

2010

P 100.283,934 06

2010

2011

Tlrese long tern] liabllrtres are non-interest bearing' no collateral and no fix tefm of repayment'

fhese were advances {ronl stockhoLders used in the business operatior'ls

13. Equity

a. Share CaPltal

The ofiginal aLrthorizecl caprtal stock of Basic Envifonnlental Systems & Technologles lnc is

P20,000,000.00 divided into ro,ooo,ooo snares of stock with a par. value of P1 25 per shate' The

subscribed capital stock is P5,000,000 00 and the paid trp capital is P1'250'000 00

The primary objective of the colnpany's capital management is to.ensure that it maintalns a strong

cfedit rating and healtny capnat ratios in order to support its business and maxinrize shareholder

value

The corlpany manages lts capllal structLrre arld nlakes adjustmenls lo rt rn llght of changes in

econorric condltions To marntain or adjust the capital structure' the conlpany maY adfs! ll]:
dtviciend payment to srlareholoers, return capilal to shareholders o-r issLle new share No changes

we(e n\ade in the oblecttves, porLcies' and process during the years ended December 31' 201 1 and

20'10

b Retatned Earnings

Appropriated Retaified Earnings {or expansion project fund, in- the-amount of P7 500 ooo 00 for the

year 2008, aclditional P2,500,000.0o f;; the year 2009, additional P500'000 00 for the year 2010

and P4,303,2'l 9 03 for the yea( 2o11

14. Revenue

TherevenuesareatnetofdiscouDtandoutputtaXintheregu|arope|atingcyc|e'

P 235.869.723 45

2011

58.436,041 05 P 23,021.7s4 ]1Revenue

15. Cost of Revenue

Cost ol Revenue

2011 2010

37,67 8,317.43 P

This rs conlposed oJ cost of labor, materials, utilities eq[ipment rentals'

other expenses incurred in the completion of the projects

16. Operating expenses

201 1

Operating Expenses ___1j?!4,q!q! 1 P

licenses and Permits and

2010

2.035,672.91

20,157,298.25

This is conslsts o{ adminlstrative expenses incurred in its operatiotl
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17. lncorre Tax Expense

CLtfrent tax assets or liabilities corllprise those claims from, or oblrgations to. ftscal authorlties
relating to the current or prior feporting period, that are qncollected or unpaid at the balan€e sheet
date They are calculated according to the tax fates and tax laws applicable to the fiscal periods to
wlrich they relate, based on tlre taxable pfofit for the year. All cllanges to cu(rent tax assets or
ljabiliires are recognized as a component of tax expeDse in the ilcorne statement

Deferred tax is provided, using the balance sheet liability method on tempqr3ly differences at the
balance sheel date between tbe lax base of assets and liabilities and their cafrying amounts for
flnancial reportrng purposes.

Under the balance sheet liability nteihod, with ceftain exceptrons, deferred tax liabilities are
recognlzed for all taxable temporary differences and deferred tax assets are recognized for all
deductible tenrporary diffefences and the carry-forward of unused tax losses and unused tax credlts
to the extent tl.rat it is probable that taxable profit will be avarlable agairst which the deferfed
i|lcorne tax asset can be utilized.

The carrying amoLlnt of ciefeffed tax assets is reviewed at each balance sheet date and reduced to
the extent that it is probable that sufficient taxable profit will be avarlable to allow all or part of the
deferred tax asset to be utilized

Deferfed tax assets and liabilrties are measured at the tax rates that are expected to aPply lo the
peftod when the asset is realized or tlte liability is settled, based or'r tax rdtes and tax laws that have
been enacted or substantively enacted at the balance sheet date.

Most changes in deferred tax assets or liabilities are recognized as a comporrent of tax expense in

lhe it.lconte statefleIt. Only changes in deferred tax assets or liabilrties that relate to a change in

va[re of assets or liabilities that is charged di.ectly to equity ale charqed or credited directly to
eauitv

Chanoe in Applicable Rate

On May 24, 2005, Republic Act (RA) No. 9337 was enacted into law amending the cenarn
provisions of the National lnternal Revenue Code, and became etfective on November 1' 2005
Among the charlges provided tor are as follows.
.) Increase in corporate income tax rate fronr 32'/o lo 35"/o until Jatluary 1, 2009, and 30%

therealter
,:, Grant of authority to the President of the Philippines to increase the value-added tax (VAT) rate

fronr '1oyo to 12V. sublect to compliance wrth certain economic conditions IThe VAT rate was
increased to '12% effective February 1 , 2006 l

o Expanded scope of transactions sublect to VAT.

Optional Standard Deducf ion

Effective July 2008, Republic Act 9504 was approved givlng cofporate taxpayers an option to clainr

itenlized deduction or optional standard deduction (OSD) equivalent to 4Oo/o of gross income. Once
the option to use OSD is ntade, it shall be irrevocable for the taxable year for which the optroll was
nt ade.

ln 20 l1 and 2010, the Company opted to cont,nue claiDring itemized deductiotl.

The company is subJect to tl.re comparison of the minimum corporate income tax (MCIT) whjch is
2fo of lhe gross profit.

The conrpany is subject to the comparison of the minimum corporate income tax (MCIT) which is
2oi of the gross profit and cornpared with the regular tax rate of 30% fof the year 2011 and 2010
As per Bureau of Intenral Revenue, the higher value between the two shall b6r the tax due Since
the schedule of cornparative figures of MCIT and regulaf tax rate below shows that the regular tax



Financial income

Lessr lnterest lncome

Taxable lncome

l-ax Rate

Tax Due- Normal lncome Tax

Gross Income

Tax Rate

Tax Due- MCIT

is higher than the MCIT. The jncometaxdue isP1,S39,114.41 and P248,634.95 for the years 2011
and 2010 respeciively

2011 2010

P 6,484,31?.17 P 828,783.15

20.597.46

6,463,714.71 828,783.15_

30%

P __ lp39,llll! P __248€!495

P 20,757,723.62 P 2,864,456.06

ZYo 2%

P A1q 1\! A'l p 17 )Aq 1)

2011
P 4,545,197 76 P

4.55 P 0.58

30%

18. Related Parly Transaction

Ihe company 
's 

wholly o\,vned biy the stockholders which exercises significanl influence ln the
business operalions of the compar,r.

ln the ordrnary coufse of business, the company has transactions with its stoclfiolders. These
unsecufed loans were used by the company for operation activities These loans are non-lnterest
and have no fix term of reoavmenl. These include advances from stockholders as follows:

2011 2010
Advances frorrr Stockholders P 235,869,723.45 P -___1qq?99$46

19. Earnirrgs per Share

The company lssues onjy one class ot stock, common stock; therefore there are no items that will
dilute the earnings per share of the company:

Pfofit for the yeaf
Drvided by average number of
capital stocl( issued during the pefiod
Earnings Pef Share

2010
580,148.20

1.000.000 1.000.000

20. The carfying value and estimated fair value of the Company's financial assets and liabilities as
of the year ended December 31, ?011 and 2010 are presented below:

2011 20'to

Carrying value Fair Value Carrying value Fair Value
Financial
Assets:
Cash P 7,854,448.A3 P 7,854,448.03 P 1,968,560.68 P 1,968,56068

Recervables 49,710,787.66 49,710,787.66 _ 9,623,518.81 9,623,518.81

rotar P _ j1!9%9!ie" P_!2,59"1?35!q P__11,59?,0zg1t P _l_1!9:.9]94s

Financial
LiatJilities:

PayatrteP78,306,018.67P78,306,018.67P1,292,138.05P1,292,138.05
Long terrn
Liabilrties ?€,9qq1?!l!_ 235,gQ9J?Q.45_ 100,283,934.06 100,283,934.06

Toral P 314,175,142.1? p 314,175,74712 P 101,576.07?.11 P 101,576,072.11
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of December 31, 2011 utlder the tax laws of the

21- Uncertain Tax Position

The company has no uncedain tax posrtion as
Philrpp ine s

22. Contingenc ies and Commitments

'fhe conrpany has lease agreemetrts with its lessor and is renewable upon mutual agreement of

both partres

The Future mrnirrun] income for the operating lease will be as follows:

2011
Present Value of
Future Pa

No later than I year
P 780,000 00 P 742'856 40Total

23. Supplementary Tax lnformation under BIR- RR 15-2010 and RR 19-2011

The BIR Ruling Rll 15-2010 ancl RR 19-2011 fequire that in addition to the disclosules mandated

by the Philipprite Financial Repofiing Standalds, specific tnfornlation regardrng various taxes are

rncluded in this notes to 6nancial staGntenls that will accompany the income tax returns that wall be

sLrbmttted to the Bureau of Iniental Revenue. Ple3se fefer below for the supplen,entary schedule ot

taxes.

The schedule of sales, costs and operating experrses are disclosed in Notes 14'15.16 and 17

Tl.re con'rpany is a VAT registered company with VAT output tax declaratiolr as follows:

1) Value-Addeci I ax (VAT)

a) oUTPUT IAX
12% vA lable Sales

Governnrent Sales

Zero Rated Sales

VA I Exenrpl Sales

I olal Sales

_-___201-1-
Arrnual OLrlPUt

2010
Nel Sales Anllual UulPLll

Nel sales Anoilnl Ta)(

56,000.00

58,380,041.05

6,720.00

7,005,604.93 23,021,754.31 2.162.610 52

58.436.041 05 7,012,324.93 ---?.1q4-Z$ 11- iJ,qe6lo -L-

The details of input taxes are as follows:

BJ INPU-T TAXES

Begrnnng of the year (Excess fro Last Year)
Add Current yeals Dorneslic

1,820.439 40

Goods O|ner'Ihan lbr

PLrrchase ot Ser!rces
lnpLit tax orr sale lo

Lessr Cldirns agarnst oulpLrllax

lJal3 ce at the e ld ol the Year

0.901,s37 95

5934358 633

0.493.310.00

419,542 80

1,068,184.55

112,r23 D4

1.139,107 20

(2.983,285.71)

938,284.00

ri20.000 00

9,789,332.00

112,594 08

74,400.00

1.174,719.E4

{2,7C2.610.52)

355 761.88

The company has no nnportation transactions during the year.

4 r9,542 80
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Delarls of ta^e5 patd are as tollows

Mayor's Permit (Total for the year)
Annual 8lR Registratron
Real Pfoperty Taxes on Land
Qedula
LLOA Oischarge permit
Total

Total withhalding taxes during the year as follows:

-far 
Dn Co$pensation & Bejrefjls

ExpaDded,i Cred jtable Withholrljng Taxes
Final Wrthholding Taxes
Total

Basic

P 1 14,691.36 P
500.00

293,270.40
10,500.00

_____14i!Q*q0

20'11 2010
50,442.96

500.00
496,794.54

10.500.00

433.561.76 P s58.237 .50

Tlre Company has no final assessmenl notices and or letter of demand from the Bureau of
tnternal Revenue of any alleged tax deficiencies, VAT and laxes.

2011 - _?,010
3,049.95

1 5,5 44.1 3
12,600 18
1 1,785.80

24.385.98 P 18.594.08

, or lawsuit of any kind outside the

year 2010:

Comp[omise Total

The Cornpany has no pendjng tax case or any
adDrristrat,on of the BtR as of Decentber 3i, 201 j

The contpany settled the Followrng LOA pertaining to

lncome tax
vat

Withjrold'og -Expanded
Miscellaneous taxes
Total

6.187.50 P
205.203 18
25,340.45

1, 2.69 P 1,500.00 P
16,000 00

3,000.00
54,7

6.7
.25
.90

9,030.19
215,992.43

35,1 06.35
30.000. 30.000.00
50.500 00 P 350.128.97236.731 13 P 7.84 P



BASIC ENVIRONMENTAL SYSTEMS & TECHNOLOGIES, INC.
105 G/F Parc Royale conclominium, Dona Julia Vargas St., San Antonio, Pasig City
Tlf'i: 222-200-304-000

Staternent of Retained Earnings Available for Dividend Distributjon

Unappropriated Relained Earnings, beginning

Add: Nel lDcome actully earned/realized during the period

Net rocorre during lhe perrod closed to Retained earntngs

Less. Noil-actual/unrealize.i iDconle net of lax
F,quity in net inconre of assocrate/joint venture

Unrealized loreign exchange gain

Faif value adjustnent
Adjustment due to deviation from PFRS

Subtotal

Addr Nor'r-actual losses

Realized incorne categorized as unrealized in previous year

Deprecialion on revalution increment (after tax)

Gain on fevaluation of investn]ent property (atter tax)

Subtotal

flqt income actually eari'red during tbe period

Less: Appropriations during tl\e period

Retained earnings avarlable for dividend declaration

Addr Reve|1ions ol appropriations

TOTAL RETAINED EARNINGS, END AVAILABLE FOR DIVIDEND DISTRIBUTION

P

4,545,197 76

4,545,197 76

758,021.26

4,545,197.76

4,303,21S 02

1 ,000,000 00

1,000,000.00



Basic Environnental Systems & Technologies, lnc.
105 G/F Parc Royale Condominium, Dona Julia Vargas St., San Arrtonio, Pasig City

SumInary ol Philippine Financial Reporting Standards (PFRS)

For tl]e year ended December 31 , ?011

PFRS No. Status
PFRS I adopted First-time AdoptloD of PhiJippine F'lu',.191 n$o.ti',E JjlIgSI$
P{:RS 2 not applrcable Share-based PaymeDt

PTRS 3 not applicable Business Combinations
PIRS 4 adopted lnsurance Coniracts

PF R5 5 not applicable Non-current Assets Held for Sale alld Discontinued Operations

PFRs 6 not appljcabJe ExJlloration for and Evaluatlon of Mineral Assets

PFR5,/ adopted Firrancial lnstrunrents: Disclosures

PF RS 8 not applrcable Ope ratrng Segrnents

PFRs 9 adopted Financial lnstruments

PFRS 10 January 1, 2013 adoption Consolidated Financial Statemenls

PFRS 11. Januafy 1, 2013 adoption loint Arra ngements

PFRS 12 January 1, 2013 adoption Disclosure of lnterest in Other Enttttes

PFRS 13 January 1, 2013 adoption Fair Value Measu rentent

PAS No. Status Description

PAS 1 adopted PresentatioD of Financial Statements

PAS 2 adopted Inventoraes

PAS 7 aoopteo Statement of Cash Flows

PAS B aclopted Accounting Policies, Changes in AccoontinB Estimates and Errors

PAS IO adopted Events after the Repofting Period

PA5 16 adopted Property, Plant and Equipment

PAS 17 adopted Lea5es

PAS 19 not adopted Em plovee Benefits
PAS 20 not applicable GoverDmeDt Grants and DiScllf,5ure of Governrnent Assistance

PAs 21 not applrcable -Ihe Effects of Charlges in ForeiBn Exchange Rates

PAS 23 adopted Bor f owing CosI

PAs 24 adopled Related Party Disclosures

PAS2} not applicable Consolidated and Separate Financaal Statements

PAS 28 nol applrcable lnvestnrents in Associdtes

PAS 29 not applrcable Financial Reporting ln Hyperinflationary Economies

PAS 31 not applrcable lnterest in loint Ventu res

PAS 3? adopted Finaricial lnstrumertts: Presentation

PAS 33 adopted Earnings Per Share

PAs 34 not applicable Interim Financial Repof ting

PAS 36 adopted lmpairment of Assets

PAS 38 not applicable Intangible Assets

PAS 39 adopted Firrancial lnstruments: Recognition and Measurement

PAS 40 adopted Investnrents P roperty
PAS 41 nol applicable Agricu ltu re
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BASIC EI\TyIRONMENTAL SYSTEMS & TBCHNOLOGIES. rNC.
UNAUDITED STATEMENT OF FINANCTAL POSITTON
As of Scpt€mb€r 30, 2012
(With comparative figures of Decrrnber 3l, 201 I )

2012 2011
ASSETS
CURRENT ASSETS

Cash

Trade and olher receivables

2-7

3,730,184.45 P

175,49't,r75.20

?,854,,'148.03

49,7r0,7\',t.6

Other Curent t'?.468.'t86.0l

LIADILITIES AND EQUITY
CURRENT LIABILITIES

Trade and olh€r Davabl€s

Investments 33,744,39t.11 P 33,'138,'122.56

1 P 261.C26.746.13

2,10 P 10,283,306.20 p 74,025,829.55

Other Cur€nt Liabilities Z,tl 134,31t,366.99 4,2$O,t8g.l2

Total Cunart Liabifities p 144,594,673.19 p 78,3O6,Otg.67
NONCURRENT LIABTLITIES

Term Liabilities 10.27 '123.45

T 10.27 723.45
EQUTTY

Share Capital

Retained Eamings-Appropdat€d

2,13a,

2,13b

20,000,000.00 P

14,803,219.03

| ,250,000. 00

14,803,2t9.O3

TOTAL ASSETS p 691}EO1,71&S7 p 33rJ2Sp61.rs

See acconpanying nota turta4nciel Etoferrattts



BASIC EI{VIRONMENTAL SYSTEMS & TDCHNOLOGTES, INC.
UNAUDITED STATDMENT OF COMPREHENSIVE INCOMf,
For tbe period End€d S€ptenb€r 3(l, ml2
(With comparative figures of December 3t, 201l)

Not€s

142,233,'179.41 P 58336,M1.05

lqostofRev€nue Z,l5 89,205,160.?E 3,t,67E,:11..43

Gross Profit

Olher lncome

P 53,028,618.69 P 20,7 57,723.62

20,597.46

Operating lncome before tax 38,963,316.38 P 6,444312.17

Ner lncome after Tax p 38,963,316.39 p 4,545,19j.76

Add: Other CompreJrensive lncome,
net of tax

Profit forthcycrr 2 p 38863.316.38 p 4545,19?,?6

See
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BASIC ENVIROIIMENTAL SYSTEMS & TECHNOLOGIES, INC.
UNAUDTTED STATEMENT OF CASII FII)WS
For the pcriod end€d Scptemb€r 30,2012
(With compaative figures of December 3 I , 20 I l )

Notes 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Profit for the year ?,0 p 38,96j,316.38,/p 4,545,7g.t.76
Adjustrnent for:

Dgpreciation Expense 2,8 20,937,395.80 38,022,614.67

__!qlgl!1ting incrt"e befo.e vot{""g taDitrl
(Increase) Decrease in Curent Assets

Trade and other r€ceiyables 2,6 (125,756,39't.54) (40,08?,268,S5)

Other Curent Assets 2,7 (5,731,806.63) (8,493,626S9)
Increase (Deqease) in Curent Liabilities

Trade and other payables 2,10,11 66,288,654.53 77.013,880.63

N€t Cash Drovided by operating lctivitle P (\3288275r\ 1P 7r.0o0,7!t7,32 /

CASH FLOWS FROM INVESTING ACTIVITIES

Ac4uisition of lnvestments 2,9

Acquisition ofProperty and Equipment 2,8 (254,1 10,554.32) (200,?00,599,j6)
Net cash usfd in invdtinq ectivities p (A+l,f 10,554.32) p (200,?00,699.36)

CASH FLOWS FROM FTNANCING ACTIVTTIES

Increase in capital 18-750-000.00

Long term liabilities 2,12 236,564,785 38 135,585,289.39
Net crsh pmvid€d by financbs activitics p 255J1478S.38 p 13SS85J89.39

NET TNCREASE (DECREASE) tN CASH (4,124,263.58) s,885,887.34

Cash begrnning 2,5 7,854,448 03 1.96E,560 68

CASH,E D 25 P 3,73O,t84.45 P 7rS5i4r44&03

See Mo p','ing ndas tolnaicid gdatE ts



NOTES TO FINANCIAL STATEMENTS
Basic Environmental Systems & Technologies, Inc.

September 30, 2012 and December 31' 20I I

1. Corporatelnformation

Basic Environmental Systems & Technologies, Inc. (BESTI or the company) is incorporared in the

Philippines on the 156 day of september 1999. The company's registered office address is 105 G/I PaIc

Roy.all Condominiunl Dona Julia Vargas Stree! San Antonio, Pasig City. It is register€d with the Securities

and Exchange Cornrnjssion under SEC No. A199913003.

The primar) purpose of the company is to engage in the contracting and Gonsulting business for waste

-*ag"."nt, public cleansing and general hyglene to provide comprehensive waste disposal services,

inclutl-ing but not limited to providing technoiogy and operalion of transfer stalions, lsnd fills and olher

facilities, clearLing conservancy and d;alting services, and to collecl, remoYe, uansporl' store, and dispose

dispense of any scrap, refi.ue, waste or sewage, whelher induslrial or domestig including chemical residues,

organic or inoryanic, to*i" o, non-to"ia md to recover, remanufactwe, and mafket or tum to account sell deal

in/-or otherwise dispose of chemical and other substances that may be dealt in connection with the business of
rvaste disposal services.

The principal officers of ahe company are Ms. Isabelia P. Melcado, Chaiman of the Board / President; and

Mr. Francis Neil Mercado, Treasurer.

2. Summary of Signilicant Accounting Policies

The following summary explains the signific{lrt accounting policies which have been adopted in the

preparalion of the fi nancial stalements:

Basis of PreDaration

The accompanying separate financial statements of the Basic Environmenlal Sysrems & Technologies, lnc

have been irepared on a historical cost basis. They axe pres.nted in Philippine Peso, t6e functional currency

of the compar-Y

Basis of Compliance

The accompanying separatc financial statEments of the Basic Environmental Systems & Technologies' Inc'

are presented in 
"-onfo.-itv 

with financial reporting framervork in the Philippines as sel forth in Philippine

Financial Reponing Standards (PFRS), on hisiorical mst and fair value bases. PFRS includes all applicable
pFRS, philiipine lccouoting Standards (PAS), and inlerpretations issued by th€ lntemational. Financial

Reporting Interpretations committee (IFRIC) as approved by the Financial Reporting standalds coutlcrl

(FRSC) and adopted by Securities and Exchange Commission (SEC)

The accounting policies have been consistQntly applied to all the periods presented'

Accounfing assumptions and estimates ate used in preparing the'financial statements Although these

estimates are based on rnanagement's best kno$'ledge of curent eve s and sctions, actual results may

ultimately differ from those estimates.

The linancial slatements are presented in Philippine pesos, the Company's firnclional currency, and all values

represent absolute arnounts, except when other$'ise modified

Chanees and Imrrovements in Accountinq Policies and PFRS for the vear 2011 aoolied bv the

!9!!p4r}

The accounting policies adopted are consistent with those of the plevious financial years, Bxc€pt fol the

policies and ilprovements related to the following new and amended Philippine Financiat ,Reporting
btanaaras lnfnS'1, Philippine Inte*retadons of International Financial Reponing Int.rpretations Com'ruttee

oFzuC) ar; Philippine AccountingStandard (PAS) \atdch became effective on 20ll Adoption of these new

and amended standards did nol have any significant effQct on the company's financial st4tements
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The omnibus improvements to PFRss were issued primaril.y 'rvith a view in removing inconsistencies and
clari$ing wordings. The improvements ro PFRS consi$ of those that involve accounting changes for
presentation, recognition or measurement purposes and lhose involving te.minology or editoriai changis r.ith
minifilal effecl on accounling.

'rhe a.loprion of the nete omeruretl standards aM improvewents of amew)ed. sratd.,rds did tu)r hqve an)
impact or effect in the financial statements ofthe company specificaily the starement of financia.l position ani
slatemeflt of comprehensive income. These, howwer, required additional disclosures on the financiar
statements

PFRS r' (May 20lo)'First Time adoption ofPFRS.'which became effective for armual periods beginrring
on or after January l, 201I. These are amendments resulting flom May 2010 lrmual improvemlts t6
PFRss lt apPlies to accounting policy changes in the year of adoption, reva.luation basis as deemed cost and
the use of deemed cost for operations subject to rate regulaton.

(December 2010) which becarne effective on annual periods beginniog on or after Jufy l,20ll that
replacem€nt of "tixed dales" for ceriain exceptions with th€ dale oi transition to pFRSs' The anendment
repfaces references toafixed dateof'l January 2004' with'the dare oftrarsition to IFRSs', thus eliminating
the- need for companies adopting IFRSS for the lirst time to restate derecognition transactions that occurred
before the date oftransilion to IFRSS

(December 2010) which became effective on annual periods beginning on or a.fl.er Juty f, Z0ll fiar
additional exemption for entities ceasing to suffer from severe hyperir lation. The arnendmen( provides
guldance on how an enlity should resume presenting financial statements in accordance with IFRS5 after a
penod whcn the entity was unable to comply with IFRSs because its functional cunency was subject to severe
hyperinfluion.

The Company does not have any significant impact upon adoption ofthis revised standard.

PFRS 7 (May 20f0) .Financial Instruments: DisclosurEs, which became effective on annual periods
beginning on or after January l,2011. These arc amendments resuldng from May 2010 Annual
Improvernents to PFRSs which is clarifying disclosules.

(Revised october to10), tl becarne effective on July l, 2011. Amendments are enhancing disclosures about
transfer of financial assets It allows users of the financial statements to improve thet mderstanding the
possible eff€cts of any risk that may remain within the entity It also requies add.itional d.isclosweJ if a
disproponionale arnount of rransfer trarsactions are undenaken arowd tb; end of a reporting period. It
involves a comprehensive review of off starement offinancial position activities.

The Company does not have any significant impart upon adoption ofthis revised standard.

PAS r (May 2010) sPr€sentation of Financigl Stetdnents' which becarne effective on arurual periods
beginmng on or after January l, 2011. These are amendments resulting from May 2010 Annua.l
Improvemeds to PFRSS. lt amends the clarification of statement olchanges tn equrry.

The Company does not have ary significant impact upon adoption ofthis revised standa,rd..

PAs 24 (November 2009) "R€lated Party Disclosurcs' which became effective on annual periods
beginning on or after Januaty l, 2011. These arc revised definition of related Darti€s. Ir simDlifies the
requirements for govemmenl related entities and clarifies the definition of related party. Relared panies are
hvo parties relaled to each odrer if one party controls or sigmficaittly influences lhe other party.

The revised Standa.d simplifies the identification of relationships and to eliminate incoosistencies in its
application. tt introduces a partial eKempdon of disclosure requiremenls for government-related entiries.

The Company does not have any significant impact upon adoplion ofthis rcvised standard.
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PAS 32 (Revised 20{D) *Financial Instruments: Prtsentation-Classilicatior of Rights Issues,' The
arnendment to PAS 32 is effective for annua.l periods beginning on or a.fte. February 1, 2010. lt anended the
definition of a finsnci8.l liability in order to classiry ghts issues such as certain options or warrants as equity
tnstn[nents tn cases where such rights are given pro-mta to all of the existing owners ofthe same class of an
entity's non-derivalive equity instruments, or to acquire a fixed number of the own equity inskuments for a
hxed amount in any currency.

The Company does not have any significant impact upon adoption ofthis rcvised standard.

PAS 34 (lrlay 2010) slnterim Financial Reporting' which became effective on anrual periods beginning
on or after Januar!' 1,2011. These are arnendments rcsulting fiom May 2010 annual improvements to PFRSS.
The amendments are on significant events and transactions.

The Company does not have any significant impact upon adoption ofthis revised standard.

Philippioe InterprEtation IFRIC 13 (Revised May 2010), scustomer Loyalay Programmes.' It became
effective Jaruarl' l,2011 *trich amendments on fair value of awards credits. It clarifies that when the fair
value of arvards is measured based on the value of the awards for which they could be red€€med, the amount
of discounts or incentives otherwise $anted to customers not panicipating in the award credit scheme, is to
be taken into account.

The Company does not have any significant impaEt upon adoption ofthis interprelation.

Philippin€ [nterpretation IFRIC f4, sPrepaymerts of a Minimum Funding Requirement,' which
b€came effective January l, 2011. The amendments apply in limited circumstances when a company is
subject to minimum funding requiremenls and mak€s an early payment of contributions to cover those
requiremenls. It pemits a company to treat the benefit of such early pa)m€n1 as an asset.

The Company does not have any sigruficsnt impact upon adoption ofthis interFetatiorl

Philippine Int€rpretation IFRIC 19, 'Ertinguishing Financial Liabilities with Equity Instruments.'
which became effective July l,2010. The standard st&ted a debtor and creditor might renegotiate the tems of
a fina.ncial liability with the result that th€ debtor eritinguishes the liability fully or partiauy by issuing equity
instnrmenls to creditors. It is referred to as "debt for equity swap6". The equity instuments issued are
measured at their fair value In the case that this cannot be reliably measures, the inssuments are measured aI
the fair value ofthe liability extinguished. Any gain orloss is recognized immediately in profit or loss.

The Company does not have any significant impact upon adoption ofthis interpretalion.

Improvements to PFRS flnd to be applied by th€ comoany in the nert accountins period 2Ol2

The omnibus amendments to issued Slandards have rlot been adopted as they becam€ effective for lhe annual
periods on January l, 2012 or July l, 2012. The company anticipates that these changes will have no malerial
efl'ectrs on the financial stalemenls.

PAS I (June 2O1l), cPr€sentl|tion of Financial Stet€ments.' which will be effective on annual periods

beginning on or afier July 1,2012. These are amendments to revise the way other comprehensive inmme is
presented for users of th€ financial statements to assess the impact of other comprehensive income items on
the overall performance of the company and improve comparability ofPFRS and US GAA?.

PAS 12 (December 20lo)r atncome Tares' which will be effective on a.nnual periods begrming on or
after January l, 2012. These aje limited scope amsrdments on remv€ry of underlying. It requlres an entrty
to measue the defened tax relaling to an asset depBrding otl whether the entity expects to recover lha drough
use or sale. lt can be difficult and subjective to assess whether recovery will be lhrough use or ssle when the
asset is measued using the fair value model in PAS 40 lnvestment Propelty. The amendment provide's a

practica.i solution 10 the problem by introducing a presumption that recovery of the catrying amount will,
normallv throueh sale.



As a result ofthe arnendments sIC 2l Income Ta-res, Recovery of Revalued Non-Depreriable assets would
Tl lllg:lltt! t" rnvesrmenr propertres caried ar fair value. it" 

"*una-"nc "t*;;;;;;;ffi; p;;
r l me remarrung gutdance prevtously contained in SIC 2l rvhich is accordingly withdrawn.

The.company will adopt rhe following sbndards and amendments stal€d below wheo it has become effective
on the yesr stated 

-below. Except as otherwise indicated, the 
"o-p*y Oo"" not expect the adoption ofthenew and amended standards and iderpreratioru to have significani impact on the company'1s financial

statements.

Effective 20 Li

PFRS 7 (December 2011), 6Financiar Instrumetrts: Discrosures.' will be effective on arnuar periods
beginni.ng 9l or after Januar]' r, 2013 and interim periods within those periods. These are ameniments
enhancing disclosures about offseuing of financiat assits and financial liabilities.

PFRS l0 (Original issue May 20lt), cconsotidated Finsncial Statelnents." witl be effeclive on annual
periods beginning on or a.fter Janua.y r, 2013. It is to establish principtes for the presentation and
preparalion ofconsolidated financial stalements &fien the company 

"oot 
ols one o. o,ore other entities.

PFRS ff (Original issue May 20U), *Joint Arrsngemeras.' will be effective on annual periods beginning
on or after January 1, 2013. Il determin es the q,pe of joint utangement in which it is involved Uy as-sessrn!
its rights, obligations ard accounts for those righG and obligationi in accordance with joint operation or joini
Y9nture.

PFRS 12 (Otiginal issue May 2011)' *Dirclosur€ of Interests in Oaher Entities.. will be effective on
annual periods beginning on or a.fter January l, 2013. It requires disclosures to be applied by an sntity that
has an interest in subsidiar,', subsidiarieq joint anangemens, assocutes, and to unconsolidared struitured
entities to lhe enable users to evaluate the narure of, riik associated wit[ its interest in other entities ard the
effects of those interests in its financial statements.

PFRS 13 (original issue May 2011), aFair Value Measurcment.,' will be effective on annual periods
beginning.on or afier January 1, ?013. It defines fair value ald se€ks to irtcreEse consistency and
compa-rabilit" in fair value measuernents and rerated disclosures through a "fair varue hierarchy". The
hieraxchy categories the inputs used in valuation techniques into tlfee 1:l ievels. lt gives the highesi priority
to quoted pnc€s in active markets fot ideotical assets or liabilities and the lowest priority to *oU.'"*oUti
Inputs.

PAs 19 (Ameoded June 20Il), "Employee Benefits.' wifl be effective on annuar periods beginning on or
aRer January l, 2013. These are a-rnetrded standard resulting {iom the post_employmentienefiis and
lernunalion benefits projecls. lt require recognition of changeiin rhe net iefined'benefrt liability (asset)
Incruorng lfirmedrate recognition of defined benefit cost, disaggregatior of defined beneht cost into
components, recognition of remeaswemenb in otier comprelensivJ income, pla.n amendments, cutailments
ard settlemenls; introduce enhanc€d disclosues aboui deffred benefit plans ; modifu accounting for
terminalion benefits, including distinguishing benefits provided in exchange ior sewice and'benefits proiided
tn exchange for the termination of employment and affect the recogmtion and measurement of termination
berefits and clarification of miscellaneous issues, including the cl;ification of employee benefits, curreqt
estrmale's of monality rales, iax and administration costs and risk-sharing and conditional indexation features,

PAS 27 (May 2011)' *Coosolidated anrl Separate Financial Strt€rn€nts," will be effective on annual
penods beginning on or after January 1, 2013. These are reissued as IAS 27 Separate Financial Statements
as. al:nged in 2011. lts objective is to set standards to be applied in accounting for investmenls in
subsidiaries, jointly ventures, and associates when ar entity electi, or is required by local regulalions, to
present separale (non-consolidated) financial statements.

PAS28(Mry2olr)'slnvestmentsirtAssociates.'willbeeffectiveonannualperiodsbeginningonorafter
January 1,2013. These are reissued as IAS 28 Investment in Associates and Joint Ventures as amended in
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20l.l ll prescribes the accounhng for investments in associates and to $et out the requiremenfs for the
applrcation of the equit-v method when accounting for investnents in associates and joint ventures_

Philippine Interprctation IFRrc 20 (october 19, 20lr) *stripping costs in the production phase of a
Surface Mine." will be effective on annua.r periods tegiming bn oi after Januar), l, 2013. It applies to
produdion stripping co6ts incured on or aher the beginni-ng of the earliest period pr"senred. any
"predecessor slripping asset" at the date is requir€d to b" re"tastifi"d * a pan of thi exisring asset to liricir
the stripping a*ivity is rcla&d (to the extent the.re remairu an identifiable component of the or-e body to riricir
it can be associaled), or othern'ise recognized in opening Retained Earnings at the beginning of t-he earliest
penod presented.

Effective 20 14

PAs 32 (December 2011),'Financiar Instruments: pr€senaation,' will be effe€tive on annual periods
begrnning on or afler Januao' 1, 2014. These are amrndmenb to application guidance on the offsetting of
financial assets and ftnancial liabilities. lt establishes the priocipli ior preseriting financia.l instnrmeni as
liabiliries or equity and for offsetting hnancial assets and liabilities by clariSing th€ classificalion of a
financial instrumenr issued by an endty 

"'s 
a liability or as equily' p'es"'ibing the accounting for teasury

shares (an entrty's ov,n repurchased shares) and prescribing strict conditions under which assets and liabilities
may be offset in the statement offinancial oosition.

Effective 2015

PFRS 7 (December 2orl)' "Fioancial Instrumcnts: Disclosures' wilt be effective on a.nnual periods
beginning on or after January l, 2015 or otherwise when pFRS 9 is fint applied. These are amendments
requinng disclosures about the initial applicarion of PFRS 9. Mandatory appiication date effectivc January
2013 was amended on December 2011 to be effective on January l, 2015.

P['RS 9 (Origind issue October 2010), <Finarcial Instruments Accounting for Finarcial Liabilities ard
Derecognition" wrtl be effective annual periods beginning on or after january l, 2015. Mandarory
application date effective lanuary 2013 was amended on December 2011 to be effedive on January l,2oli.
It is incorporating nerY requiremenb on accounting for financial liabiliries and carrying oyer PAS 39 the
requirements for derecogrution offinancial assets and liabilities.

Deferr€d

Philippine Interprctation IFRIC 15, sAgremetrts for the Construction of Real Estate.' which was
deferred and final revenue standard is issued by IASB a,rd an evaluatjon of the requirements of the final
revenue standard agalnst fie practic€s of the Philippine rcd estate indushy is completed. This standard
provides guidance on how lo determine whether an a$eement for the construction of real estate is lithin the
scope of IAS ll (Construction Contracls) or IAS 18 (Revenue) and when revenue ftom construction should
be recognized. The maio e\pected change in practice is a shift for some entities ftom recognising revenue
using the percentag€ of completion method (i e. as construction progresses by reference io thJ sage of
completiori of de! elopmeft) to recognisi[g revenue at a single time (i. e. at completion upon or after delivery)

The Compa.ny will not be aflected by Philippine lnterpretation IFRIC l S since the primary purpose of the
company rs not 1n r€al €st4te

Fioar|cial Instrum€nts

Date of Recognition

The Company recognizes a financial asset or a financial liability in the statement of financial position when
the Company becomes a party to the confactual provisions of the instum€nt. Puchase or sales of finamial
assets that require delivery of assets within the time frame established by regulafion or convention in the
marketplac€ are recognized on the trade date.
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Initial Recognition of ahe Financial Instruments

All financial assets and financial liabilities, including trading and investrnent secu.rities and loans and
receivables, are initially recognized at fair value. Except for financial assets at fair value through profit and
loss (FVPL), the initial measurement of financial assets includes tnnsaction costs. The company classifies its
financial assets in the following categoriesr financial assets at Fw1 hsld-to-maturity (rtivi investments,
avatlable for sale (AFV) financial assets and loans and receivables. The company classifies is financial
liabilities into finaocial liabilities at FVPL and other financial liabilities. The ciassificatioo depends on the
purpose for which the investmerrt were acquired and whether they are quobd in an aciive market-
Management dete.mines the classificalion of its investments at initial recognition and, where allowed and
appropnate, re-evaluates such designation at eyery reponing date.

As of september 30, 2012 and Decemb€r 31, 2011, tle company has financial assets and liabilities in the
form of cash, and receivables, payabl€s alrd non-curr€nt liabilities.

D€termination of Fair Valu€

The fair value for the financial instrunents traded in active markeB at the reporting period is based on the
quoted market price or dealer Fice quolations (bid pric€ for long positions and ask price for short posirions),
*lthout any deducdon fot transaction c.osts. When current bid and asking prices are not availablg the pdca of
the most recent transaction provides evidence of the current fair value as long as there has not been a
significant change in sconomic circumrtances since the time ofthe tansaction.

For all other financial instrurnents not listed in an aative market, the fair value is determined by using
appropnate raluation methodologies. Valuation mefhodologies include net present value techniques,
companson to similar instruments for which market observable prices exist, option pricing models and other
relevent valuation models.

Fair Value Hierarchy

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

Leyel l: quoted (unadjusted) prices in the 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 is observable in the market, either dire€tly or indirectly.
Level 3: techniques which use inputs which have a significant eff€€t on the recorded

fair value that are not based on observable market data

Day I Prcnt

When the transaction price in a non-active na.rket is different from rhe fair value ftom other observaDle
curTenl market transactions in the same instrument or based on a valualion technique whose variables include
only data from observable market, the company recog zes the difference betw€en the transaction pric€ and
fair lalue (a "Day l" profit) in the statement of comprehensive income unless it qualifies for recogmtion as
some other type of asset. In cases where inputs used is made of dala which is rlot obserrable, 'the difference
between the transaction price and model value is only recngnized in the statement of comprehensiye income
when the inpuls become observable or when the instrument is derecognized. For each tsansactioq the
company determines the applopriate method ofrecogruzing the "Day 1" profit amount.

Loans and Receiyables

Loans and receivables are frnancial assets with fixed or determinable payments and fiKed rnarurities ttnt a{e
not quoted in ar active market. They arc not entered into with thc intention of immediate or short-tcrm resale
and are not classified as other financial assets hald for tading, designated as AFS or financial assels
designated at FVPL. This accounting policy relates to lhe current portioD of the $atement of financial
Dosition caDtion "cash".



After initial measurement, the loans and rec€ivables are subsequeftly measured at amortized cost using the
effective interest rate method, less any allorvance for imparrmeni. Amortized cast is calculated by takin{into
account any discount or premium on acquisition and fees that are an integral part ofthe effective i$teresirate.
The anortizarion is included irt the interest income in the statement of financial perfofiBnce. The losses
arising from impajrment of such loals and receivables are recogrized in provision for rlarkel decline in the
slatement of fi nancial performance.

As of september 30, 2012 and December 31, 2ol l, the company has frnancial asset and liabilily in the form
of caslr- receivables and payable.

Avail ab lefo r-Sale Fioancial Assets

Available-for-sale financial assets are those yhic.h are d€signaled as such or do no1 qualiry 10 be classified as
designaled as at FVPL, IITM financial assets. or loans and receivables.

Financis.l sssets may be designated at ioitial recognition ss AFS if they are purchased and held indefinitely,
aod may tle soLd in respoose to tiquidi'ty requirements or changes in market conditioru. AFS financial assets
are included in equity s€curities.

Alier initia.l measuremelt, AFS financial assets are measured at farr va]ue. The unrealized gains and losses
ansing from the fair valuation ofAFS financial assets are excluded from reported eamings and ar€ reported as
"Net unrealized gain (loss) on AFS financia.l assets" in other comprehensive income.

When the security is disposed oq the cumulative gain or loss preyiously recognizel in other comprelensive
rncome is recogmzed in prolrt or loss Where the Company holds more than one investment in the same
security, these are deerned to be disposed of on a fiNt-in first-oui basis. Interest earned on holding A.FS
ftnancial sssets are reported as interest income using the effective interest raJe. Dividend$ eamed on holding
AFS financial assets arc recognized in the stalenent of financial performance when the right of payment has
been eslablished. The losses arising fiom impairment of such iflvestrnents ar€ rccogniz€d in the stalem€rit of
financial performance.

As of September 30, 2012 and. December 31, 201 I, the company has no available for sale financial assets
reported rn its Statement ofFinancial Position.

Other Financial Liabilities

Olher financial liabilities pertains to issue financial instrurnents thal are not classified or designated as a1

FVPL and contains codractual obligalions to deliver cash or another flnancial assets to the holdq or 10 settle
the obligalion other than tle exchange of a fixed amount of cash After initial measurement, other financial
liabilities are subsequently measured at amortized cost using the effe-ctive interest rete metbod. Amortized
cost is calculaled by taking into accormt any discount or premium on the issue and fees that are a.n integral
pan of the effertive interest rate.

This accounting policy appties primarily to the Compa$y's aicr.ued expenses and other payabtes and olher
obligalioos that me€t the above definition (other than liabilities covered by other accounting Standards, such
as Income tax payable).

Derccognition of Financial Assets and Liabilities

Financial Ass€t

A financial asset (or, where appiicable a part of a financial asset or part of a group of financial assets) is
duecognized rhen:

a. lhe right to receive cash flows ftom the asset has expired,
b. the Company retains the righr to receive cash flows fiom the ass€ts, but has assumed as obligation to

pay thom in full wrthout malerial delay to a lhird pady undef a "pass-through" arrangement: or
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c. the Company has trarsfened its rights to receive cash flows from the asset and either (i.) has
transfened substantially all dre risk and rewards of the asseg or (ii.) has neither trsnferred nor
retained the fisk and rewards ofthe asset but has transfened the control of0Ie assea.

Where the Company has transferred its rights to receive cash flows from an asset or has enter€d into a "pass-
though" anangement, and has neither traisfer nor retained subslantially all the risk and rewards of *le asset
nor transferred control of the asset, the asset is recognized to the extent of the company's continuing
involvemetu in the asset. Continuing involvement that takes the form of guarantee over the transferr€d asset
is measured at the lower of original carrying amourt of the ass6t and the maximmr amount of consideration
that the company could be required to repay.

Financial Liebility

A hnancial trabitity is derecognized when the obligation under the liability is discharged or cancelled or
expired. When an exisling financial liability is replaced by snother from tie same lender on substantially
different terrns, o. 0re terrns of an eKisting liabilities are substantially modined, such an exchange or
modification is treated as a derecognition of the origrnal liability and the recognition of e new liability, and

the differenc€ ill lhe respeclive carrying arnounts is recognized in the statement offinancial performancc.

lmDairment of Finrncial Ass€ts

The Company assesses at each financial reporting dare whether there is objective evidence tlut a financial
asset or group of financial assets is impaired. A irnancial 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 evenls thal has

occurred after the initial recognition ofthe asset (an incurred "loss event') and that loss eyents has an impact
on the estimared future cash flows of the financial asset or the goup of financial ass€ts that can be reliably
estimaled.

Evidence of impairment may include iodications that the bonorver or a group of borrowers is elip€nenclng
signilrcant financial difftculty, default or delmqu€ncy in interest or principal payments, the probability thar
they will enrer bankruptcy or other hnancial reorganization and where observable data indicate that there ls

measuable decrease in the estimated firture cash flows, such as changes in arrears or economic conditiofis
that correlate wilh defaults.

Loans and Rec€ivables

For loars and recelrables carried at amortized cost, the foundalion frnt assesses whether objectire evidence

of impairment exists indiyidually for frnancial assets thal are individuatly signrficant, or collectively for
hnancial assets that are not individually signiflcant. Ifthe Company determines that no objectiYe evidence o{
impairmeot exists for individually assessed fi&ncial asset, q,hether significant or not, it includes the asset in a
group of financial assets with similar credit risk characteristics and collectively assesses for irnpairment.
Those charactedstics are relevant ro the estimation of future cash flows for groups of such assets by being
indicalive ofthe debaors' ability to pay all amounts due according to the contactual terms ofthe assets being
evaluated. Assets thar are individually assessed for impairment and for which an impairment loss is, or
continues to be remgnized are not included in a collective assessment for impairment.

If there is objective evidence that an impairment loss has been incurred, the amount ofthe loss is mearured as

the difference betwe€n the ssset's carrying amount and the present value of the estimated future cash flows
(exctuding future credit losses that have not be€n incu[ed). The carrying amount of the ais€t is reduced

through use of an allowance account and the amount of loss is charged againsl the stalement of financial

performance. Interest income is contrnued to be recognized based on the original eff€ctive irt€rest rate of th€

asset. Loans, together with the associated allo$'ance accounts, are writlen-off when there is no realistic

prospect of future recovery and all collateral has been realiz,ed. If, in a subsequent ycar, the atnolml o{ the

estimated impairment loss decrease$ because ofal event occurring after the impairment was recognized,-the

previously reiognized impairment loss is reduced by adjusting the allowance account. If a futwe write-off is

iater recovered, any arnounts forrnerly charged are credit to the current op€rations. The plesent value of the
qstimated future cash flows is discounted aJ the financial asset's original effective interest rate. If aloanhasa
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variable interest rate, the discount rate for measuring any impaiment loss is the current effective interest ratg
adjusted for the original ff€dit risk premium. The calculation ofthe present value ofthe estimated future cash
flows of a collateralized filancial asset reflects the cssh flows thal mav result fiom foreclosure less costs for
obtaining and selling fie collateral- whether or not foreclosure is probable

For the purpose of a collective evaluatiofl of impairment, financial assets are $ouped on the basis of such
credrt risk charmteristics as industry, collaleral q?e, past-due status ard telm.

Future cash flows in a group offinancial assets that are collectively evalualed for imparrment are esdmated oll
the basis of historical loss experience for assets with credii risk char&cteristics similar to those in the
companv Historical loss erperience is ad.iusted on the basis of current observable data to reflect the effects
of current conditio.s rhat did not afiect dre peiod on which the historical loss experience is based and to
remoYe the effec{s of conditions in the historical period thar do not exist curently. Estillnles of changed in
future cash flows reflect, and are directionally consistent witlr the changes in the related obse.vable data ftom
penod to period (such as changes in unemployment rales, propertv prices, cornmodity pdc€s, payment statui,
or other factors that are indicative of incurred losses in the company and their magnitude). The methodology
and Bssunptions us€d for estimating future cash flo*s are reviewed regularly by the company to reduce any
differences ben{een loss estimales and actusl loss exDerienca.

AvailaDlFFor-Sale Finalcial Assets

ln case of equity securilies classified as available-for-sale financial assets, impairmenl would include a
significanlorprolongeddeclineinthefairyalueoftheinvestmentsbelowitscost.'ffhenthereisevidenceof
impafment loss, the cumulalive loss-measured as the differeIlce betlveen the acquisition cost ard lhe current
fair value, less any impairm€nl loss on that financial asset previously recognized in the statement of financial
performance- is removed ftom the statement of change in equtty and recognized in the profit or loss.
lmpairment loss€s on equity securities are not reversed tfuough the statement of imancial performance.
Increases in fair value a,fter impairment are recognized dir€otly in other comprehensiye income.

OITs€ttins Financial Insaruments

Frnancial assets and financial liabilities are offset and the net arnourt reponed in the statement of financial
positron ii and only it there is a cunently enforceable legal right to offset the recognized amounts and there
is the intention to setfle on e net basis, or to realize the asset and seftle the liability simultanmusty.

Cash

Considered as cash are cash on hand, cash in ba.nks, cash irt working firnds and petty cash fund-

Cash Eouivalents

Considered as cash equivalents are shon-term highly liquid investmeots that are readily convertible to known
amounts of cash with original matudties of the€ months or less fiom dates of acquisition and that are subject
to an insignificant risk ofchange in value.

Receivables

Rec€iyables are staled at face value less allowance for uncollectible amounts. if anv.

Bad debts are llritten off dudng the y€ar if any

Allowance for Doubtful Acconnts

The Company provides allowance for doubtfirl accounts d a level consid€red adoquate to provide for
potentially uncollectible receivables. The level of allowance is based on past collection experi€nce and other
factorc tlat may affect collectability
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The allowance is established by charges io support and revenue in the form of provisions for doubttirl
accouns. Accounts are written off againsl the allowance for doubtn itccounts when management believ€s
that the collectability oflbe account is unlikely.

As of tle period, the management believes it can collect its receivable and is able to collect its receivables.

Valus.Add€d Tax

Revenues, experues and assets are recognized net of the amount of value-added rax except where the value-
added tax incurred on a purchase of assets or services is not recoverable ftom the ta{ation authority, in which
case the valuo-added lax is recognized as pa.rt ofthe costs ofacquisilion of the asset or as part oflhe e)$€rnse
item as applicable.

The net anount of v0lueadded tax recoverable from (also tnorn as input t&\), or payable to (also known as
output tax), the taxation authority is included as part of other current assets or payables in the statemert of
financial position.

Creditable Withboldins Ta.x

Credttable withholding taxes are taxes deducted by requted witiftolding agen6 \dho remit Io tho Bweau of
lntemal Revenue and lhese can be claimed by the company against the income tax liability of the company
for the lerable year.

ProDertY and Eouipm€trt

Property and equipm€nt are stated at cost less accumulated deprecialion and any impairme,nt in value. The
rnrlial cost comprises lts purchase price and directly altributable costs of briflgrng the assel to working
condition for its intended use.

Subs€quenl expenditues relating to an item of property and equipment that have aheady be€n recogniz€d are
added to the caffying anount of the asset when it is probable that future economic b€nelils, in excess of the
otiginally assessed standard of performance of the existing asset will flow to the company. AII other
sub,sequent expenditures are recognized as expense in the period in which those incuned.

Major spare pans a]ld stlnd by equipment qualil! as property and equipment when the company expects to
use them for more than one period. Similarly, ifthe spare parls and servicing equipment can be used only in
connection wilh an item of property and equipment, they are accounted for as propeny and equipment.

The carrying value is wriften down immediately to its recoverable amount. The estimated usefid life is
reviewed and adjusted when appropriate.

Depteciation is calculated on a staight-line basis over the estirMted useful lives of the property, plant and
equipmenl as follou,s.

Leasehold lnrprovements
Tratsportatiorl Equipment
Office Equipment
Land lmplovements

Approx 5 yea$
Approx. 5 to l0 

''earsApprox.2to5years
Approx. 5 to 15 years

The useli.rl life of each of the company's item of property and equipment is estimaled based on the period
over which the asset is exFected to be availabLe for use. S\rch estimation is based on s collecti're assessment

of similar businesses, intemal technica.l evaluation and experience with similar assets. The estimaled useful
life of each asset is reviewed periodically and updalsd if exp€ctarions differ from previous estimates due to
physical we3.r and tear, technical or commercial obsoles@nce and legal o. other limits on the use ofthe asset.

It is possible, however, thal fuhue results of operations could be materially aff€cted by changes in the
amounts and timing of recorded expense brought by changes in the factors mentioned above. A reduclion in
&e estimaled useful life of any item of property, plant and equipm€nt wor:ld increase the recorded

deprecralion cxpeoses and decrease the carrying yalue of the property, planl and equipment.



When assets are sold, retired or disposed of, the cost and related accunulaled deprecialion are removed fiom
the ac.coults and an1'resutting gain or loss is credited or ctrarged to cunent operaliom.

Land is no1 subject to depreaiation.

Inv€stment ProDerw

lnlesiment property are Iand, buildings and improvements held to generate income or for capital appreciarion
or both, and are measured initially at cost, including transaction costs. The carying amount includes the cost
ofreplacement when incurred ifthe recognition criteria are met, and crcludes regular servicing cost.

Depreciation is computed using the straight-line method over the estimated useful lives oflho assets.

Transfer to or fronl investrnent property shall be made wh€n and only wheq there is a change in use.

Investment property is derecognized when either it has been disposed of or when permanently withdrawn
fiom use and no future economic benefit is expected tom its disposal. Any gain or loss on the retirement or
disposal is recognized i[ the statements of income in the year such occu[ed.

Held- to-maluritv Inv€stment

Held to rnaturity inyestments are non-derivadve financial assets with fixed or determinable payments tlut the
compaly intends and is able to hold to matudty and that do not meet fie definition of loans and receivables
ard are nol designaled on initial recogrution as asset Et fair value though profit or loss or as available for sale
Held-to-maturity investments are measured at smonized cost.

Asset ImDrirment

Impairment of Financial Assets

The carrying value ofall financial assets is reviewed for impairment whether events or circunstances indicate
that the carrying amounts may not be recoyerable. The identification of imparrment and the det€rminalion of
recoverable arnounts is al inherently uncertain process involving various assumptions and factors including
the financial condition ofthe counterpart), expected future cash flows, observable market prices and expected
ret selling prices. In order to det€rmine whether negative reva.luations on investrnent securifes mrrectly
represent lmpairment, all inv€slment secuiti€s for which the market value has been significant below cost
pricc for a considerable period of time, are individually reviewed. A distinction is made between negalive
revaluation due to general market fluctuslions ard due to issuer specific developm€nts. The impairment
revie\ry fo€uses on issuer specilic developments regarding financial condition and future prospects, taliing inlo
account th€ intent and ability to hold the securities rmder the compaJry's long term iovestrnent strateg/.

For AFS financial assets, a significant prolonged decline in the fair value indicatss impalrment. The
impairment loss is the difference between its cuIrent fair value and its original cost. Impairment loss is
traflsferred ftom equity to the statement of income. Reversals of impairment loss€s are reversed througb the
statement of income, to the extent tiat the initial impairment loss was transfered from equity to the stalomcnt
of income. The reversa.l must be objeclively supported by an increase in the fair value ofthe instrument after
the impairmenl loss was recognized.

Impairment of Non-Monetary Assets

The carrying values of assets are reviewed for impairment when changes in circumstances irdicate the
carryrng values may not be recoverable. Ifany such indication exists and where the carrying values exceed

the estirnated recoverable amounl, the assets or cash-generating units are written down lo their rocoYerable
amount and impairment losses are recognized and charged to current opcratrons.



Pavables and Oaher Pay&bl€s

Trade payables are liabilities to pay for goods or services that have been rec€ived or supplied and haye been
invoiced or formally agreed wilh the supplien. Trade payables are no1 inlerest beafing and are stated at fteir
nominal value.

Accruals are liabilities to pay for goods and scrvices that have been received or supplied but have not been
paid, invoiced or formally agreed with the supplier, including amounts due to employees. It is n€cessary to
esumate the arnount or timing of accruais, however the rmcenainty is generally much less fian for provisions-

Share Capital

ordtnary shares are classified as equity. Incremental costs directly attributable to the issue ofnew shares or
options are shown in equity as a deduction from the proceeds, net of tar( The costs of acquiring comp8ny's
own shares are shown as a deduction from equty aflributable to th€ company's equity holders until the shares
are cancelled or reissued. When such shares are subsequently sold or reissued, any consideration rec€ive4
net. of directly attributable incrcmental tansaction costs and the related income tex effeds, is included in
equily attdbuable lo the company's equity holders.

Retrined f,lnrinas

Rerained eamings are accumulaled eamings of the curent and
stockholden as cash or stock dividends.

orior vears which were not distributed to

Appropnaled Rets,ined Eamings for expansiod project fund in the anount of P7,500,000.00 for the year 2m8,
additional P2,500,000 00 for the yeu 2009 an additiollal P500,000.00 for the yea.r 2010 and P4,303,219.03
lbr the year 201 l.

Revenue

Revenue is recognized to the extent that it is probable that the ecolomic benefits will flow to the Company
and the revenue can be reliably measured. The foUowing specific recognition criteria must also b€ mei before
revenue is recognized:

o Revenue is recognized when services are rendered and when palments are rec€ived ftom customers.
Revenue is {ecorded when billings are sent 10 the cuslome$.

o Othe,r income is recognized when the performance ofmutually agreed rask has been performed.

o Interest income is recognized as the interest accrues, taking into account the effective yield on the asset.

Revenu€ is measured by reference to the fair value qfthe consideration received o receivable by the Company
for services provided, excluding value added tax (VAT) and discounts.

Cost$

Costs and expenses are tecognized upon utilization of the serrir€ oi at the date they aje incuned.

Retir€ment Benefi t! Cogt

The Company has not established a formal retirement benefit plant hence it does not make any contributions
to any such plan.

The Company also contributes to a retrrement b€nefit plar marntained by the Social Securily System, which ts
considered as a defined contribulion plaa. The conhibutions recognized with respecl to defincd contdbution
plans are sxpensed as they fall due.
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Short-term Benefits

The 
-Compary 

recogruzes a liability net of amoutts aheady paid and an expense for seryic€s rendered by
employe€s during the accounting period. short-term benefits grven by the company to its employees includi
compeosation, social securitv contributions, short.term compensated absences, bonuses and otlrer non-
monetar)' benefits.

Incon€ Taxes

Cufient tax assets or liabililies comprise those claims fiom, or obligatioos to, fiscal authorities relating to rhe
currenl or prior rePoning perioq thal are uncollected or wrpaid at the balance sheet dde. They are caftulated
according to the ta\ rates aad tax laws applicable to rhe fiscal periods to which they relate, based on the
ta\able prolit for the year. All changes to current tax assets or liabilities are recognized as a clmponent oflax
expense irr the income statement.

Deferred income tax is provided for using *re balance sheet liability method which focuses on the tempo(ary
differencc between the t8r base of an asset or liability and its carrying amount in the balance sheet. This is
measured at the ta\ rate cripected to apply to the period when the asset is realized or the liabiliw is settled,
based on ta.x laws that have been enacted or subdtantively etacted at the balance sheet date.

Under the balance sheet liability method, with c€nain exceptions, deferred ta\ liabilities are recogruzed for all
tDiable temporary differences and defened tax assets are recognized for all deductible temporary differencss
and the carry forward of unused lari losses and unused ta\ cledits to the extent that it is Drobable dlat taxable
profit will be available against which the deferled lax assets can be utilized.

The carrying amount of defened toi assets is reviewed al each balance sheet date and reduced to the extenl
that it is probable that sulficienl ta\able profil will be available to allow all or part of the defened tor asset to
be utilized.

Defe.red tax assets and liabilities are measured at the tax rales that are expected to appty to the period when
the asset is realized or th€ liability is settled, based on tiD( rales and tax lsws that hav€ been enacted or
substantively enacted at the balanc€ sheet da&.

Defened ta\ assets are not recognized as the balance shoel dale, wben it is prcbable lha1 realizalion or
settlement ofsuch defened tax assets will be remote. Unrecognized deferred tax assets are re-assessed at each
balance sbeet date to det€rmine whether recognition is deemed appropdate.

Leas€s

Leases in which a significant portion of the risk and rewards of ownership are reained by tho lessor are
classified as operating lease. Payments under the operaling leas€ agreements are recognized as expense on a
straight-line basis over the term ofthe lease.

Provision!

Provisions is recognized only when the following conditions are present (a.) the Company has a present
obligation (legal constructive) as a resulr of past event; (b) it is prolrable that alr oufflow of resources
embodying economic benefits will be re4uired to setde the obligation; and (c) a reliable estimate crtn be made
on the amount of the obligations. lf the etrect of the time value of money is material, provisions are
determined by discounting that expected futue cash flows at a pre-t ( rate that reflects current assessment of
lhe time of money and where appropriatg the risks specific to the liability. Where disconnting is used, the
increase in the provisions due to the passage of time is recognized as ilteresr expense.

Relat€d Parti€s

Parties ale considered related if one party has the ability to control th€ other party or exercise significant
influence over the other party in making financial and operaling decisions. Individuals, associatcs or
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companies that directly or indirectly contol or are controlled by or lader cornmon control arc considered
related oarties.

Transactions belween related parties arc accounted for al arm's length prices or on tems similar to lhose
offered to non-relaled entities in an economically comDarable market

Continsencies

Contingent liabilities are not recognized in the company's financial statements but are disclosed unless rhe
possibility ofan outflow of sources embodying economic benefit is remote.

Contingent asset is not recognized in the company's financial statements but disctosed when an inflow of
economic benefil is probable.

Earninss (Loss) Per Common Shsrc or E (L) pS

Basic E (L) Ps is calculated by dividing the net income or loss for the period amibutable to common
shareholders by the weighted average number of common shares outstanding during the period, after giving
retroactive effect to any stock dividend declarations during the preriod, ifany.

Subreouent Events

Post year-ended events that provide additional information about the company's position at balance sheet
dalq ifary, are reflected in the company's financial statements. Howeyer, post-year end eyents that are not
adjusting events are disclosed in the notes to frnancial slatements when matedal.

Dividend Distribution

Dtvidends distributions to lhe stockholders are recognized in the hnancial stalements as a liability in the
period in which fie dividends are approved by the company's board of directors, if applicable.

The company has not declared cash or stock dividends as ofSeptember 30, 2012 and Dec€mbsr 31, 2011.

Comorthensive lncome

The components of other comprehensive income include the fotlowing (l) Changes in revaluation surplus
(lAS t6 and IAS 38) (2) Actuarial gains and losses on defined plans recognized in accordanc€ with IAS 19
(3) gains and losses arising from trarulating the financial stalements of a forcign operation (IAS2I) (a) Gains
and losses on re-measuring available for sale flnancial assets 0AS39) (5) The effective ponion of gains and
losses on hedging instruments in a cash flow hedge (lAS 39).

3. Significant Accounting Judgments snd Estimat€s

The preparation of the financial statements in accordanc€ with PFRS for SMES requtes the company to malie
estimates and assumptiors that affect the reported arnount of assets, liabilities, income and expenses and
disclosure of the contingent assgs and contingent liabilities. Future events may occur which will cause the
assumplions used in arriving at the estimates to change. The effects of any change in estimales are reflected
in the financial statements as they become reasonably determinable.

Estimates and .ludgments are continually evaluaed and arc based on hislorical experience and other factors,
including expectations of future events that are believed to be rssonable under fie circumstances.

A. Judgments

In the process of applying the company's accounting policies, managemenl has made the following
Judgments, apart from those involving estimstiorL which have the most significant effect on the amount
recognized in the financial stalementsi
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(a. ) Functional Currency
The company has determined that its functional cunency is the Philippine peso which is the currency of the
pnmary envirorynent in which the company operates.

(b.) Dislinction betv,'een Investment Properties and Owner-managed properties
The company determines whether a property qualifies as jnvestment property. In making its judgment, the
company considers lvhether the property generaled cash flows largely independently of the other assets held
by an enaity or for capital appreciation.

(c.) Operating Lease
The company has enlered intq a lease agre€ment as lessee. Cfltical judgfflent was exercise by the
management to distingursh lease agreement as either an operating or financing lease by looking at the transfer
or retention ofsignificant risk and rewards of owne$hip of the prop€dies covered by the age€ment.

(d.) Provisrons and Contingencies
Judgnrent is exercised by the managemenl to drstinguish between provisions and contingencies. Policies on
recognition and disclosure of provision and disclosure of contingencies are discussed in Noie 2.

B. Estimales

The estirnates and assumptions used in the financial statements ar€ based upon marugemenl's evaludion of
the relevant facts and circurnslances of the company's financial statemenls. Actual result could diffef from
those estimates. The following are the releyant eslimales performed by the management on its September 30,
2012 and December 31, 2011.

(a,) Allowance for Doubtful Account

Allowance for doubtful accounls is rnainlained at a level considered adequale to provide for potentially
uncollectible receivables. The level of atlowancc is based on past collection e\Derience and other facbrs that
may afect coltectibles. An evalualron of the receivsbles. desrgned to rdentifo poLential chalges ro lhe
allowance, is performed on a continuous basis throughout the year. The amount and timing of recorded
expenses for any period would thereforc differ based on the estimates made.

(b. ) Useful Lives of Propeny, Plant and Equipm€nt and Investment Property

The company estimates th€ useful lives of property, plant and equipnent and inyestment propcrty based on
the penod over which lhe assets are fipected to bs available for use. The estimated useful lives of propeny,
plant and equipment ard investnent property are rcviewed p€riodically and are updaled if expectations differ
fiom previous estimates due to wear and tear, technical or commercial obsolescence and legal or other limits
on the use of the assets. In addition, estimation of the useful lives of property, plant snd equipment is based
on collective assessment of industry practicg intema.l tgchr{cal evaluation and experience with similar a.ssets.

It is possible, however, that firture rcults of operations could be materially affected by changes in estimates
brought about by changes in factors mentioned above. The anounts and timing of recoded expenses for the
any period would be affgcted by changes in these faoors ard circumstances. A reduction in fie estirnated
useful lives o[ property, plant ad equipment and investment properq would increase recorded operaling
expenses and decrease non-current assets.

(c.) Assets Ratirement Obligation

Investment estimated cost of dismantling and restoration of building and leasehold implovements for which
the company is llable. The estimated cost was initially based on a recent cost to dismantle facilities. This was

adjusted to consider estimated incremental annual cost up to the end of the lease term. The estimated

dismanthng cost was rscorded as cost was incurred.



(d) Realizable Amoma of Defened rax Assets 
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The company reviews ils defe[ed ta\ assets at each balance sheet date and reduces the carrying amount to the
extent thal il is no longer probabre that sufficient t .ubl€ profit will be ava able to a[o; ai or part of the
deferred tax assets to be utilized

(e.) lmpairment of Non-financial Assers

l: :iT*t nerfoSl y-ir.nparrm91t review when certain impairmenr indicators are prese4 except for
mlangrble assets with indeftnite useful lives. Though managemenl believes thal the assumplions used in the
estimation of fsir values reflected iD financial statements ari appropriate and reasonablg significant changes
in these assumpttons may materially affect the assessment of recoverable values and any iesriting impairnierrt
loss could hale a nBtenal adverse effect on the results ofoperations.

(f.) Financial Assets and Liabilities

PFRS requires cedain financial assets and liabiliti€s !o be carried at fair value. which reouires use of
extsnsive accounting estimates and judgments. While significana com['onents of fair value measurement
were detemined using verifiable objectiye evidence (ex. Foreign exchange rates, itrterest rates and voletility
rates)' the amount of changes in fair vatue would differ if we utilized different valuation methodolos/. Any
changes in fair value ofihese financial assets aad liabilities would affect direcrlv the statement of inc6me and
erp€nses and the statement in the change of equily.

4. Financial Risk Matragement

Risk Management Objectiv€s and Pohqes

lhe company's principal financial instruments, other than derivatives, comprise o cash and short-term
dsposits. The main pu4rose of &ese financial instruments is to raise fi.rnds for tbe company's operatio[ The
company has a various other financial asses ard liabitities such as trade receivables and trade pavables which
arise dreclry from irs operatioru.

The company's aclivities expose to a vadety of financial risk. The mdn risk arising from the company's
financial_instruments are market risk, interest risk, liquidity risk and crcdit risk. Risk iranagement is carried
out by the Chief Fimncial Offrcer and is coordinated under the diredion of the company's Board of
Direttor. The company's oyerall risk management program seek to minimize potenhal aiverse effects on
the financial performance of the company. The lnlicies for managmg specific risk are summarized below:

Governance fiamen'ork

The Company has establistred a risk management fimction with clear tsrrm of reference and with the
responsibility for developing policies on market, credi! liquidity and operational risk. It also supporrs rhe
effective implementation of policies.

The policies delure 0re Company's identification of risk and its interpretation, limit sfucture to ensure the
appropnale qualiry and diversification ofasseE to the coryorate goa.ls and specify r@orting requiemen8.

Capita.l Management Frarnework

The Company's risk manag€ment fi.nction has developed and irnplemented cartain mininmm sfess and sc€riorio
tests fqr identifying th€ risks to which the Company are expose4 quantifying th€ir impacJ on the volatility of
economic caprtal. The results of these tests, particularly, th€ anticipatod impact on the realistic statement of
financial position and revenue ac.{ount, are r€ported to the Company's dsk managenrent frmctlon. The dsk
manag€ment limction then considers the aggregale impact of the ovemll capital requirement revealed by the
skess testing to asscss how mwh caprlal is needed to mrtrgale the risk ofinsolvency to a selecled remote level.

n!4!cialAbL
The Company is also exposed to financia.l risk though its financial assets and financial liabiliti€s. The most
impodant components oftbese financial risks are credit rish liquidity risk and market dsk.
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& Market risk

l Price risk

The company's exposrue to pric€ risk aris€s ftom thB fluctuations in ths oost of tevenue and operB[ng
expenses.

b. Interost r,sk

The company's exposue to the rist for cbanges in market interest rates relales primary to tlle company's tong
term obligation. Since for the year the company's long te.m debt is due on the next period and is l€ss dran 90
days. lt is classified as current liabilities. The other financial instruments aJe noninterest-bearing ard are
therefore not subj€ct to interest rale lisk.

c. Liquidify risk

The aompany is subject to liquidity risk. Th€ company itself has a possibilrty to encounter difficulty in
meeting cornmitments associaled with financial liabilities adses beceuse of the possibility that Basic
Environmental Services Technologies, Inc. could be required to pay its liabilities earlier than expected or later
than tbe demandable date due.

Basic EnvironmentBi Services Technologies, Inc. has significant concentrarioni of liquidity risk in its
lnvestment propemei.

Prudort liquidity risk rnanagement implies sufficieni caslr, the availability of funding though an adequate
amormt of committsi credit facilities and the ability to close oui market positions. Due to dlnamic nature of
&e underlying business, the company airns to maintain flexibilify in funding by keeping committed credtt
lines available.

The company also ensues tltat there axe sufficient, available and approved workiog capital lines thet ir c5n

draw iiom anytime. lt mainlains an adequaie cash and cash equiratenls in the event of unforeseen
intenr.Lption of i1s cash cotlectiom. The company also maintains accounb with seve(al relationship banks to
avoid significant conc€ntration ofcash &ith one institution.

The table below summarizes the maturity profile of the compaay's financial liabilities at SePtember 30, 2012
with comparative figures of December 31, 201 1:

Bivond 5

2012 OpDernsrd -yguE

P10281,3(x.20P-F

No Deftrie
lqiod Total

P 78,112,197 9l

412.440.5t0.21 47 2,44O,51O.27

P 4'12 440.510.27 P ii0.752.708 18

No Defipit€

!4!4 Total

P . P ?.1,025,1r9.5s

235.&9.72345 235, 9,n3.15

P 2J5,869J27.4s P 309,895,553.00

Other Long telm

l,iabilities

Total

Other lrng term

Liabilitids

lblrl

P t0,283,306 20 !

Belotrd 5

20ll On llemrnd

P 74,025,829.55 P

P 74,025,829 55 P
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d. Credit risk

Th€ company tmdes with only recognized, creditworthy lhird parties. Customers who wish to trade on credit
tems are subject to credit verification procedures. Ia addition, receivable balances are monilored on an
ongolng basis lvith the result thal lhe company's exposule to bad debts is not signifrcant.

Since the Companv hades only with recognized third parties, there is no requirement of colleteral.
The lable below shows the ma.)iimum exposwe to credit risk for the components of the year 2011 and 2010
statement of financial position activities.

Cash

Receivable

Total

Gross Mariimum Exoosure

z0t2
3,730,184.45 P

1',75.49',1.t'75.20

20tL
't,854,448.03

49,7 t0,'.187 ,66

P 179.22'.1.359.65 P 57.565.235.69

The aging analysis of financial assels as of September 30, 20 I 2 and December 3 I , 201 t shows no impairment
ofreceivable as of dre oeriod.

2012

Cash

Rdceivrble

Tolal

Neithff Pass Due

nor Irpoated

I,'t30,18'4'.45

14t,t65,471.16

188,717,054.93

Past Due but rn}( Impair€d

ll to 60 Da$

P.
r .693,629.1t

P ____-____1,!91.84q2_

Total

61.90 Davs

- P 3.730,184 45

32639,014.92 115,491,115.20

12,42&?09 26 P l'1922'1,359 65

20t I

Cdih

Re€ivable

'Ibht

5. Cash

Cash

Neithfr Pass Drl€

noa lrnpaied

7,854,448.01

39,986,095.24

219,084,032.89

Past Du€ but not Ifioaired Total

P 7,854,448.03

49:1t0,7n.6

P 51!q1?I{L

2011

ll to 60 Days

479.712.t5

6l-90 Days

P-
9 ,214,9&.2'r

P 62,945,598.34 P 3',7,J67,359.O1

2012

3.730.184.4s P 7,854,448.03

The cash in bank accounts eams inter€st al the prevailing bank interest rctes.

6. Trade and other rcceivabl€s

20t2 201|
Trad€ and other rcceivables \lj. ellJ- N_ P ____le.Ll!J!Ij!_

Receivable trade was made in the ordinary course of business operations while receivable others are to third
parties who are not in the ordinary course ofbusiness.
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No provision for doubffi,rl account was made on the receivable as they were all within the curent period and
marxagement believes that all the accounts can be collected within a reasonable lime.

?. Other Current Assets

This account consrsrs ofthe followrne.

2012 201I

These are recorded at hislorical costs. Input taxes are prepayments made to tbe BuJeau of Intemal Revenue
which can be claimed in the next accounting period. Input tax can be used to offset agarnst the output tar in
the next accounting period. Prepaid expenses are advance paymerts for fuhrre expenses which can be claimed
as hxable deductions in the nert amounling period.

8. Properfy and Equipme$t-net

The movement ofproperty and equipmen( are as follows

Land is rct subj€ct to depreciation since it is not a depreciable asset.

These are properties of the company without reolrictions and without pledge es security for its liabilities.

Total

Input ta,\

Prepaid expenses

Total

Beglnning
Add: New Ac4uisition
Less: Dsposal
Less; lmpairment

Total
Less: Accumulated D€preciation

Net Book Value 2012

Schedule of Accumulated
Depreciation

As of September 30, 201?

Begirming Balance

Add: Depreciation Expense

Accumulated Depreciation

463,624.69 P

17,005,161.32
P 17,468,786.01 P

355,76t.88

11,381,?17.45

11.736-979.33

2'1',| ,533,9t5 .t1
254,110,554.32

531,644,469.45
'70,283,287.3s

461,361,I82.09

Total
49,345,891.55

20,93?,395.80

P 70.283-287.35
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With mmparative figures of December J l, Z0l I

Begnning
Add: New Acquisition
Less: Disposal
Less; Imparrment
Total
Less; Accumuiated Deprecidion
N€t Book Value 201 I

Accumulated
Deprecialion
For the year 2011

Beginning Balance

Ac.cumulated Deoreciation P

9. Inv€stments

This account consists of the follorving

tnvestment in stocks
lnvestment in Long term time d€posit

Total

Toml

't 6,833,215 .'t',l

200,'1w,699.36

z1't,513,975.13
49,345,891.55

228.188.023.5?

Total
P i1,323,2'16,88

Add: Depreciation Expense 38,022,614.61

49,345,891.55

20t2 20t 1

P 31,999,900.00 P 31,999,900.00

1,',|44,49r.1 1 r,738,822.56

P 33,744,391.11 P J3,738,'122.56

The inveslment in stocks is tfie inv€strn€nt of the company with Metro Clark Waste MBnagemenl
Co.poration. The investrnent in stocks consists of 3l q999 cornrnon stocks with par value of Pl00 per share.
This iflvesment represents 15.9970 on the total paid up capitat of Metro Clark Waste Management
Corporation. tnvestmenl in long term deposits are long term bonds acquired from GSIS.

10, Trade and Other Payabl€s

z0t2 201|
Trade and oth€r pavables P 10.283.306.?0 P 74.025.829.55

Trade arrd others payables are actually compose ofcash deposits or advances made by lhe confratting partigs,
payable to suppliers acquired materials of the compan1,. These contacting parlies are cuslomers of BESTI lo
whom BESTI is committed to reade. its services and to whom they are committed to pay BESTI upon
completion of the Project. It is also compose of payable others such as employees' bencfits remittanc€s,
accruals of expenses and toi remittance to the Bureau of lnlemal Rerenue.

11. Other Culrent Liabiliti€s

20t2 2011

Other Cureni Liabilities P 134,311,366.99 P 4280,18S.12
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These pavables wete used as worhng tUnd in the operation ofthe business. These are non-intersst bearing, no
collaleral and has no fix term of repaynent. Payable comprises of payable in the ordinary course of business
operafioo. They are for a period of one year. Accowrts payable are from suppliers and stated at their invoice
value. Other payables are accnrals payable to SSS, PHIC, HDMF and BIR The nBnagement considers ths
carrying amounts of fiade ajd other payables recognized in the statement of financial position to be a
reasonable 4pproxim*ion of their fair values due to tlrcir short telm dwation. Trade and other payables are
non-rnterest bearing and are setded within a short Deriod of time.

12. f,ong-termLiabilties

2012 2011

Long Tem Liablltties P 472,440,510.27 P 235.869;123.45

These long term liabilities are non-interest bearing, no collateral and no fix term of reps),rnent. Theso were
advances from stockholders used in the business operations.

13. Equity

a Share Capjtal

The origrnal aulhorized capilal stock of Basic Environm€ntal Systems & Technologies, Inc. is
P20,000,00O00 divided into 16,000,000 shares of stock with a par vatue of P1.25 per share. As of September
30, 2012, the subscribed and paid up capital is P20,000,000.00

The primary objective of the company's capital rnanogement is to €nsure that it naintains a strong credit
rahng and healthy capital ratios in order to support its business and maximize shareholder value.

The company manages its capital structue and makes adjustrnents to it, in light of changes in economic
conditioru. To maintain or adjust the c 201 I capital slf'l|cture, the company may adjust the diyidend peyment
to shareholders, return capital to shareholders or issue new share. No changes were made irl the objectiyes,
policies, and process during the periods ended September 30, 2012 and December 31, 201l.

b. Retained Eamings

Appropnaled Retained Eamings for expansion project firnd in tbe amount ofP7,500,000.00 for the year 2008,
additional P2,5o0,000.00 for the year 2009, additional P500,000.00 for rhe year 2010 and P4,303,219.03 for
the y€r 201 L

14. Reveoue

The reyenues are at net of discount and output t&( iII the regular op€rating cycle.

2012 201I

Reyenue

15. Cost of Reveoue

Cost ofRevenue

142.233.7',t9.47 P 5 8.43 6.04 I . 05

2012 20tr

89.205.160.78 P _______-v,67l'n_.4,

licerues and permits ard otherThis is composed of cost of labor, mafeials, utilities, equipment rentals,
expenses incurred in the completion ofthe projects.
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16. Op€rrtiog expeNes

Operating Expenses P 14,065,302.31 P 14.294,008.91

This is consists of adminishative expenses incurred in its opeialion.

17. Income Tax Erpensc

Current ta\ assets or liabilities comprise those claims from, or obligatioru to, fiscal authorities retsting to th€
current or pdor reponing period, that are uncollected or unpaid al the balance sheet dale. They are ca.lculated
according to $e tax mt€s and ta,x laws applicable to the fis€al periods to \+hich they relate, based on the
ta)Qble proftt fo. the year. All changes to current tax assets or liabilities are recognized as a component oftax
expense in the income statement.

Defened ta{ is provided, using the balance sheet liability method on temporary differences at the balanc€
sheet dale between the tax base of assets and liabilities aDd their carrying amountr for lurancial reporting
purPoses.

Under the balance sheet liability method, with cenain exceptions, deferred t&{ liabilities are recognized for all
la)iable temporar)' differences and deferred tan assets are recognized for all deductible temporary differeoces
and the carn-fep-61d of unused 1a\ losses and unused ta\ $edits to the €xtent thar it is probable tlut taxable
profit will be available against which the defe[ed inaome tari assel can b€ utiliz€d.

The carrying amount of defemed tax sssels is rgviewed at each balsnce sheet date and reduced to th€ eKtent
rhat it is probable thal suffrcient taxable profit will be available to allow all or part ofthe defened tar{ asset to
be utilized.

Deferred la\ assets and liabilities are measured al th€ tar rates that are expeded lo apply to the period when
the asset is realized or the liability is settld based on 1rx rales and ta.x laws that have been enacted or
substantively enacted s1 tle balance sheet date.

Mosl changes in defened Ia\ assets or liabilities are recognized a6 a component of ta\ erpenss in the income
statement. OnIy changes in defened tax assets or tiabilities lhal relate to a change in value of assets or
liabilities thal is charged direclly to equity are charged or cledited directly to equity.

Chanse in Apolicable R e

On May 24, 2005, Republic Act (RA) No. 9337 was enacted into law amending the certain proyisions of the
National lntemal Revenue Code, and became effective on November 1, 2005. Amoog the changes provided
for are as follorvs:
o Increase in corporate income tar rate from32yo to isyo ritil January l, 2009, and 30% thereafter.
o Grant of adhority to the President of the Ph.ilippines to increase lhe value-added tax (VAT) rate from

\ff/o to l2Yo subject to complia.nce with c€rtein economic conditroru. [The VAT rate was increased to
l2olo effecti\ie February 1,2006.1

o Expanded scope ofrransactions subject toVAT.

Optiottol Sl.udqd Defurdiort

Effeetive July 2008. Republic Act 9504 was approy€d giving corporfie taxpayers an option to clsim it€mized
dedudion or optionnl standard deduction (OSD) equryaiem m 40% of gJoss income. Once thg option to use

OSD is nrade. it shsll bc ircvocablc for the tarablc year for which the option lvas madc.

In 201t and 2010, the Company opted to continue claiming itomized deduction.

The company is subject to the comparison ofthe minimum corporate income ta{ (MCIT) which is 2% of the
gross profit.

20t2 201I



lE Related Party Transaction

The company is wholly owned by the stockholdqs which exercises significant inlluence in the business
oPerations of the company.

ln the ordinary cou.se of business, the company has transactions wilh its stogkholders. These unsecued loans
were used by the company for operation activities. These loans are non-inter€st and have no fix term of
r€payment. These include advanc€s from stockholders a5 follows:

2012 201I
Advances from Stocl$olders P 4't2-440.510.27 P 235.&69;t23.45

19. Eanings per Shaft

The company issues only one class of stock, common slook; ther€fore there are no items that will dilute the
eamrngs per share ofthe company:

2012 201I
Pront lor lhe year/peiod

Divided by average number of
capital slock issued dudng the p€riod

Eanings Per Share

3E.963,316.38 P

16,000,000

2.44 P

4,545,197.76

I,000,000

4.J5

20. The carr'lng value and estimated fair value of tho Company's financial assets and liabilities as of the
period ended September 30- 2012 and December 31, 201I a.re presented b€low:

2012 201|

Fioa-qcial Ass€tsl

Cash

Receivables

Total

Financial
Liabilities:

Palable
Loog term
Liabilities

Tolal

Carrying value Fair Value

P 3,730,184.45 P 3,730,r'd4.4s

175,497,175.20 t't S,497,t7 5.20

P _)l2p$265 P _Jl22n_Jl9,6s

Carrying value Fair Va]ue

'1,854,448.03 P 7,854,448.03

49,7 t},'18't .66 49,7 10.787 .66

5't.565.235.69 P 5't,565,235.69

144,594,6't3.19 p t44,594,673.19 P 78,306,018.67 P 78,306,018.67

472,410,510.27 472,440,5tO.27 235,869,123A5 235,869,723.45

6l?.035,183.46 p 617.015.183 46 p 3t4.1',15,742 t2 P ll4,)75,742.12

21. Uncerlain Tar Position

The company has no uncertain tax position as of September 30, 2012 and December 31, 2oll under drc tax
laws of$e Philippines.


