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

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

1. For the fiscal year ended Dec. 31, 2012

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

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

5. Philippines 6 {(SEC Use Only)
(Province, country or other jurisdiction of Industry Classification Code:

incorporation or crganization)

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 Seclions 8 and 12 of the SRC, or Sections 4 and 8 of the RSA

Number cf Shares of Commaon Stock Outstanding
Title of Each Class and Amount of Debt Outstanding

Common Stock 4,112,140,540 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{ ]

13. The aggregate market value of the voting stock held by non -affiliates of the registrant amounted to
£ 1,042,471,980 (based on closing market price on March 27, 2013 of R 1.72 per share).



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 re-
gistration approvals from the Food and Drug Administration Philippines (FDA). Euro-Med began
commercial production in 1991. The parent Company (Euro-Med) is engaged in the manufacture of
pharmaceutical 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
defined as any fluid applied direcily 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 sterile
water for injection, and other solutions such as ophthalmic, inhalation, irrigation and diatysis. The
Company is the largest manufacturer of high quality intravenous fluids in the Philippines. Euro-Med
is the parent company of the following two (2) subsidiaries:

1. Hemotek Renal Center, Inc. (Hemotek /the Subsidiary), a 100% owned firm which was incorpor-
ated in June 2008 and is engaged as a dialysis center.

-2. CafeFrance Corp. ( CafeFrance / the Subsidiary), a 100% owned firm which was newly incporated
in August 2010 and is engaged to operate restaurants, bakeries, food services, catering, food
production and other related services incidental thereto.

Previously , Euro-Med has a subsidiary entity. 102 E. Delos Santos Realty Co., Inc. (102 EDSA),
a 100% owned firm acquired in May 2000 which is engaged in the rental of property. 102 EDSA'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 Euro-Med that expired on June 30, 2012 and

was renewed for another one (1) year period ending on June 3¢, 2013.

On May 9, 2012, Euro-Med entered into a Share Purchase Agreement and sold all its shares of
stock in 102 E. De Los Santos Realty Co.Inc. to SM Development Corporation (SMDC) for a total
selling price of P1.25 billion.A 50% downpayment of the total selling price, equivalent to P625.0
million, was received on May 9, 2012 and the remaining balance of P625.0 million will be paid at
the end of the thirty-sixth (36%) month from the signing of the Agreement or any other date as the
parties may agree in writing.

Transfer of the shares to SMDC is expected to occur at the agreed closing date and turn-over of 102
EDSA's land devoid of any improvements thereon.

The sale of all the shares of 102 EDSA. to SMDC was authorized, approved and ratiﬁf:d'by the stock
holders during the annual shareholders' meeting held on June 20, 2012.

The Company is 58.41% owned by its ultimate parent company, U.S.Automotive Co. Inc., which is
also incorporated in the Philippines.

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 ad-
ministered 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 excep-



tionally high level of purity of the dosage form must be achieved. For this reason, the preparations
of parenteral products have become a highly specialized area in pharmaceutical manufacturing.

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 light-
weight. Euro-Med’s plastic container does not require air introduction in order to be dispensed
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 Food and Drug Administration (FDA) formerly
BFAD prior to its release in the market. More products in various stages of development will be in-
troduced in the market to broaden the Company’s product line.

Large Volume Parenterals

LVP apply to single dose injections intended for intravenous use and are packaged in containers
labeled 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 intravenous in-
jection 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
mlL, 2.5mL, 3 mL, 4 mL, 10 nL, and 20 mL plastic ampoules. Euro-Med’s container of plastic vi-
als has a rubber stopper which permits the insertion of a needle from a hypodermic syringe and the
withdrawal of part of the solution.

Specialty Fluids

These fluids may or may not be intravenous products used for surgical and non-surgical procedures.
Dialysis Solutions are used in the management of renal failure and poisoning. They allow the select-
ive 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 mem-
branes 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 Solution is a concen-
trated solution of electrolytes in Water for Injection. It is formulated such that when the concen-
trated solution is diluted in the prescribed manner, the electrolyte content will be similar to that of
extracellular fluid or plasma. ¥ is used in the management of renal failure and poisoning by allow-
ing 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 parenterally. The Mannitol In-
jection 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 ireat-
ment 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 ampoules.



Medical Devices

In April 2006, Hospira Philippines Inc. appointed Euro-Med as its exclusive distributor of Hospira
Venisystem products such as Venipuncture sets, [V Administration sets, and 1V Equipment in the
Philippines. The distribution agreement is valid unti} the end of March 2008 and is being renewed
automatically for one(l) year period.

Limulus Amebocyte Lysate (LAL) Test

The LAL test is an endotoxin test derived from the blood of the Horseshoe Crab (Limulus Poly-
phemus). Endotoxins are lipopolysaccharide fractions of the cell wall of gram-negative bacteria,
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 iniravenous 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 pyro-
gen 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 accredited 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 val-
id until the end of 2003 and is automatically renewed every two (2) years.

Bottled Water

Euro-Med has launched its own brand of distilled drinking water in various sizes ranging from 350
mlL. to 4000 mL. These products are manufactured from its plant in Cavite and Mandaluyong to en-
sure high quality bottled water.

Toll Manufacturing

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

Euro-Med’s Cavite plant has equipment to manufacture liquid and semi-liquid cosmetic and health-
care 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

The company has launched new products in the market such as:

1. Floucinonide 500 mcg/g (0.05%), 5 gms and 10 gms
Brand Name: Lidemol Cream 0.05%

2. Floucinonide 0.05% Cream, 5gms
Brand Name: Lidex Cream 0.05%

3. Floucinonide / Neomcycin Sulfate / Gramicidin/Nystatin

per g:500 mcg/5 mg/250 mcg, 100,000 IU., 5 gms
Brand Name: Lidex NGN Emollie;nt Cream

4, Floucinonide 0.05% Ointment, Sgms
Brand Name: Lidex Ointinent 10 Cream
5. Floucinolone Acetonide / Nemoycin Sulfate per g: 100 meg/5 mg Cream, Sgms
Brand Name: Neo-Synalar 253 Cream
6. Floucinolone Acetonide/Neomyecin Sulfate0.5%/0.025% Cream, 5 gms
Brand Name: Neo=Synalar 25 Cream
7. Floucinolone Acetonide 100 meg/g (0..01%) Ointment, Sgms
Brand Name: Synalar 10 Ointment
8. Floucinolone Acetonide 100 meg/g Cream, Sgms

Brand Name: Synalar 10 Emol Cream
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9. Floucinolone Acetonide 0.02% Oitnment, Sgms
Brand Name: Synalar 25 Ointment
10, Floucinolone Acetonide 250 meg/g Cream, 5 gms
Brand Name: Synalar 25 Emol Cream
11. Floucinolone Acetonide 2 mg/g (0.2%) Cream, 5 gms
Brand Name: Synalar HP Cream 0.20%
12. Floucinolone Acetonide/ Polymycin B Sulfate Neomycin Sulfate
Per mL: Otic Solution: 250 meg/ 10,000 IU/5 mg, 5 mL
Brand Name: Synalar 25 Qintment

Effects of existing or probable governmental regulations on the business

Pharmaceutical products in the Philippines are required to be registered with the FDA 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 FDA or the similar foreign counter-
part. Any significant delay in the registration of new products with the FDA could affect the Com-
pany’s financial performance. The Company is not aware of any probable governmental regulation,
which will have a significant effect on its business.

Transactions with or/an dependence on related parties

The group, in the regular course of business, transact with related parties, which may consist but
not limited to the following;

Purchase of goods and services. ‘

Cash advances for working capital purposes.

Lease of the Company's main office from the ultimate parent of the group.

Regular bank transactions with an affiliate.

The parent company provides management and accounting consultancy services to its
subsidiaries.

See Note 22 to Consolidated Financial Statements for detailed transactions with Related Parties.

Patents, trademarks, licenses, franchises, concessions, or royalty agreements including dura-
tion:

The Company’s wide range of parenteral and other pharmaceutical products are all registered with
BFAD now Food and Drug Administration (FDA) with the corresponding Certificate of Product Re-
gistration (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 FDA he 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. Drug Trader

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:

. EURC-MED
. EUROPERSOL

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

Multisol

RN E



6. Intrapersol

7. Multi-Ion MB
8. Eurosol-R

9. Eurosol-MK
10.Eurosol- M
11. LM

In 2011, the Company acquired the international trademarks “Lidex®”, “Lidemol®”, “Synelar®”,
owned by and registered under the name of Stiefel Laboratories, Inc., (Stiefel US) and “Dobutrex®”,
owned and registered under the name of Glaxosmithkline Philippines, Inc. (GSKPI) and all registered

intellectual property rights associated with these trademarks, through the assignment by Stiefel US and
GSKFPI of the subject trademarks to the Company.

Employees and labor contract

As of December 31, 2012, Euro-Med (Parent Company) employs a total of 390 employees, consist-
ing of 16 Executive Cfficers, 84 Managerial and 790 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 IV, Euro-Med Employ-
ees Union won and was subsequently certified on November 15, 1999 as the sole and exclusive bar-
gaining agent of regular rank and file employees of Euro-Med Laboratories Phil., Inc. for purposes
of collective bargaining, A new collective bargaining agreement was ratified on March 13, 2009 that

would cover the period January 1, 2010 to December 31, 2014. Among others, the CBA provide for
the following benefits:

(2) 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

Euro-Med is the Parent Company of two (2) subsidiaries:

1. Hemotek Renal Center, Inc., a 100% owned firm which was incorporated in June 2008 and
is engaged as a dialysis center. This subsidiary has a total of 161 employees as of Decem-
ber 31, 2012.

2. CafeFrance Corp. ( CafeFrance / the Subsidiary), a 100% owned firm which was newly In-
cor porated in Aungust 2010 and is engaged to operate restaurants, bakeries, food services,
catering, food production and other related services incidental thereto. The subsidiary has a
total of 47lemployees as of December 31, 2012,

Raw Materials

Euro-Med’s raw materials are obtained on a competitive basis from various local and foreign suppli-
ers. The Company always maintain at least two (2) or more suppliers of its material requirements, so
that it would not be dependent on only one (1) supplier. There are no major existing supply con-
tracts. 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

Indastry Data

The Philippine IV Fluid market at present does not have complete information and studies frc?m 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 hospit-
als, 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 percent (80%)
market share in the country (based on Company data). Euro-Med competes with other companies
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 relations.
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 dedicated sales
team. The Company has 2 customer base composed of more than 8,000 institutions nationwide. The
Company’s sales, therefore, are not dependent on one or a few major customers and no customer ac-
counts for more than ten percent (10%) of the Company’s sales. Among the Company’s customers
are hospitals, clinics, drugstores, medical distributors and traders as well as corporate/industrial ac-
counts. Euro-Med’s primary customers are hospitals all over the country. Hospitals can be either
private or government sub-divided into primary, secondary and tertiary levels, depending on the bed
capacity and hospital equipment. In 2012 sales to hospitals and clinics accounted for approximately
70% of total revenues. Sales to drugstores reached 19% while combined revenues from distributors,
traders, industrial accounts and laboratories reached approximately 11% 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 dis-
tribution network providing prompt and efficient delivery service to customers. The Company main-
tains fourteen (14) depots strategically located in key cities all over the country. There are currently
six (6) depots in Luzon including the Central Warehouse in Cavite, four (4) in Visayas and four (4)
in Mindanao. At present, Euro-Med is leasing these provincial depots except Plaridel, Bulacan
which is owned by the Company.

To ensure on-time delivery of Euro-Med products to its customers, the Company uses local trucking
companies for its nationwide distribution, To transfer finished goods from its Central Warehouse in
Cavite plant to the provincial depots specifically in the Visayas and Mindanao areas, Euro-Med util-
izes 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 2010, 2011 and 2012,
export sales contributed approximately 13%, 15% and 16% respectively of total Company sales.
The Company expects this figure to rise in the succeeding years. The Company products are impor-
ted 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:

2010 2611 2012
REGION P('000) %a P('000}) % P('000) %
ASEAN P- 317,903 62.0% B 310,638 634% B 322239 64.1%
Other Asia 64,061  12.5% 66,575 13.6% 69,693 13.9%
Africa 58,435 114% 53,487 10.9% 67,001 13.3%
Others 72,025  14.1% 59,145  12.1% 43,329 8.7%

Total 2 512,424 100% B 489,845 100% 2 502.762 100%




Research and Development

Euro-Med is continuously developing additional pharmaceutical products for ophthalmic, inhalation,
irrigation and other health care purposes. In 2010, 2011 and 2012, the Research and Development
Department of Euro-Med spent B 19.6 million,  16.7 million and £ 18.9 million respectively to de-

velop new products. The funds were used to purchase raw materials and laboratory equipment 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 laboratory 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 pharmaceutical
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 equipment
to comply with environmental regulations. Annual expenditures to maintain and operate the pollu-
tion facility currently amount to about B 2.0 million. The Company adopts a proactive approach 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 increases
in world prices of these raw materials will result in an increase in the Company’s production cost.
The Company always maintain at least two (2) or more suppliers of its material requirements, so that
it would not be dependent in only one (1) supplier and to provide room for negotiating prices for
three (3) months, six (6) months or one (1) year contracts.

e 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 coun-
terpart. Any significant delay in the registration of new products with BFAD could affect the Com-
pany’s financial performance. The Company has employed a full-time regulatory officer to fol-
low-up applications for product registrations.

¢ Foreign Exchange

Most of Euro-Med’s raw materials are imported from various sources abroad. Payment for these im-
ports 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 continuously ex-
panding its export sales to different countries to increase its U.S. Dollar revenues as an hedge to cur-
rency fluctuations. The company has exposures in foreign currencies, primarily in US dollars. F or-
eign 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 denom-
inated loans only and maintaning US$ accounts where export proceeds are maintained from which
payments for imports are made

Medical Supplies ] )
At present, Hemotek’s medical supplies are primarily sourced from local suppliers which act as  dis-
tributors of other countries. These supplies are used mainly for the patient’s dialysis treatment and
other medicines as needed during the treatment. Increase or decrease in prices of supplies affects the
dialysis rates and medicines. To avoid sudden price changes, the Company always .mz.lintains at least
three (3) or more suppliers of its item of medical supplies to provide room for negotiation of prices.



Receivables from Philippine Charity Sweepstakes Office (PCSO)

Some dialysis patients are receiving Guaranty Letters (GL) as government assistance from PCSO.
Consumption of GL amount is monitored daily per patient to avoid overcharge to PCSO GL. Once
GL amounts are fully consumed by the patient, statement of account (SOA) is prepared and submit-
ted to PCSO for the processing of payment to the Company. Constant monitoring of PCSO eceivable
is needed for the preparation of SOA which will serve as the basis of PCSO for the payment of the
Company’s receivable.

Receivables from Philippine Health Insurance Corp. (Philhealth)

The company accepts patients which are Philhealth members. These receivables are monitoreder pa-
tient both in the head office and in branches so that all charges reimbursable from Philhealth are
properly accounted. The Philhealth officer prepares transmittal form for submission to Phithealth.
Checking of payments against transmittal form previously received by Philheaith and verification of
Philhealth eligibility are being done in the head office to ensure that all charges to Philheaith are be-
ing collected by the Company.

Medical Practice Risks
Hemotek Stand alone units do not accept critical patients and refer these to hospitals, Hemotek Hos-
pital Units risk falls under the management of the hospital.

Raw Materials.

CafeFrance prides itself as the place for fresh and healthy food. Sourcing of the raw materials that
go Into every CafeFrance product is therefore of paramount importance, requiring a good balance
between managing costs and ensuring a reliable, uninterrupted and abundant supply that meet its
quality standards for freshness, safety and consistency. The flour that is used in its baked products
is imported all the way from France, and all the fresh produce that are used in all the stores go
through a careful inspection and selection process, demanding huge man-hours of quality control.
As perishable raw materials are sus ceptible to price fluctuations, it has been a challenge for the Pur
chasing function to meet demand requirements within cost budgets. Since stock-outs translate io
lost revenue, the Company has had to keep a balance between managing margins and biting the
bullet to buy these raw materials at higher costs, just to keep the customer relationship and
ensure vendor’s continuity of supply. One of the strategies being adopted is to go directly to the
source of these raw materials to save on middle-men costs, look for substitute raw materials
without compromising flavor and quality, and or accredit and maintain more suppliers  whose
pooled supply capacity can meet our requirements. We have also taken to locking these
vendors on supply agreements for a quarter or more, just to manage the cost volatility and
reasonably predict and ensure product margins.

Stores

CafeFrance stores are insured against fire, food poisoning, loss of money and securities inside the
stores’ premises due to robbery or burglary, as well as liability for accidents within the stores
premises While insurance costs are high, the Company has opted to get a comprehensive insurance
coverage to manage its risks from the above incidents, thereby limiting possible losses arising
from any of the above incidents.

e Manpower

The Company is highly dependent on its human resources, investing heavily in the training_ of per
somnel in its stores and its Commissary. All personnel in the commissary are compliant with gov
ernment-mandated clearances for workers in the food industry, and some of them even have

special accreditations and licenses beyond what the government requires. Our coterie of personne-l
at the stores all went through arigorous selection process and a uniform service standards train
ing; but beyond the costs of recruitment and training, the Company continues to contend w:t.h.t
he industry reality of employee turnover. Employee retention has been a challenge, an_d to mitig
ate the risk of possible disruption in our operations arising from sudden employee resignations,

the Company has had to rely on outsourced services providers for the steady supply of man
power. Over and above the payroll of the outsourcing service provid_er, CafeFrance has had to
pay a premium for the provider’s administration fees, but in so doing, the Company has man
aged to address the risk of manpower supply as well as the perennial issue on employee turnover.



Item 2 Properties
Cavite Plant

The pharmaceutical manufacturing plant is located on 2 36,314 square meter lot located along
Aguinaldo Highway, Dasmarifias, Cavite. The plant consists of executive and departmental offices,
various meeting rooms, library for reference materials, storage for packaging materials, production
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 ex-
isting limitations on its ownership or usage.

Mandaleyong Plant

The pharmaceutical manufacturing plant is located on a 10,936 square meter lot located at the corner
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, previously a subsidiary (please
see Item 1). The plant consists of an office building, recreation hali, cafeteria, 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 existing limitations on its owner-
ship 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 owner-
ship or usage.

Properties/Offices under lease

The Company leases the following properties:

(a) The Company’s head office at the PPL Building, United Nations Avenue corner San Mar-
celino Sireet, Manila from U. S. Automotive Co., Inc., a majority stockholder of the company.
The lease is for a one (1) year period and is being renewed annually subject to mutual agreement
of the parties. The rent for the year 2012 amounted to B 19,822,440.

(b) A 10,936 square meter lot located at the corner of Efipanio delos Santos Avenue and
Madison Street, Mandaluyong City from 102 E. Delos Santos Realty Co., Inc., preciously a sub-
sidiary (see Item 1). The lease is for one (1) year period and being renewed annually subject to
mutual agreement of the parties. The rent for the year 2012 amounted to P 15,765,374.

(¢) The Company’s twelve (12) depots which are located strategically in key cities all over the
country. The lease contracts are for a one (1) year period and are being renewed annually sub-
ject to mutual agreement of the parties. The rent for the year 2012 amounted to B7 ,263,034,

(d) The Company’s warehouse located in Silang, Cavite. The lease contract is for 5 year period
and is subject to renewal upon mutual agreement of the parties. The rent for the year 2012
amounted to P 16,147,461.

The Company has no plans to acquire any property in the next twelve (12) months.
ITEM 3 Legal Proceedings

The Company is subject to lawsuits and legal actions in the ordinary course of business. The co-
pany or any of its subsidiaries is not a party to, and its properties are not the subject of, any material



Item 4

Item 5

pending legal proceedings that could be expected to have a material adverse effect on the Compny's
financial position or results of operations.

As of December 31, 2012, the Company had a total of forty-four (44) pending cases, forty-one ( 41)
of which were filed by Euro-Med in various dates and courts in the Philippines against its customers
for the collection of various amounts and/or bouncing checks. The aggregate amount claimed for
these 41 collection cases is approximately P 9.6 million which is less than 1% of the group's current
assets.

The remaining three (3) cases are:

® A case filed by the Company against Rolando Cargullo, a former sales representative, for
falsification and estafa amounting to about P 30,000 in the procecutor's office of Camarines Norte
and Naga City on March 1999. The case is archived as the dependant cannot be located.

e A case filed by a customer, Anna Lyn's Tnc., for insolvency /rehabilitation, in RTC
Branch 258 of Paranaque n Februry 2002, The rehabilitation plan was approved and Euro-Med's
claim of about P33,000 is pursued with the receiver.

e A case filed by a customer, Nanette Cledera, for voluntary insolvency in RTC branch 58
of San Jose, Camarines Sur on March 2003, Euro-Med's claim of about P17,000 is awaiting action
on motion to withdraw stocks.

Submission of Matiters to a Vote of Security Holders

There was no matter submitted to a vote of security holders, through the solicitation of proxies or
otherwise, during the fourth quarter of the fiscal year covered by this report.

PART HI1 - OPERATIONAL AND FINANCIAL INFORMATION
Market for Issuer’s Common Equity and Related Stockholder Matters
1.) Market Information
Euro-Med’s common shares are publicly listed with the Philippine Stock Exchange.

The high and low sales prices of the shares are:

2013 HIGH LOW
1% Quarter P 1.9 p 1.75

2012 HIGH LOW
1% Quarter P 3.8 P 1.29
2™ Quarter 2.27 1.72
3 Quarter 2.19 1.87
4" Quarter 1.85 1.8

2011 HIGH LOW
1% Quarter P 1.77 P 1.12
2™ Quarter 1.8 1.1
3" Quarter 1.8 1
4" Quarter 1.72 1.1

The market price per share of Euro-Med is # 1.72 on March 26, 2013 (the latest practicable trading
date before submission of the report).
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2.} Helders

A_s ?f March 31, 2013, the Company has on record a total of 562 stockholders with a total of 4.112
Billion issued and outstanding shares. The top twenty (20) stockholders are as follows:

Stockholder's Name

Total Shares

1 U.S. AUTOMOTVE CO., INC. 2,401,747.112
2 USAUTOCO., INC. 855,505,147
3 PHILIPPINE TRUST COMPANY 231,124,845
4 PHILIPPINE TRUST COMPANY (Trust Department) 133,086,446
5 EVERGREEN STOCK BROKERAGE : 298,725,323
6 YAP, JOHNNY C. 36,980,720
7 YAPIIL BVILIO C. 35,695,668
8 YAP, NICHOL C. 35,695,668
9 YAP, ENRIQUE RAYNMOND (. 16,067,839
10 YAP, MICHAEL VINCENT Y. 15,257,017
11 YAP, JR. ENRQUE Y. 15,000,000
12 PCD NOMINNE CORP. (FLL) 10,338,028
13 ILUSORIO, ROBERTO HAVEL K. 5,000,000
14 WUSORIO, CARLO DANIEL K. 5,000,000
15 EVIDENTE, GEORGIANA S, 1,285,052
16 MARAMBA, TOMAS P. y 1,285,052
17 COHU, MARSHALL COHU ITF: MARC C. ALLAN 822,430
18 COHU, MARSHALL COHU ITF: DANICA MAREC. 616,823
19 COHU, MARSHALL COHU ITF: DIANNE BERNICE C. 616,823
20 GOLDCLASS INC. 272,729

3.) Dividends

The Company declared the following dividends for the past three (3) years:

Year

2010
2011
2012

Kind

Stock
Stock
Cash

Amount Rate

300.00 Million  8.47%
269.00 Million  7.00%
123.36 Million  3.00%

%

58.41%

20.80%
5.62%
3.26%
7.26%
0.90%
0.87%
0.87%
0.39%
0.37%
0.36%
0.25%
0.12%
0.12%
0.03%
0.03% . .
0.02%
0.02%
0.02%
0.01%

Record Date

July 21,2010
July 08, 2011
Jun 13, 2012

The Company has not restricted any portion of its retained earnings for future expenses, con-

tingencies or other purposes.

4)) Recent Sales of Unregistered or Exempt Securities, Including recent issuance of Securities Consti-
tuting an Exempt Transaction.

For the past three (3) years the registrant has not sold securities which were not registered under the
Code. There was no sales of reacquired securities, as well as securities issued in exchange for prop-
erty, service and other securities, resulting from the modification of outstanding securities.

The Company has issued two hundred sixty-nine million (2

69,018,540) shares on July 12, 2011 as

an exempt transaction under Section 10.1(d) of Securities Regulation Code. The issuance is exempt
since the subject securities were distributed to existing stockholders by way of stock dividend pursu
ant to SEC approval for the increase of Capital stock dated June 29,2011, :
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Item 6

The Company has issued three hundred million (300,000,000 shares on July 21, 2010 as an exempt
transaction under Section 10.1(d) of Securities Regulation Code. The issuance is exempt since the
subject securities were distributed to existing stockholders by way of stock dividend pursuant to SEC
approval for the increase of Capital Stock dated September 29, 2010.

The Company has issued three hundred twenty two million one hundred two thousand
(322,102,000) shares on July 14, 2009 as an exempt transaction under Section 10.1(d) of Securities
Regulation Code. The issuance is exempt since the subject securities were distributed to existing
stockholders by way of stock dividend pursuant to SEC Resolution No. 122 Series of 2009 dated
July 14, 2009,

Management’s Discassion and Analysis or Plan of Operation

Calendar Year 2012 Compared to Calendar Year 2011

The Company’s operations have no seasonal aspects that had 2 material effect on the financial condi-
tion or results of operations. The Company operates regularly for twelve (12) months during the year
and does its maintenance jobs during Sundays and holiday break. There are no known trends, de-
mands, material commitments for capital expenditures, events, or uncertainties that will have a ma-
terial impact on the Company’s liquidity or have a material favorable or unfavorable impact on net
sales/revenue/ income from continuing operations. There are no known events that will trigger direct
or contingent financial obligation that is material to the Company, including any default or accelera-
tion of an obligation. There are no off-balance sheet transactions, arrangements, obligations and oth-
er relationships of the Company with unconsolidated entities or other persons created during the re-
porting period.

The Company’s top five (35) key performance indicators are:

1.) The Company’s net sales increased by 11.7 % from £ 4,028.7 million in 2011 to £ 4,498.9 mil-
lion in 2012. The domestic sales increased by 12.9% from £ 3,538.9 million in 2011 to B 3,996.2
million in 2012, while Export sales increased by 2.64% from B 489.8 million in 2011 to £ 502.8 mil-
lion in 2012. The increase in sales indicator was chosen by management as it disclosed the level of
performance the Company has attained against the targeted growth. The percentage change is com-
puted by dividing the peso increase in sales by the peso sales during the comparable period of previ-
ous year.

2.) The gross profit on sales decreased by 0.09% from £ 1,350.9 million for the year 2011 to B
1,338.6 million for the year 2012. Cost of sales and service increased by 18% from £ 2,677.8 mil-
jion in 2011 to 2 3,160.3 million in 2012 due to increase in cost ratios of subsidiaries on their newly
opened branches. As a percentage of net sales, Cost of sales and service increased from 66.4% in
2011 to 70.2% in 2012. The gross profit indicator provides information about product selling prices
relative to production costs. The percentage change in gross profit is computed by dividing the peso
increase in gross profit by the peso gross profit during the comparable period of previous year

3.) Income from operations (income after administrative, selling and distribution expenses) de-
creased by 17.4% from B 531.9 million for the year 2011 to B 439.4 million for the year 2012. Oper-
ating expenses (administrative, selling and distribution) increased by 9.8% from  818.9 m_i!lion in
2011 to 2 $99.3 million in 2012, The increase was due to the increased operating expenses 1.€. mar-
keting development expense, commissions, transportation and travelling, rentals, electricity and
taxes mostly attibutable to the subsidiaries. As a percentage of net sales, operating expenses de-
creased from 20.3% in 2011 to 19.9% in 2012. Changes in income from operations and operating
expenses are management’s indicators for the degree of control over the Company’s spending on a(_l-
ministrative, selling and distribution expenses. The percentage change in income from operations is
calculated by dividing the peso increase in operating income by the peso operating ingome during
the comparable period of previous year. The percentage change in operating expenses is calculated
by dividing the peso increase in operating expenses by the peso operating €xpenses during the com-
parable period of previous year.

4. Net Finance cost/income {(finance income, finance costs and other income) inc::eased by
260.5% from B 187.9 million in 2011 to B 301.6 million income in 2012 due to the net gain on dis-
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posal of investment in subsidiary, (net of provision for impairment loss on property, plant and equip-
ment, final tax and other related expenses for the sale of shares of 102 EDSARealty Co., Inc.).
Changes in net finance costs/income indicator provides information on significant elements of other
income and other expenditures from the Company’s continuing operations. The percentage change
is calculated by dividing the peso increase of net finance income/charges by the peso finance in-
come/charges during the comparable period of previous year.

5.) Provision for income tax decreased by 15.8% from B 101.6 million in 2011 to 2 85.5 million in
2012. The provision for income tax excludes the final capitai gains tax of £ 95.8 million on the sale
of investment in subsidiary. The net income increased by 171.8% from £ 242.5 million in 2011 to B
655.4 million i 2012 due to the net capital gain on sale of subsidiary (102 EDSA Realty Co., Inc.).
Changes in net income are indicators of the adequacy of amount to satisfy stockholders’ dividend
and rate-of-return expectations. The percentage change in net income is calculated by dividing the
peso increase in net income by the peso net income during the comparable period of previous year.

The Company’s total assets increased by 6.94% from B 8,428.5 million in 2011 to & 9,013.8 million
in 2012, Current ratio increased by 5.21% from 1.22:1 in 2011 to 1.28:1 in 2012, Debt ratio de-

creased by 5.13% from 0.47:1 in 2011 to 0.45.1 in 2012, while the equity ratio increased by 4.56%
from 0.53:1 in 2011 to 0.55:1 in 2012.

The decrease in cash and cash equivalents was due to the full payment of installment contract pay-
able. The increase in trade and other receivable was due to a relatively longer time for customers to
settle their accounts. The increase in inventories was due to increase in inventories by subsidiaries as
there are newly opened branches and stocking-up of I'V fluids in preparations for the dismantling of
Mandaluyong plant. The increase in other current assets and other non-current assets was due to the
increase in prepaid marketing development expense, advances to suppliers and receivable from
SMDC for the 50% balance for the sale of 102 EDSA shares . The decrease in property plant &
equipment and investiments property was due to the writedown of certain Mandaluyong plant prop-
erty related to the sale of Investment in subsidiary, 102 EDSA on May 9, 2012. The decrease in in-
tangible assets was due to write down of an intangible asset in relation to the sale of investment in
Subsidiary, 102 EDSA Realty Co,, Inc. . The increase in deferred tax assets was due to the recogni-
tion of additional retirement expense per PAS #19 (revised 2011). The increase in trade payables
was due to the purchases of raw materials and services from suppliers. The decrease in acceptances
payable was due to the payments of trust receipts on letters of credit for the importation of raw ma-
terials and local distributed products. The decrease in income tax payable was due to lower taxable
income in 2012, The increase in total Notes Payable was due to the new availments of loans. The
decrease in total installment contract payable was due to full payment during the year of the total
balance of the account. The decrease in other current liabilities was due to the decrease in agency
payable. The increase in retirement liability was due to recognition of additional retirement expense
for year 2012 per PAS #19. The decrease in other non-current liabilities was due to recognition of
advance rental earned during the year. The increase in capital stock and the increase in retained
earnings was due to the net income for the year 2012.

Projection

The Company expects to increase its sales in 2013 by about 7% primarily due to the increase in sales
from its two(2) subsidiaries CafeFrance Corp. and Hemotek Renal Center, Inc. The parent company
is continuously expanding its present product lines to include specialty products for inhalation, op-
thalmic, irrigation and other health care purposes. Likewise, it expects to open new export mark;ts
in other countries and increases the number of products being exported. The subsiqlanes are contin-
ously opening-up new branches throughout the country. The operating income is expected to in-
crease by about 6% or about P465 million.

The expected net income for 2013 is about P200 million, which is about 4% to 5% of sales..

Calendar Year 2011 Compared to Calendar Year 2010
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The Company’s operations have no seasonal aspects that had a material effect on the financial condi-
tion or results of operations. The Company operates regularly for twelve (12) months during the year
and does its maintenance jobs during Sundays and holiday break. There are no known trends, de-
mands, material commitments for capital expenditures, events, or uncertainties that will have a ma-
terial impact on the Company’s liquidity or have a material favorable or unfavorable impact on net
sales/revenue/ income from continuing operations. There are no known events that will trigger direct
or contingent financial obligation that is material to the Company, including any default or accelera-
tion of an obligation. There are no off-balance sheet transactions, arrangements, obligations and oth-

er relationships of the Company with unconsolidated entities or other persons created during the re-
porting period.

The Company’s top five (5) key performance indicators are:

1.) The Company’s net sales increased by 0.18 % from P 4,021.6 million in 2010 to B 4,028.7 mil-
lion in 2011. The domestic sales increased by 0.80% from B 3,509.1 million in 2010 to B 3,538.9
million in 2011, while Export sales decreased by 4.4% from B 512.4 million in 2010 to B 489.8 mil-
lion in 2010. The increase in sales indicator was chosen by management as it disclosed the level of
performance the Company has attained against the targeted growth. The percentage change is com-

puted by dividing the peso increase in sales by the peso sales during the comparable period of previ-
ous year.

2.) The gross profit on sales increased by 30.5% from B 1,280.6 million for the year 2010 to B
1,671.8 million for the year 2011. Cost of goods manufactured and sold decreased by 14% from P
2,740.9 million in 2010 to £ 2,356.9 million in 2011 due to lower sales of distributed products with
high cost ratio. As a percentage of net sales, cost of goods manufactured and sold decreased from
68.2% in 2010 to 58.5% in 2011. The gross profit indicator provides information about product
selling prices relative to production costs. The percentage change in gross profit is computed by di-

viding the peso increase in gross profit by the peso gross profit during the comparable period of pre-
vious year

3.) Income from operations (income afier administrative, selling and distribution expenses) de-
creased by 16.5% from R 631.0 million for the year 2010 to B 526.5 million for the year 2011. Oper-
ating expenses (administrative, selling and distribution) increased by 76.3% from £ 649.6 million in
2010 to B 1,145.3 million in 2011. The increase was due to the increased operating expenses i.e.
marketing development expense, commissions, transportation and fravelling, rentals, electricity and
taxes mostly attibutable to the subsidiaries. As a percentage of net sales, operating expenses in-
creased from 16.2% in 2010 to 28.4% in 2011 mostly attributable to the subsidiaries. Changes in in-
come from operations and operating expenses are management’s indicators for the degree of control
over the Company’s spending on administrative, selling and distribution expenses. The percentage
change in income from operations is calculated by dividing the peso increase in operating income by
the peso operating income during the comparable period of previous year. The percentage change in
operating expenses is calculated by dividing the peso increase in operating expenses by the peso op-
erating expenses during the comparable period of previous year.

4.) Net Finance cost/income (finance income, finance costs and other income) decreased by 10.8%
from B 204.6 million in 2010 to B 182.4 million in 2011 due to the decrease in finance cost on loans
and in foreign exchange loss in 2011. Changes in net finance costs/income indicator provides in-
formation on significant elements of other income and other expenditures from the Company’s con-
tinuing operations. The percentage change is calculated by dividing the peso increase of net finance
costs/income by the peso finance costs/income during the comparable period of previous year.

5.) Provision for income tax decreased by 20.5% from B 127.8 million in 2010 to B 101.6 million in
2011. The net income decreased by 18.8% from ® 298.6 million in 2010 to £ 242.5 million in 2011.
Changes in net income are indicators of the adequacy of amount to satisfy stockholders:’ _di_vidend
and rate-of-return expectations. The percentage change in net income is calculated by fimdmg the
peso increase in net income by the peso net income during the comparable period of previous year.

The Company’s total assets increased by 13.3% from B 7,439.9 million in 2010 to B §,428.5 m.illi.on
in 2011. Current ratio decreased by 24.3% from 1.61:1 in 2010 to 1.22:1 in 2011. Debt ratio m-
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creased by 9.3% from 0.43:1 in 2010 to 0.47.1 in 2011, while the equity ratio decreased by 7% from
0.57:1 in 2010 to 0.53:1 in 2011.

The increase in cash and cash equivalents was due to the proceeds of notes payable and collections
of advances to subsidiary. The increase in accounts receivable was due to a relatively longer time for
customers to settle their accounts. The increase in other current assets and other non-current assets
was due to the increase in prepaid marketing development expense and advances to suppliers. The
increase in property plant and equipment was due to acquisitions of machineries and equipments.
The increase in intangible assets was due to the acquisition of Trademarks and licenses. The in-
crease in deferred tax assets was due to recognition of additional retirement expense per PAS #19 for
2011. The increase in trade accounts payable was due to the purchases of raw materials and services
from suppliers. The decrease in acceptances payable was due to the payments of trust receipts on let-
ters of credit for the importation of raw materials and local distributed products. The decrease in in-
come tax payable was due to lower taxable income in 2011. The increase in total Notes Payable was
due to the new availments of loans. The decrease in total installment contract payable was due to
payments made during the yvear. The increase in other current liabilities was due to the increase in
agency payable. The increase in retirement liability was due to recognition of additional retirement
expense for year 2011. The increase in deferred credits was due to the advance rental income re-
ceived. The increase in capital stock and the decrease in retained earnings was due to the declaration
of stock dividends.

Projection

The Company expects to increase its sales in 2012 by about 17% primarily due to the increase in
sales from its two(2) subsidiaries CafeFrance Corp. and Hemotek Renal Center, Inc. The parent
company is continnously expanding its present product lines to include specialty products for inhala-
tion, opthalmic, irrigation and other health care purposes. Likewise, it expects to open new export
markets in other countries and increases the number of products being exported.

The gross profit ratio is expected to decrease from 41% of sales in 2011 to about 31% of sales in
2012 due to lower gross profit margin from sales of its subsidiaries. The expected gross profit in
2012 is about P1.4 billion.

The expected net income for 2012 is about P260 million, or an increase of about 6% to 7%. Asa
percentage of sales, the net income ratio is about 6% to 7% of net sales.

Calendar Year 2010 Compared to Calendar Year 2009

The Company’s operations have no seasonal aspects that had a material effect on the financial condi-
tion or results of operations. The Company operates regularly for twelve (12) months during the year
and does its maintenance jobs during Sundays and holiday break. There are no known trends, de-
mands, material commitments for capital expenditures, events, or uncertainties that will have a ma-
terial impact on the Company’s liquidity or have a material favorable or unfavorable impact on net
sales/revenue/ income from continuing operations. There are no known events that will trigger direct
or contingent financial obligation that is material to the Company, including any default or accelera-
tion of an obligation. There are no off-balance sheet transactions, arrangements, obligation-s and oth-
er relationships of the Company with unconsolidated entities or other persons created during the re-
porting period.

The Company’s top five (5) key performance indicators are:

1.) The Company’s net sales decreased by 8.1 % from £ 4,376.6 million in 2009 to B 4,021.6 fnil_lion
in 2010. The decrease in sales was attributed to the decrease in distributed products as the dISt['lb.ll-
tion agreement has ended. The decrease from its distribution line has minimal gross pr_ofit margin.
The domestic sales of distributed products decreased by 33.7% from P 2,036.0 million in 2009 to R
1,348.6 million in 2010, while Export sales increased by 10.5% from B 463.6 million in 2009 to B
512.4 million in 2010. The increase in sales indicator was chosen by management as it disclosed the
level of performance the Company has attained against the targeted growth. The percentage change
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is computed by dividing the peso increase in sales by the peso sales during the comparable period of
previous year.

2.) The gross profit on sales increased by 9.2% from B 1,172.7 million for the year 2009 to R 1,280.6
million for the year 2010. Cost of goods manufactured and sold decreased by 14.5% from B 3,203.9
million in 2009 to £ 2,740.9 million in 2010 due to higher cost of sales on distributed products. As
a percentage of net sales, cost of goods manufactured and sold decreased from 73.2% in 2009 to
68.1% in 2010. The gross profit indicator provides information about product selling prices relative
to production costs. The percentage change in gross profit is computed by dividing the peso increase
in gross profit by the peso gross profit during the comparable period of previous year

3.) Income from operations (income before finance income/costs and miscellaneous income) in-
creased by 4.0% from £ 606.9 million for the year 2009 to £ 631.0 million for the year 2010. Oper-
ating expenses (administrative selling and distribution) increased by 14.8% from 2 565.8 million in
2009 to B 649.6 million in 2009. The increase was due to the increased variable operating expenses
i.e. commissions, transportation and travelling, rentals, electricity and taxes. As a percentage of net
sales, operating expenses is 12.9% in 2009 and 16.1% in 2010. Changes in income from operations

and operating expenses are management's indicators for the degree of control over the Company’s

spending on administrative, selling and distribution expenses. The percentage change in income
from operations is calculated by dividing the peso increase in operating income by the peso operat-
ing income during the comparable period of previous year. The percentage change in operating ex-
penses is calculated by dividing the peso increase in operating expenses by the peso operating ex-
penses during the comparable period of previous year.

4.} Net Finance cost/income (finance income, finance costs and other income) increased by 15.8%
from £ 176.7 million in 2009 to B 204.6 million in 2010 due to the decrease in foreign exchange gain
in 2010. Changes in net finance costs/income indicator provides information on significant elements
of other income and other expenditures from the Company’s continuing operations. The percentage
change is calculated by dividing the peso increase of net finance costs/income by the peso finance
costs/income during the comparable period of previous year.

5.) Provision for income tax decreased by 1.9% from £ 130.4 million in 2009 to £ 127.8 million in
2010. The net income decreased by 0.4% from £ 299.8 million in 2009 to B 298.6 million in 2010.
Changes in net income are indicators of the adequacy of amount to satisfy stockholders’ dividend
and rate-of-return expectations. The percentage change in net income is calculated by dividing the
peso increase in net income by the peso net income during the comparable period of previous year.

The Company’s total assets increased by 8.8% from £ 6,837.0 million in 2009 to £ 7,439.9 million
in 2010. Current ratio increased by 23.6% from 1.30:1 in 2009 to 1.60:1 in 2010. Debt ratio remain
the same at 0.43:1 in 2009 and 2010, while the equity ratio remain the same at 0.57:1 in 2009 and
2010.

The increase in cash and cash equivalents was due to the proceeds of notes payable and collections
of advances to subsidiary. The decrease in inventories was due to the decrease in the inventory of
distributed products as the distribution agreement had ended. The increase in other current assets
and other non-current assets was due to the increase in prepaid marketing development expense, ad-
vances to suppliers and deferred tax assets . The decrease in trade accounts payable was glue to the
payments in purchases of local raw materials and services from suppliers. Thfi increase in accept-
ances payable was due to the trust receipts on letters of credit for the importation of raw materials
and local distributed products. The increase in total Notes Payable was due to the new availments of
loans. The total decrease in total installment contract payable was due to payments made during t_he
year. The decrease in other current liabilities was due to the decrease in agency payable. The in-
crease in retirement liability was due to recognition of additional retirement expense for year 2010.
The decreased in deferred credits was due to amortization of prepaid rent. The increase in retained
earnings was due to the net income eamned during 2010.

Projection
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Item 7

The Company expects to decrease its sales in 2011 by about 1% due to decrease in distributed
products as the distributed agreement with one of the principals has ended. However , the decrease
from its distribution line has minimal gross profit margin. The Company is continuously expanding
its present product line to include specialty products for inhalation, opthalmic, irrigation and other
health care purposes. Likewise, the Company expects to open new export markets in other countries
and increases the number of products being exported.

The gross profit ratio is expected to increase from 31% of sales in 2010 to about 33% of sales in

2011 due to the increase in gross profit from higher sales of manufactured products. The expected
gross profit in 2011 is about P1.3 biilion.

The expected net income for 2011 is about P299 million, the same amount as for 2010. As a per-
centage of sales, the net income ratio is about 7% to 8% of net sales.

Liquidity and Capital Resources

The Company’s primary need for funds is to finance its operations and capital expenditures. Histor-
ically, the Company relied on its internally generated funds, revolving Omnibus Credit Lines and
long term debts from various banks.

Capital expenditures for the years 2010, 2011 and 2012 were B 180.5 million, 2 472.9 millicn and P
397.3 million respectively. These capital expenditures related primarily to the expansion programs
of the Company for land, buildings, machirery and equipment.

Working capital and capital expenditures for the years 2010, 2011 and 2012 were financed through

internally generated funds, and short term and long-term borrowings from various commercial
banks.

The Company has Omnibus Credit Lines in the aggregate amount of about B 4.0 billion on a clean
basis from various commercial banks. These credit lines provide for cash borrowings (Peso or Dol-
lar), Export/Domestic Bills Purchase Lines, Bankers Acceptances and Letters of Credit (with no
margin deposit at opening). Availments are for a period 180 to 360 days, with interest payable/re-
viewable monthly or every 60 to 90 days in arrears at prevailing bank loan rates.

Plans of the Company

Euro-Med intends to expand its present product line to include specialty products for inhalation, oph-
thalmic, irrigation and other healthcare purposes. New products will include oral drug preparation in
tablet, syrup and suspension. The Company expects to open new export markets in other countries
and increased the number of products being exported. The subsidiaries are continously looking for
branches throughout the country.

Financial Statements
Exhibit] - Statement of Management’s Responsibility for Financial Statements.

Exhibit I - Audited Consolidated Financial Statements of Euro-Med Laboratories Phil., Inc. and
Subsidiaries as of December 31, 2010, 2011 and 2012.

Item 8 Information on Independent Accountant and other Related Matters

1.) External Audit fees and Services
a.) Audit and Audit Related Fees

The aggregate fees billed by the Company’s external auditors for the years 2011 and 2012
amounted to P 184,000 and P338,000 respectively. These amounts cover the cost of the
regular audit of the Company’s annual financial statements in connection with _statutory _and
regulatory filings for those covered years. These fees also include consultation on minor
accounting matters and minor tax matters, such as querries on new BIR regulations, compu-
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tation of VAT, etc. Any work that will involve our external auditors to represent the com-
pany on cases with the Bureau of Internal Revenue and other regulatory bodies are con-
sidered major accounting and tax matters which shall be billed commensurate with the
number of hours spent by the auditors working on such consultation.

b.) Tax fees — None
c.) All other fees — None

d.} The above-stated fees are approved by the Company’s Audit Committee based on a written
engagement letter subject to the mutval agreement of both parties.

2.y Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

The Company’s financial statements for the years 2010, 2011 and 2012 were andited by MCJ & Co.,
CPA’s, the audit firm appointed by the stockholders in its meeting held on July 21, 2010 , June 15,
2011 and June 20, 2012, The financial statements for the years ended December 31, 2009 to Decem-
ber 31, 2010 were audited and signed by one of MCI's partner, Mr. Napolen A. Calderon. Mr. Cal-
deron ceased to be the handling partner on December 31, 2010 and was replaced in 2011 by another
handling parmer of the same audit firm, Mr. Marcelino A. Mercado. The change in handling partner
is in compliance with SEC Rule 68 as amended. There were no disagreements with accountants on

any matter of accounting principles or practices, financial statement disclosures, or auditing scope or
procedure.

PART IIl - CONTROL AND COMPENSATION INFORMATION

Directors and Executive Officers of the Issuer

Item 9
Each of the directors and officers serve a term of one (1) year until the election and qualification of
their successors. Following are the Company’s board of directors as of December 31, 2012
Previous
Name Age Citizenship Position Term (Yrs.
Dr. Tomas P. Maramba, Jr. * 80 Filipino Honcrary Chairman 18
Emeritus
Dr. William G. Padolina * 66  Filipino Chairman 13
Mr. Edwin Feist * 64  Australian Vice Chairman 2
Mrs, Georgiana S, Evidente 52 Filipino Director 17
Dr. Evangeline V. Baviera 58  Filipino Director 16
Mr. Johany C. Yap 40  Filipino Director 18
Dr. Teodora D. Tan 76  Filipino Director 22

*The Company’s independent directors as required by Section 38 of Securities Regulation
Code.

The following are the Company’s key executive officers as of December 31, 2012:

Previous
Name Age  Citizenship Position Term

Mrs.Georgiana S.Evidente 52 Filipino President 19
Dr. Evangeline V. Baviera 58  Filipino Executive Vice President 16
Mr. Johnny C. Yap 40  Filipino Vice Chairman EVP/Treas- 18

urer and

Assistant Corporate Secretary
Dr. Teodora D. Tan 76  Filipino Assistant Treasurer 22
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Janice R. Ong 42  Filipino Corporate Secretary 6

® The company had created the following Board Committees:
a.) Audit Committee:
* Current membership are:
a.1) Dr. William G. Padolina — Independent Director (Chariman)
a.2) Edwin D. Feist - Independent Director
a.3) Dr. Teodora D. Tan - Director
a.4) Dr. Evangeline V. Baviera - Director
b.) Nomination Committee:
* Current membership are:
b.1) Dr. Johnny C. Yap — Director
b.2) Dr. William G. Padolina — Independent Director
o The company has not yet created Corporate Governance Committee,

DR. TOMAS P. MARAMBA, JR. Age: 80

Dr. Tomas P. Maramba, Jr. is a Filipino, married and graduated from the College of Medicine,
University of the Philippines, with the degree of Doctor of Medicine in 1956. In 1975, he com-
pleted his Master’s Degree in Hospital Administration from the Institute of Public Health of the
same university. He took postgraduate training at the Philippine General Hospital in Manila; D.C.
General Hospital in Washington D.C.; University of Kansas Medical Center in Kansas City, Kan-
sas; and the Medical College of Georgia in Augusta, Georgia. The American Board of Pathology
and the Philippine Board of Pathology have certified him, both in Anatomic Pathology and Clinic-
al Pathology. Dr. Matamba has extensive experience in the field of Medicine in the specialties of
Anatomic Pathology and Laboratory Medicine, Public Health, Regulation of Health Services, Hos-
pital Administration and Quality Management in Hospitals and Clinical Laboratories. He was
formerly Head of the Departments of Pathology of Rizal Provincial Hospital, Lungsod ng
Kabataan and Lung Center of the Philippines. He established and headed the Rizal Cancer Re-
gistry and reorganized and headed the Philippine Cancer Society Tumor Registry. In the govern-
ment, he served as Director of the Bureau of Research and Laboratories, Undersecretary for the
Office of Standards and Regulation, Acting Chairman of the Dangerous Drugs Board, Vice-Chair-
man of the Philippine Council for Health Research and Development, and Program Manager of
the National Blood Services Program of the Department of Health, He is a former President of the
Philippine Society of Pathologists, Philippine Blood Coordinating Council, Philippine Society of
Oncologists, Philippine Society for Quality in Health Care, Asian Network for Clinical Laboratory
Standardization and Harmonization and Philippine Council for Quality Assurance in Clinical
Laboratories. He is a former member of the Board of Governors, Philippine National Red Cross
and former Associate Professor and Professorial Lecturer at the Department of Health Policy and
Administration, College of Public Health, University of the Philippines, Manila. He is currently
President Emeritus of the Philippine Society for Quality in Health Care and President of the Phil-
ippine Council for Accreditation of Healthcare Organizations. In the Department of Health, he is
Vicechair of the Coordinating Committee of the National Health Laboratory Network and Chair of
the Technical Working Group for the Strategic Plan for the National Health Laboratory Network.
He is the Chairman of the Department of Pathology and Head of the Quality Management Depart-
ment at the Dr. Victor R. Potenciano Medical Center and Associate Pathologist and Head of the
Blood Bank Section of the United Doctors Medica! Center. On 12 May 2010, Dr. Tomas P. Mara-
mba, Jr., retired as Chairman of the Board of Euro-Med Laboratories Phil., Inc. and was thereupon
appointed as Honorary Chairman Emeritus.

DR. WILLIAM G. PADOLINA Age: 66
Chairman of the Board

Or. Wiliam G. Padolina, a married Filipino, graduated magna cum iaude from the University of the
Philippines, Los Bafios with the degree of Bachelor of Science in Agricultural Chemistry in 1968.
Subsequently as a Fulbright-Hays Scholar, he obtained his Ph.D in Botany/Phytochemistry |n_19?3
from the University of Texas at Austin. Upon his return from studies abroad, he continued teaching at
the Institute of Chemistry, University of the Philippines Los Bafios where he became a full Professor
of Chemistry in 1987. He was a Consultant for Euro-Med Laboratories Phil., Inc. from 1980 to 1992.
Dr. Padolina was appointed as an Undersecretary, Acting Secretary and Secretary of Department of
Science and Technology from September 1992 to January 1999. He served as Deputy Director Gen-
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eral of the Intemnational Rice Research Institute from February 1999 to November 2011 and as a
Consultant from December 2011 to April 2012, On 17 May 2010, he was appointed as Chairman of
the Board of Euro-Med Laboratories Phil., Inc. Currently, he is on contract to assist the Commission
on Higher Education to implement the Philippine-California Advance Research Institutes Project. He
is also currently a Senior Fellow at the Southeast Asian Center for Graduate Study and Research in
Agriculture. He was elected President of the National Academy of Science and Technology, Philip-
pines in October 2012 for a term of three years,

MRS. GEORGIANA S. EVIDENTE Age: 52
Director and President

Georgiana S, Evidente, a married Filipine, holds a Bachelor of Arts degree in Communication Arts
from Maryknoll College in Quezon City. She joined the Company in 1990 and assisted in the com-
pletion of the Cavite plant. In 1991, she was promoted to Vice President and was responsible for set-
ting up the nationwide marketing and distribution network of the Company. Through her manage-
ment and marketing efforts, Euro-Med’s domestic sales grew to what it is today and export sales
were developed. She is the President and Chief Executive Officer of the Company and has over 20
years of marketing and management experience.

DR. EVANGELINE V. BAVIERA Age: 58
Director and Executive Vice President

Dr. Evangeline V. Baviera, a married Filipino, graduated in 1976 from the University of the Philip-
pines with the degree of Bachelor of Science in Pre-Medicine. She completed her course in Medicine
at the University of the East Ramon Magsaysay Memorial Medical Center in 1980. After graduation,
she took her specialization in Pediatrics in the hospital of the same university. In 1986, she became a
faculty member of the Department of Pharmacology. She served as a consultant to the Bureau of
Food and Drugs from 1988 to 1990. She was the Chairman of the Department of Pharmacology, De
Ea Salle University Health Science Campus in Dasmarifias, Cavite from 1990 to 1992, In 1990, she
joined Euro-Med as a Medical Consultant and subsequently became the Medical Director. She was
promoted to Vice President in 1992 and Senior Vice President in 1997. She became a Director in
1996. Dr. Baviera is the head of all plant operations. She was promoted to Executive Vice President
in 2004,

MR. JOHNNY C. YAP Age: 40
Vice Chairman, Director, Executive Vice President, Treasurer and Assistant Corporate Secret
ary

Johnny C. Yap, a single Filipino, graduated from De La Salle University in 1993 with the degree of
Bachelor of Science in Management of Financial Institutions. He was consistently in the Dean’s List
and was awarded Best in Thesis for his work, “Derivation of the Security of the Market Line”. He
joined the Company in 1993 and subsequently became a Director, Assistant Treasurer and Assistant
Corporate Secretary. At present, he is a Director and the Treasurer of the Company. He isalso a Dir-
ector of Centro Escolar University (CEU). In January 01, 2009, he was promoted to Executive Vice
President of Euro-Med Laboratories Phil., Inc. On March 21, 2010 Centro Escolar University, Du-
maguete conferred upon him the degree of Doctor of Humanities. He is currently the Chaim’_lan of
the Board of CafeFrance Corp., a wholly owned subsidiary of Euro-Med Laboratories Phil., Inc. He
was elected as Vice Chairman of the Company on June 20, 2012, he was appointed as Director of
Philtrust Bank last 25 April 2012.

DR. TEODORA D. TAN Age: 75
Director and Assistant Treasurer

Dr. Teodora D. Tan, a Filipino, graduated from the Manila Central University with a Bachelor’s De-
gree in Liberal Arts. Subsequently, she obtained her degree of Doctor of Medicine from the same
university and passed the Board Examination for Medicine in 1959. Since then, she has been.a: gen-
eral practitioner and joined Euro-Med in 1990 as a Director. Currently, she also holds the position of
Assistant Treasurer.

MRS. JANICE R. ONG Age: 42
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Corporate Secretary

Janice R. Ong, a married Filipino, graduated from St. Scholastica’s College with a degree of Bachel-
or of Arts in Mass Communication. After graduation, she joined Banco de Oro. In January 1992, she
joined Euro-Med as Secretary to the Executive Vice President. She  was promoted to Manager in
1999 and was elected by the Board of Directors as Corpor ate Secretary on September 01, 2007.
She is currently the President of Hemotek Renal Center, Inc., a subsidiary of Euro-Med Laboratories

Phil., Inc. Mrs. Janice Ong is the spouse of Mr. Arnold D. Ong, a Senior Vice President of the Cor-
poration.

MR. EDWIN D. FEIST Age: 64
Independent Director

Mr. Edwin D. Feist, a married Australian, has over 42 years international experience in the health
care industry working in 3 continents: North America, Asia, Australia and New Zealand. Starting out
as a sales representative, Mr. Feist progressed to senior executive positions responsible for interna-
tional markets with Bristol Myers Squibb-Mead Johnson and Abbott Laboratories. He joined Abbott
in November 1994 as President and General Manager of Abbott Philippines and is credited with
growing and transforming Abbott’s business in the Philippines from a predominantly hospital fo-
cused business to a diversified business with pediatric and medical nutrition in the Philippines, Aus-
tralia, New Zealand and other Asian countries. Prior to Abbott, Mr. Feist held several executive man-
agement positions with Bristol Myers-Squibb-Mead Johnson, including: Division Manager Pharma-
ceutical-Nutrition Division, Australia, Vice President Marketing, Bristol Myers Philippines; Presid-
ent and General Manager, Mead Johnson Philippines; Vice President Business Development, Mead
Johnson Latin America. As an industry leader, Mr. Feist was President of the Pharmaceutical and
Health Care Association of the Philippines (PHAP) for eight consecutive years and also a three-year
director of the American Chamber of Commerce in the Philippines. He is currently the President of
the American Chamber Foundation of the Philippines.

Family Relationship

None of the other directors or key executive officers are related to one another by consanguinity or
affinity.

The company's Corporate Secretary, Janice R. Ong is the spouse of Arnold D. Ong, Senior Vice
President of the company.

Significant Employee

There is no person who is not an Executive Officer expected by the Company to make a significant
contribution to the business.

Involvement of Directors and Officers in Certain Legal Proceedings

None of the directors and officers was involved in any bankruptcy proceedings during Phe past f?ve
years. Neither have they been convicted by final judgement in any cr.irr_lir‘lal procezedmg or befng
subject to any order, judgement or decree permanently or temporarily enjoining, ban?rfg, suspend{ng
or otherwise limiting their involvement in any type of business, securities, commedities or bank}ng
activities, and not found by any court, the Commission or other self regulatqry bodies to have viol-
ated a securities or commodities law or regulation.

Item 10 Execuative Compensation

a.) Summary Compensation Table

Annual Compensation.
Name and Principal Position Year Salary Bonus Other Annu-
al Compens-
ation
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Georgiana S. Evidente )

President )

Enrique C. Yap )

Executive Vice President )

(Deceased Aug. 08, 2612)

Evangeline V, Baviera ) 2011 9,683,400 2,701,480 1,288,900
Executive Vice President ) 2012 9,103,300 2,663,630 1,343,750
Johnny C. Yap ) 2013 7,341,600 1,915,190 971,800
Vice Chariman, FExecutive Vice )

President/Treasurer

Sandra N. Pineda )

Chief Accountant )

All Officers and Directors as a ) 2011 19,593,840 5,400,300 3,192,820
group unnamed
2012 18,689,020 5,113,473 3,192,820
2013 15,301,560 3,913,760 2,715,130

The Company’s executive officers receive a fixed basic salary on a monthly basis. The Company
does not enter into an employment/management contract with any of its executive officers. There
are no outstanding warrants or options held by directors and officers.

b.) Compensation of Directors
Standard Arrangements. Except for per diems of P30,000 for the Chairman, P20,000 for the Vice
Chairman and P10,000 per Director per board meeting, there are no other arrangements pursuant to

which directors of the Company are compensated directly or indirectly, for any services provided dir-
ectly or indirectly to the Company during the Company’s last fiscal year and the ensuing year.

Item 11
Security Ownership of Certain Beneficial Owners and Management
1) Security Ownership of Certain Record and Beneficial Owners
As of March 27,2013 (the latest practicable date prior to the printing of this document), the

following shareholders are the sole owners of record owning more than five percent (5%) of
the outstanding shares of the common stock in the capital of the Company:
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Title of Name and Address of Record Name of beneficial owner Nurmber of shares Percent of
owner and relationship with issuer and relationship with
(lass record owner™  Cifizenship held Class
Common U.S. Aulorotive Co., Inc. * Yap Family Filipino 2401,747112 58.41%
United Nafions Avenue Stockholder/Director (R
corner San Marcelino Street {ffice
Manila / Major stockholder
Common USAUTOCO, Inc. * Yap Family Filiping 855,505,147 20.86%
United Nations Avenug Stockholder/Directar (R
comer San Marcelino (ffice
Street, Manila / Major stockholder
Common Philipping Trust company ** Yap Family Filipino 365,111,291 8.68%
United Nations Avenue comer Stockholer/Director
San Marcelino Strest, Manila Qifice
Corrmon 3. Bvergreen Stock Brokerage various clients Filipino 298,725,323 7.26%
& Securities, Inc. * {®)

*There are no voting trusts or similar agreements among shareholders of these corporations. Fur
thermore, there are no arrangements among these corporations, which may result in a change in

control of the Company. These corporations, however, are expected to issue their respective proxies
in favor of Mr. Johnny C. Yap, the Executive and Treasurer of the Company.

***Except for the above-stated record owner of shares owning more than five percent (5%) of
the outstanding shares of the Company, the management has no knowledge of any person or
group of persons to be directly or indirectly the record and/or beneficial owner of more than
5% of any class of the Company’s voting securities.

2) Security Ownership of Management
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Class Name of beneficial owner Amount Nature Citizenship Class
Common  William G, Padolina 20,563 onrecord Filipino 0.00%
Common Georgiana S. Evidente 1,285,052 onrecord Filipino 0.03%
Common Evangeline V. Baviera 41,644 onrecord Filiping 0.00%
Common  Johnny C. Yap 36,980,720 on record Filipino 0.90%

35,695,668 Benificial thru 0.87%

Emilio Yap I Fifipino
35,695,668 Benificial thru 0.87%

Nichol Yap Filipino
Common YAP, ENRIQUE RAYMOND . 16,067,839 on record Filipino 0.39%
Common  YAP, MICHAEL VINCENT Y. 15,257,017 on record Filipino 0.37%
Common  YAP, JR, ENRQUEY. 15,000,000 on record Filipino 0.36%
Common Teodora D. Tan 11,606 onrecord Filipino 0.00%
Common Janice R. Ong 51,409 on record Filiping 0.00%
Common Edwin D. Feist 11,606 onrecord Australian 0.00%

156,118,793

The aggregate n_umber of shares owned of record by all directors and officers as a group as of March 27,2013
(the latest practicable date prior to the printing of this document) is 72,427,352 common shares or approxim-
ately 1.76% of the Company’s outstanding capital stock of 4.112 Billion shares.

Item 12 Certain Relationships and Related Transactions
¢ In the normal course of business, transactions with related parties consist mainiy of the following:

a) The Company is leasing its office at PPL Building, United Nations Avenue corner San
Marcelino Street, Manila from US Automotive Co., Inc., a majority stockholder of the Company,
The lease is for one (1) year period and is being renewed annually subject to mutual agreement of
the parties. The rent charged by management is based on the lease rates charged to the other tenants
in the building and in the vicinity. The rent for the period January to December 2012 and 2011
amounted to P 19,822,440 and P19,579,440 respectively. No outstanding payable as of December
31, 2012, There are no other ongoing contractual or other commitments as a result of the
arrangement.

b) The Company is leasing a 10,936 square meter lot located at the comer of Epifanio Delos
Santos Avenue and Madison Street, Mandaluyong City from 102 E. Delos Santos Realty Co., Inc.,
previously a subsidiary (See Item 1). The lease that expired on June 30, 2012 was renewed for a
one (1) year period until June 30, 2013. In pricing rental rate, the Management take into account that
(i) 102 EDSA Realty Co., Inc. was previously a subsidiary and (ii) the market lease rates in the area .
The rent for the period January to December 2012 and 2011 were P15,765,374 and P15,633,059
respectively. There are no outstanding payables as of December 31, 2012, There are no other
ongoing contractual or other commitments as a result of the arrangement.

c) The Company purchased labels from Philippine Label Pack Corp., a corporation wherein
some major stockholders are family members of one (1) of the Company’s directors/executive
officers. These transactions are made substantially on the same terms and conditions as transactions
with other suppliers of the Company. The purchase price depends on the competitiveness of prices
submitted/quoted by various suppliers. Purchases for the period January to December, 2012 and
2011 amounted to P15.8 million and P12.8 million respectively. No outstanding payable as of
December 31, 2012, There are no ongoing contractual or other commitments as a result of the

arrangement.

d) The Company has advances to its 100% subsidiary, Hemotek Renal Center, Inc. amounting
to P36,194,469 million in 2012 and P2,610,166 in 2011 and to its 100% subsidiary CafeFrance Corp.
amounting to P 210,500,000 in 2012 and P24,500,000 in 2011. Sales to Hemotek Renal Center, Inc.
amounted to P47.7 million for the year 2012 and P32.3 million for the year 2011, and accounts

24



receivable of P96.1 million in 2012 and P48.4 million in 2011. The sales prices charged to
Hemotek are competitive as those charge to other regular customers. There are no ongoing
contractual or other commitments as a result of the arrangement

e) .The Company engages in regular bank transactions with Philtrust Bank, an affiliated local
commercial bank. Transactions are for deposits and withdrawals requirements of the company .
Deposit balances as of December 31, 2012 and 2011 amounted to P15.9 million and P4.2 million
respectively. There are no ongoing contractual or other commitments as a result of the arrangement.

) The Company avails of advertising services of Manila Bulletin Publishing Corp., an
affiliate under common control. Advertising rates charged are the same as charged to other regular
customers. Total services purchased for January to December 2012 and 2011 amounted to P11.8.
raillion and P 14.5 million respectively. There are no ongoing contractual or other commitments as
a result of the arrangement

g) The Company avails of hotel services of Manila Hotel, an affiliate under common control.
Hotel charges are the same as charged to other regular customers. Total services purchased for
January to December 31, 2012 and 2011 amounted to P 4.07 million and P 5.2 million respectively.
There are no ongoing contractual or other commitments as a result of the arrangement

® The Company has no material transactions (that may not be available from others} with other parties
falling outside the definition of “related parties™.

PART 1V — MINIMUM PUBLIC OWNERSHIF (MPO)

As of March 27, 2013 ( the latest practicable date prior to issuance of this annual report) the level of the Com-
pany's public float is 13.43%.

PART V — EXHIBITS AND SCHEDULES
Item 14 Exhibits and Reports on SEC Form 17-C
a.) Exhibits
1 Statement of Management’s Responsibility for Financia! Statements
Il Audited Consolidated Financial Statements of Euro-Med Laboratories Phil., Inc. and
Subsidiaries as of December 31, 2010, 2011 and 2012,
b.) Material Contracts
The Company enters into a large number of contracts relating to its operations and finances on an an-

nual basis. In the opinion of the Directors, these contracts are entered into in the c_)rdinary course of
business and the reproduction of copies of all such documents would not be feasible and might be

prejudicial to its operations.

c) Reports on SEC Form 17-C
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Date Filed

Feb. 22, 2012
March 6, 2012

March 28, 2012

May 10, 2012
June 13, 2012
June 20, 2012

June 20, 2012
Aug. 6, 2012

Aug. 9, 2012

Aug. 13,2012
Aug. 15,2012
Sept. 19, 2012
Dec. 19,2012

Certification of Independent Directors

Board Approval On Increase of Capital Stock of

102 EDSA (Euro-Med Wholly Owned Subsididary)

Annual Meeting of the Sharholders and the Record Date
Appointment of the membership od the Audit committee
Year 2012-2013. Appointment of the membership of the
Nomination committee 2012-2013.

Approval of the Nomination Committee's Guidelines

and Criteria for Nomination

Sale of all the Shares of 102 E. delos Santos Realty Co., Inc.

Declaration of Cash Dividend

Result 0of 2012 Annual Stockholders’ Meeting and
Organizational Meeting

General Information Sheet

Changes in Sharceholdings

Demise of a Director

Statement of change in Beneficial Ownership
Nominations and Audit Committee

Audit Committee Charter

Retirement of an Officer

a.) Financial Statements filed under SEC Form 17-Q

Date Filed Period Covered

May 15, 2012 Quarter ended March 31, 2012
Aug 14,2012 Quarter ended June 30, 2012

Nov 14, 2012 Quarter ended September 30, 2012
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SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the Corporation Code, this report is

signed on behalf of the issuer by the undersigned, thereunto duly authorized, in the City of Makati on
, 2013,

EURO-MED LABORATORIES PHIL., INC.

Georgiana S. Evidente
President/Director

AN Lo

Johnny C. fanflra N. Pineda

Treasurer, %ccountant
Joge A. W Janicq R. Ong
Senior Vice Presi

c Secret
AR 11 21013 orporatt Secretary
SUBSCRIBED AND SWORN to before me fhis = day of ____ 2013 CRE S WMANIEA

ants exhibiting to me their Passport number, as follows:

Passport
Names Number Date of Issue Place of Issue
Georgiana S. Evidente EB4155571 Nov 25,2011 DFA, Manila
Jobnny C. Yap EB6364635 Sept. 18,2012 DFA, Manila
Jose A. Emiterio XX4989881 Nov 18, 2009 DFA, Manila
Sandra N. Pineda EA0005651 Nov 9, 2012 DFA, Manila
Janice R. Ong EB2319859 May 7, 2011 DFA, Manila

PaNo Notary Pubfic Until Dec. 31,2013
Bo%,k No 1150 Geyf, Luna St. Ermita Mla,
Series of 2013 IRP# 868138 Mila. 10-14-11 until 2013

PTR# 1397691 Mia. 1-2-2013
Roil# 12085, TIN# 132-436-687
MCLE Compliance HI# 0000736/9-8-09
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STATEMENT OF MANAGEMENT RESPONSIBILITY = -
FOR FINANCIAL STATEMENTS o

The Securities and Exchange Commission
SEC Building, EDSA Greenbhills
Mandaluyong City

The management of Euro-Med Laboratories Phil., Inc. and Subsidiaries are responsible for the preparation
and fair presentation of the consolidated financial statements for the years ended December 31, 2012 and
2011, including the additional components attached therein, in accordance with the prescribed financial
reporting framework indicated therein. This responsibility includes designing and implementing 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 estimates that
are reasonable in the circumstances.

The Board of Directors (BOD) reviews and approves the consolidated financial statements and submits the
same to the stockholders.

MERCADO CALDERON JARAVATA & CO. CPAs, the independent auditors appointed by the BOD
has examined the consolidated financial statements of the Company in accordance with Philippine
Standards on Auditing, and its report to the stockholders, has expressed its opinion on the fairness of
presentation upon completion of such examination.

o Willi;g I;adolina Georgléna S. Evidente

Chairman of the Board President / Director ~

AR L1203
 of 2013 atﬂgyom

SUBSCRIBED AND SWORN to before me
exhibiting to me their Passport Number, as follow

Names Passport Number Date of Issue Place of Issue

- William Padolina EB7351369  ‘Feb 11,2013 DFA, Manila
Georgiana S. Evidente EB47155571 Nov 25, 2011 DFA, Manila
Johnny C. Yap EB63646335 Sept. 48,2012 DFA, Mani

ATTY, P} jﬁﬁ"i‘l . GENATO
Doc. No.ﬂ Notary Puplic Unil Dec. 31, 2013 i
: 1150 Gey. Luna St. Ermita Mla.
Page No._[$% IBP# 868138 Mla. 10-14-11 until 2013
PTR# 1397681  Mia, 1-2-2013
BookNo,_JC_ Roll# 12088, TIN# 132-436-687
Series of 2013 _ MCLE Compliance HWi# 0000736/9-8-09
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REPORT OF INDEPENDENT AUDITORS

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

San Marcelino St., Manila

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Euro-Med Laboratories Phil., Inc.
and Subsidiaries, which comprise the consolidated statements of financial position as at December 31,
2012 and 2011, and the related censolidated statements of comprehensive income, consolidated statements
of changes in equity and consolidated statements of cash flows for each of the three years in the period

ended December 31, 2012, and a summary of significant accounting policies and other explanatory
mformation.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits 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 consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers intemal control relevant to the
entity’s preparation and fair presentation of the consolidated 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 consolidated financial statements.

Member of Russell Bedford International, with affiliated offices worldwide.
SEC Accreditation No. 0208-F

PRC-BOA Accreditation No. 2209

BIR, BSP, I1C & CDA Accredited
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We believe that the andit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial

. position of Euro-Med Laboratories Phil., Inc. and Subsidiaries as of December 31, 2012 and 2011, and
their financial performance and their cash flows for each of the three years in the period ended December
31, 2012, in accordance with Philippine Financial Reporting Standards.

MERCADO, CALDERON, JARAVATA & CO.

MARCELINO A. MERCADO

Partner (Signing for the firm)

CPA License No. 066885

Tax Identification No. 102-921-222
_P.T.R. No. 3676574

Issued on January 7, 2013, Makati City

Pariner’s SEC Accreditation No. 1019-A

Issued on December 9, 2011; Valid until December 9, 2014
BIR Accreditation No. 08-003338-2-2009

Issued on Qctober 27, 2009; Valid until October 27, 2012
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EURO-MED LABORATORIES PHIL., INC, AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31
Notes 2012 2011
ASSETS
Current .
Cash and cash equivalents 3,7,22,37 P 960,447.635 P 1,057,258.,449
Trade and other receivables, net 3,8,37 1,612,392,924 1,344,528,893
Inventories 39 1,139,679,123 921,096,486
QOther current assets 10 320,247,793 291,924,911
4,032,767,475 3,614,808,739
Non-current ,
Property, plant and equipment 3,11,16 3,644,072,344 3,884,568,561
Investment property 12 - 207,844,145
Intdngible assets © 1130 ] 225,086,056 257,767,944
‘Deferred taxassets, 2. 31,518,160 T 77 7730,332,369
Other noncurrent assets 14 1,080,350,509 433,146,474
. 4,981,027,069 4,813,659,493
TOTAL ASSETS P 6,013,794,544 P 8,428,468,232
'LIA“BILITIES AND EQUITY e e e e e e : e
Current
sTrade payables 15,37 P 485,393,700 P 369.480,930
Current, portion.of notes:. payable 11,1637 v 2@35 433,332 . 24218,750,000
-Acceplances. payable C o ;1;7,37 4
lecomc tax payable 32
&urrent, portion.of installment contract payable 18,37
'Othercurr nf 11ab111tles e R - 9,9
——— —— e —e 3157018538
118,37 815,526,616 811,300,0¢
18,37 : - 138 493 097
T | - 53,486,261 39,045,824
R SR [ 114025700,000 44500000
T 871,712,877 - .9,93,338,921'
Capital stock - - - 2l e 4,112,14{)_,5_40"‘ S7T4,312;,140,540
-Additional patd-m capltal A 66,609,227 - .- 66,609,227
.Retalnad can'uggs 21 806,313,362 282,666,981
. 4,985063,129 .. 4461,416,748
P 9,013,794,544 P 8428.468,232

31



EURO-MED LABORATORIES PHIL., INC. AND SUBSIDIARIES,
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME ‘

' 'Yéars Ended” December 31

Notes 2012 2011 2010
REVENUES 23 P 4,498962,414 P 4028742417 P 4,021,567315
COST OF SALES AND SERVICE 24 3,160,326,828  2,677,778,884  2,740,941,013
GROSS PROFIT 1,338,635,586  1350,963,533 1,280,626,302
OPERATING EXPENSES _
Administrative and sefling expenses 26 660,108,014 590,368,560 434,573,726
Distribution experises 25 232,003,338 226,265,433 215,056,128
R ' 892,301,352 817,133,993 649,629,854
OPERATING INCOME - 446434234 533829540 - 630,996:448

(2@4,23#’,’233) T (199 350 ,963)

! 8- (2
Fore1gn cxchangc loss 4 (11 619,868) (_2,542,593) (I3 239 701)
Net gain on dtsposal of investment - - o T .

in subsidiary - - 1 - 851,261,419

Provision for lmpeurment ]oss - T
o ProPerty, Plafit and eqaipmant T T 0 (380,949,989)
“Ligss oh disposal of property,plant and T
¢Ligduiprhent: al FoonAn123,061) & Rl
Interest incom 27 ... 8,406,216 L. 2332,334 - _4 325,818
fistellaneou 95 I NEaE AR L R 320650 ... . 3,684,400

294,554,011 (189;711:862) (204,580,446)

FAD R

740,988,245 344,117,678

5,54. 78 ‘
i 635,444 461 242,504,100

OTHERCOMPREHENSIVEINCOME _ L - K - ‘ -

N

""TOTAL,COMPREHENSIVE INCOME . 2°% P 55444461 P 242,504,100 P - 298,586,451

[T IR S
SRR AT

EARNINGSPERSHARE B B . co _ _ T
BaSI :ind diluted - P 016 P . - i 9.06 P 0.08

v

,Sge No;e.; to Consahdated i lmmcla! Statements.
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_»EURO _MED LABORATOR[ES PH]L., INC. AND SUBS]])IARIES
- CONSOLIDATED STATEMENTS OF CASH FLOWS %

" Years Ended December 31

Notes B 2012 ‘ 2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES . ’
Income before income tax P 7{10,988,2_45 P . 344,117,678 P 426,416,002
Adjustments for:
Prior period adjustments . (8,433,859) 694,821 (52,394)
Depreciation and amortization 3,11 236,244,897 211,033,152 183,764,085
Interest expense 28 . 179,955,428 204,234,233 169,350,963
Net gain on disposal of investment in ‘
- subsidiary _ ' 1 ‘ (851,261,419) . - -
Provision for impairment on property e S
- and equipment 1 . 380,949,989 - -
- Provision for doubtful accounts 3.8 2,407,024 ) 2,404,650 2,097,024
" * ‘Foreign exchange loss ‘ 11,639,868 . 2,542,593 13,239,701

Interest income

'(8,406,216) - (9,332,334) (4,325,318)
tOperatifg:incoms before workmg caplta! changes“

04063,957 T C1TSHRSTR83 | 320489563

" Trade andotherrecelvables ; 3837 (267 864,031) " (115,716,331} (52,600,191)

" Inventories'; _ . 39 0. (QU8582637) . (14,236,102) 154,692,641

. Other current assets o Y010 S (28,322,882) T (49,495,212) (113,149,807)
oJnerease (deorease) I . L e e v e B Marenes 3T

; Tradeyayables 115,911:770 L S2400934 (179 ‘:‘.@..5_7,???

abl (37,796,779 (170,404,325) 280.870,060°

(5,792,516) 65977606 {4,944,502)

261,617,882 562383663 © 905,772,035

(155,388,474) (202,396,733) (199,350 963)

(246,306,559) 9, 950:076)

- 4;507,530
) 9 332 334
Net. cash brbwdcd by (used m) operatmg actwmes (131 662,835) 269,369,188
CASH ELOWS FROM INVESTING ACTIVITIES
Acquisitigng of: L RS IRl .
. Properiy.: plant-'an’d éq’uipment a 3,11516 (397-,305,859) (472,866,501)
Tutagible assets,:: 13 ‘ 1 H{6;060) (223;,290,086)

. Nets ’pmceeds ffom sale of investment in subsidiary

¥ 1 101,720,754 A ;
ST el (647,204,035) T (64,751,107 (83,884,822)
57,204,780 (860, 901 694) (264 557 790)

"FROM FINANCING ACTIVITIES
allment of notespayable .. = 11, 16 37
18,37

- noncurrent liability - - i - 20,37,
Net cash prov. dedby (used m) ﬁnancmg activities 7 aon

1,057,258,449

373237 P 960447635 P 1057258449 P )



EURO-MED.LABORATORIES PHIL., INC, AND SUBSIDIARIES _

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Reporting Batity

- Comporate Structure
. Buro-Med Laboratories Phil., Inc. (the “Parent Company” or “Euro-Med”) is a subsidiary of U.S

" Automotive, Inc. The Parent Company and its subsidiaries (collectively hereinafter referred to as the

“Group™), were separately incorporated and registered with the Philippine Securities and Exchange
. Commission (SEC). Below are the Parent Company’s ownership interests in its subsidiaries:

Percentage of Ownership
December 31, 2012 December 31, 2011
o Direct . Indirect _. Direct Indirect -
102 E. Delos Santos Realty, Inc. (12 EDSAY* "2 TUET L 10000 . -
. Hemotek Renal Center, Inc. (Hemotek) - 100.00 - 100.00 -

CafeFranc Corp (CafeFrance) e k1.00.'0'0 = '1(!_().00

79,2012, the Euro—Med'entered mto a Share Purchas Agreement ( the Agreement’) Wlth SM
Development Corporation (SMDC) and sold all its sharés of stock in 102 EDSA for a tofal -

- . consideration of P1.25 billion. A 50% down payment of the total conmderaﬂon, equivalerit . P625 0
. poillion; Was recéived on May 9,2012 and the remammg ‘balance of P625.0 million will be paid at the
end of the thn'ty-svcth (36th) month from the 51gmng of the Agreement or any other date as the parties

Eurc-Med recogmzed 4 fet eapltal gain’ cf P851 3 mllIion ﬁ-om the dtsposal of jts investrient i s“hares
“of $tUcks in 102 BDSA: The' capxtal pain is RetGT a) the cost 'of nvestmént amouniting t6P250.4
million; b) broker’s commission of P50 million; c) Iegal and professmnal fees of P2 4 mxlhon and d)

* capital gains {ax of P95.9 million. e

‘ 'Trans'fer of the shares to SMDC is expected to occur' At the agreed ¢losing date and turn-over: of‘102
EDSA's land devoid of Buro-Med’s Mandaluyong plant and all improvetents therein. In relation to "
' the salé ofmvestment in'102 EDSA, the Buro-Med recogmzed an impairment 105§ lf_P380 9 milliont
" onthe plant ‘assets 'which will be' demolished upon tumn-over of land to SMDC. 'Ih computatlon of the
mpmrment Io“ss aud the assumptlons used are d1sclosed 1 Note 11 ' L

o sale; of all the shares of 102 EDSA to SMDC was authonzed, approved and ranfied by the
stockholder dm:mg the annual hareholders mee‘ang held on June 20,2012, .

uroaMed;s a_pubhcly hsted corporatlon mcerporated an . n *hilippines
35, eglstered w1th the Secuntles and Exchange Commlssmn (SE

-Med' gan s commerclal productmn in. 1991 afb f‘ : _ -
Drug Adm1mstrat10n (FDA)formerly (BFAD) to manufaciure phannaceutlcal products ‘of large an,d
small volume pa:entera]e and other solutions such as cphthahme inhalation, d d1a1ys1s
Euro—Med is. currently the largest manufacturer of hlgh quahty mtravenous ﬂmds inthe, ]Ph]hppmes

1K

"‘Euro-Med had 1ts ﬁrst hstmg on n'the Ph111ppme Stock Exchange (PSE) on ]uly 2 ' 1998 T

.1 iibs d1ar1es . . P
102 EDSA- - . PR R

. 102'EDSA isa company mcoxporated on. May 23 1 which is principally involve
- f;_ﬁ,mvestrnentproperty A . o

in Jeasing out .
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: Notes' e Consabdated Financial Sttements
e December 31 2012

Hemotek Renal Cenrer Inc DR R :
Hemotek is:a. company mcorporated on June 11 2008 wh1ch is prmmpa]ly mvolved 111 operatmg L
medical centers that provide renal and other health care sérvices. T

CafeF rance Corp.
CafeFrance is a company incorporated on August 24, 2010 and is primarily involved in the
development and operation of Quick Service Restaurants:(QSRs).

Corporate Address
Its registered office address is at PPL Building, United Natlons Avenue comer San Marcelino St.,
Mamla

' Authorlzatlon for Issue of the Financial Statements - .- -
These consolidated financial statements as at DecemberBI 20 12 and 201 1 and for each of the ﬂn'ee
. years in the period ended December 31,2012: were auﬂlonzed for issue b the Board of Directors
(BOD) on Aprﬂ 8, 2013

2. Basxs bfPrebereﬁen L

I H

except for defined beneﬁt heblllty which is measured as the net total of the fair value of the plan
[assets, less unrecogmzed actuanal (losses) gains and the present value of the deﬁned beneﬁt

;Fmanclal Re]fnortmg Standards (PFRS) “The ferm PFRS in general mcludes all apphcable PFRS
thppme Accounting Standards (PAS) and Philippine Interpretations from International Financial
Repo Igterpretatlons ComImttee (IERIC) which have been approved by the Financial Reportmg

; rictional and Presentatlon Currencv ' :
“The consolidated financial statements are presented in Phlhppme peso whlch is the Group’s ﬁ.mcﬁonal
‘and presentatlon curreney All values are rounded to the nearest peso, except when otherwise -
. ‘fmdlcatede _

.sf\

Uires ddmenal d1sclosures ;about . transfers, .of financial, assets.. Ihe_ amendments., reqwre
(of ‘information: that-, enables. use the ' financia lstatemen o, understand the

et transferred: financial assets that are not. de}'ecogmzed

LAY

EURO M.ED LABORATOR[ES PH.[L INC. AND SUESIDLARIES ~
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EURO~M.ED LABORATORIES PHIL.., INC. AND SUBSIDIARIES

- Notes to Consolidated Financial Statements
December 31, 2012

PAS 12 Income Taxes - Deferred Taxes Recovery of Underlymg Assets (Amendment) The

amendment clarified the determination of deferred tax on investment property measured at fair,

value. The amendment introduces a rebuttable presumption that deferred tax on investment
property measured using the fair value model in PAS 40 should be determined on the basis that its
carrying value amount will be recovered through sale. Furthermore, it introduces the requlrement
that deferred tax on non-depreciable assets are migasured using revaluation ‘model in PAS 16
always be measured on a sale basis of the asset. The amendment becomes effective for annual
periods beginning on or after January 1, 2012. As the Group does not have investment properties

and property and equipment measured using the falr value model, the amendment has no impact
on the ﬁnanclal statements of the Group.

Future Changes in Accounting Policies -
The Group will adopt the following new and amended PFRS and Phlhppme Interpretatlon enumerated
. below when these become effective. Except as otherwise indicated, the following new and amended - -

PFRS and Phlhppme Interpretatlon will not havg, s;gmﬁcant nnpact fo the, consolidated financial
statements :

'3 _PAS I Fmanczal Statement Presentatzon (Amendment) The main change resultmg from these
" amendments is a requirement for entities to group items presented in “other comprehensive .+
- income?” (OC),on the basis:of whether they. ave pqtent:a}ly reclassifiable:to profit orlogs,... v -

subsequem:ly (reclasmﬁcatlon ad_;usmments)..;'sffh A t

* P4 9‘ Employees Benej‘ zs-,(Amendment) Amendmeuts to PAS 19 range ﬁ'om gundaqn mtale
changes such asremoying the. corridor mechanism,and.the concept of. expected returns on plan:
assefs:to. sm1p1e clarifications and re~-wording.. The Group is yet 10, 255esS the
amendm The amendment b mes efﬂectlve for:

T 1 asspelates and-sets out the requirements for. the apphcatton of the eqmty method. whea
accountnag for !ILVBStInBIltS_m;aSSOCIateS and j _]0]Ilt ventures U.uder PAS 28 an, e:;uty 1fhlezlllfaecouut

:‘en '_e,able'rlght' te set-oﬂ’: and‘also elamfy'the apphcatleﬁ of PAS 32 oﬂ‘setnng crlterlar 0
fsettlement systems (such as central cleqrmg house systerns) which apply gross settlement
mechamsms that are not simultaneous: The amendment becomes effective for annual periods: .«

-----

ERS.9, . Financial. Instmment Classification and Measurement. This stan ‘addresses the
L elas fication, measurement and recognition of finencial assets and’ ﬁnancla] Tiabilities. PFRS 9"

. was 1ssued in; November 2009.and October 2010, It replaces the parts.of PAS; 39 that relate to. t}le
S i s..PERS9 xequlres financial. assets_to be

37



TR EURO-MED LABORATORIES PHIL. INC. AND swsnmm;s
Lo g TR No!es to: Consofxdared Financial Statements

December 31, 201 2

class1ﬁed mto two measuxement categones those measured as at £a1r value and those measured at

* amortlzed ‘cost: The determination is made at initial recogm't'ion ‘The classification’ depends on the
entity’s business'model for managing'its financial instruments.and the: contractual cash flow . . .
characteristics of the instrament, For financial liabilities, the standard retains most of the PAS 39
requirements. The main change is that, in cases where the fair value option is taken for financial
liabilities, the part of a fair value change due to an entity’s own credit risk is recorded in other . .
comprehensive income rather than the income statement, unless this creates an accounting
mismatch. The Group is yet to assess PFRS 9’s full impact and intends to adopt PFRS 9 no later
than the accounting period beginning on or after January 1, 2015. The Group will also consider the
impact of the remaining phases of PFRS 9 when completed by the Financial Reporting Standard
Council (FRSC) The standard becomes effectwe for annual penods begmmng on or after ]anuary
12015 ‘ SR A

. PFRS 10 Cansolzdated F znancml Statements prowdes a new deﬁmnon of eontrol that determmes
-~ -~ which éntities are consohdated. PFRS 10 replaces.the part of PAS 27, COnsoIzdateda '

Financial Statements, related to- consohdated financial statemernits and replaces SIC Y
__Consolidation — Speclal Purpose Entities. The standard becomes effectlve for. annua_,: penods =

begmmng on or aﬁer )| anuary i, 2013 ' ‘ _ , ‘

. ;PFRS 1 l Jomt Arrangemenzs deals w1th how 8, _] omt arrangement of whlch two or, more pa;rtles

o PFRS 12, Dtsclosw'e oflnterests in Other Entztzes 1S appllcable to entmes that have in ests n
-subsidiaries, joint-arrangements, associates and/or uncensolidated structured entitigs. In general,
;the-disclosure requirements in PFRS 12 aremotre extensive than those in the current standards. : .

: The standard becomes effectwe for: annual perlods begmnmg on-or after January 1;2013;. ;o

'-‘.i'-'i\_!‘ e SRy e e

. :PFRS 13 Fan- Value Measurement estabhshes a smgle source of guldance for fair value -

measurements and disclosures about fair value measurements. The Standard defines fair value
sestablishes a framework for measuring fair value, andrequn'es disclostires about fair value ;.
Jmeasurements, The scope of PFRS 13 s broad; it apphcs to both financial mstrument 1tems and
‘non-financial instrument items for which othet PFRSs: requlre or. permm fair value meas ,ements '
.and d1sclosures about fair value measurements, except.in speclfied circumstances, Tir general, the
dlsclosure tequirements in PFRS 13 are more exténsive than those Tequired in the current
standards. The standard becomes effectwe for annual penods begmnmg on of aﬂer Jannary 1

.Annual Improvements to PFRSS (2009 2011 cycle) contam non-urgent but necessary.amendments 1o
PFKS . The amendments ar effecnve for annual period: begmmng on or after Jann __2013 and are
arlier a rrmtted ,

'f ‘P RS 1 F zrst tzme Adoprzon of PFRS Borrowmg C osts The amendment clarifie that, upon .
adopnon of PFRS an ennty that cap1tahzed borrowmg costs in accordance with, 1ts previous -
g d accountmgf prlnclples may.carry forward, w1thout any. - adjustmis o, _tl}e arnount
prcvmusly capltahzed in its openmg'statement of ﬁnanc1a1 posmon_‘at the date offr

Subsequent to the adogﬂo F 0
J .. Borrowing ! Costs The_amendment does not appl y
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' EURO-M D'LABORATORJES PHIL., INC. AND SUBSIDIARIES

0 Nores 1o Con.s'olra‘ated Fingncial Statements

December 31,2012

L PAS1, Presentatzon of F. znancial Statements — Clarzf cation of the Requzrements for Comparative
-Inﬁmnatxon ‘The amendments. clarlfy the reqmrements for comparatlve information thiat are

disclosed voluntarily and those that are maridatory due to reirospéctive apphcanon ofan -0 " ;

accounting policy, or retrospective restatement or reclassification of items in the financial
statements. An entify must include comparative information in the related notes to the financial
statements when it voluntarily provides comparative information beyond minimum required
comparative period. The additional comparative period does not need to contain a complete set of
financial statements. On the other hand, supporting notes for the third balance sheet (mandatory
when there is a retrospective application of an accouniting policy, or retrospective restatement or
reclassification of items in the financial statements) dre not required. The amendments affect
disclosures only and have 1o unpact on the G‘I‘Ol.l’p 5 ﬁnancml posmon or performance

e PAS 16 Property, Plant and Equipment — Class;ﬁcatzon of Servrcmg Equzpment The amendment
clarifies that spare parts, stand-by equipment and servicing equipment should be fecoghized as
property, plant and eqmpment when they meet the ?deﬁmtlon, of property, plant and eqmpmenta;ld

thls amendment

. PAS 32, Financial Instruments Presentation - Tax Eﬁ"ect of Dzstnbunon to Holders Qf Eqmty
o yInsiryments.:The amendment clarifies, that-income taxes:elating to.distributions to.equity holders |
: ;and 10, transactlon costs mf an eqmty t:ansactmn are; accounted for.m\acg:ordance w1th_PAS 12. The

7 } : nterim Financial Reporting and -Segment Info matzon for
Total Assets aﬂd Lzabzl:tzes.}The amendment clarifies:that.the total.assets-and labilities for &+ ;.7
‘pamcular reportable segment need 4o/ be\dxsclosed only.when the amounts are; regularly provided
.fothe chief operating decision maker. and:there has been amaterial change frem theamount o
dlsclosed in-the entity’s previous,annual financiabstatements for thatreportable:segment:. ]
;xaanndxnent affects dlsclosures onlyiand hasno; unpact onithe Group’s financial:pesition or
performance '

Basis of Cofsolidation T ' : ‘ ‘
- The ¢onsolidated financial statements comprise the ﬁnancml statements of the Parent Company and its
sub51d1anes as of December 31 of each year : ‘ )

1g Umiio OUNTLE po) up-b
exf st il intia group transactons ‘and ‘dividends are ehmmated in
full “However 'mtra-group losses are also ehmmated but'are cons1dered an mpamnent mdlcator of the
red; '

' g
‘a$8e5sing Whether thie Compan Controls Anothiere
consolidatéd from the date on which control is transferred to the Group or the Company dlrectly or
- through the liolding companies. Contro} is achleved whete the Company has the power to govern-the
;i financial and,Operatmg policies, of afy éntity so as to obtain benefits from:its activities: They: are
" deconsolidated from the date: on which control ceases: A change in the ownershlp mterest of a ¥
.subsidiary, without a loss of cofitrol; is accounted for as an equlty trarisaction. .

pand :".i'x'i{;";'if‘%j;‘ Al s
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: EURO-M.ED LABORATORIES PHIL,, INC. ANDY suasmmmas E
. Notes ta Consolrdated Fmarmal Statements
PR December 31 2012

"

Fmanclal Assets and Fmancxal Llablhtles )

Date of recognition '

The'Group recognizes a financial asset or ﬁnanmal 11ab1]1ty in the consohdated statement of ﬁnanc1a1
position when it becomes a party to the contractual provision of the instrument. Purchases or sales of
financial assets that require delivery of assets within the time frame established by reglﬂanon or
convention in the marketplace are recognized on the settlement date

Initial recognition of financial instruments )

Financial instruments are recognized initially at fair value. Except for financial instruments at fair
value through profit or loss (FVPL), the initial measurement of financial assets and liabilities includes
fransaction cost.

The Group classifies its financial assets in the following categories: financial assets at FVPL, held-to- -
maturity (HTM) investments, available for sale (AFS) financial assets, and loans and receivables. The
_ Group classifies its financial liabilities as other [financial liabilities. The cla551ﬁcat10n depends the :
purpose for which the investments were acquired, \’Nhether they a1 d in an
_ Management determines the classification of its investments at initial recogmtmn and,
and. approprlate re-evaluates such de31gnat10n at every reportmg date. ‘ :

p cé of the Iqost recent traus.';:l\et;o' iprov,ldes evildenc_e f the, eurren,t ,fag value: as}

' e':e has | bee 1'a 51gn1ﬁcant change in, econommgclrcumstances since the time of the

. yaluatlon techmques meludes net present value teehmques!,, .
Slm]]al‘ mstrmnents for which market observable prices exist, options pricing models

) othemlse anse, or :
Th asset or_,hablhty contams an embedded derlvanve that 51gr11ﬁcanﬂy modlﬁes the cash

* HTM itivestments are quoted non-derivative financial assets with fixed or determinable payments and
'ﬁxed matuntles for whlch management has the positive intention and ability to hold to maturity.

W ' agmﬁcant amount of HTM. investments, 1 the entire.category ..

' initial meas ement; these mvestments are

bsequ tl meas ; red at amernzed cost using the effectwe
svalie: prtized cost is-caleulated by taking into account any d:scount or prermum on acquismon
‘and. fees that ate an integral part of the effective interest rate. The amortization is included in the .
‘ : ' “m_the‘gonsohdated,statemen ,: T comprehenswe mcome Gams and losses are

" aired, as well through




EURO-MED LABORATORIES PHIL., INC., AND SUBSIDIARIES
Notes to Cansahdated Financial Statements
December 31,2012

As of December 31, 2012 and 2011, the Group has no irax{estments accomited for under thls category.

Loans and receivables
Loans and receivables are financial assets with fixed or determmable payments that are not quoted in
an active market. After initial measurement, loans and receivables are subsequently measured at
amortized cost using the effective interest method, less any allowance for impairment. Amortized cost
is caleulated taking into account any discount or premium on acquisition and includes fees that are an
integral part of the effective interest rate and transaction costs. Gains and losses are recognized in the
consolidated statement of comprehensive income when the Joans and receivables are derecognized or
impaired, as well as through the amortization process, Loans and receivables are included in current
assets if maturity is within 12 months from the financjal position date,

’

Cash includes cash on hand and in banks which are stated at face value.

As of December 31, 2012 and 2011, the Group’ 5 cash and trade and other srecewables i .‘(I:;qded]
this category. - . , :

" AFS financial assets
AFS investments are those non-derivative financial assets that are either designated in this eategory or
ot classified in any:s ofthe other categories. .After initial recognition, AES investments.are measumd
at falr value with unrealized gains or losses bemg recogmzed in the consolidated statements of °
fcomprehenswe incorne. When the investment is disposed of, the cumulative gains or losses previously

jrecognized as othp orpprehenswe,mcome is, recogmzed in other.i Jincome. Inferest. ¢amed.or,paidon
fhe inyestme orted a3 int e,

é;ﬁutlallly recogmzed at the fair value of the COI}SldeI‘athIl recelved fess dlrectly attributable transaction
pcosts,,Aﬂer Jnmalrecogmuon? other financial liabilities are subsequenﬂy measured at amortized cost
usmg the effective interest method. '

¢ rights {0 recei i d; y
,the roup retams the nght fo recewe cash ﬂows from the assét, but Tas assume 'ani obh %
) in-full withoiit material delay to a th1rd—pa1“cy unider a “pass-throtigh” o

o€ 0T = . qo
hé:-Group kds n‘ansferred substantially all the risks and.rewards of the:asset, or has. negther
z«msfey.;rad pil d bstantmlly all the rlsks and rewards of: the asset, but has fransferred

control oF the asset:

ere the Group has< u'ansferred its. r:ghis o recewe cdsh flows fromn’an: ass ‘and has-neith
; ansferrcd norretained substantially, all the nsks and rewards of the asset:or.t
- asset, the asset is recogmzed to the extent of the Group’s contmumg mvolvement in the asset
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.Group could be reqmred to repay

Financial liabilities

A financial liability is derecogmzed when the obhgatlon under the hablhty is dlscharged, cancelled, or
has expired. Where an existing financia] liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such
exchange or modification is treated as a derecognition of the original liability and the recognition of a

new liability, and the difference in the respective carrymg amounts is recogmzed in the consohdated
statements of comprehensive income.

ImpaumentomeanclalAssets e e L e T e e e e e e

At each reporting, date the Group assesses whether a ﬁnanc1al asset or group of ﬁnanclal assets is .
1mpaxred. SR o g

“Loans nd recervables

‘For loans and reeewables camed at. amomzed cost the Group first : assesses whether objective | |
: ewdence of nnpan'ment exlsts mdmdually for ﬁnanclal assets that are md1v1dua11y &gmficant or

collectively as'sesses for 1mpaument Assets that are mdmdually assessed for impairment and for -
‘which ; ALy impairment loss is, contmues 1o be, recogmzed are not included in a collective assessment

sthe,
Ot RN

Tnterest income continues to be recogmzed based on the original effective interest rate of the asset
Loans and rece1vab1es together with the associated allowance. account, are wntten off when there isno

tof the estlmated 1mpa1rment loss decrea s because of an evente umng aﬁae ,th

was recogmzed the prevmusly recognized 1mpa1rment loss is reversed Any subsequent reversal oﬁ en ’
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AFS f nanczal assets

In case of equity investments- cla531fied as AF S financial assets, unpalrment mdlcators would mclude a
significant or prolonged decline in the fair value of the mvestments below its cost. Where there is -
evidence of impairment, the cumulative loss — measured as the difference between the acquisition cost
and the current fair value, less any impairment loss on that financial asset prev1ously recognized in thie
consolidated statement of comprehensive income — is removed from the equity and recognized in the
consolidated statement of comprehensive income. Impairment losses on equity investments are niot
reversed through the consolidated statement of comprehenswe income.. Increases in fair value aﬂer
impairment are recognized direcily in equity.

In the case of debt instruments classified as AFS ﬁnancml assets, lmpamnent is assessed based on the

same criteria as financial assets carried at amortized cost. Intérest continues to be accrued at the

original effective mterest rate on the reduced carrying amount of the asset and is recorded as part of
-“Ivestment income” in the consolidated:statement of comprehensive i mcome If - subsequent year,
the falr value of a debt mstrument mcreased and the i mcrease ganbe qb;

HTM znvestments - : - 3 T ,
_Fer HTM mvestments the Group assesses whether there is objectwe ev1denee of nnpamnent Ifthere

excﬁaﬂée firiancial asséts or ﬁuanclal habﬂmes with another equ1ty under condltlons that are
. ,potennally unfavorable to the Group; or -
*satxsfy;ﬂxe obligation ,ether than by the~ exchange ;of a ‘ﬁxed amount: of cash -QF; anather

AND'SU;BSIDIARIES
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Fmtshed goods a:nd raw matenale are: valued at the lower of cost and net reahzable value -'(NRV)
Costs mcurred in brmgmg each product to its present locatlon and condmons are accounted for as i
follows: ‘ : .

Finished goods. Cost is determined primarily on the basis of using the first-in, first out (FIFO)
method; cost includes direct materials and labor and a proportlon of manufacturmg overhead costs ‘
based on actual goods processed and pro duced : ‘

Raw materzals Cost Is determined usmg the FIFO method
NRV value for fimshed goods and raw materlals is the estlmated sel]mg price in the ordmary course of

_ business, less esttmated costs of completion ¢ and estimated costs necessary to make the.sale. In . .
detemumng the NRV the Group con31ders any, ad_lustments: necessat:y for obsolescence,

V for raw matenals is the ' -geplacetnent_cqst._‘

Propertv Plant and Equipment S
Property, plant and équipment, except land, are carried at cost less accumulated deprectatlon and“ S
F:t “‘_and accumulated provnsmn for any- 1mpa1rment in value? if any ‘

/Ihe initial cost of Jproperty and equlpment comprises i its purchase prlce and other.costs d;rectly
\_,_utable in bringing the assets 0 ifs working condltlon ‘and location for its intended use.
Expendltures incurred after the property have been put into operation, such as repairs and
41nalgtenance,‘are normally_charged to i income m theyear the costs are mcurred. in sfcuattans ~when 1t
e den , expe ; th !

: eﬁts! expec-_te':f ) be obtamed o1, thequ'se of an itém of property beyond its orlgmally assessed
‘standard of performance ‘and the.cost-of such item can be measured reliably, the expenditures are . -
‘,capltahzed as an additional. cost of the satd property and equlpment

Yand fmprovemerits <~ -
_;_Buﬂdm,g and i mprovements

:i'-JTransportatlon equlpment
mpment and unp 0

':‘:i?ully depreciated ‘assets are tetasned ifr thie ‘accounts untit
depreclaupn and. amomzatlon are_recogmzed in proﬁt or. loss

LoAn tem of, property, plant ani ' eqmpment is derecogluzed upon dlspos | Or
“benefifs are expected from its tse or disposal. Any gain or loss-arising on 8
(calculated as the difference between the net d15posa1 proceeds and the carrymg amount of the asset) is

“included in proﬁt and loss in the perlod thie asset: is; derecogmzed SV

10
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Investment Proeertv T ; RN '
Investment property is measured m1t1ally at cost, mcludmg transacuon costs The calrymg amount
in¢ludes the cost of réplacing part of an existing investment property at.the:time that cost s incirred lf
the recognition criteria are met, and excludes the costs of day-to-day servicing of an mvestment
property. Subsequent to initial recognition, investment property is stated at cost.

Investment property is dereco gnized when either they ha\'fe been disposed of or when they are
permanently withdrawn from use and no future economic benefit is expected from their disposal. Any
gains or losses on the retirement or disposal of an investment property are recognized in the
consolidated statement of comprehensive income in the 3 year of retirement or disposal. Transfers are.
made to or from investment property only when there is'a change in use. For a transfer from .
investment property to owner-occupled property, the deemed cost for subsequent accounting is the fair
value at the date of change in use. If owner-occupled property becomes an investment property, the
Group accounits for such property in accordance with the pohcy stated under property, plant and

- equlpment up to the date of change in use.

- Constructlon m—ProEress : :

Construction in-progress is stated at cost. This includes the cost of construction and other d]rect costs.
Borrowmg costs that are directly atiributable to the construction of property and equipment are
O] 'Jtallzed «uring the construction perlod Consh'uctlon in-progress is not deprec1ated until such t:lme

A 'att n'an , relateci a,emvm ,s., oece ary to, ptepate the‘prc‘)perty aﬁd e’ciulpment for the:r ‘intended
‘usé are completed and ‘the prop"erty 'and equlpment are ready for service.

1

alcate that the

y.e1tl;1er mdmdually or.at the cash-generétmg unif 1eVe1 If any .such i ‘dlcatlon egﬂsts, p
=ed. 1¢ coverable amount qssets or cash gen ratmg'.

S EURO MED LABORATORIES PHIL., INC. AND SUBSIDIARIES |
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units are written down to estu'nated recoverable amounts. The recoverable amount of the asset is the ,
greater of fiir value less costs to sell and value in use. The fair value. less costs 10. sell is the amount
obtainable from the sale of an asset in an arm’s length transaction between knowlédgeable, willmg .
parties, less costs of disposal. In assessing value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflecis current market assessment of the time
value of money and the risks specific to the asset. For an asset that does not generate largely
independent cash inflows, the recoverable amount is determined for the cash-generating unit to which
the asset belongs. Impairment losses of continuing operatlons are recogmzed in proﬁt or loss in those
expense categories consistent with the function of the 1mpa1red asset.

An assessment is made at each reportmg date as to whether there is any indication that prevrously
récognized lmpa.lrment lossés may no longer exist or may “have decreased. If such indication exists, the’
recoverable amount is estimated. A previously recognized impairment loss is reversed only if there has
been a change-in the estlmates used to: determme the asset’s recoverable amount smce the last

recoverable amount. That mereased amoimt cannot ¢ ic’ceed fh can'ym it weuldl
__ determined, net of depreciation and amortization, had i no ‘impairment I loss been recogmzed for.the asset

in prior years. Such reversal is recogmzed n proﬁt or foss. After such a reversal, the depreciation’ and
amortlzatmn charge is adjusted j in future perlods o allocate the asset’s Tevised carrymg amount, less

SRR A ‘: .-. . ) . ’
“Revenue from sale of goods is recogmzed upon dehvery, when the significant risks and rewards of
ownership of the goods haye passed to.the }buyer and the amouute gf Tevenue can | be measured, Teliably.
 Revenue js fricasured at the fair value of the s receivable, excluding any fradg

o e * - December3, 2012
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Cost af good.s' manuﬁ:ctured and sold ‘ R L
Cost of goods manufactured and sold is recogmzed as’ expense when the related goods aré:sold.:

Sellmg ana' general ana‘ admzmstrattve expenses ,
Selling expenses are costs incuired to sell or distribute merchanchse it mcludes advertlsmg and ‘
promotions and freight and handling, among others. General and administrative expenses constitute

costs of administering the busmess Selling and general and admmlstratwe expenses are expensed as’
incurred.

Emplovee Benefits

Short-term employee benefits

Wages, salaries, paid annual leave and sick leave, bonuses and non-monetary benefits (such as health
services and childcare services) are recognized as employee benefit expense and accrued when the- -
associated services are rendered by the employee of the Group. Other employee benefits include .
Soclal Securlty System Phllhealth and other contn'butlons e :

“‘_Post-employnent beneﬁts :
The Group is covered by a non-conmbutory deﬁned beneﬁt plan

. The retlrement cost of the Gnoup is, determmed usmg the prOJected umt Gl'edlt method. Under tl'us method

'beneﬁt pens1on plans is the present value of the deﬁned beneﬁt obhgatlon at the ﬁnanmal posmon date
minus the fair value. of plan assets, together w1th ad_]ustments for actuanal gams/losses and L past, sery:ce

pro_]ected unit credit method. The present value of the defined benefit obligation is determined by _
dis tx_ng the estimated future cash outflows using interest rates of debt securities that are '

¥ gmns ,and losses ansmg from expenence adF]ustmen" and. changps in actuarlal assutnptlons e, cred1ted
1o or charged agamst income when the net cumulative unrecogmzed actuarfal gains and losses at the
end of the previous period exceeded 10% of the h1gher of the defined benefit obligation. and the fairs
~value of plan assets at that date. These gains or losses are- recogmzed over the expected aVerage L
remammg workmg hves of the. employees pa;rnmpatmg m the plan. - -

: come 'unless the changes to e pensmn plan" e cond1t10na1 on the employees rem 1mng m semce
“for'a’ e(:lﬁed period of time (it vestinig period). Tn’ thlS case, the past ‘service cost are amorhzed ona
sh‘a1ght— line basxs over the vestmg penod ‘
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Where a reassessment is made lease accountmg sha]l commence or“cease from & date when the
change in circumstances gave rise to the reassessment of scenanos @); (c), or (d) and at the date of
renewal or extension period for scenario (b).

Group as a lessee

Leases where the lessor retaing substantlally all the nsks and benefis. of ownership of the asset are
classified as operating leases. Operating lease payments are recognized as an expense inthe ~
consolidated statement of comprehensive income on a stralght-hne basis over the lease term. Indireet
costs incurred in negotiating an operating lease are added to the canymg value of the leased asset and
recoghized over the lease term on the same bases as the lease income. Minimum lease payments are -
recognized on a straight-line basis while the variable rent is recognized as an expense based on the
terms of the leased contract.

Group as a Iessor ‘
Leases where the Group retams substantlally all th_e i

are eamed.

Forelszn Currencvndenommated Transactlons ang Translatlons
Fransactions n}enomm_ated in fel;e1gr;,currenc1es are: recql}ied usmg the appheahle exchange ;_'ate at the

Bk ; 3 : easired at the,
0 The'tax tax Taws used 1
ted 10, be recoy ered'from or pa1 WS
: compute ‘the amount are those that are enacted or’ substannvely enacted at the end of reportmg pefmd

e@s are recogmzed for all deductlble temporary d1fferences, arryforwar
dits from excess,of minimym, corporate.income fax (MCTT).over, re)gu]ar :

[t PR TR -“.4
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IERN

cofporate income tax (RCIT) and unused net operating loss carryover (NOLCO), to the extent that it is
probable that sufficient future taxable profits will be available against which the deductible temporary
differences, carryforward benefits 6f unused tax credits from excess.of MCIT-over RCIT and unused
NOLCO can be utilized, Deferred income tax hablhtles are recogmzed for all taxable temporary
differences.

Deferred income tax assets and habrhttes however are not recognized when the teroporary dlffereuces
arise from the initial recognition of an asset or liability in-a transaction that is not a business - '
combination and, at the time of the transaction, affects nerther the accounting profit or loss rior taxable
profit or loss.

Deferred income tax assets-and liabilities are not prowded ‘ont non-taxable or nondeductlble temperary
differences: ‘associated with: investments in domestic subsidiaries, associates and interest in joirit. -
ventures, With rwpect to investments in other subsidiaries, associates and mterests in joint ventures;
deferred income tax assets and liabilities are reeogmzed except when the trmmg £ th

m the foreseeable future S
The ean'ymg amount of deferred income tax assets is reviewed at the end of each reportmg period and
Jednced to the extent, that 510 longer probable that sufficient :futpre taxable- proﬁts will betavallab],e
Eto a,]}owlall:or part o C rec defe d tax

Lail!

sbecorne p obable that'sufﬁerent future taxable prgﬂts Wik allow the deferred income fax ¢ assets tobe
Jeopvered Tt is probable that sufficient future taxable proﬁts will be available agemst Whrc]l a’
"deductible’ temporary difference can be utilized when there are sufficient taxable temporary difference
;xelating to the same taxation authority and the same taxable. entity dx:(haeh ate ﬁcpeetedtq reyerse in the
s

L

‘ PP,IJQ as ihe exy ted 1 Vers of.the _cledue P ary ifference. In such \stances,
eferred 1 mcor:qe tax asset is. recogmzed in the erled,m Whach the deduetlble terg_p Tar J:Fl,ifﬁ%%%g??

‘_"_ti“he'.

;Deferred income;tax assets. and habﬂlnes,aremeasured at the tax rates that are expected to apply fo the
"peric he e asset 1srea1f or the li hab ity is ’ _ettl d, based o tes ( ws) that have

“Qier current assets™
efﬁnane
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comprehenswe income net- of any relmbursement If the effect of the ume value of money is mateual,
provisions are determmed by d;lscoun‘ung the: expected future cash flows at a pre-tax tate thatreflécts
current market assessments of the time value of ¢ Thoney aiid where appropnate ‘the risks speciﬁc tothe -
fiability. Where d1scount1ng is used, the increase in the provision due to the passage of tnne is
recognized as a borrowing cost.

unless the possibility of an outﬂow of resources embodymg economic beneﬁts is remote

A contingent asset is not recognized in the consohdated ﬁnau(:lal statements but dlsclosed when an
inflow of economic benefits is probable : : e

Eglﬂl-l . o T TRy ‘_E,‘ o ) T T T LR R LR i Ak SR
Capital stock is measured at par value for all shares 1ssued Incremental costs incurred dlrectly

Bamc EPS is, computed by dividing net income for the year ; attrtbutable to equity holders'of the Group
by the: welghted average number ‘of common shares outstanding durmg the year, excluding capital
‘stock purchased by the Group and treated as treasury shares after giving retroactive effect to stock
[dividends declared and stock. r:ghts exercised. dunngi the year, if ANY: e e ;

Dlluted EPS ‘amounts are calculated by d1v1d1ng the nef mcome o for the year attributable to’ ordmary
‘equity holders of the Group (after deducting interest.on convertible preferred shares) by.! the weighted
average,number of ordmary shares outstandmg durmg the year plus the welghted average number of
ordmary .

b

- approved by the respecttve BOD of the Group Stock dividends are treated- as transfers from‘ refaitied
\earpings to, capual stock D1v1dends for. the year, that are. approved afiter. the. end f reportmg period are

k Related Party Relattonshms and Transacuons B S '
p'artyrelauonsmp gxists when the party has: the’ablhty ©’ conu-ol duectly' or: mdlrectly,
‘termedmnes or exercise sighificant i inflience over the:
ng demsmnst Such relaﬁonsths also exist betweén, and/or among entme_ wluch
. mmon control with the r reportmg enuty and s_lcey managemeut personnel duectors or
"stockholders. In'¢onsidering each poss1ble related party relattonshlp, _attentlon is directed to the -
,substanceof the ‘relauonshlps, .. T

its aﬁer tﬁe end of reporting pertod that prov1des dditional information about the Group’s
posu:lon at the end of reporting period (adjusting event) are reflected in the financial statements,
Events aﬁer the end of reporung perlod that are, not adjustmg events, 1f any, are. dlsclose when

.EURO MED LABORATORI.ES PHIL., INC,’AND/ SUBSIDIARIES T

attnbutable to. the issuance of new shares are shown m equu:y asa deducuon from proceeds net offax. .
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-~ Group' classifies a ﬁnancla"l mstrument or its cmponents, on mitial recogn‘rtron as'a financial 'asset,-a

Operating Segments

The Group’s operating segments are organized and managed separately according to the nature of the
products and services provided, with each segment representing a strategic business unit that offers
different products and serves different markets. Financial information on operating segments is .
presented.in Note 6 to the consolidated financial statements. The Chief Executive Officer (the chief
operating decision maker) reviews management reports on a regular basis.

The measurement pol1c1es thc Group uses for segment reporting under PFRS 8 are the same as those
used in its consolidated financia) statements. There have been 1o changes from prior periods in the

measurement methods used to determine reported segment profit or loss. All mter-segment transfers
are carried out at arm’s length prices.

Segment revenues, expenses and performance include sales and purchase between business segments
and between geographical segments. Such sales and purchases are eliminated in consolidation.

The preparation of the consolidated financial statements in accordance with PFRS requires the Grotlp
do ma;ce estmates and assumpttons that affect the reported amounts of assets, liabilities, income and

g i,

Estlmates and Judgrrferrts are contmualiy evaluated arrd are baséd on hlstoncal experience and other
fac_tors,.mcludmg expeci;auons -of futyre e\{ents that are. beheved fobe r.easonable lunde th
clronmsiances.. |

(191

ents .
fin the process of applymg the broup s accounting policies, management has made the following

Jgudgmepts, ‘apart\ﬁ'om those lnvolvmg estimations, which have; the most sjgnificant effects on amounts
iC atedﬁnaucral stat =ul

I}re Group, exercrseSJudglnent in classifying ﬁnancla_l ;ostruments ,1_n f 'cordance (i

ance with. the substance of the contractual

fingncial habllltyj 2 an;
angement and fhe ¢ ﬁrutro s_of afmanc;al asset, a‘ﬁnancral an equi T

Hof iype of lease
2 1ease -agrééniefits in respect of'its ‘depots ahd office. The Group evaluates whether

id rewards of qwnership of the Teased propemes retained by the lessorﬁ‘(operatlrlg
has determmed,-‘ ased on an evaluation.of the terms ¢ and conditions of the”
'arrangements thiat all srgmf’rcant fisk and rewards:of ownershlp over the Ieased properties are ctained

et

1‘essor The -leaSes'are therefore accounted for as operatmg 1eases (see Note 33

Lo

"ng from operatmg Ieases aro unted to P67 8 PGZ 3 rmlqun and P60 1 mrlhon
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Estlmates and Assumption RSP SIE f Ceomran T
The key assumptions concerning the ﬁ.lture and other key sources of est{matlon uncertamties at the end
of reporting period, that have a significant risk of causing a material adjustment to the carrymg '
amounts of assets and liabilities w1thm the next financial year are as follows:

Measurement of NRV of inventories ' '
The Group’s estimates of the NRV of inventories are based on the most reliable evidence avallable at
the time the estimates are made, of the amount that the inventories are expected to be realized. These
estimates consider the fluctuations of price or cost directly relating to events occurring after the end of
the peried to the extent that such events confirm conditions existing at the end of the period. A new, -
assessment is made of NRV in each subsequent period. When the circumstances that previously
caused inventories to be written down below, cost no longer exist or when there is a clear evidence of
"an increase in NRV because of change in econoniic circumstances, the amount of the’ wnte-do vl §
reversed S0 that the new carrymg amount is the lower of the cost and the rev:sed NRV e

_ and P0.92 bxlhou respectwely (see Note 9). .

Impazrmentfof loans cmd recezvables

"The Zmount and timing of recorded expenses for any period would differ if the Group made different
Jjudgments.or utilized different estimates. An increase in the allowance for impairment losses on
reeelvables would mcrease recorded:operatmg expenses.and decrease current assets, ...

: Trade reee’tvab!es H

Prmnsmn ‘for mlpalrment [dss" | 2,404,650

“ANlowarice for doubtfil accoum 79 4,386,054

Impa n{nent of AF{S’ financzal assets e ' B

‘The comptitation forthe nnpamnent of AFS financial assets requires an estlmatlon of the present value
of the expected future cash flows and the selection of an appropriate discount rate.’An impairment ;
1ssu arlses when 'there isan objecuve ev1dence of: mpaument, which involves 51gmﬁcant _]udgrnent
3! ent, the Group evaluates the finanicial health of the' 1ssner 'mong oftiers; Tn'the
> : ts, the Gioup expands its analysis to Consider chinges: h-he issuer’s
'mdustry performance, legal and’reglatory framework, and other factors that affect the recoverab1]1ty
~of the Group’s-investments: Further, the impairment-assessment would include an analysis ofthe : .
mgmﬁcan‘t or i :_longed dec]m"' 17y fa'1r value of the mvestm ‘_‘_‘13_beIowl1ts COSt.

DT

:NAS 6f December3 ® 2012 and 301T; 1
10 P:3 million. (See Note 14)

:,Estzmatzon of useﬁd l ives. of property, plant and equmenz :
. The Group reviews annually the gstimated useful lives of property and equipeent basedon the D
-over which;theiassets:are expected-to be available for us¢-and are. updated;f}expectatlons d1ffer fro;m
- previous gstishates: due to- physi¢al wear and tear, technical:or comme
-ether limits,on the use. of the property and.equipment.. Tt is possible that future results of opera
could b matenaﬂy affected by ehanges m these estlmates brought abo 1 by changes i the faeto

.obsolescence; and,leg_alfo e
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December 31 2012

The related balances follow (sés Note 11): -+ =

Cost : . P 6,192,578,653 P 5,795,980,187
Accumulated depreelatlon and amortization e 2,548.506,309 1,911,411,626

Depreciation and amortization . - o . - 256,244,897 -211,033,152—

Esa‘zmated usefid lives of mtangtble assets with fi nite lwes ' ' B
The nsefil lives of intangible assets are assessed at the individual level as having eithera ﬁmte or
indefinite life. Intangible assets are regarded to have an.indefinite useful life when, based on a.na]ys1s
of all the relevant factors, there is no foreseeable limit to the period over which the asset is expected to
generate net cash inflow for the Group. : -

Intanglble asset with ﬁmte useﬁJl lives amounted to Pl 7 m11110n and P2 0 m1111on as of December 31,
-~ 2012 and 2011 respectlvely (see Note 13) - o

) Impazrment of traa'emarks and hcenses wzth zndef mte lzves L :
The Group determines whéther trademarks and licenses are 1mpa1red at least annually ThlS requlres
'the estimation of the value in, __e_.of the ti;ademarks and licenses. Estimating value in use require
manageinent to make an estimate of the expected future cash flows from the cash —generating unit and
from the trademarks- and hcense and to-choose asuitable:discount rate to- calculate the-present value.of
those cash. flows.. ‘ . R E :

" “business;

: significant negauve mdustry Or, eCOROMC | trends and :

élgmﬁcant changes wlthran”ad 'rse effect on; the Companyj durmg the penod, or. are expected
0 fu h h, “asset is used or is

g .
amount The recoverable amount is the higher of an asset’s faxr value less, costs. to sell and. va_lue in
} , the sale of an. asset‘m an' arm’s
length ausactlon W ile value th “preseut value ‘of estimaté e cash flows xpectecl to
‘arise fromi the ‘Continuing uise of an.asset and from its disposal at the: énd of its useful life; Reécoverable

are ¢ tlmated for mdmdual assets or, 1f 1t 1s not: possible, for the cash-generatmg umt to

te g ? : . .l".
Fohtimued: 1sé' of the assets, the Group is* requlred ‘to'T
:matérially afféct fhe consohdated financial statements,
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EURO-MED LABORATORIES PHIL INC AND SUBSID].ARIES
. ! o Notes to. Camotzda:ed Fmancul Stazemsm.v,._.

Recogmﬁon of deferred income tax assets i g
The:Gronp reviews the carrying amounts ofthe: deferred mcome tax assets at the end of each teport!ng o
pei'iod anid adjissts thie balance of deferred income tax asgéts to the extent that it is no longer. probable
that sufficient future taxable proﬁts will be available to aIlow all or part of the deferred incone tax -j
assets to be utilized. The Group’s assessment on the recognition of deferred income tax-dssefs o .
deductible temporary differences is based on the level and timing of forecasted taxable income of the
subsequent reporting periods. This forecast is based on the Group’s past results and future expectatlons
on revenues and expenses as well as future tax planning strategies. However, there is no assurance that
the Group will generate sufficient taxable i income to allow all or part of the deferred income.tax assets
to be utilized. :

Deferred income tax assets recogmzed in the consohdated statement of financial position ; amounted to ‘
. P31 5 mﬂhon and P30 3 m1111on a of December 31 2012 aud 2011 respectwely (see Note 32)

Estimation of retzrement benef its cost and llabzl lity : :
The Group 5 retlrement benefits cost and 11ab111ty is actuarlally compu

,N,et ;em'ement Ian Jasse’ts.; as of December 31 2012 and;'201 1 amounted to n11 Net retu'ement benefits
j.\ablhtles émounte, 10 P33 5_ 1}11011 apd P39 '1]1': n,as,of December 31, 2012 a\rt “0‘]11
i b neﬁts Ccosts l’,

PR T 4
i

'Busmess Segments . . : : :
up’s operatmg busmesses are orgamzed and, anaged separately aCOo:dmg to the ‘nature of the
and serviee provided; with éachsegment répres entmg a stiategic business unit that offers.
nd rke

-DEIENTrASSCES and +-1apHIIES: ; ;
Segment assets include: all operat ets.used by a gment and con31st pnnc;pally of operanng
“ cash, rece ables, inventories and property, plant and eqmpment, net of aliowances and 1mpa1rment.
":Segment Iiebmtxes inchide-all operating {iabilities aﬂd“conslst principally of accounts payable, wagezs
taxes currently payable and accrued 11ab111t1es Segment assets and 11ab111t1es do not mclude deferr
‘taxes - o . i
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‘ * Notes to Consal:dated Finoncial Statements
. : . December 31, 201’ 2

_Inter—segm ent Transactxon .
Segment revenues, expenses and pelformance mclude sales and purchaSes between operatmg

segments. Transfer prices between operating segments’ are set on an'arm’s length basis‘in 4 manne;
similar to transactlons with third parties. Such transfers are eliminated in consohdatlon. '

The following tables present certain information on revenue, expenses, assets and liabilities and other
segment information of the different business segments:as of December 31, 2012 and 2011 and for
each of the two years in the penod ended December 31 2012 '

2012 R ‘
Manufacturing Lesdsing Service Food Elimination Totat
= (asmaunts in thousands)

Segment revenue P 3,032,192 P -~ P 310,838 P - 1,203,614 47,682y P '4,498962
Sey‘néntexpense' o . ) ‘2,597,222 - 300,906 1,209,133 (47,682) 4,059,579
Opertaingincome ~ . 434970 N 032 . (5519 . . .- ., 43938
- Other income (charges) ~ ET0 . L L(3314): .. 8189 . ¢

Icome beforetax. ¢ - . . S0 o - "'-'6,6‘13’ F

vaxsmnfor(bmeﬁtﬁvm) S ol ‘ : ‘ 7

- tax - R = = & I R - - Ry 1 Rt 543
Segmemnetmmme (loss) P 648,569 P - F 4,633 _F 2243, P . - P 655,445

Asscts and Liabililies

555875 P 1,050,827 ® . (936,631) P 8,982,277

S (KRN i 31518

555978 P . . 9,013,795

4,025,734

Long-term debt 813,733 815,526

'iI_l’lcomE'taipaya'bic- Fodata e e 2 mFO0ET T e sy ’.,.»990!467

'Tomlliabi.liﬁes " - P . 4,558,307, P . 5,231,727
e Segment Mformadidn 7 ST 11 AT il D ey LT o . L

Capital expenditures P 7,379 P . - P 42355 P 283373 P S - 397,306

Depreciation and amortization 179,937 - S 17,855 58,452 : - . 256,244

¥ LEM v

“Sépmeptrevende 0 . Pu 0 3193052 P 15079 P G 339)1

Segmesitexpenss 7 - 2671384 - 11816 ; . (57.79).

‘Qpertaing income 1 G 521,868 - . 3363 - 3,69 (12,522) 10,090 , + 526y
- -Othierincome (charges) - : - (180,283) R S S TSR - (moss) - {182.376)
Tncnmebefotcwgc ‘ cures -: s 34"585 TelL T 31167 : H " A (5,_090) ’I' 2 }344'1’19
Provision for (hmcﬁt 'Erom) o ) : ' .

- Hifloom fak - 101,121 ‘ 1,034 1,249 (1,790) e 101614
‘Smntnetmcume!}oss):"ir‘-"- © 42706 P 2333 P . 2906 | i EEA I i

Segmentassets T 7569288 P . 208866 P 416301 F 842,50 0)
“ieforied kit gssets : Pager - o T Eeyggg T b eaioTd prarit, v 530
MTotalassets - T 7593550 F 08,866 P AE257 P 645 P (6I5gI0) P BAZsdet

mcometm:payabm%*"h- SRR 1Y - A SR AN - N
"Total linbiies T 3225,435 F P06,808 T 168327 L

T55440) 7 5061031

B

. Other segment information . . )

Capital expenditures P 277045 P - P - iUe4194% P 376190 P - P 696,080
Depreciation and amortization 177,426 - i 14,930 18,677 - 211,033




‘ ='-.~EURO-MED LABORATORIES PHIL. INC AND SUBSIDIARIES;'-..;-:. :
R S Nore.stoComohdarea‘ Financial Statements -

Trade a_ﬁd Other Receivables -

BT P s 4 e 1 612 392’924..‘,...

. current status of the account. Allowance for impairment losses relates to trade receivables. No

dllowande was prowded on other receivables. The moyement m the allowance for impairment losses" _
. follows :

This acéount consists of: -~ - P e

2012 2011
Cash on hand and revolving funds _ .. P 44043579 P 26,123,841
Cash in banks ‘ : - 916,404,056 1,031,134,608

P 960,447,635 P 1,057,258.449

Cash in banks earns interest at the prevailing bank depoéit rates. Interest income eamed from cash in*
banks amounted to P8.4 million, 9.3 million and P4.3 million in 2012, 2011 and 2010, respectwely
(see-Note 27). As'of December 31,2012 and 2011, cash i in bank includes forelgn currency-

i denommated deposﬁs amountmg to $14 9 million and $12.8 rm]hon, respectwely (see Note 36)

This account consists of: -

R 2 f1,510,043,249. P 1374384881

Others . 5556808 4530066
. LST5599846 1378914947
Less. Allowance for Eloubtful Andounts . (36,793.078) (34 586’ 2054)

1 344 28-8'93

up ' :
based on a certain percentage of the outstanding ] balance of receivable, and on an evaluation.

s TR

L "  o S S 2012 g ~io_11

STy

P 3T981 404

34 3861054

-+ Decepber 31, 2012 )

012 . 2011
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December 3] 2012

) ‘".T:I:iefe afe 1o u"e.usactieus-‘ er e\ruent's' whlch eccurfed-during the -year mifﬁlﬁiné‘ﬁx"é"feﬂb' ;

et
)

: The cost of mventones recegmzed as expense in the consohdated statemeut of comprehenswe mcome

The account consists of: ©
2012 2011
Raw materials and supplies N ‘
Raw materials I P 195566482 P 238,692,466
Foods - S 49,985,648 38,477,243
Medical supplies ‘ T " 25,503,372 16,615,861
Packaging and supplies S - 12,189,286 8,247,410
‘Total | . = . © 283,244,788 302,032,980
Finishedgoods = =~ ' . Tt vo 0 856434335 619,063,506
e P 1,139,679,123 P 921,096,486

SRR T o RS T

S Dechnes subsequent to financial posmon date in market pnces 0 mventory not protected b
fum sales ‘contract. R

_hanges in pricing methods and the- effects thereof m e S :
_Unusual purchase commitments and accrued net losses 1f any, on sueh comm1tmen‘rs (Losses
* "3y hich dre éxpééted to arise from firm and non-cancellable commitents for the- future

.. purchase of inventory items should, if material, be recognized i m the. ace unts and separately_ )
__...disclosed in statements of comprehensive income); F0T
. The‘ a_mouut of any substantial and unusual write downs.

T

leshed £oods . o
Medlcmes and medlcal supphes B

amounted.to.P3.3 billion, P0.93 billion: and PO, 76 billion for.the: years ended December 31 2012 2011

and 2010 respecuvely
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December 352002

10. Other Current Assefs

This account consists of:

2012 ©- 2011

Input tax (unamortized portion) ‘ P 46,704,685 P 81,941,281
Prepaid marketing development _ 66,234,251 51,647,030
Advances to suppliers and contractors - 42,737,627 36,739,028
Bidders and performance bonds 39,608,089 35,255,547
Prepayments . . 44,849,309 28,384,006
Advances and deposits . - 39,502,245 28,241,043
Advances to officers and employees _ O 27,133,480 11,731,724
Creditable withholding VAT and tax o 12,959,622 11,882,628
Others , . 518,485 102,624

ST TP 30247,793 VP 20T0049T

S8 f.' 2

“Input tax refers to the VAT due From or paid by a VAT—reglstered person in the COUrse ofhls trade or
business on importation of goods or local purchases of goods and for services, inchiding lease or use
.of property, from a VAT - registered person. These are creditable against the output VAT on sale of
g60ds aild serv ides ‘diring the taxable quarter(s), except input tax for purchases of capital goods, the

‘qggregate acqms'tlon cost of which in a calendar month exceeds one mﬂhon pesos (Pl 0 mllhon)
which shal] be'spr

Pr epazd indrketivig developrient réfers to the attiount stlpulated in thie Grorlp
are'to beamomzeﬂ Wrthm the'next twelve (12) month period. : 43,704 A0

Aduances to ~supphers represent various partial payments for the purchase ‘orders of matena stand

packaging: supplies. :difvances to contractors pertain to payment of partlal ‘costiof contract to reno’&aie
Ieased steres and branches i

Btdders and. erformance vbond-refers to cash bonds deposited wrth customers as reqlm‘ed' yyits
bidding- progedures, . Blclders bond are withdrawable within thu-ty (30) days from completien sof
blddmg, whlle performance ‘bonds are w1t11drawab1e within s1x 6) elve (12) ths from

ATOup - expenses which--are~s
hquldatlon by .concermed .officers/employees wrthm the.next twelve.(12) month- period, Housmé ane
o a'ssrstance to emp]o_vees for acqln"s“‘non of heuse or car and are deductlble ﬁom

{the salaries of ¢oncerned employees.

ding er 0 de uctrons e} JINELS | es-0
are, crechtable from VAT output tax, tipon submission, of the »relatlve Certl cate- of
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11, Property, Plant and Equlpment

The roll-forward analys1s of th]S account as of December 31 2012:

Land T ; -
andLand  Buildingand Machineriesand Transportation Office fumniture |
improvements  improvements equipment equipment and equipment Total
COST ' : : bt
A1 Jonuary 2012 P 112665962 P 549,607,584 P 5,021,856,042 P 48,104,199 P 63,746,400 P 5,795,980,187
Additions 211,798,523 21,180,75% 110,736,047 261,195 46,729,335 397,305,859
Retitements/disposals - - - . {257,393) - (450,000% - __(707,393)
AT 31 DECEMBER 2012 324,464,485 571,388,343 5,132,334,696 47,915,394 110,475,735. 6,152/578,653
ACCUMULATED DEPRECIATION o
AMORTIZATION AND | . ;
At Jamuery2012 - . 1 18,692:466 178,447,086 . - 1696646676 ... 12,445,582 5,179,815 1,911,411,626
Depreciation and amortization ~ 26,190,253 13,775,174 202 046,631 5,330,493 8002346~ 256,244,897
.- Retiements/disposals - .: o .o s R . (62,703) ~ .7 - e T 100,208)
dmprimeentloss . o o Tt et . 62924584‘— :a:f"_:rmsnzsws;u., 380,949,080
‘AT 31 DECEMBER 2012 LT aARERTID 255,146,344 2,217,556,009 5'@8.-'506,309
_...NETBOOKVALUE AS. . B — e
OF 31 DECEMBER 2012 . P 279581,766 P 322241499 P 2914778687 -F . 30176819 P 97 293 573 P 3644072344

I.and O NN LI E PR I B | P - -

and Land- - Bmldmg and Machmenes and Transpmtatmn : Oﬁﬁce"furmture : ‘
i 1mpr0vements ] 1mpmvements T gutgment T equlpment " and equipment” "7 Total

COST - . - ek vl Yil iy Hslrvintine .
At Jonsary 2011 b 112,668,962 P, 423,961 334 P 4747 492,975 P 10,601,74 5 5,326,665,177
o T e e e s T 125646250 T 27482618 30,084,593 4103243 -4 1ZRE0501
Rebremme’dtsnosnls - - (64348) {3,482 143) . - (3,5?6,4?])
AT 3] DECEMBER 2011 © 112665962 '5‘2:'9,6{'1‘7‘,-534 " 5:021,856,042 48,104,190 63745400~ 5795,980,187
ACCUMULATEDDEPRECIA’I‘ION : ' ' ; 2

17,900,436 155,283,618 1,515,391,731 11,325,263 508,971 1,700,910,019

. 192,030 23,163,468 . - - 180,764,169 1,642,640 4,670,845 - 211,033,152
- N - L (522.321) - ) (531, 545)

T N g T L SR N g g R G

AT 31 DECEMBER 2011 _ 18,692,466 178,447,086 1:696,646,676 5519816 - 191K

NET:BOOK-VALUE AS

-O¥ 31 DECEMBER, 3011 - 93 973,496 . F 371 160

“D I d amortlzatlon expense charged to operatlons amounted to P256 2 mllllon, P2110
niiliorrand-P183:8° for the years ended December 31 '20 12; 2011 and 26}0 respectwely, breken oW
as follows:

e R P T I Y

Charged to: i
-~ Factory-overhead - 5,637,6
" Distribution expenses . 5 ; ..5,019,837,

: dm , 1strat1ve and selhng expenses ' ' 6, 29 375 701' )

2. thi Euro-Med sold its- nvestment i shares of stock-’m 102 EDSA that OWIIS the land where

0T
m up recogmzed 1mpa1rmentv
\ th

roup” Mandaluyong plant IS Iocated “In relation to- -the ‘sale, the: Gio
: ‘amounting to P380. 9 million.
consolidated. tatement of comprehensw d - incor:
: loss‘ g otnputed as the excess' of the pro rtys carrylng value over 1ts ‘
: ' 5 S caldilation: using cash-flow.. po
'plaut and équipment -are available f

(CGU THe CGU' bnmsted ‘of Vatious  prop rty, _




. EURO-MED LABORATORIES PHIL,, INC. AND SUBSIDIARIES *
Nore's 10 Comoladazed Finanicial Stiteniients
S - December 312082

plarlt_
Group’s Mandaluyong ‘Plant which are to be demolished ‘at'the end of the’
from the signing of the contract'on May 09 2012 relatmg 10, the sale of 'th mvestment of sha

stocks in 102 EDSA (see note 10).

The following assumptions were used in the calculation‘of value in use‘ .

Gross margins are based on average values ach1eved in the periods Jmmedlately before the budget
period. There are increases over the budget periods for anticipated efficiency nnprovements Values
assigned to key assumptions reﬂect past expenence except for efﬁc1ency nnprovement :

Discount rates used are the welghted-average cost of cap1tql which reflects the management‘
estimate of the risk specific to the assets. This'is the berichmark usedby management to assess
. operatmg performauce and to evaluate future investmient proposals ‘

The total cost of fully deprec1ated property, plant and eqmpment wltlch are:stlll
P68 8 ‘million and P66.5 mllllon asof December 31 2012 and 2011, respectively. .

Property plant and eqmprnent w1th an aggregate value of approxmlately P2.0 lnlhon have beenz' .
pledged as security for long-tenn ts‘as of Decem

12. Investment: Property_ Cur

Investment property is.aceounted for under the cost: model This: consists of a land held for rentals: As

of December 31, 2011, the fair value of the property is P437,440,000. The fair value of the property

-was:arrived:at using the Market-Data:Approach. In this\approach, the:value of the‘condominium units
jand: parkmg 10ts are based.in- sales and llstlngs, of comparable property reglstered_ wrthmi:he vxcm1ty5

Thisdccopmtconsistsofs. v v s

AR T TR FEEA LS

'Trademarks and hcenses . 555,3'9‘9-;3‘36%1:: 553399836
“Goodwill::: R \,32356,940
;-;;Pai;entsfand Lght,s_ R O T 1;68'6,—22 24 2,011,168

P

225 086 056 P 257 767,944

‘ -lPatents and rzghts are carned at acqulsmon cost and bemg amorttzed over a perlod of twenty (20)
years. The Group has registered trade names and trademarks with the Department of Trade-Bureau of
tPatents, Trademarks and Technology (BETTT) I PEY

8

\Movement in patents nghts accoum for the years Decemb 1 3 1. 2012 and 20 ll are @ follow 2,

i e

‘Begintfibgbalance el e S P '-2,501.1’l168."; P 2’1%;‘?}’2%}2
- Additions durmgthe year - Lo (1806’20; Lo '(.180 554)
SFmoitizati d it the ] erlod R T A 2 :
 Amotization dif i p - P 1836974 P 2,011,168
e e s E e e — }‘

_and eqmpment pnmanly butldmg 1mprovem it and machmery .equlpment, related to the
th1rty-51xth (36th) month ‘
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EURO-MED LABORATORIES PHIL., INC, AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2012

In 2011, the Group acquired the international trademarks “L1dex®” “Lidemol®”, “Synelar®”, owned
by and registered under the name of Stiefel Laboratories, Inc., (Stlefel US) and “Dobuirex®”, owned
and registered under the name of Glaxosmithkline Ph111pp1nes Inc. (GSKPI) and all registered
intellectual property rights associated with these trademarks, through the a551gnment by Stiefel US and
GSKPI of the subject trademarks to the Group for the total purchase price of Two Hundred Twenty
Three Million Three Hundred Ninety-Nine Thousand Eight Hundred Thirty-Six Pesos (P223,399,836).

14. Other Noncurrent Assets

This account consists of:

2012 2011
Prepaid marketing and development expense r '264,937,002 P 293 967 121
Refimdable and security deposits BLIWMERD L2 AGE TOIOL105127: 920

Construction in progress “63; 696 '508

- Advances-and deposits, housing and-car foans -+ - e - T
(realizable beyond the next 12-month period)

Avallable for sale f' nanclal assets

33,346,209

(-- - i
Prépaid 2

' RS
wiich aré to be amortized for more that tielve months, “The aniotit presented is Tief of Giitrant "
portion reported under other current assets.

" Reﬁmddblé thd securzty ‘deposits represent deposits made on lease contracts of various branches and
commlssary Wthh are recoverab]e at the end of lease terms.

LR ADTOLNL GO

e ﬁnancml S ef&are'therGronp smVéSﬁnerft i Piﬁhppme' -
' tails-areas follo

3 w B e d 44,0002 By e 44000
200,000 200,000

P 344 000 P 344,000

II'he PLDT sharesmepreserﬂs sfocks held: y the Group under the mvestee 5 Subscrlbers Investment v
Plan Thls isin: connectlou w1th the. various telephone lmes acqulred by the Grotip. Inveﬁstment in;7
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EURO-MED D LABORATORIDS PHIL. INC. AND SUBSIDIARIES”
. : p Notes 1o Camolrdated Financial Statements

15. Trade Payables

: December 31 2012-

Othens 1nclude construcnon bonds whlch represent conu'actor 8 guaranty Thonies. agamst defects in .
workmanship on materials delivered for a specified period following the completion of the contract

Trade payable mainly includes unpald blllmgs from the Group s supphers of AW matenals, d}stnbuted
products and other services. These are normally settled within one (1) year. As of financial posmon
date, the balances amount to P485.4 million and P369. 5‘3_1‘11111911_ for 2012-and 2011, respectively. -

16. Notes Payable .

' "This account congists of: =T

ves

: follows

' 2(!12

Curent . .. . TR oames 433302 P 2218750000

Noncunéx_it ' 815,526,616 811,300,000

P 3,150 959 948

3,030, 050,000

Current portzon of notes payable represents the Group ] net avaﬂments from t.he Ommbus Cred1t lmes '
granted by various local banks in the aggregate principal amount of P2.3 billion and P2.2 billion in’’

i "2012.and 201 Tyrespectively. The proceeds of the Joanswere used for working capital reqmrements~ ;

Credit lines are available in peso or dollar availments of up to 360 days term. Interest is payable /"
Tenéwable monthly or evers 60 to.90 days in arrears at prevailing bank loan rate. - Also inchided in: thls
racchunt isithe durrent matlmng portion:of long—term tgan’ amountmg to P347 6 rmihonm 0321 and ‘
P345.8millior:in 2011. P et T - G lemd 7 :

Non-current portion of notes payable pertains to the loans obtained by the Group from local banks
anable in three (3) to seven (7) years on principal amortization and interest rates are based on T-bills

g plil§ §pread: The loan proceeds were used to refinance short-term notes payable and for capital
_ expenditures. The loans are collateralized by a mortgage on land with an area of 36,314 sq. meters 1n _

Cavﬂie, bulldmg and mprovements on land; a11d machmery consmtmg of three productlon lmes B

_As at ﬁnanc:lal pos1t10n date tomi long-term loaus are presented net of curre

i 815,526 616 'P

ot efthe habﬂ ty du" wﬁh' or

“The roup as‘Omnlbus Cl'edlf. lines in the: agaregate atfiount of about P4.0 billion'on & clean. ba51s
Arom yarious, commereial banks. -These credit lines provide for cash borrowings, (Peso or. Dollars)
E%perb’Domesuc Bllls Purchase Lmes ‘Bankers Acceptances and Letters of Credit. (with.no margmal

“deposit at; opening). Avp.llments are fora: ‘period of 180 1o 360. days,.w1th mterest payablefrewewable

nthly or every 60 to 90 days;m arrears at, pl:evallm bank loan rates

Notes payable mature untll 2019 and bear mterest rates rangmg ﬁ'om 2 82%-8 ‘50% in 2012 and
'282%-600%1112011 e g o o
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The fair value of current borrowmgs equals then‘ carrymg amount as the nnpact of dlscountmg 1s not

srgmﬁcant.

The details of property, plant and equipment pledged as secunty to hab]lmes based on fan' market -
value as at financial position date follows: ‘

_ 2012 ‘ ' 2011
Land P 152519000 P 152,519,000
Building and improvements o 200,792,000 . 200,792,000
Machineries and equipment - 1,669,053,000 1,669,053,000

P 2,022,364,000 P 2,022,364,000

The- titles o_f real -e_state properties were not restricted.

17 Acceptances Payable

Thls ‘account represents trust recelpts on letters of credlt obtamed ﬁ'om various local banks for'the..

unportatlon of various raw matenals Thls is part of the avallments from Omnibus Credit lmes of
van ils 'mmerclalbauks GudA g O

R H T AR T O E R 8 Pt

Credlt lmes prov1de for (a) 1o margln deposrts at openmg of letters of credlt (b foretgn exchange
“Conversion’ at! prevailing banlke rate;; nd (c) usance and:tiust receipts- Available up to:180: days with
\iitetest payable-ireviewable misrthly or every 30 to 90 days in arrears at prevailing bank loan rate. As

-of’ ﬁnanclalposmon date; the balance amount to P213:8 Imlhon and P25.6 mllllonfor 2012 and 2011
respectlvely ‘

. ‘{ stallment Contra PaYable

Thls ccount pertams to a 15—year mstalhnent agreement in relatl_on_
ferm 1ease contract The ob11gat10n w111 mature on 15 November 2015.

Py FrAl it T A

The followmg is the movement of thls account

2001
,Balancebeglrmmgoftheyear L R 138687370 P "141462707
*gagnene - SRS N B (138 6873 _1 0175337
b < R B R 1 68’7_"370

yable are

‘1"'“ﬂi§%£iifﬁeﬁf'csﬁtractpayaue“‘" S S P ) _.”P' _. '1_.41_,4_62_‘,'707
*.Less: Current portion of debt _ B -‘-" o S : “2,-9'6‘97,610
S -E-.Long—terrhpomon ofdebt P ' SRR P 138,493,097

'":Interest’expense 6n this mstallment contract payable for the years 2011 and 2010 amounts to P10.0 -
mﬂhon and PlO 3 mllhon, respectwely Interest ts cornputed ai: a fii-ted rate of 7% based on the
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1. OtherCurrentLlabihtles

This account consists of; ... -

, 2012 20111
Agency payable o P 61,630,545 P 50,946,221
Accrued expenses T S 16,193,060 36,109,474
Others ” 5,456,237 2,016,663

P 83,279,842 P 89, 072 358

Accrued expenses represent accrual of purchases of ﬁmshed goods inventories, raw materials, and

services and various fixed operating expenses which statements of accounts were not yet recewed
before the close of the taxable year '

Others mclude deferred revenue and advances from customers

A_gency payableaccount cODSIStS oﬁ ‘:.. -3 T R JOotP O A, ity
1888/Pagibig/Philliealth premiums and loans P 12,994,662 P 10,741,896
.BIR withholding taxesand VAT payable . 48635883 40204325

P 61630545 P 50946271

J’hls.account consxsts of advance rentaland refundable depcsus amountmg w027
P4 500 000 in 2012 and 2011, respectively.

. S, Y T & S T E
. 5,000,0005000........ .5,000,000,000.

T ESiarces ™
b Balanee at end of yea:

ddmonaipald'm gpual |
Proceeds-and/or-fair value- ot‘ consmleratlons reoewed 1l eXCEss of:par-% alue;if-any;ars reeo
1 APICA As of December31 2012 and 2011 APIC amounted to P66 6 mﬂhon L

-'-»‘\Retamed Eamm § i d ]E)Mdends R T EER R 2

Wi --‘«In ameeting heéld 'on’ ‘Fune 11, '2012 the BOD unammously approved the declaratlon of cash dmdend
- of PO 03 per share to be taken. from the unrestricted retained earnings of the Company as of December
Li31,201; -?';o all: stOckhoIders of record asof ]uly 10,2012 and payable on August 03, 2012
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In a‘speelal meetmg held on, Apnl 12 201 1 and June 15 2011 the BOD unammously approVed e -

.. declaration of a P269.0 million stock dividend to be taken from the unresiricted retained earnings of.
the Company as ‘of December 31, 2010 subject to the approval of shareholders at the annual’- :
shareholders® meeting to be held on June 15,2011. Mereover, the Board also approved the 1ssuance-of
Two Hundred Sixty-Nine Million Eighteen Thousand Five Hundred Forty (269,018,540) shares with a
par value of one peso (P1.00) per share from its authorized and unissued capital stock.

The stock dividend of two hundred sixty-nine million, eighteen thousand five hundred forty o
(269,018,540) shares is equivalent to 7% based on the issued and outstanding capital stock of the =
Company of Three Billion Eight Hundred Forty Three Million One Hundred Twenty Two Thousand
(3,843,122,000) shares with a par value of One Peso (P1.00).

The above stated board resolutlons were approved by

. The stockholders durmg the annual stockholders meetmg held on June 15 '201 T-
»  The Securities and Exchange Conimission (SEC) on Jung 29, 20115

' -The Phthppme Stock Exchange, Inc., (PSE) on J uly 12, 201 1 and was listed onthabsane
‘ date ‘

y‘ l4 20LO,, the Board of D;recters lmanmtougly ap
' _ ek dlvrdend s taken. from the unrestrlcted ret: 125 6
] ation as. of De mbet 3] 2009 sub_]ect to. the approval of shareholders at the anm al‘ e
‘sharﬁ _olderé’ ineetmg t0 be held an July 21 2010 The Board further appro dto 1n_ :
anthe  fro to

Three i—lundred Million (300 000 000) shares W1thra par: valoe of one peso (Pl 00) per share from its
authorized-and unissued capltal stock, .The apphcatton for the increase, in the authorized Share cap1tal
ab 0

iThe_' stock: d1v1dend of three hundred mﬂllon (300 000 000) shares is equlvalent to 8.46710895% based
on the ssued and’ outstandmg capltal stock of the corporauon of Three Billion Five Hundred Forty

-Three Million One H,undred JTwenty Two Thousaud (3 543,122,000) shares w1th a par value of One
Peso (P1 00) - .

The aboye stated board reeolutlons were, approved b.

 among the con: . ated parties

-‘:party is an entity - that hasihe abihtyrto comrol or. exerctse.stgmﬁcant mﬂuence dtrectly mdrreotly,
over. the other party n makmg fmancml and operatmg dectstons Transactxons betwe eml_)ers of the
e : r ‘no longer mcluded in the

P onsider d ‘to' bé related 1f one. party has_the abthty, dlr_ectly or. md1rect1y, frol the
other party or exerc1se srgmﬁcant influence, over the other party in makmg fmanclal and:operatmg
decls1ons “Parties are also considered to "be related if they are subject to common control or common
' srgmﬁcant influence. Related parties may be indj 'duals or corporate entmes The Compa:ny 5 related
parties mclude R
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. ';:'-Key management personnel close famﬂy member 'of key management personnel and entlt:les

~ which arecorittolled, significantly influenced by or for which s1gmﬁcant votmg power is; held by

- "key-management personnel or their close family members; -and ..
»  Subsidiaries, affiliates and other related parties. '

The Comparry has several busmess relationships with related partm Transactions with such parties
are made in the ordinary course of business and on substantially on same terms with as those
prevailing at the time for comparable transactions with otber parties. These transactions also did not
involve more than the normal risk of collectabzhty or present other unfavorable conditions.

The amounts and balances ansmg from the foregomg mgmﬁcant related party fransactions of the
Company are as: follows- ‘

2012

[ I

EURO-MED LABORAIOR]ES PHIL AINC. AND suesmmmns ?

. ) " MNamreof . Amount!

Related Party ‘ ' .Tra‘nsaetions' - Volume
RS Stockholders [ L Sy o et e e -
us Automotlve Co Inc .. Operating lease ~ P204 Million . Lease'term is for one (1), year

penod and- renewable annually

i J’Eam Tnterbst at-the-p_relrml-i_ng- e
* bank deposit rates; wnimpaired; .
and unrestricted as to withdrawals

4.1:Million.+ ..., Hotel charges arethe same:as, . ¢ iy
charged to other regular customers:

Unsecured and Wlll be settled

"ini cash

“Other related party )

Philippipe Label Park Corp. Py
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- EURO-MED LABORATORIES PHIL. INC. AND SUBSIDIAR[ES

Nate.s to Consolidated Financial Statements
; : . December 31, 2012

L 2011
- Nature of Amount/ . o
Related Party Transactions Volurne - Terms and Conditions
Stockholders :
U.S Autometive Co., Inc. Operating lease P20.2 Million Lease term is for one (1) year .
period and renewable annually
upon mutual agreement of the parties
Philtrust Bank Savings and current 25.9 Million Earn interest at the prevailing
deposits bank deposit rates; unimpaired;
and nnrestricted as to withdrawals
Affiliates .
Manila Bultetin Publishing Advertising services  14.5 Million Advertising rates charged are the -
Corp. : o o o same.as charged to regular 'cl.istomers;
IR E Unseeuredandmllbesetﬂed
Mamla Hotcl Hoféi services

Compensation of Key Manag;ment Personnel

nier into.an,

Wl Pty

putsfandmg warrants or options held by directors and officérs. The |
key management personnel by benefit type follows:

~chiarged to ather Tegular cnstomers
Unsecured and will be settled
in cash

5 Same terms;’ and condmons as trausactmns
e Vit G EHET sﬁﬁﬁﬁeﬁ‘s'nfthe Company.. -
Purchase price depends on the prices
isubmitted by:various suppliers;
“U:'asecure'd' and willbersettled
vimcashy ot ageonion of th mties

The Company's executive officers receive a fixed basic salary ena monthly basis. The Company does
; emgloymentfmanagemem contract with.any of its exg

Short-term employee benefits

7,201,030

Post-employment beneﬁts : o

_ 23 802,493 P - 21'611"510

‘ X it
QG0
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23, Revenues™ ©

’ Decemberﬂ 2012

This account consist of
2012 2011 2010
Local sales P 3975377068 P 3283676782 P 3,356,076,132
Export sales R _ o
ASEAN 32,223,803 310,638,710 317,903,511
Other Asian countries 69,693,372 66,575,174 64,061,210
Africa 67,000,719 53,487,470 58,435,007
Others _ 43829067 . 59,145,113 72,024,488
- - 212,746,961 489,847,067 512,424,306
. Totalmetsales . .. 4188124029 - 3773,523,849. - .- 3868, 500.438-
Serviceincome 3108383857 00 25551838 1S3 06687F

P 4 498,962 414 :

P 4 028 742 417 ‘

P 4 021 567 315,

The amount above is net of sales returns and sales dlscomts for prompt payments and volume ;
- _dlscounts which the Group is, extendmg to customers in its ordinary course of business amounting to
+ *P60.4 million, P37.2 million and P70.1 million in 2012, 2011 and 2010 respectwely

24. Cost-of Goods-Manufactured-apd Sold - - -~ . e T
Th1 ount conswts of .
2012 - 2011

Ra'\’:éiﬁa{e'ﬁéls'aﬁd“sdj;plies P 1,306 353587 P 932343517 P

Du'ect labor <292, 254 675 230 602 372 95 797 266
. Manufactunng oaverhead - NG 092,196 525 .. 942 900,222 . .. 69‘7 371 104,
~Cost.of goads manufactured. - - 2,690,804,787 . ... 2,105,846,111 . . 1 1557592752
_Hinished goods T N TR HE Ry

=+ Beginning ¢ of ye,ar . 619,063,506° -+ =

"""Purchases -

L, 706,812,870
- T(856,434,335)

¢ (619.063,506)

'-"(721 381, 239L

- Endof year T T T
T P 3,160246828

P 2,677,605, 884 il

'?‘The--detaﬂs of raw matenals ancl supphes used at December 31 are as follow

P 2,740,941,013

2012 2011 2010

" Begmmng of year ' 302,032,980 P 176,917,297 P 206,417,137
Purchases ' . 1,287.565,395 "1,057,459,200 - - 734,924,542
- Raw-materials and supplies ‘ e e e e
-, available-for use - . 1,589,598,375 .. .. 1,234,376;497-.. . -.».941,341:679.
-{283,244,788) (302,032,980} (176,917,297)

Endofyear. - . . . .
R P 1,306;353,587

P .932.343,517

P 764,424,382




o EURO-MED LABORATORIES PH[L INC AND SUBSIDIARIES
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25. Distribution Expenses

26.

b épreciation™.

December 31, 2012

i

This account consists of: -
2012 2011 20 10
Delivery expense _ P 151,226,483 P 137,737,078 P 128,200, 433
Rentals 23,412,494 22,333,882 22,679,815
Salaries and wages ' 21,228,089 24,215,725 22,690,944
Taxes and licenses 14,027,198 16,770,337 18,563,644
Depreciation 4,536,383 - 5,019,837 . 4,948,592
Light and water 3,736,411 - 3,244,496 3,024,678
Repairs and maintenance - . -3,506,900 .. 3,181,199 v 2,778,333
Office/warehouse supplies Y 2361928 4,106,681 . 3,667,481
Postage and telephone. .- Ll e 1,394,487 0 - 0 1,819,653 E i
Transportation and travelling - - wol10342% 0% [, 112440
'S8S/Medical/ECC/HDMF S 1,094,906 - -T,A6TA434 )
-..Insurance - .. w004 - o 848,234

Representamon and entertamment - 170,039 - 890,803 678 527_

. Mlsce]]aneous o S 3,283,579 - - - 3,517,634 3,399,320
hlayriiorting Mo . ‘ P 232,093,338 P 226,265,433 P -215,056,128

The rental-expense: represents charges on operatmg lease agreemen‘rs which are renewabie annua!ly
subject to mutual agreement of both parties.

Admlmstratwe ‘and Selling Expenses '

Thls account consists of*

P 123755412

il ries and commissions P P ;
Markenng and development expense '165;988;579 132r 932 034
: and‘travelling 52JQ5_6 448 . 33759, 6@9‘

d'disability discount
wnl e e ‘

a1

Taxesiand licerses
1Professmnal‘fee__s L

-Light: ._a.n,d.waxér

Gas and oil 1 214 021 ,
"Postage dnddelephone ;7 sl 154102, 89901 v, 2 5] 686 S0T0vie B adi
:$88/Medical ECC/HDME 5,513,973 5,722,834 4,676,456
“Training and seminars ” 5;3}5:3;305 TOUTTTTERES S5 T 1544371
‘Office supplies ComommTm s 5 031,600 T T 6,383,599 7 75,189,814
JRSWIBNCE: Fiv s vty i s Hame o 0 3,404,256 i 2445480 ¢ 501,559,268
‘Repairs and mamtenance L 2, 484 822 23,113,388 71,919,445

Provisidnfor'credit losses 12 423 Gig .j’ 2 1097,023
ey R T O 210,760,544, .
MISCEHANEOUS ... oo oo oo oo oo _.,.29,-419,1-29& .. 219242863, ... ..

P '660 ‘108;01‘4 P 590,868.500
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27. Fmance Inceme

ThlS account cons:sts of
2012 2011 2010
Interest income . P 8398116 P 4824784 P 4315018
Dividends L 8,100 4,507,550 10,800
P 8406216 P 9332334 P 4325818

28, Interest Expense

,' ThJs account consmts of mterests on loans as foIlows =

ROWA T

— : TR o 2010
‘Shorttermloans - P 130437206 P 149262774 P 129977,540
4%, rheng-term loans. - 49,518,222 - 54 971,459 69,373,423
D e P 179,955,_4_28,\ P 204234253 P 199350963

e e or 2012 2011 2010
Royaltymcome . P 3598844 P 23886158 .
: Meralco FefrRd Ty PR e e o ' a1 12068 872; L
Interest on car/housmg loan 3712684 2634, A20 5 T
e T e T . 223304 - o 643,180 ..

7,535 422 P .. 7.732.630. . P-
ke i B T dov o - (e

‘T dp a_s ari unfunded; non—contr]butory deﬁned beneﬁt retxrement plaxrwhlch covers,
substantlally,all of its regular employees. The beneﬁts are based on’ years, of service and comp tion
on the last year of employment Under the Plan, the normal retlrement age 15160‘or aﬁer completlono atf

0
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continuous service to the Group. Retiement benefit for both normal and early retirement is equivalent to
one month average basic salary for each year of service rendered. The latest actuarial valuation was made
on December 31, 2012. :

The following tables summarize the components of retirement benefit expense (in¢luded in salaries

and wages account) recognized in the consolidated statement of comprehensive income and the funded
status and amounts recognized in the consolidated statement of financial position for the plan:

Retirement benefit expense

2012 2011
Current service cost P 6,039,526 P 5,634,643
Interest cost 4,845,426 4,673,833
Amortization of transitional liability BRI L B R U T .
Actuaria] loss
LB

: Do
“Tncluded under sa]anes and wages

Ty Cost of goods sold and, manufactured ‘ 5.5, Bi 1, o73033,295
S e ‘2:17235(1 g gnd ?.1:38 10,297
10195 140,785 . £ 1:31:40,027,741

P 19,709,766 P 19,471,333

Retlr‘ement et vt ome ¥ s dmany aoms i e £ wa . eet s b s bk s e

AT ors aor e ot i
Defined baneﬁt obligation | o

Eairvalue of the:plan:assefsi«iiiliy e e L
Uﬁﬂlﬂdedabhgatlon T

v (26 983 743)“

’;Actuarial'lossf(gain) - T

{oExperienceadjustments 22,924

Changemassumptwns e e et 13,8345372 . 75531

Benefi o T (5,799.846) (5,105, 160)
L P 88,048,549 ' P 69 106147
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The | ll-forward analys1s of unrecogmzed actluanal losses fol]ows

e

2012 2011

Balance at beginning of year o P 14372727 P 15881463
Limit of corridor ' 6,742,647 6352715:
Actuarial loss outside corridor 7,630,080 9,528,748.
Average expected future service years T T 16 ST
Actuarial loss recognized ‘ R 13,633,588 - 75,581
Actuarial loss due to PVO . L (1,246,274) (1,584,317)

r 26 760 041 P 14 372 7271

The Group has no retlrement contrﬂ:utlon for the year ended December 31 201 1 The Group does not o
expect to contnbute to the plan i 20 12 o o

As of the begmmng of the year, the prmclpal getuarial assumpttons used to determme retirement:
beneﬁt obhgatlons are:’ :

Salary bRt i S —
Nemrank’and file::

-
& \-,‘ "‘Ar;"‘-

R

'The Group § provision for mcome tax mcludes the regular corporate mcometax_lh(RﬂQIT), rmm Uity
"Corporate income tax (MCIT) and final tax paid at the rate’ of 20% for px

deposits and 7.50% for
tferetgn icurrency.deposits: which:are final withholding tax on gross. mterest_mcome ;These ineome::
taxes as well as the deferred.tax provisions are presented for income tax in the statement of '

eomprehenswe income. Detalls follow: ' - s

i T "20iii‘ B ':‘201’1 S 5'20.‘10:-
Corporate incorme tax P 85403713 P 108,111,615 P 133,654, 723
 Defrredr e e A (2121,885) ~~ “(8.039:792) (6 564 290)

P 85,‘5’4’3',78’4 P "101‘,‘613_,;57-81,' ‘P 127 82_9 551

Under Repnbhc Act No. 9337 — Income tax amendments, the ‘corporate incérile taX rate applicabld
- from-January-1.to October 31, 2005 of 32% in 2005 was increased to 35% effective November.1;
2005, decreasing to 30% ‘effeciive on January 1, 2009. "Because of the change in the corporate mcpme
» tax rate, the allowable deduction for interest expense in Section 34(B)X(1) is reduced by 42% (from::
‘ 38%r) of interest income subject to final tax and 33% (from 42%) upon the effecttvtty of the 30%..
Orate fax rate on J. anuary 1, 2009 . ] .




No.!‘es to Cansairdared Fmancm! Statemenis
. Decemiber 31 017

A

Reconciliation of statutory income tax rate fo the effective ificome tax raté follows: -~

Statutory income tax P 219,708,489 P 103,235,303 P 127,820,551
Income subject to lower tax rates (1,681,243) (1,984,789) (1,170,939)
Tax effect of timing difference ‘ . 7918,110 6,861,101 902,431
Non-deductible expeses (140,541,643) _ - 6,093,680

P 85,403,713 P 108,111,615 P 133,654,723

The components of the Group’s deferred income tax assets are as follows:

2012 2011

Unfunded retirement liability S s P 13,003,047 P 14,074,703
" Allowance for impairment on  receivable B 11,037,924 10315817 -
NOLCO e D TATTIIER 5,949 ‘849 .

 Within one year P 205008676 P 256,607,544

'Aﬁef‘on g veat Poré than fiveyears T 55 503 089 135,298,338
— T ey S - P-450, 691 764 ] 59'1';905;882
};{ﬁuw,'fxia cognized in the. following line items in proﬁt or loss

LEL20TL UL

o EURO MED LABOR.ATORIES PHIL INC. AND SUBSIDIARIES .

#15,633,059°

-
16,102,051

.’:‘fCGé“t"df'géﬁﬂé’éél TR IR R T RS 23T
Distribution expense _ 23,412,494 22,333,882 22,679,815

. . Administrative and selling expense . 28275254 24355574 27,184,041
R T N R R e P. 60,116,174

:67,789,799 P ¢ 62,322,515 .

FAvofPece bt ',=*=2012 ‘thie Group: had & total of !
“which:wete. filed. for the collection .of various: amounss.for- bouncmg checks 'Phe aggregg ;

:clalmed or the same-is approxmqately P96 million:- Three (3) of these cases noi filed-by: theicom
) ver pending sclaim:
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35, Ea‘_ _ mgs* per Share (EPS)

D R A

Comiputation of basic and diluted EPS is shown below: ;

2012 2011 -
Net income . T P 655444461 P 242,504,100
Divided by the weighted average number of shares . 3.977,631,270 3,977,631,270

P 016 P _0.06

There were no potential dilutive shares in 2011 and 2010.

36. Fmancla] RlSk Management Ob_]ectlves and Pollcles ‘f"'i-””-‘ R

The principal financial mstruments of the Group compnse of cash aud cash equlvalents 1otes payable,

. acceptances payable, and amounts owed to-affiliates. The.main purpose of these financial nstriments’.

" is'to raise fund for the Groip’s operations, The Group has various other financial assets and liabilities
such as trade recetvables and trade payables whlch anse duectly from 1ts operatmns

Themain risks arising from the Group’s ﬁnancml mstmments are formgn cun’ency market nsk o
Jiguidityisk; interestrate risk and efedit:tisk. The:BOD reviews and approves policies for managmg
each of these risks and they are summarzzed below, together with the related risk management
structure ’ N k

:efeﬂltRlSk s i g AL EP AL R s SRR UTAT LA L - 5 s R
- To manage credit risk,ithe, Group frades only with recogmzed and credlt-worthy customers. Jt is the
Group s policy that all customers who wish to trade on credit terms are subject to credit verification ‘
process. with emphasis on their capacity, character and willingness to pay. Each customer, whether |
_ -jcorporate of otherwise, has:an, approved maximum- credit limit.. These limits are reviewed regularly by
'the Treasury Department Trade recelvable balance is momtored on an ongoing ba513 w:th‘the result

, fr "'oﬂler’ﬁnanclal assets. of the Group, which consist 0f ¢ cash wi
anks and s e, Eieposns,, ,Group 8 exposuré 0 credit risk arises from de; ulf of the counter
arty with : a max1mum exposure equal to the carrymg amount of these’ mstruments L

R ECRO.MED LABORATORIES PHIL,, INC, AND SUBSIDIARIES
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EURO-MED ‘LABORATORIES PHIL:, INC; AND SUBSIDIARIES

Nates to Consolidated Fmanctal Statements
) December ‘31, 2012

The table below shows the gross maximum exposure. to credtt rlsk of the Group as of December 31
2012 and 2011, without-considering the. effects of col]aterals and other credlt nsk m1t1gat10n S
techmques . o

. 2012 2011

Cash in banks E P 960,447,635 P 1,031,134,608

Receivables B . : . '

Trade . - : © 1,570,043,248 - 1,374,384,881 .

Non-trade : 5,556,598 - 4,530,066

Others :

Advances to suppliers and contractors 42,737,627 36,739,028

-+ Advancés and deposits 7 SUETLT e 39,502,245 - 028,241,043

7 Advances to officers and employees N © o 27,133480 - 1--7 731-724
‘Long-terrn recelvable Co ce e © 625,000,000

B o e I ,,5,27(}”420 833 P 2492, 1350

Sty L .

- ‘The Grbuf) has no-significant exﬁosure to -ereditrisk.--

The table below shows. the credit quahty by class of ﬁnan01a1 assets as of December 31 2012 and

Neither Past Due Nor Impaired .

High Standard  Substandard P
Grade” T T Grade " Grade . Not Impalred |
{amounts in thousands) R R

1"’12951ns dnd Receivable o
Chhi in banks ‘P 960,448 P S R R
Rétgivablas -

03 Tedde . 1 020,528

" Advances’ to ofﬁcers
e, 0 employees
- Long-term receiv

o P272095 P .. - P . - ..P 549,515 .13»32?0420

Nelther Past Due Nor Impalred e o e
igh ¢ 0 Substaudard Past Due But L

PLuLs P R _

903 559 -
4 530 -

Erifdvancesto, supphers

. Acand contractors 36739 . :

o ﬁdvmoesanddeposits . 28,241 R
B 2021935 P

41
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Notes to Comolzdated Financial Statements
. December 31, 2012

: lnansandRecElvable '.’ CToErr T

The Group s bases in grading its recelvables are as follow3‘ k
ngh grade These are recelvables wh1ch have lngh probabﬂlty of collecuons

Standard — These are receivables where collections are probable due to the reputation and the ﬁnanclai
ability of the counterparty to pay but have been outstandmg for a long period of time.

Substandard — These are receivables where the counterparty may not be capable of honoring its
financial obligation.

As of December 31, 2012 and 2011, the agmg analy51s per class of financial assets that were past due
but not nnpalred is, a8 fOllOWS: .- o o vzt - . L

Y i el A Pastdueor j
- Past due but not impajred ol v1dual]y Past Due Bt
060 days ;" over Gﬂ'days A fpd

(amozmt.s' in thousand.s') o

* December 31,2002

Total . .. nonmpa]red"‘

Cash in banks . P 960,448 P - ‘96.0,443_,1);, - P -
Receivables ‘ i -

T hilrdenup o bty ; R B ISRV 628,017 - -
"Non-trade. . .. - - 55857, : 5,587 - - . [ - -

1 Qthers, A - i
“Advances to supphets

e
(3]

/ po
AR AT Sy O Gl T
Ydvanies 15 othicers

., and employees | o233 27,133 - - - -
S fi L Y GIsidb0- i L Lgpsignp iy I T T T -
2,249,893 P 392,511 P 628,17 P =
£ H Ly ~Neither: <ot~ o - Past dugor..
December 31, 2011 - pastdue- - Pastdue but not impaired mdmch_:ally PastD_ue But

ol rorimpaired . 0-60days ~ overe0days . dimpaited Noflmpaired
{amgunts in thousands}

sonaaey U 0T

Loans and Recewable it
Cahibanks 7T TR 081135 B

- wReceivahlescorant o 0 - S Ce e :
ade : 1374385 - . 499995- 349756 ¢ . 524634 » o . o il-

TTL031,135

CohTade s i F— Y )
‘\(I‘gdn-h-ade ' ’ 4530 4,530 - - - S
i Advancec to suppl:ers

@nﬂcontractors S
Advances; and;depostts v

hquldlty nsk management 1mp11es'mamtammg‘sufﬁclent cash and marketable securities as
‘ "dljy requirements and positions are monitoreds
Sufﬁt:lent credit lines witht va:rmus1 focal




‘ EURO MED LABORATORIES PHIL, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2012

The table below summarizes the maturity profile-of the Group's finaficial liabilities as of December 31, .
2011 and 2010 based on contractual undiscounted pa'}_rments (principal and interest).

Total ‘ +.. Contractual undlsoounted payments -

December 31, 2012 Carrying S Less than :
: Valug On demand.” - _ lyear” ' 1to5years " >3vyears
*famounts in thousands). . =
Trade accounts payable P " 485394 P - P 485394 P I -
Notes payable ' o _ o '
{including current portion) 3,150,960 - 2,335,433 203,882 631,645
Acceptances payable 213,865 - 213,365 - Co-
Installment contract payable : : '
(including current portion) . B Ce - B -
. Other current liabilities 8 :
Accrited expense o O 16,193 16,193" R
Moncurrent liabilities S 2700 it P S2,7000:
ot P . -3,869112 P = P 3053 5857 (P

E LR Leas tharr
! . year ;.
(amounr.s in Lhausands)

'I‘rade accounw payable P LB = JE N
Notes'payable’ ' o : .
... {including current portion) . .. . ... .. 3030050 ‘v o130 . .7 556000
Acceptances payable 251,661 : 251 661' - Co-
Instalhnem contractpayable et ) L P ] . -
. 3 i 141,463 - 2,970 ‘ 138,493 Y-
" 36,100 - " 36,109 ,
4,500 - T 4500 - -
P 3,833264 P - P 2947471 P 329,793 P 556,000

. financial position and on some finaricial msmments 1ot recogmzéd in the financial position (i
certain loan commltments if any)

L AS of December 3% 2012 and 2011, thquroup §: exposure to mterest raterisk pertams to the :

~ifluctuations. in interest rates of its intexest-bearing loabs and borromgs “The Group mahages. its.:
- exposures in interest rate risk by closely monitoring the : same with various banks and other financial
' mstruments and maxumz.mg borrowmg penod ‘based, on market: volatlhty of interest rates. , '

2012 201’1
(amounis in.thousands)

“Within'one (1) year-
s t=@verone(1)-year -
‘ Acceptances Payable _ ' S : .
: in.one (1) year ) - o . T 213,865 251,661
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Nores to Consahdared Financtal Sigteménts -
L December 31, 2012

' "‘-"".-EURO—MEDLABORATORIES PHIL., INC; AND SUBSIDIARIES

The Group 5 mterest bearing loans and bcrromngs carry ﬁxed mterest rates thus. the Group’s interest:
rate risk exposure is considered minimal.

Prlce RlSk

The Group is exposed to price risk because of the nature of its business. This is managed by
maintaining good business relations with customers, producing a vnde-range of products and
providing prompt, courteous and efficient marketing and-delivery service. L1kew1se for valued
customers, prices are contracted for a long-term period. - :

The Group does not anticipate that its high quality intravenous fluids products will decline
significantly in the foreseeable future and therefore, has not entered into derivative or other contracts
to manage the risk of a decline in market prices. The Group reviews’ its outlook for market prices’
regularly in con51dermg the need for active financial risk’ management

: Forelg;g Exchange Risk - . g FET
'The Group is exposed to foreign exchange nsk arlsmg from vatious CUITEnCY X

‘with respect to the US dollar. Foreign exchange risks arise from future commerc
recogmzed assets and Tiabilities, importations and expoﬂ sales.

rTh,e Grcup hplds foreign.currency-denominated dep051ts amounting to P626,656,920- or\$ 14,948,877
31 2012 aild. P479 889 147 or $12, 755 612 as ofDecember 31,2011, "which can be

2011
Forelgn o Peso Fore;gn Peso
' currency co Conversron T ‘"'cumency, _~_Conversion

OO py ey

T ToThT

23‘,‘127,614 ©1.4613973,330

i O UETRIA664 T 5,589,435
- _ - 37,842 1,277,737
2,235,240, .. 101,650,840 . . . ( 11' 048 645

LI 2[4;948;87?7"3"1’ : 26 656,920

K The Group also has trdnsactlonai curtency: eXposures' ”Such exposures anse from sales and purchases
in curreucles other than the Group s functional currency For years 2012 and 2011, appro:icllmatelfy’

At 'denemmated' ‘curreii es‘ o_ﬂaex‘- ;

2012,

; S Pese P oo Ll Pese
b e CUSDIY ' Equivalent yspi Equivalent
Cash in banks S12479,189 P __512,620.126 $10,564,186 P__ 463,068,485

C Exchangerate oo poo 08 7
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.’EURO MED iABORA’I’ORIES PHIL  INC. AND SUBSIDIARIES
© Notes to Consolrdafed Financial Statements
Degcember 31, 2012

) shareholders return capital structure or issue capital Securities. No changes have been mad ,111 the

The followmg table demonstrates the sens:tmty to a reasonably possrble change in the US dollar rdte,” -
w1th all variables held consmnt, of the Group s'profit before tax R . -

Peso Appremanon (Deprectatron)f --Effect oy Prof t Before“Tax s e
2012 ' “ao0w P 50,276
©10% | (50,276)
2011 _ " +10% 48,984
: -10% (48,984)

Capital Management
The Group adopted the financial concept of capital whlch -comprises all components of equity, i.e. share
capital, share premlum retained earnings, etc. The primary objective of the Group’s capital
management is to ensure that it maintains healthy capztal ratios in crder to support its business and.

. maximize shareholder value. The Group manages its capital snncture andmakes adjusjments f0 these,
ratios in light of changes in economic condttlons and the risk’ characteristics » 3
_maintain or adjust the capital structure, the Group may adjust the amount of

objectwe pohcles and processes as they have’ been apphed mprewous years

ﬁ up.n ‘ e 10-24
total capltal ‘The Group mcludes w1thm gross debt all loans and borrovwngs, while equity represents tofal

eqmty Followrng isthe computatton of the Group’s debtto—equlty ratigasof DecemberB 1; 2012"qnd ™

2011 :- -
Y ST
2012
ghort—term debts o e {45 084y
- -""Cﬁﬁﬁﬁf'ﬁ'o-rﬁéh'bfndfé's payable™" " T T T TP T 338,433,332 TP 2,218, 750,000

- 2,969,610
_ .-.213,864 08, .7, 251,661,487,
,298 040,
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- Notes to- Consohdared Financial Statements

December 31, 2012

37. Financial Assets and Liabilities

Set out biglow is a comparison by category of carrying amounts and fair values of all of the G*roup 5.
financial instruments that are carried in the financial statements.

EURO-M.ED LABORATORIES PH]L INC. AND SUBSIDIARIES

2012 . 2011
Carrying _ - Carrying ‘
Value . Fair Value Value Fair Value

famounts in thousands)
Financial Assets:

Cash P 960448 P . 960448 P 1,057,258 P 1,057,258
Tradeandotherrecewables - - B S TE R -

. Tradenet . e L5003 oo 1570043 - 1,374,385'- 71,339,999
- Non-trade - ... - - ... 55§ . .. .. -55§57. .. - 4530 - .. 4530
' ' ‘ 2536048, . .. .2,536048. . .. . . 2401 787

l Availableéfor-sale-ﬁrlancia] assets ¥ o R el b :
. Quoted.. . - .. . . 34 . .. 144 144

~ Unquoted ' ' S 200 o200 200 200
34 344 344 344
P 2536392 P 2,536392 p 2402131 P 2,402,131
Fmanclal Llablhhes . ‘ _ o :
Trade dctounts payabl T RPN 483047 B, 0T 4853041 P L 369481 P 369,481
Y Ntes payablé i T T T 31500607 B 3,150,960 3,030,050 3,030,050
_ Acceptancespayable . . 213865 213865 251661 25L661
_ Installment contract payables T 2 T R 2 O K S 141 ,463
Other current liabilities 783,280 - 83,280 89,072 89 072
P 393345 P ©3,933499 . P 3,881,727 P 388427

The following methods and assumptions were used to estlmate the fa1r value of each class of ﬁnancxal
msu'ument for whlch it is practicable to estimate such value s N T P

et

Shart-term ﬁnanczal instruments o : I T
‘Due to-the-short-term nature of the transacuons the carrying value of cash aud cash eqmvalen
and other receivables, trade accounts payable acceptances payable and other current’] 1ab1
approxxmate their fai'values. - . . -

” Avmlable for-sale Ji nancral assets _ B .
.The Group’s available-for-sale financial assets represent the PLDT stocks held under the Investees ‘
:Subscribers Investment Plan and corporate propnetary shares in Casino Espafiol de Mamla (CEdM). ..

Th '_ falr value 'of PLDT shares equal its year-end book value thle the fair value of the CEdM

Long-term. a‘ebt S e
fair lue of the long-term debt approx1mates 1ts carrymg value due to the quarter]y reprlcmg o
the mstrument : 5 W :

‘Fair Value Hierarchy. .. : s - o
The Group 'u‘ 8 the followmg luerarchy for detelmmmg the falr value of ﬁnancml mstruments -

.. 2,401,787
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EURO MED LABORATORIES PHIL INC AND SUBSI.D,IARIES
o " "Notes to Consolidated Finigiicial Staterients

38.

December 31, 2012

Level 3 techmques Wthh use inputs whlch have 2 mgmﬁcant effect on the recorded fair value that are

not based on. observable market data

As ef Decernber 31 2012 and 201 1,the Group s has no. ﬁnanclal mstrument measured at fair value?

Other Matters

Reclassifications

In 2011, the Group made certain reclassification on its 2010 consolidated statements of financial
position to conform with the 2011 presentation and classification and to provide more relevant
information for the understanding of the consolidated financial statements. The Group did not present
a consolidated statement of financial position as at the beginning of the earliest com'parative period

since the reclass1ﬁcatlons made ¥ were mm1ma1 and would not have an nnpact on the net income of the
Group :

Dlsclosure Regmrements by SRC Rule 6 ) L
Under the following disclosure requlrements by Securities Regulation Code (SRC) Rule 68, the Group
has neither an ex1st1ng plan nor atransaction 1nvolvmg the followmg '

b) Profit sharmg and other 31m11ar pIans

£). Capital stack optioned, sold gr offered for.sale. 10 dlIBGtQIS,1 qfﬁcers and key employees
'd) Warrants or rlghts outstandmg

e) Defaulis
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: DL e '  Certified Public Accountants
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2109 Cityland 10, Tower 1,
6815 Ayala Avenue North,
1226 Makati City, Philippines

T : (632) 894-5783
(632) 893-8291
(632) 893-1509

F : (632) 894-4793

E : info@mcjcpas.ph

W www.mcjcpas.ph

INDEPENDENT AUDITORS® REPORT

The Stockholders and the Board of Dlrectors
Euro-Med Laboratories Phil., Inc.

and Subsidiaries
PPL Building, United Nations Avenue cor.
San Marcelino St. Manila

We have 'aﬁdited the consoliaated financial statements of Euro-Med Laboratories Phil, Inc. and
subsidiaries (‘the Company’) for the year ended December 31, 2012, on which we have rendered the
attached report dated April 08, 2013,

In compliance with Securities Regulation Code Rule 68, we are stating that the Company has five hundred
sixty eight (568) stockholders owning one hundred (100) or more shares each.

MERCADQO, CALDERON, JARAVATA & CO.

MARCELINO A. MERCADO

Partner (Signing for the firm)

CPA License No. 066885

Tax Identification No. 102-921-222

P.T.R. No. 3676574

Issued on January 7, 2013, Makati City

Partner’s SEC Accreditation No. 1019-A

Issued on December 9, 2011; Valid until December 9, 2014
BIR Accreditation No. 08-003338-2-2012

Issued on October 23, 2012; Valid until October 27, 2015
Firm’s BOA/PRC Cert of Reg. No. 2209 (until Dec. 31, 2014}
Firm’s SEC Accreditation No. 0208-F {until Dec. 31, 2013}

Makati City
April 08, 2013

Member of Russell Bedford International, with affiliated offices worldwide.
SEC Accreditation Ne. 0208-F
PRC-BOA Accreditation No. 2209
BIR, BSP, IC & CDA Accredited
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Bedford Mercado, Calderon, Jaravata & Co.

Certified Public Accountants

2109 Cityland 10, Tower 1,
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T : (632) 894-5783
(632) 893-8291
(632) 893-1509

F : (632) 894-4793
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INDEPENDENT AUDITORS REPORT
ON SUPPLEMENTARY SCHEDULES

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

San Marcelino St. Manila

We have audited in accordance with Philippine Standards on Auditing, the consolidated financial
statements of Euro-Med Laboratories Phil., Inc. and its subsidiaries (the Group) as at December 31,2012
and 2011 and for each of the three years in the period ended December 31, 2012, included in this Form
17-A, and have issued our report thereon dated April 08, 2013. Our audits were made for the purpose of
forming an opinion on the basic financial statements taken as a whole. The schedules listed in the Index to
the Consolidated Financial Statements and Supplementary Schedules are the responsibility of the
Company’s management and is not part of the basic financial statements. These schedules are presented for
purposes of complying with Securities and Regulation Code Rule 68, As Amended (2011) and are not part
of the basic consolidated financial statements. These schedules have been subjected to the auditing
procedures applied in the audit of the basic financial staternents, and in our opinjon, fairly stated, in all
material respects, the financial data required to be set forth therein in relation to the basic financial
statements taken as a whole.

MERCADO, CALDERON, JARAVATA & CO,

MARCELINO A. MERCADO

Pariner (Signing for the firm)

CPA License No. 066885

Tax Identification No, 102-921-222

P.T.R. No. 3676574

Issued on January 7, 2013, Makati City

Partner’s SEC Accreditation No. 1019-A

Issued on December 9, 2011; Valid until December 9, 2014
BIR Accreditation No. 08-003338-2-2009

Issued on October 27, 2009; Valid until October 27, 2012
Firm’s BOA/PRC Cert of Reg. No. 2209 (until Dec. 31, 2014}
Firm's SEC Accreditation No. 0208-F (until Dec. 31, 2013)

Makati City
April 8, 2013

Member of Russell Bedford Internaticnal, with affiliated offices worldwide.
SEC Accreditation No. 0208-F

PRC-BCA Accreditation No. 2209 -

BIR, BSP, IC & CDA Accredited
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EURO-MED LABORATORIES PHIL., INC. AND SUBSIDIARIES

Schedule E

LONG TERM DEBT
As of December 31, 2012
Amount shown
under caption Amount shown
Title of issue "Current portion of under caption
and type of Amount authorized long-term" in related "Long-term Debt"
obligation (1} by indenture balance sheet in related balance
sheet (3)
*
Promissory Note P815,526,616

* Interest rates are
based on T-bills plus
spread.

*Payable quarterly in
Three(3) to seven (7)
years.
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EURO-MED LABORATORIES PHIL., INC. AND SUBSIDIARIES

Schedule F Indebtedness to Affiliates and Related Parties (Long-term Loans from Related Companies)

As of December 31, 2012
Balance at beginning
Name of Related Party (1) of period Balance at the end of the period (2)
NONE NONE NONE
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EURO-MED LABORATORIES PHIL., INC. AND SUBSIDIARIES

Schedule G GUARANTEES OF SECURITIES OF OTHER ISSUERS (1)

As of December 31, 2012
Name of Issuing entity
of securities Title of issue Amount owned
guaranteed by the of each class Total amount by person for Nature of
company for which of securities guaranteed and which guarantee(3)
this statement is filed guaranteed outstanding {2) statement Is filed
NONE NONE NONE NONE NONE
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EUROQO-MED LABORATORIES PHIL., INC. AND SUBSIDIARIES
ADDITIONAL EXHIBIT - Other Documents to be Filed with
the Consolidated Financial Statements
DECEMBER 31, 2012

FINANCIAL SOUNDNESS INDICATORS

2012
CURRENT RATIO 1.28
DEBT-TO-EQUITY RATIO 0.81
ASSET TO EQUITY RATIO 1.1
INTEREST RATE COVERAGE RATIO 5.12
PROFITABILITY RATIOS:
PROFIT MARGIN 0.15
RETURN ON ASSETS 0.07

RETURN ON EQUITY 0.13

[
=]
[y
rat

1.22
0.39
1.89

2.70

0.03

0.05



EURO-MED LABORATORIES PHIL., INC. AND SUBSIDIARIES

RECONCILIATION OF RETAINED EARNINGS
AVAILABLE FOR DIVIDEND DECLARATION
DECEMBER 31, 2012

Unappropriated Retained Earnings, as adjusted to available
for dividend distribution, beginning

Add: Net Income actually earned/ realized during the period

Net Income during the period closed to Retained Earnings 652,195,123

Less: Non-actual/unrealized income net of tax
Equity in net income of associate/joint venture -
Unrealized foreign exchange gain-net{except those -

attributable to cash and cash equivalents)
Unrealized actuarial gain -
Fair value adjustment (M2M gains) -
Fair value adjustment of Investment property resulting to gain -
Adjustment due to deviation from PFRS/GAAP-gain -
Other unrealized gains or adjustments to the retained earnings -
as a result of certain transactions accounted for under PFRS -

P 279,413,239

Sub-total

652,195,123

Add: Non-actual losses
Depreciation on revaluation increment(afier tax) -
Adjustment due to deviation from PFRS/GAAP-loss -
Loss on fair value adjustment of investment property (after tax) -

Net Income actually earned during the peried

Add (Less)
Dividend declarations during the period 123,364,221
Appropriations of Retained earnings during the period. -
Reversals of appropriations ‘ -
Effects of prior periods errors
Treasury shares ‘ -

931,608,362

123,364,221

TOTAL RETAINED EARNINGS, END
AVAILABLE FOR DIVIDEND DECLARATION

P 508,244,141
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EURO-MED LABORATORIES PHIL., INC. AND SUBSIDIARIES
Relationship Between and Among the Group and its Parent
December 31, 2012 '

Euro-Med Laboratories Phils. Inc.
(Parent)

. CafeFrance Corp, Hemotek Renal Center Inc.
(100% owned subsidiary) (100% owned subsidiary)

94



EURO-MED LABORATORIES, PHIL., INC. AND SUBSIDIARIES

Philippine Financial Reporting Standards (PFRSs)

and Interpretations
Effective as of December 31, 2012

PFRSs AND INTERPRETATIONS

PFRS 13 Fair Value Measurement

Adopted Not Not
Effective as of December 31, 2012 Adopted | Applicable
Framework for the Preparation and Presentation of Financial
Statements
Conceptual Framework Phase A: Objectives and quantitative 2
characteristics
PFRSs Practice Statement Management Commentary
PFRS 1 Firsi-time Adoption of Philippine Financial Reporting v
(Revised) Standards
Amendments to PFRS 1 and PAS 27: Cost of an
Investment in 2 Subsidiary, Jointly Controlled Entity or v
Associate
Amendments to PFRS 1: Additional Exemptions for 7
First-time Adopters
Amendments to PFRS 1: Government Loans v
PFRS 2 Share-based Payment v
Amendments to PFRS 2: Vesting Conditions and v
Cancellations
Amendments to PFRS 2: Group Cash-settled Share- v
based Payment Transactions
PFRS 3 Business Combinations Ve
(Revised)
PFRS 4 Insurance Contracts v
Amendments to PAS 39 and PFRS 4: Financial Guarantee v
Contracts
PFRS 5 Non-current Assets Held for Sale and Discontinued v
Operations :
PFRS 6 Exploration for and Evaluation of Mineral Resources v
PFRS 7 Financial Instruments: Disclosures v
Amendments to PFRS 7: Transition v
Amendments to PAS 39 and PFRS 7: Reclassification of v
Financial Assets
Amendments to PAS 39 and PFRS 7: Reclassification of v
Financial Assets - Effective Date and Transition
Amendments to PFRS 7: Improving Disclosure about v
Financial Instruments
Amendments to PFRS 7: Disclosures - Transfer of v
Financial Assets :
Amendments to PFRS 7: Disclosures - Offsetting Financial v
Assets and Financial Liabilities
Amendments to PFRS 7: Mandatory Effective Date of 7
PFRS 9 and Transition Disclosures
PFRS 8 Operating Segments v
PFRS 9 Financial Instruments v
Amendments to PFRS 9: Mandatory Effective Date of v
PFRS 9 and Transition Disclosures
PERS 10 Consolidated Financial Statements v
PFRS 11 Joint Arrangements v
PFRS 12 Disclosure of Interest in Other Entities j
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PFRSs AND INTERPRETATIONS Adopted Not Not
Effective as of December 31, 2012 opte Adopted | Applicable
Philippine Accounting Standards
PAS1 Presentation of Financial Statements v
(Revised)  |Amendments to PAS 1: Capital Disclosures v
Amendments to PAS 32 and PAS 1: Puitable Financial v
Instruments and Obligations Arising on Liquidation
Amendment to PAS 1: Presentation of Items of Other v
Comprehensive Income
PAS 2 Inventories v
PAS 7 Statements of Cash Flows v
PASSE Accounting Policies, Changes in Accounting Estimates v
and Errors '
PAS 10 Events After the Balance Sheet Date v
PAS 11 Construction Contracts v
PAS 12 Income Taxes v
‘ Amendment to PAS 12 - Deferred Tax: Recovery of v
Assets i
PAS 16 Property, Plant and Equipment v
PAS 17 Leases v
" |PAS 18 Revenue v
PAS19 Emplovee Benefits v
Amendments to PAS 19: Actuarial Gains and Losses, v
Group Plans and Disclosures
PAS 19 Employee Benefits ~
(Amended)
PAS 20 Accounting for Government Grants and Disclosures of v
Government Assistance
PAS21 The Effect of Changes in Foreign Exchange Rates v
_ Amendment: Net Investment in a Foreign Operation v
gﬁiizs: d) Borrowing Cost ‘/
I(;%iizs: 4 Related Party Disclosures v
PAS 26 Accounting and Reporting by Retirement Benefit Plans v
F:::n.;e 3 Separate Financial Statements v
PAS 28 Investments in Associates and Joint Ventures v
(Amended)
PAS 29 Financial Reporting in Hyperinflationary Economies v
PAS 31 Interests in Joint Ventures v
PAS 32 Financial Instruments: Disclosure and Presentation v
Amendments to PAS 32 and PAS 1: Puttable Financial v
Instruments and Obligations Arising on Liquidation
Amendment to PAS 32: Classification of Rights Issues v
Amendments to PAS 32: Offsetting Financial Assets and v
Financial Liabilities
PAS 33 Earnings per Share v
PAS 34 Interim Financial Reporting v
PAS 36 Impairment of Assets v
PAS 37 Provisions, Contingent Liabilities and Contingent Assets v
PAS 38 Intangible Assets v
PAS 39 Financial Instruments: Recognition and Measurement v
Amendments to PAS 39: Cash Flow Hedge Accounting
of Forecast Intragroup Transactions
Amendments to PAS 39: The Fair Value Option v
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PFRSs AND INTERPRETATIONS

the Legal form of a Lease

Adopted Not Not

Effective as of December 31, 2012 Adopted | Applicable
PAS 39 Amendments to PAS 39 and PERS 4: Financial Guarantee v

Contracts

Amendments to PAS 39 and PFRS 7: Reclassification of v

Financial Assets

Amendments to PAS 39 and PFRS 7: Reclassification of v

Finacial Assets - Effective Date and Transistion

Amendments to Philippine Interpretation IFRIC - 9 and v

PAS 39: Embedded Derivatives

Amendments to. PAS 39: Eligible Hedged Ttems v
PAS 40 Investment Property v
PAS 41 Agriculture v
Philippine Interpretations
IFRIC 1 Changes in Existing Decominissioning, Restoration and

Similar Liabilities v
IFRIC 2 Members' Share in Co-operative Entities and Similar

Intsruments v
IFRIC 4 Determining Whether an Arrangement Contains a Lease v
IFRIC 5 Rights to Interest Arising from Decommissioning ,

Restoration and Environmental Rehabilitation Funds v
IFRIC 6 Liabilities arising from Participating in a Specific Market-

Waste Electrical and Electronic Equipment v
IFRIC 7 Applying the Restatement Approach under PAS 29

___[Financial Reporting under Hyperinflationary Economies v

IFRIC 8 Scope of IFRS 2 v
IFRIC 9 Reassessment of Embedded Derivatives v

Amendments to Philippine Interpretation IFRIC - 9 and

PAS 39: Embedded Derivatives v
IFRIC 10 Interim Financial Reporting and Impairment v
IFRIC 11 PFRS 2 - Group and Treasury Shares Transactions v
IFRIC 12 Service Concession Arrangements v
IFRIC 13 Customer Lovalty Programmes v
IFRIC 14 The Limit on a Defined Benefit Asset, Minimum Funding

Requirements and their Interaction v

Amendments to Philippine Interpretations IFRIC-14,

Prepayments of a Minimum Funding requiremnt. v
IFRIC 16 Hedges of a Net Investment in a Foreign Operations v
IFRIC 17 Distributions of Non-Cas Assets to Owners v
IFRIC 18 Transfer of Assets to Customers v
IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments v
IFRIC 20 Stripping Costs in the Production Phase of a Surface

Mine v
SIC-7 Introduction of the Euro , v
SIC-10 Government Assistance - No Specific Relation to

Operating Activities v
SIC-12 Consolidation - Special Purpose Entities

Amendrmnent to SIC - 12: Scope of SIC 12 v
SIC-13 Jointly Controlled Entities - Non-Monetary Contributions

by Ventures v
SIC-15 Operating Leases - Incentives v
S1C-21 Income Taxes - Recovery of Revalued Non-Depreciable

Assets v
SIC-25 Income Taxes - Changes in the Tax Status of an Entity or

its Shareholders 4
SIC-27 Evaluating the Substance of Transactions invelving y
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PFRSs AND INTERPRETATIONS Adopted Not Not

Effective as of December 31, 2012 Adopted | Applicable

SIC-29 Service Concession Arrangements; Disclosures v

SIC-31 Revenue - Barter Transactions Involving Advertising v
Services

SIC-32 Intangible Assets - website Costs v
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