Euro-Med Laboratories Phil., Inc.

09 April 2008

To the Securities and Exchange Commission
SEC Building, Edsa, Greenhills
City of Mandaluyong, Metro Manila

STATEMENT OF MANAGEMENT’S RESPON SIBILITY FOR
FINANCIAL STATEMENTS

The management of Euro-Med Laboratories Phil,, Inc. is responsible for all
information and representations contained in the consolidated financial state-
ments for the years ended December 31, 2007, 2006 and 2005. The consolid-
ated financial statements have been prepared in conformity with generally
accepted accounting principles in the Philippines and reflect amounts that
are based on the best estimates and informed judgement of management
with an appropriate consideration to materiality.

In this regard, management maintains a system of accounting and reporting
which provides for the necessary internal controls to ensure that transactions
are properly authorized and recorded, assets are safeguarded against unau-
thorized use or disposition and liabilities are recognized. The management
likewise discloses to the company’s audit committee and to its external audit-
or: ( i) all significant deficiencies in the design or operation of internal con-
trols that could adversely affect its ability to record, process, and report fin-
ancial data; ( ii ) material weaknesses in the internal controls; and (iii ) any
fraud that involves management or other employees who exercise significant
roles in internal controls.

The Board of Directors reviews the consolidated financial statements be-
fore such statements are approved and submitted to the stockholders of the
company.

For the years ended 31 December 2007, 2006, the consolidated financial
statements of the Company have been audited by Mercado, Calderon, Jara-
vata & Co., Certified Public Accountants, and for the year ended 31 Decem-
ber 2005, the consolidated financial statements of the company have been
audited by another auditors, both independent auditors and appointed by the
stockholders whose examinations are in accordance with generally accepted
auditing standards in the Philippines and have expressed their opinion on the
fairness of the presentation upon completion of such examinations, in their
reports to the Board of Directors and stockholders.
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INDEPENDENT AUDITORS’ REPORT

The Shareholders and the Board of Directors
Euro-Med Laboratories Phil., Inc. and Subsidiary
PPL Building, United Nations Avenue cor.

San Marcelino St., Manila

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Eure-Med Laboratories
Phil., Inc. and Subsidiary which comprise the consolidated balance sheets as of December 31, 2007
and 2006 and the related consolidated statements of income and expenses, changes in equity and cash
flows for the years then ended, and a summary of significant accounting policies and other explanatory
notes.

The consolidated financial statements as of and for the year ended December 31, 2005, which were
presented for comparative purposes were examined and reported on by another independent auditors
whose report dated April 5, 2006, expressed an unqualified opinion thereon.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards. This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with Philippine Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free 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 judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Euro-Med Laboratories Phil., Inc. and Subsidiary as of December 31, 2007 and 2006,
and of its financial performance and its cash flows for the years then ended in accordance with
Philippine Financial Reporting Standards.

MERCADO CALDERON JARAVATA & CO.

NAPOLEON Al CALDERON
Partner (signing fir the firm)
PRC Registration No. 041369
Issued on June i, 1980

Effective until September 17, 2009
TIN no. 102-921-214

P.T.R. No. 0997757

Issued on January 16, 2008
Makati City

BIR A.N. 08-003338-1-2006
Issued on July 2006

Effective until July 2009

SEC Accreditation No. 0060-AR-1
Issued on February 2, 2007
Effective until 1 February 1, 2010

April 9, 2008
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INDEPENDENT AUDITORS’ REPORT

The Shareholders and the Board of Directors
Euro-Med Laboratories Phil., Inc. and Subsidiary
PPL Building, United Nations Avenue cor.

San Marcelino St., Manila

We have audited the financial statements of Euro-Med Laboratories Phil., Inc. and Subsidiary as of December
31, 2007, on which we have rendered the attached report dated Aprif9, 2008.

In compliance with Securities Regulation Code Rule 68, we are stating that the above Company has a total of
five hundred eighty six (586) shareholders owning one hundred (100) or more shares each.

MERCADO, CALDERON, JARAVATA & CO.

NAPOLEON ALDERON
Partner (Signi
PRC Registratigh No. 041369
Issued on June 21, 1980

Effective until September 17, 2009
TIN No. 102-921-214

P.T.R. No. 0997757

Issued on January 10, 2008

Makati City

BIR A. N. 08-00-3338-1-2006
Issued on July 12, 2006

Effective until July 12, 2009

SEC Accreditation No. 0060-AR-1
Issued on February 2, 2007
Effective until February 2, 2010

April 9, 2008
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EURO-MED LABORATORIES P

BALANCE SHEETS
H ~—r
R e 22
8 i /ﬁ{’g {  Dece¢mber 31
Notes ) - eed 2006 F 2005
LRI 4
ASSETS Poilatd ;{
Current . -
Cash and cash equivalents 28,4 P 303,183,128 P 278,927,935 P 171,413,350
Trade and other receivables, net 2.10,5 685,906,844 564,820,124
Inventories 2.11,6 466,324,801 361,166,960
Others 2.14,7 48,045,681 41,564,640
1,655,591,241 1,479,205,261 1,138,965,074
Non-current
Property, plant and equipment 2.12,8 3,897,082,436 3,978,494,590 3,951,483,641
Others 2.14-.15,9 159,559,801 135,552,898
4,075,303,713 4,138,054,391 4,087,036,539
TOTAL ASSETS P 5,730,894,954 P 5617,259,652 P 5226,001,613
LIABILITIES AND EQUITY
Current
Trade accounts payable 2.16,10 P 67,111,043 P 90,066,396 P 47,853,380
Notes payable 2.18, 11 1,407,266,667 1,109,666,667 1,032,000,000
Acceptances payable 12 112,801,119 55,733,080
Income tax payable 221,3.3,29 50,836,808 47,440,452
Installment contract payable 13 2,117,291 1,978,777
Others 14 34,953,619 11,452,262
1,654,012,464 1,400,441,900 1,196,457,951
Non-current
Notes payable 218,11 585,999,998 988,866,665 1,062,000,000
Installment contract payable 13 149,255,904 151,521,406 153,638,697
Deferred credits 15 5,400,000 2,700,000
740,655,902 1,145,788,071 1,218,338,697
Equity 17,18, 19 3,336,226,588 3,071,029,681 2,811,204,965

TOTAL LIABILITIES AND EQUITY

P 5,730,894,954

P 5,617,259,652 P 5,226,001,613

The notes on pages 7 to 37 are an integral part of these financial statements.

Mercavo Carperon Jaravata& Co 3
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EURO-MED LABORATORIES PHIL., INC. AND SUBSIDIARY

STATEMENTS OF INCOME AND EXPENSES

Years Ended 31 December

Notes 2007 2006 2005
NET SALES 217,20 P 2,372,254,262 P 2,173,164,046 P 1,668,561,937
COST OF GOODS
MANUFACTURED AND SOLD 23 1,299,198,445 1,112,289,632 783,132,792
GROSS PROFIT 1,073,055,817 1,060,874,414 885,429,145
Administrative and selling expenses 24 (274,225,473) (256,183,343) (205,309,619)
Distribution expenses 25 (167,816,405) (156,145,678) (128,722,877)
Finance income 2.17,21 2,755,307 3,153,795 1,877,780
Finance costs 26 (217,620,994) (248,044,076) (190,497,262)
Foreign exchange gain(loss) 2.20,33 (12,421,163) (7,882,758) -
Miscellaneous 22 3,231,407 3,997,365 1,497,324
INCOME BEFORE INCOME TAX 406,958,496 399,769,719 364,274,491
PROVISION FOR INCOME TAX 2.21,3.3,2¢ 142,461,849 139,945,003 118,403,872
NET INCOME P 264,496,647 P 259,824,716 P 245,870,619
EARNINGS PER SHARE
Basic and Diluted 2.22,30 P 0.09 P 0.10 P 0.11

The notes on pages 7 to 37 are an integral part of these financial statements.

Mercano Carperon Jaravara & Co
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EURO-MED LABORATORIES PHIL., INC. AND SUBSIDIARY

STATEMENTS OF CHANGES IN EQUITY

Share Share Retained
capital premium earnings Total
(Note 17, 18) reserve (Note 16, 17, 19) equity
Balances, January 1, 2005 2,420,000,000 66,609,227 78,725,119 P 2,565,334,346
Net income for 2005 - - 245,870,619 245,870,619
10% Stock dividend 242,000,000 - (242,000,000) -
Balances, December 31, 2005 2,662,000,000 66,609,227 82,595,738 2,811,204,965
Net income for 2006 - - 259,824,716 259,824,716
10% Stock dividend 266,200,000 - (266,200,000) -
Balances, December 31, 2006 P 2,928,200,000 P 66,609,227 P 76,220,454 P 3,071,029,681
Prior year's adjustment 700,260 700,260
Net income for 2007 264,496,647 264,496,647
10% Stock dividend 292,820,000 - (292,820,000) -
Balances, December 31, 2007 P 3,221,020,000 P 66,609,227 P 48,597,361 P 3,336,226,588

The notes on pages 7 to 37 are an integral part of these financial statements.
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EURO-MED LABORATORIES PHIL., INC. AND SUBSIDIARY

STATEMENTS OF CASH FLOWS

Years ended December 31

Notes

2007

2006

2005

CASH FLOWS FROM OPERATING ACTIVITIES

Income before income tax
Adjustment for:

P 406,958,496

P 399,769,719

P 364,274,491

Depreciation and amortization 8,23 166,179,888 164,459,954 140,393,662
Finance costs 26 217,620,997 248,044,076 190,497,262
Provision for bad debts 24 3,653,208 3,838,828 3,983,499
Foreign exchange (gain) loss 2.20, 33 12,421,163 7,882,758 -
Finance income 2.17,21 (2,755,307) (3,153,795) (1,877,780)
Miscellaneous income 22 (3,231,407) (3,997,3695) (1,497,324)
Prior year adjustments 16 700,260 - (819,482)
Operating income before working capital changes 801,547,298 816,844,175 694,954,328
Changes in assets and liabilities:
Increase in:
Trade and other receivables 5 (106,379,521) (121,086,720) (129,745,537)
Inventories 6 (4,854,249) (105,157,841) (66,081,605)
Other current assets 7 (41,050,225) (6,481,041) (23,417,803)
Increase (decrease) in:
Trade accounts payable 10 (22,955,353) 42,213,016 (8,861,351)
Acceptances payable 12 (17,593,716) 57,068,039 691,392
Other current liabilities 14 (8,345,985) 23,501,357 (3,822,755)
Cash generated from operations 600,368,248 706,900,985 463,716,669
Interest received 2,743,842 3,132,798 1,863,925
Income taxes paid (146,934,198) (133,380,006)  (105,531,744)
Interest paid (221,117,879) (264,768,168)  (188,661,081)
Net cash provided by operating activities 235,060,013 311,885,609 171,387,769
CASH FLOWS FROM INVESTING ACTIVITIES
Payment for the acquisition of
property, plant and equipment 8 (84,767,737) (185,624,827) (466,152,321)
Dividend received 8,350 6,150 8,550
Decrease (increase) in other non-current assets 9 (18,661,475) (24,006,903) (25,168,927)
Net cash used in investing activities (103,420,862) (209,625,580)  (491,312,698)
CASH FLOWS FROM FINANCING ACTIVITIES
Net proceeds from availment of notes payable (105,266,667) 4,533,332 339,000,000
Payment on installment contract payable 13 (2,117,291) (1,978,777) (1,849,324)
Increase (decrease) of deferred credits 15 - 2,700,000 (2,700,000)
Net cash provided by (used in) financing activities (107,383,958) 5,254,555 334,450,676
NET INCREASE IN CASH AND CASH EQUIVALENTS 24,255,193 107,514,584 14,525,747
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 4 278,927,934 171,413,350 156,887,603
CASH AND CASH EQUIVALENTS, END OF YEAR 2.8,4 P 303,183,127 P 278,927,934 P 171,413,350

The notes on pages 7 to 37 are an integral part of these financial statements.

MERCADO CALDERON JARAVATA & CO 6
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EURO-MED LABORATORIES PHIL., INC.
AND SUBSIDIARY

NOTES TO FINANCIAL STATEMENTS

1.

Corporate information

Euro-Med Laboratories Phil., Inc. (Euro-Med/the Parent) began its commercial production in 1991 after it
has been registered with the Bureau of Food and Drugs (BFAD) to manufacture pharmaceutical products
of large and small volume parenterals and other solutions such as ophthalmic, inhalation, irrigation and
dialysis. Euro-Med is currently the largest manufacturer of high quality intravenous fluids in the
Philippines.

The consolidated financial statements of the Company for the years ended December 31, 2007, 2006 and
2005 comprised of the Parent and its only subsidiary, 102 E. De Los Santos Realty Co., Inc. (102
EDSA/the Subsidiary), a 100% owned firm acquired in May 2000. The Subsidiary is involved in leasing
out investment property.

Euro-Med is a publicly listed corporation incorporated and domiciled in the Philippines. The Parent
Company was registered with the Securities and Exchange Commission (SEC) on January 29, 1988. Its
registered office address is at PPL Building, United Nations Avenue cor. San Marcelino St., Manila.

Euro-Med had its first listing on the Philippine Stock Exchange (PSE) on July 2, 1998.

102 EDSA was incorporated in the Philippines and registered with the Securities and Exchange
Commission on May 23, 1975. Its registered office address is at 102 E. Delos Santos Avenue,
Mandaluyong City.

These financial statements have been authorized for issue by the Board of Directors on April 9, 2008.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of the financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

2.1 Basis of Preparation

The consolidated financial statements have been prepared on a historical cost basis which are presented in
Philippine peso. Amounts are rounded off to the nearest peso, except when otherwise indicated.

The preparation of consolidated financial statements in conformity with PFRS requires management to
make judgments, estimates and assumptions that affect the application of policies and reported amounts
of assets, liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances,
the results of which form the basis of making the judgments about the carrying values of assets and
liabilities that are not readily apparent from other sources. Actual results may differ from those estimates.
The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates
are significant to the financial statements are disclosed in Note 3.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision of future periods if the revision affects both current and future
periods.

Mercano CaLperon Jaravata& Co 7
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EURO-MED LABORATORIES PHIL., INC. AND SUBSIDIARY
Notes to Financial Statements — December 31, 2007

2.2 Statement of Compliance

The consolidated financial statements were prepared in accordance with the Philippine Financial
Reporting Standards (PFRS). The term PFRS includes all applicable PFRS, Philippine Accounting
Standards (PAS) and interpretations which have been approved by the Accounting Standards Council
(now called, Financial Reporting Standards Council or FRSC) and adopted by the SEC, including SEC
pronouncements.

2.3 Basis of Consolidation

The consolidated financial statements include the financial statements of the Parent Company and its
wholly owned subsidiary for each year presented. The financial statements of the subsidiary were
prepared in November 30, 2007, 2006 and 2005 using the same accounting policies.

Subsidiary

Subsidiary is an entity that is controlled by another entity known as the parent company. Control exists
when the Company has the power, directly or indirectly, to govern the financial and operating policies of
an entity so as to obtain benefits from its activities. In assessing control, potential voting rights that
presently are exercisable or convertible are taken into account. The financial statements of the subsidiary
is included in the consolidated financial statements of the Company from the date that control commences,
being the date of acquisition, until the date that control ceases.

Upon the adoption of PAS 27, “Consolidated and Separate Financial Statements” in the beginning of the
year 2005, the Company changed its accounting method to account for its 100% investment in its
subsidiary, 102 E. Delos Santos Realty Co., Inc., from equity method to cost method.

The consolidated financial statements are prepared using uniform accounting policies for like transactions
and other events in similar circumstances. All significant intercompany transactions and balances are
eliminated in the consolidation.

The cost of an acquisition is measured at the fair value of the assets given, equity instruments issued and
liabilities incurred or assumed at the date of exchange, plus cost directly attributable to the acquisition.
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are
measured initially at their fair value at the acquisition date, irrespective of the extent of any minority
interest.

Any excess of the cost of the business combination over the Parent’s interest in the net fair value of the
Subsidiary’s identifiable assets, liabilities and contingent liabilities represents goodwill.

2.4 Functional and Presentation Currency

The consolidated financial statements of the Company are measured using the currency of the primary
economic environment in which it operates ("the functional currency”). The consolidated financial
statements are presented in Philippine peso, which is the Company’s functional and presentation
currency. All values are rounded to the nearest peso unless otherwise indicated.

2.5 Use of Estimates and Judgments

The preparation of consolidated financial statements requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates.

2.6 Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financial years except that the
Company has adopted the following new and amended PFRS and Philippine Interpretations from
International Financial Reporting Interpretation Committee (IFRIC) during the year. Adoption of these
revised standards and interpretations did not have any effect on the Company’s consolidated financial
statements. These, however, required additional disclosures on the financial statements.

Mercapo CaLperon Jaravara & Co 8
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EURO-MED LABORATORIES PHIL., INC. AND SUBSIDIARY
Notes to Financial Statements — December 31, 2007

e PFRS 7, Financial Instruments - Disclosures. PFRS 7 includes all of the disclosure requirements relating
to financial instruments and will replace the disclosure section of PAS 32 Financial Instruments:
Disclosure and Presentation and all of PAS 30 Disclosures in the Financial Statements of Banks and
Similar Financial Institutions. PAS 32 will then contain only presentation requirements for financial
instruments. The most significant additional disclosure requirements of PFRS 7 (compared to PAS 32 and
PAS 30) are as follows: (a) qualitative risk disclosures are to include information on the processes that an
entity uses to manage and measure its risks, (b) quantitative data about the exposure to each type of risk
(including credit risk, liquidity risk and market risk) arising from financial instruments, (c) information
about the credit quality of financial assets that are neither past due nor impaired, (d) an analysis of
financial assets that are past due or impaired, including a description of collateral held as security and its
fair value, () a market risk sensitivity analysis which includes the effect of a reasonably possible change
in the risk variables, along with the methods and assumptions used in preparing the analysis. The adoption
of the Standard did not have a direct impact on the amounts included in the Company’s financial
statements. However, the new Standard resulted to changes in the financial instrument disclosures
included in the Company’s financial statements.

Amendments to PAS 1, Presentation of Financial Statements - Capital Disclosure. This amendment,
which is effective for annual periods beginning on or after January 1, 2007, requires entities to disclose
information that enables readers to evaluate the entity’s objectives, policies and processes for managing
capital. The disclosures are based on information provided internally to key management personnel, and
will include: (a) the objectives, procedures and policies used to manage capital (b) a description of what
the entity manages as capital, the nature of any externally imposed capital requirements (if any) and how
it meets objectives for managing capital, (¢) quantitative information about what the entity manages as
capital and any changes from the prior period, (d) whether the entity complied with externally imposed
capital requirements and the consequences of any non-compliance, (if applicable). Additional disclosures
required were included in the financial statements, where applicable.

Philippine Interpretation IFRIC 7, “ Applying the Restatement Approach under PAS 29, Financial
Reporting in Hyperinflationary Economies” — the Company adopted the interpretation in 2007 which
requires that when a country becomes hyperinflationary, PAS 29 must be applied as if the country had
always been hyperinflationary and it provides guidance on calculating deferred taxes and comparatives.

Philippine Interpretation IFRIC 8, - “Scope of PFRS 2” — This interpretation requires PFRS 2 to be
applied to any arrangements in which the entity cannot identify specifically some or all of the goods
received, in particular where equity instruments are issued for consideration which appears to be less than
fair value.

IFRIC 9, Reassessment of Embedded Derivatives. The Interpretation clarifies whether an entity should
reassess whether an embedded derivative needs to be separated from the host contract after the initial
hybrid contract is recognized. It concludes that reassessment is prohibited unless there is a change in the
terms of the contract that significantly modifies the cash flows that otherwise would be required under the
contract, in which case reassessment is required. As the Company has no such transactions, this
interpretation did not have any effect on the financial statements.

IFRIC 10, Interim Financial Reporting and Impairment. IFRIC 10 addresses an inconsistency between
PAS 34, Interim Financial Reporting and the impairment requirements relating to goodwill in PAS 36,
Impairment of Assets and equity instruments classified as available for sale in PAS 39 Financial
Instruments: Recognition and Measurement. The Interpretation states that the specific requirements of
PAS 36 and PAS 39 take precedence over the general requirements of PAS 34 and, therefore, any
impairment loss recognized for these assets in an interim period may not be reversed in subsequent
interim periods. The adoption of this interpretation did not have any effect on the financial statements of
the Company.

Mercapo CaLperoN JaravaTa & Co 9
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EURO-MED LABORATORIES PHIL., INC. AND SUBSIDIARY
Notes to Financial Statements — December 31, 2007

2.7 Future Changes in Accounting Policies

The following are the new accounting standards, amendments to existing standards and interpretations
that will become effective subsequent to 2007.

* PFRS 8, Operating Segments (effective for annual periods beginning on or after January 1, 2009)
adopts a management approach to reporting segment information. PFRS 8 will replace PAS 14,
Segment Reporting.

* Amendment to PAS 23, Borrowing Costs (effective for annual periods beginning on or after January 1,
2009)

e Amendment to PAS 1, Presentation of Financial Statements, which will be effective for annual periods
beginning on or after January 1, 2009, introduces new disclosures to aggregate information in the
financial statements on the basis of shared characteristics. Additional disclosures required by this
amendment will be included in the financial statements when this amendment is adopted.

¢ Amendment to PAS 32 and PAS 1. Puttable Financial Instruments, (will be effective for annual
period beginning on or after January 1, 2009). The amendment to PAS 32 requires certain puttable
instruments and obligations arising on liquidation to be classified as equity if certain criteria are met.
The amendment to PAS requires disclosure of certain information relating to puttable instruments
classified as equity. The Company does not expect these amendments to impact the financial
statements of the Company.

* Philippine Interpretation IFRIC 12, Service Concession Arrangements, (effective for annual periods
beginning on or after January 1, 2008).

 Philippine Interpretation IFRIC 13, Customer Loyalty Programmes, (will become effective on July 1,
2008). This interpretation requires customer loyalty award credits to be accounted for as a separate
component of the sales transaction in which they are granted and therefore part of the fair value of the
consideration received is allocated to the award credits and deferred over the period that the award
credits are fulfilled. The Company expects that this interpretation will have no impact on the
Company’s financial statements as no such schemes currently exist.

¢ Philippine Interpretation IFRIC 14, PAS 19, The Limit on a Defined Benefit Asset, Minimum Funding
Requirements and their Interaction (effective for annual periods beginning on or after January 1, 2008).

2.8 Cash and Cash Equivalents

Cash includes cash on hand and in banks and revolving fund. This account is recorded at face value. Cash
equivalents are short-term, highly liquid investments that are readily convertible to known amount of cash
with original maturities of three months or less and that are subject to an insignificant risk of change in

value.
2.9 Financial Assets and Financial Liabilities

Financial assets within the scope of PAS 39 are classified as either, financial assets at fair value through
profit or loss (FVPL), held-to-maturity (HTM) investments, available-for-sale (AFS) investments, or
loans and receivables financial assets, as appropriate. Financial liabilities on the other hand are classified
as either financial liabilities at FVPL or other liabilities, as appropriate. The Company determines the
classification of its financial assets and financial liabilities at initial recognition and where allowed and
appropriate, reevaluates this designation at each financial year end.

Financial assets and financial liabilities are recognized initially at fair value. Directly attributable
transaction costs, if any, are included in the initial measurement of financial assets and financial liabilities,
except for any financial instruments measured at FVPL. The Company recognizes a financial asset or
financial liability in the balance sheet when it becomes a party to the contractual provision of the
instruments. All regular way purchases and sales of financial asset are recognized on the trade date, i.e.

Mercabo Carperon Jaravata& Co 10
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