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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-A
ANNUAL REPORT PURSUANT TO SECTION 17

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

1. For the fiscal year ended December 31, 2007

2. SEC Identification Number 148022 3. BIR Tax Identification No. 000-288-655V

4. Exact name of registrant as specified in its charter EURO-MED LABORATORIES PHIL., INC.

5. Philippines 3| {(SEC Use Only)
(Province, country or other jurisdiction of Industry Classification Code:

incorporation or organization)

7. 1000 United Nations Avenue cor. San Marcelino St., Manila 1000
Address of principal office postal code
8. (632) 524-0091 to 98

Issuer's telephone number, including area code

9. Not Applicable
Former name, former address and former fiscal year, if changed since last report

10. Securities registered pursuant to Sections 8 and 12 of the SRC, or Sections 4 and 8 of the RSA

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

Common Stock 2,928,200,000 shares



11. Are any or all of these securities listed on a Stock Exchange?
Yes|[ x ] No[ 1
If yes, state the name of such stock exchange and the classes of securities listed therein:

Philippine Stock Exchange Common Stock

12. Check whether the issuer:

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

Yes[x ] No[ ]

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

Yes[x ] No[ 1]

13. The aggregate market value of the voting stock held by non -affiliates of the registrant amounted to
P 1,217,508,920 (based on closing market price on January 10, 2008 of R 2.00 per share).
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PART I - BUSINESS AND GENERAL INFORMATION

Item 1 Business

History and Background

Euro-Med Laboratories Phil., Inc. (Euro-Med) was incorporated and registered with the Securities
and Exchange Commission (SEC) on January 29, 1988 upon receipt of the licenses and product
registration approvals from the Bureau of Food and Drugs (BFAD), Euro-Med began commercial
production in 1991. The parent Company (Euro-Med) is engaged in the manufacture of pharma-
ceutical products such as large and small volume parenterals and other solutions. Large volume
parenterals (LVP) are more commonly known as intravenous fluids. Intravenous fluids are de-
fined as any fluid applied directly into the vein. LVP are packaged in containers of more than 100
mL while small volume parenterals (SVP) are injections that are packaged in containers of 100 mL
or less. SVP may also be used as a solvent for other drugs. The Company also manufactures ster-
ile water for injection, and other solutions such as ophthalmic, inhalation, irrigation and dialysis.
The Company is the largest manufacturer of high quality intravenous fluids in the Philippines. The
parent Company has only (1) subsidiary, 102 E. Delos Santos Realty Co., Inc. a 100% owned firm
acquired in May 2000. The subsidiary is engaged in the rental of property. The subsidiary’s only
real property, a 10,936 square meter lot located at the corner of E. Delos Santos Ave. and Madison
Street, Mandaluyong City is being rented to the parent company that expire on June 30, 2007 and
was renewed for another one (1) year period ending on June 30, 2008. Consequently, the income
of the subsidiary is wholly dependent on the parent company.

The Company has not at anytime been involved in any cases of bankruptcy, receivership or other
similar proceedings.

Products

Presently, the company manufactures and distributes a wide range of parenteral products in various
sizes ranging from 1mL to 1000mL. Parenteral products are considered unique because they are
administered by injection through the skin or mucous membrane into internal body compartments.
Parenteral products must be free from microbial contamination and toxic components, and an ex-
ceptionally high level of purity of the dosage form must be achieved. For this reason, the prepara-
tions of parenteral products have become a highly specialized area in pharmaceutical manufactur-

ing,

The parenteral solutions manufactured by Euro-Med in plastic containers are all in parenteral-
grade low-density polyethylene (LDPE) containers. The plastic containers are unbreakable and
lightweight. Euro-Med’s plastic container does not require air introduction in order to be dis-
pensed which prevents particle contamination of the solution. Gravity and atmospheric pressure
pressing on the container allows the fluid to flow out of the container.

Euro-Med also manufactures parenteral solutions in glass packaging. The glass container enables
the solution to be seen at its clearest, facilitating inspection of content. Graduations can be read
quite easily because of its rigidity.

All Euro-Med products are duly registered with the BEAD prior to its release in the market. More
products in various stages of development will be introduced in the market to broaden the Compa-
ny’s product line.

Large Volume Parenterals

LVP apply to single dose injections intended for intravenous use and are packaged in containers la-
beled as containing more than 100 mL. Euro-Med manufactures LVP in plastic containers in
500mL and 1000mL sizes. Euro-Med also manufactures LVP in glass bottles in 250mL, 500mL



and 1000mL sizes. In many cases, patients are given LVP shortly after they have been admitted to
the hospital to provide the necessary fluids and caloric or electrolyte requirements. Ready access
to the venous system also becomes available in case additional medication is required. An intra-
venous injection is made when immediate physiological action is needed from a drug,

Small Volume Parenterals

SVP apply to injections that are packaged in containers labeled as containing 100mL or less.
Euro-Med presently markets products in 20mL, 25mL and 50mL multiple dose plastic vials and 1
mL, 2 mL, 2.5 mL, 3 mL and 5 mL plastic ampoules. Euro-Med’s container of plastic vials has a
rubber stopper which permits the insertion of a needle from a hypodermic syringe and the with-
drawal of part of the solution.

Specialty Fluids

These fluids may or may not be intravenous products used for surgical and non-surgical proce-
dures. Dialysis Solutions are used in the management of renal failure and poisoning. They allow
the selective removal of toxic substances, electrolytes and excessive body fluids from the blood.
In peritoneal dialysis, the exchange of ions between the solution and the patient’s blood is made
across the membranes of the peritoneal cavity. Peritoneal Dialysis Solutions may be used for the
treatment of acute or chronic renal failure and are not to be used intravenously. Haemodialysis So-
lution is a concentrated solution of electrolytes in Water for Injection. It is formulated such that
when the concentrated solution is diluted in the prescribed manner, the electrolyte content will be
similar to that of extracellular fluid or plasma. It is used in the management of renal failure and
poisoning by allowing the selective removal of toxic substances, electrolytes, excess body fluids
and metabolytes such as urea, creatinine and uric acid. The Irrigation Solutions are sterile solutions
intended to bathe and flush open wounds or body cavities. They are used topically and not par-
enterally. The Mannitol Injection is an osmotic diuretic that promotes the excretion of water. It
may be used in the treatment of patients to reduce raised intraocular pressure, to reduce or prevent
cerebral edema or for the treatment of acute renal failure.

Other Drug Preparation

Euro-Med has launched several new oral drug preparations in syrup and suspension form. Euro-
Med has also introduced new products for Nebulization and injection packaged in plastic am-
poules.

Medical Devices

In April 2006, Hospira Philippines Inc. appointed Euro-Med as its exclusive distributor of Hospira
Venisystem products such as Venipuncture sets, IV Administration sets, [V Equipment and Recep-
tal Liners in the Philippines. The distribution agreement is valid until the end of March 2008 re-
newed automaticallyfor one(1) year period.

Euro-Med also sells administration sets for intravenous fluids. The Company has signed a two 2
year agreement with Kawasumi Laboratories, Inc. of Japan to become a distributor of their admin-
istration sets intended for adult and pediatric use. The current agreement was signed on October 1,
2001 with automatic renewals thereof,



Limulus Amebocyte Lysate (LAL) Test

The LAL test is an endotoxin test derived from the blood of the Horseshoe Crab (Limulus
Polyphemus). Endotoxins are lipopolysaccharide fractions of the cell wall of gram-negative bacte-
ria, which have been found to be pyrogenic, or substances which cause fever, chills and body
aches.

The LAL test is a sensitive and fast method for detection of endotoxins. It is routinely used to de-
termine if the intravenous solutions are free from pyrogens. Prior to the availability of the LAL
test in the Philippines, the only acceptable means of measuring pyrogenicity was through the rabbit
pyrogen test. However, the rabbit pyrogen test cannot quantify the amount of pyrogens present in
the test solution. Through the pioneering efforts of Euro-Med, the BFAD has accepted and accred-
ited the LAL test as an alternate to the rabbit pyrogen test.

Since 1991, the Company has been the exclusive distributor of the LAL test in the Philippines for
Associates of Cape Cod Incorporated of Massachusetts, U.S.A. The exclusive distributorship is
valid until the end of 2003 and is automatically renewed every two (2) years.

Bottled Water

Euro-Med has launched its own brand of distilled and purified drinking water in various sizes

ranging from 350 mL to 4000 mL. These products are manufactured from its plant in Cavite and
Mandaluyong to ensure high quality bottled water.

Toll Manufacturing

Euro-Med is engaged in the toll manufacturing of pharmaceutical products in solid and liquid
form. These products are manufactured from its Cavite and Mandaluyong plants.

Euro-Med’s Cavite plant has equipment to manufacture liquid and semi-liquid cosmetic and
healthcare products in 3 mL to 50mL plastic blister packs. The Cosmetic and Healthcare Division
of the Company offers toll-manufacturing services to both local and multinational companies.

New Products

During the year company has lauched new products in the market such as:

1. Metronidazole 500mg/100mL Solution for IV — 100 mL and
2. Magnesium Sulfate 25% (250 mg/mL) Solution for Injection, IM/IV — 10 mL

Effects of existing or probable governmental regulations on the business

Pharmaceutical products in the Philippines are required to be registered with the BFAD before the
products can be sold. Product registration procedures are also required in other countries where
the Company intends to sell its products. The time it takes to register a product can take from six
(6) months to several years from the date of filing depending on the BFAD or the similar foreign
counterpart. Any significant delay in the registration of new products with the BFAD could affect
the Company’s financial performance. The Company is not aware of any probable governmental
regulation, which will have a significant effect on its business.



Patents, trademarks, licenses, franchises, concessions, or rovalty a reements including dura-
tion:

The Company’s wide range of parenteral and other pharmaceutical products are all registered with
BFAD with the corresponding Certificate of Product Registration (CPR). The term of these CPRs
ranges from two (2) to five (5) years, and are renewed regularly.

The Company has also been issued by BFAD the following Licenses to Operate (LTO) with a term
of one (1) to three (3) years, which are renewed regularly:

1. Drug Manufacturer/Repacker

2. Medical Device Manufacturer

3. Medical Device Distributor/Importer/Wholesaler

4. Food Manufacturer/Repacker

5. Cosmetic Laboratory

6. Bottled Drinking Water Processor

7. Drug Distributor / Importer

The Company has registered the following tradename and trademarks with the Department of
Trade — Intellectual Property Office, Trademarks and Technology Transfer with a term of ten (10)
years:

1. EURO-MED
2. EUROPERSOL

3. EURO-ION
4. The Company Logo with three (3) horizontal bars within a circle.
5. Multisol

6. Intrapersol

7. Multi-Ion MB

8. Eurosol-R

9. Eurosol-MK

10.Eurosol- M

11. LM

Employees and labor contract

As of December 31, 2007, the Company employs a total of 979 employees, consisting of 11 Exec-
utive Officers, 99 Managerial and 869 rank and file and casual personnel. There has not been a
strike in the company. In a Certification Election on November 4, 1999 held under the supervision
of the Department of Labor and Employment (DOLE) — Region 1V, Euro-Med Employees Union
won and was subsequently certified on November 15, 1999 as the sole and exclusive bargaining
agent of regular rank and file employees of Euro-Med Laboratories Phil., Inc. for purposes of col-
lective bargaining. A new collective bargaining agreement was signed on December 20, 2004 that
would cover the period January 1, 2005 to December 31, 2009. Among others, the CBA provide
for the following benefits:

(a) Annual salary increase.

(b) Birthday, Bereavement, Graduation and Wedding leave with pay.
(c) Optional retirement after 10 years of service.

(d) Free uniforms.

(e) Housing and emergency assistance loan.

The Company’s sole subsidiary has no employees as of December 31, 2007 as its books of ac-
counts and financial statements are being handled by an employee of the parent company.



Raw Materials

Euro-Med’s raw materials are obtained on a competitive basis from various local and foreign sup-
pliers. The Company always maintain at least two (2) or more suppliers of its material require-
ments, so that it would not be dependent on only one (1) supplier. There are no major existing
supply contracts. These materials are vital inputs for producing parenteral solutions and LDPE
bottles. Supply shortages or increases in prices of these raw materials will result in an increase in
the Company’s production cost.

Marketing and Distribution

Industry Data

The Philippine IV Fluid market at present does not have complete information and studies from
any independent research institution monitoring the industry’s total rated capacity, actual market
size and value and competitors.

Current estimates are derived from Company reports extrapolated from data obtained through hos-
pitals, drugstores, clinics and medical associations and thus may differ from other industry reports.

Euro-Med is the leading manufacturer of LVP in the Philippines with about eighty five percent
(85%) market share in the country (based on Company data). Euro-Med competes with other com-
panies such as Baxter Healthcare Phil., Inc., B. Braun Medical Supplies, Inc., and LVP Philippines
Inc. Euro-Med competes in terms of quality, price, availability, delivery service and customer re-
lations. Euro-Med’s continued success in the IV Fluids market can be attributed to its high quality
products, wide range of product line, competitive price, availability, efficient delivery and dedicat-
ed sales team. The Company has a customer base composed of more than 7,000 institutions nation-
wide. The Company’s sales, therefore, are not dependent on one or a few major customers and no
customer accounts for more than ten percent (10%) of the Company’s sales. Among the Compa-
ny’s customers are hospitals, clinics, drugstores, medical distributors and traders as well as corpo-
rate/industrial accounts. Euro-Med’s primary customers are hospitals all over the country. Hospi-
tals can be either private or government sub-divided into primary, secondary and tertiary levels,
depending on the bed capacity and hospital equipment. In 2007, sales to hospitals and clinics ac-
counted for approximately 64% of total revenues. Sales to drugstores reached 29% while com-
bined revenues from distributors, traders, industrial accounts and laboratories reached approxi-
mately 7% of total Company revenues.

On occasion, the Company participates in trade shows, trade fairs and medical conventions to
broaden awareness of the existing product lines and to support the medical associations sponsoring
these conventions.

Over the years, Euro-Med has established strong and efficient marketing teams, who are deployed
all over the country to promote and sell its products. Euro-Med has established its own nationwide
distribution network providing prompt and efficient delivery service to customers. In addition to
the Central Warehouse in Cavite, the Company maintains eleven (11) provincial depots strategical-
ly located in key cities all over the country. There are currently four (4) depots in Luzon, three (3)
in Visayas and four (4) in Mindanao. At present, Euro-Med is leasing these provincial depots ex-
cept Plaridel, Bulacan which is owned by the Company.

To ensure on-time delivery of Euro-Med products to its customers, the Company uses its own
trucks and local trucking companies for its nationwide distribution. To transfer finished goods
from the Cavite plant to the provincial depots specifically in the Visayas and Mindanao areas,
Euro-Med utilizes local companies for inter-island shipping.



Exports

Euro-Med is presently exporting its intravenous fluids to several countries and will be expanding
its international customer base to include markets in other parts of the world. In 2005, 2006 and
2007, export sales contributed approximately 24%, 19% and 17% respectively of total Company
sales. The Company expects this figure to rise in the succeeding years. The Company products
are imported and distributed by a local distributor(s) in the respective countries. The breakdowns
of exports per region for the past three(3) years are as follows:

2005 2006 2007
REGION P('000) % P('000) % P('000) %
ASEAN P 290,518 71.3% P 285,113 69.8% B 278,605 68.9%
Other Asia 46,353 11.4% 47,412 11.6% 43,351 10.7%
Africa 35,647 8.7% 39,036 9.6% 40,600 10.0%
Others 34,909 8.6% 36,702 9.0% 41,840 10.3%
Total ) 407,427 100% R 408.263 100% 2 404.396 100%

Research and Development

Euro-Med is continuously developing additional pharmaceutical products for ophthalmic, inhala-
tion, irrigation and other healthcare purposes. In 2005, 2006 and 2007, the Research and Develop-
ment Department of Euro-Med spent R 6.6 million, 2 7.08 million and R 21.5 million respectively
to develop new products. The funds were used to purchase raw materials and laboratory equip-
ment to test the new formulations.

Euro-Med’s laboratory facilities are equipped with the latest equipment for testing raw materials
and finished pharmaceutical products. The laboratory has been certified as an accredited laborato-
ry by the Board of Chemistry of the Professional Regulation Commission. The Company offers
analytical laboratory services to other companies for the testing of selected raw materials and phar-
maceutical products to maximize the usage of these modern equipment.

Costs and effects of compliance with environmental laws.

The Company has invested B 1.8 million in capital expenditures for pollution prevention equip-
ment to comply with environmental regulations. Annual expenditures to maintain and operate the
pollution facility currently amount to about 2 1,500,000. The Company adopts a proactive ap-
proach to environmental standards and its facilities are constructed to high standards.

Major business risks

Raw materials

At present, Euro-Med’s raw materials are primarily sourced from other countries. These materials
are initial inputs for producing parenteral solutions and LDPE bottles. Supply shortages or in-
creases in world prices of these raw materials will result in an increase in the Company’s produc-
tion cost. The Company always maintain at least two (2) or more suppliers of its material require-
ments, so that it would not be dependent in only one (1) supplier and to provide room for negotiat-
ing prices for three (3) months, six (6) months or one (1) year contracts.



Item 2

Product registration

Pharmaceutical products in the Philippines are required to be registered with the BFAD before the
product can be sold. Product registration procedures are also required in other countries where the
Company intends to sell its products. The time it takes to register a product can take from six 6)
months to several years from the date of filing depending on the BFAD or the similar foreign
counterpart. Any significant delay in the registration of new products with BFAD could affect the
Company’s financial performance. The Company has employed a full-time regulatory officer to
follow-up applications for product registrations.

Foreign Exchange

Most of Euro-Med’s raw materials are imported from various sources abroad. Payment for these
imports are made in U.S. Dollars. As such, any significant depreciation of Philippine Peso against
the U. S. Dollar may affect the Company’s margins and profitability. The Company is continuous-
ly expanding its export sales to different countries to increase its U.S. Dollar revenues as an hedge
to currency fluctuations. The company has exposures in foreign currencies, primarily in US dol-
lars. Foreign exchange risk arises from difference in exchange rates between assets, liabilities and
equity which are denominated in foreign currency. The company manages this risk by having peso
denominated loans only and maintaning US$ accounts where €xport proceeds are maintained from
which payments for imports are made.

Properties
Cavite Plant

The pharmaceutical manufacturing plant is located on a 36,314 square meter lot located along
Aguinaldo Highway, Dasmarifias, Cavite. The plant consists of executive and departmental of-
fices, various meeting rooms, library for reference materials, storage for packaging materials, pro-
duction facilities, laboratories, four (4) warehouses, a machine shop, power plant, cafeteria and a
dormitory for the Company’s technical staff. The land, buildings, machinery and equipment are
wholly owned by the Company and are mortgaged as collateral for the Company’s long term debt.
There are no existing limitations on its ownership or usage.

Mandaluyong Plant

The pharmaceutical manufacturing plant is located on a 10,936 square meter lot located at the cor-
ner of Epifanio delos Santos Avenue (EDSA) and Madison Street, Mandaluyong City, Metro
Manila. The land is being leased from 102 E. Delos Santos Realty Co., Inc, a 100% owned sub-
sidiary acquired on May 24, 2000. The plant consists of an office building, recreation hall, cafete-
ria, production facilities, laboratories and warehouse. The buildings, machinery and improvements
are wholly owned by the Company and are not subject to any mortgage or lien. There are no exist-
ing limitations on its ownership or usage.

Bulacan Depot

Euro-Med acquired a 2,500 square meter commercial lot along the National Highway in Plaridel,
Bulacan. A 1,900 square meter warehouse with a two-storey office building was constructed and
completed in July 1997. The land and building are wholly owned by the Company and are mort-
gaged as collateral for the Company’s long term debt. There are no existing limitations on its own-
ership or usage.






