EURO-MED LABORATORIES PHIL., INC.
Notes to Financial Statements - March 31, 2009

The Company evaluated impairment on non-financial assets on a basis described in
accounting policy 3 (3.9).

No indications of impairment were noted on property and equipment as of March
31, 2009 and 2008.

Recognition of deferred tax assets

Deferred tax assets are recognized for all deductible temporary differences to the
extent that it is probable that taxable profit will be available against which these
can be utilized. Significant management judgment is required to determine the
amount of deferred tax assets that can be recognized. These assets are
periodically reviewed for realization. Periodic reviews cover the nature and
amount of deferred income and expense items, expected timing when assets will
be used or liabilities will be required to be reported, reliability of historical
profitability of businesses expected to provide future earnings and tax planning
strategies which can be utilized to increase the likelihood that tax assets will be
realized.

The Company reviews its deferred tax assets at each balance sheet date and
reduces the carrying amount to the extent that is no longer probable that sufficient
taxable profit will be available to allow all or part of the deferred tax asset to be
utilized. Any deferred tax asset will be re-measured if it might result in
derecognition when the expected tax law to be enacted has a possible risk on the
realization.

. Financial Assets and Liabilities

The following methods and assumptions were used to estimate the fair value of
each class of financial instrument for which it is practicable to estimate such value:

Short-term financial instruments:

Due to the short-term nature of the transactions, the carrying value of cash and
cash equivalents, trade and other receivables, trade accounts payable, acceptances
payable and other current liabilities approximate their fair values.

Avudailable-for-sale financial assets

The fair values of publicly traded instruments and similar investments are based
on quoted bid prices. The Company’s available-for-sale financial assets represents
the PLDT stocks held under the Investees’ Subscribers Investment Plan and
corporate proprietary shares in Casino Espaiiol de Manila (CEDM)

The fair value of PLDT shares equal its year-end book value while the fair value of
the CEDM securities cannot be reasonably be determined, thus, these are carried
at cost, subject to impairment.

Long-term debt
The fair value of the long-term debt approximates its carrying value due to the

quarterly repricing of the instrument.
Fair value

The following table sets forth the carrying values and estimated fair values of the
financial assets and financial liabilities presented per class and category as of
March 31, 2009 and 2008.
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2009 2008
Carrying Fair Carrying Fair
Value Value Value Value
Financial assets
Cash P 266,240,792 P 266,240,792 P 219,316,308 P 219,316,308
Trade and other receivables
Trade 942,139,155 942,139,155 962,759,810 962,759,810
Non-trade 2,389,308 2,389,308 2,110,567 2,110,567
1,210,769,255 1,210,769,255 T,184,186,685 1,184,186,685
Available for sale secunties
Quoted 144,000 144,000 144,000 144,000
Unquoted 200,000 200,000 200,000 200,000
344,000 344,000 344,000 344,000
1,211,113,255 1,211,113,255 1,184,530,685 1,184,530,685
Financial liabilities
Trade accounts payable 270,175,520 270,175,520 246,811,828 246,811,828
Notes payable {including current portion) 1,954,996,349 1,954,996,34¢ 1,868,266,665 1,868,266,665
Acceptances payable 162,418,110 162,418,110 185,906,930 185,906,930
Other current liabilities 13,812,825 13,812,825 6,486,395 6,486,395
P 2,401,402,804 P 2,401,402,804 P2,307,471,818 P2,307,471,818
6. Cash and Cash Equivalents
This account consists of:
March 31, 2009 2008
Cash on hand /revolving fund P 1,634,178 P 1,614,177
Cash in banks 264,606,614 217,702,131
P 266,240,792 P 219,316,308

Cash in bank earn interest at the respective bank deposit rates.

The following are the details of US$ savings deposits as of March 31, 2009 and
2008:

March 31, 2009 2008
Cash in banks 1,458,510 387,322
Exchange rate 4842 47.69
Amount in peso P 70,621,062 P 18,471,395

7. Trade and Other Receivables

This account consists of:
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March 31, 2009 2008

Trade 942,139,155 962,759,810
Others 2,389,308 2,110,567
944,528,463 964,870,377

Less: Allowance for doubtful accounts 28,149,217 28,149,217

P 916,379,246 P 936,721,160

Other Receivables

This represents dividends receivable and other non-trade receivable.

The Company evaluates the possibility of losses that may arise out of the non-
collection of receivables based on a certain percentage of the outstanding balance
of receivable and on an evaluation of the current status of the account.

Allowance for doubtful accounts relates to trade receivables. No allowance was
provided on other receivables. The movement in the allowance for doubtful
accounts follows:

March 31, 2009 2008
Balance at beginning of year P 28,149,217 P 24,452,572
Charges - 3,696,645
Balance at end of period P 28,149,217 P 28,149,217
Inventories
The account consists of:

March 31, 2009 2008

Raw materials
Finished goods

P 221,293,943
778,838,854

P 211,648,940
691,389,793

P 1,000,132,797

P 903,038,733

There are no transactions or events which occurred during the year involving the
following:

* Declines subsequent to balance sheet date in market prices of inventory not
protected by firm sales contract.
¢ Changes in pricing methods and the effects thereof:

¢ Unusual purchase commitments and accrued net losses, if any, on such
commitments. (Losses which are expected to arise from firm and
noncancellable commitments for the future purchase of inventory items should,
if material, be recognized in the accounts and separately disclosed in the

income statements);
¢ The amount of any substantial and unusual write downs.

The estimated net realizable values of inventories are as follows:
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March 31, 2009 2008

Raw materials P 554,571,174 P 353,820,415

Finished goods 897,828,123 987,699,704

P 1,452,399,297 P 1,341,520,119

9. Other Current Assets
The account consists of:

March 31, 2009 2008
Prepaid marketing development P 23,632,683 P 25,243,283
Creditable withholding VAT/TAX 14,841,918 11,261,026
Bidders and performance bond 20,915,066 18,067,923
Advances to officers and employees,housing and car loans 13,284,892 12,990,618
Advances and deposits 15,877,502 19,993,812
Advances to related party - 2,000,000
Input tax (unamortized portion) 16,161,009 18,535,619

P 104,713,070 P 108,092,281

Prepaid marketing development refers to the current portion of the amount
presented in non-current asset- others and which are to be amortized within the
next twelve (12) month period.

Creditable withholding VAT and TAX refers to deductions made by customers
from their payments for our sales of goods and are creditable from VAT output tax,
upon submission of the relative Certificate of Withholding VAT from these
customers.

Bidders and Performance bond refers to cash bonds deposited with customers
as required by its bidding procedures. Bidders bond are withdrawable within
thirty (30) days from completion of bidding, while performance bonds are
withdrawable within six (6) to twelve (12) months from completion of sales
contracts.

Advances to officers and employees refers to advances for company expenses
which are subject to liquidation by concerned officers/employees within the next
twelve(12) month period. Housing and car loans includes loan assistance to
employees for acquisition of house or car and are deductible from the salaries of
concerned employees,

Advances and deposits refer to advances to supplier of goods and services and
are liquidated within the next twelve(12) month period.

Input tax refers to the Value Added Tax (VAT) due from or paid by a VAT
registered person in the course of his trade or business on importation of goods or
local purchases of goods and for services, including lease or use of property, from
a VAT - registered person. These are creditable agains the output VAT on sale of
goods and services during the taxable quarter(s), except input tax for purchases of
capital goods, the aggregate acquisition cost of which in a calendar month exceeds
one million pesos (P1.0 million) which shall be spread evenly on a monthly basis
over the estimated useful life of the capital goods.

10.Investment in Subsidiary

The movement of the Company’s investment in subsidiary is presented below:
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