SUN PHARMA PHILIPPINES, INC.

Unit 604, 6F Liberty Center Bldg. #104 H.V. dela Costa

Salcedo Village, Makati City
TIN 008-176-290-000

STATEMENT OF MANAGEMENT'S RESPONSIBILITY FOR
FINANCIAL STATEMENTS

The management of SUN PHARMA PHILIPPINES, INC. is responsible for the preparation
and fair presentation of the financial statements for the fiscal years ended March 31, 2015 and
2014 in accordance with the prescribed financial reporting framework indicated therin. This
responsibility includes designing and implementing internal controls relevant to the preparation
and fair presentation of financial statements that are free from material misstatement , whether
due to fraud or error, selecting and applying appropriate accounting policies, and making
accounting estimates that are reasonable in the circumstances.

In this regard, management maintains a system of accounting and reporting which provides for the
necessary internal controls to ensure that transactions are properly authorized and recorded, assets
are safeguarded against unauthorized use or disposition and liabilities are recognized.

The Board of Directors reviews the financial statements before such statements are approved and
submitted to the stockholders of the company.

MS. JOSEPHINE C. HERRERA , the independent auditor and appointed by the stockholders for
the fiscal years ended March 31, 2015 & 2014, has examined the financial statements of the

company in accordance with the Philippine Standards on Auditing, and in her report to the
stockholders, has expressed her opinion on the fairness of presentation upon completion of such
examination.

KAMILESH SATI
Chairman of the Board / President

ALBERTO SALES

Chief Financial Officer/Treasurer

April 28, 2015



SUN PHARMA PHILIPPINES, INC.
Unit 604, 6F Liberty Center Bldg. #104 H.V. dela Costa
Salcedo Village, Makati City
TIN 008-176-290-000

STATEMENT OF MANAGEMENT'S RESPONSIBILITY FOR ANNUAL
INCOME TAX RETURN

The Management of SUN PHARMA PHILIPPINES INC. is responsible for all information and
representations contained in the Annual Income Tax Return for the fiscal year ended March 31, 2015 .
Management is likewise responsible for all information and representations contained in the financial
statements accompanying the (Annual Income Tax Return or Annual Information Return) covering the
same reporting period. Furthermore, the Management is responsible for all information and
representations contained in all the other tax returns filed for the reporting period including, but not
limited, to the value added tax and/or percentage tax returns, withholding tax returns, documentary
stamp tax returns, and any and all other tax returns.

In this regard, the Management affirms that the attached audited financial statements for the fiscal year
ended March 31, 2015 and the accompanying Annual Income Tax Return are in accordance with the
books and records of SUN PHARMA PHILIPPINES, INC. complete and correct in all material
respects. Management likewise affirms that:

(a) the Annual Income Tax Return has been prepared in accordance with the provisions of the
National Internal Revenue Code, as amended, and pertinent tax regulations and other issuances of the
Department of Finance and the Bureau of Internal Revenue;

(b) any disparity of figures in the submitted reports arising from the preparation of financial
statements pursuant to financial accounting standards and the preparation of the income tax return
pursuant to tax accounting rules has been reported as reconciling items and maintained in the
company’s books and records in accordance with the requirements of Revenue Regulations No.8-2007
and other relevant issuances;

(¢) the SUN PHARMA PHILIPPINES, INC. has filed all applicable tax returns, reports and
statements required to be filed under Philippine tax laws for the reporting period, and all taxes and
other impositions shown thereon to be due and payable have been paid for the reporting period, except
those contested in good faith.

KAMLESH SATI
Chairman of the Board / President

ALBERTO SALES

Chief Financial Officer/ Treasurer

April 28, 2015




JOSEPHINE C. HERRERA
Certified Public Accountant

PRC License No. 72995
48B Road 6C, UPSS5, San Isidro, Paranaque City

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS TO ACCOMPANY INCOME TAX RETURN

The Board of Directors

SUN PHARMA PHILIPPINES, INC

Unit 604, 6F Liberty Center Bldg. #104 H.V. Dela Costa
Salcedo Village Makati City

I have audited the financial statements of

| SUN PHARMA PHILIPPINES. INC
for the period ended March 31, 2015 on which I have rendered my report dated April 29, 2015

In compliance with Revenue Regulations V-20, Iam stating the following:

1 That the taxes paid by the above taxpayer for the year ended March 31, 2015 are shown in the schedule of taxes and licenses in the
notes to financial statements;

2 That I am not related by consanguinity or affinity to the president, manager or principal stockholder of the Company;

3 That Ihave no financial interest to the Company or any family relationships with its management.

JOSEPHINE C. HERRERA

TIN 107-985-690

PTR# 0223062 issued Jan. 30, 2015 at Parafiaque City
BOA/PRC Registation #1301

Valid until December 31, 2015

April 29,2015



JOSEPHINE C. HERRERA
Certified Public Accountant
PRC License No. 72995
48B Road 6C, UPS5, San Isidro, Paranaque City

INDEPENDENT AUDITOR'S REPORT

The Board of Directors

SUN PHARMA PHILIPPINES, INC

Unit 604, 6F Liberty Center Bldg. #104 H.V. Dela Costa
Salcedo Village Makati City

I have audited the accompanying financial statements of

SUN PHARMA PHILIPPINES, INC
which comprise the statements of financial position as at March 31, 2015 and 2014 and the statements of comprehensive income,
statements of changes in equity and cash flow statements for the years then ended, and notes, comprising a summary of significant
accounting policies and other explanatory notes.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. Those standards require that I comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free of material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

1 believe that the audit evidence I have obtained is sufficient and appropriate to provide basis for my audit opinion.

Opinion

In my opinion, the financial statements present fairly, in all material respects, the financial position of

SUN PHARMA PHILIPPINES, INC |

as of March 31, 2015 and 2014 and of its financial performance and its cash flows for the years then ended in accordance with
Philippine Financial Reporting Standards for Small and Medium-sized Entities.

Report on the Supplementary Information Required Under Revenue Regulations 15-2010 and 19-2011

My audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The supplementary
information on taxes, duties and licenses to the financial statements is presented for the purpose of filing with the Bureau of Inernal
Revenue and is not a required part of the basic financial statements. Such information is the responsibility of management. The
information has been subjected to the auditing procedures applied in my audit of the basic financial statements and, in my opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as whole.

JOSEPHINE C. HERRERA
TIN 107-985-690

PTR# 0223062 issued Jan. 30, 2015 at Parafiaque City
BOA/PRC Registation #1301

Valid until December 31, 2015

April 29, 2015



JOSEPHINE C. HERRERA
Certified Public Accountant
PRC License No. 72995
48B Road 6C, UPSS, San Isidro, Paranaque City

SUPPLEMENTAL WRITTEN STATEMENT

The Board of Directors

SUN PHARMA PHILIPPINES, INC

Unit 604, 6F Liberty Center Bldg. #104 H.V. Dela Costa
Salcedo Village Makati City

I have audited the accompanying financial statements of

SUN PHARMA PHILIPPINES, INC

for the fiscal year ended March 31, 2015 on which I have rendered the attached report.

In compliance with SRC Rule 68, I am statig that the said Company has a total of one (1) stockholder owning 100 more shares
each as of March 31, 2015.

JOSEPHINE C. HERRERA

TIN 107-985-690

PTR# 0223062 issued Jan. 30, 2015 at Parafaque City
BOA/PRC Registation #1301

Valid until December 31, 2015

April 29, 2015



SUN PHARMA PHILIPPINES, INC.
Unit 604, 6F Liberty Center Bldg. #104 H.V. dela Costa
Salcedo Village, Makati City
TIN 008-176-290-000
SEC Reg. No. CS201121379

AUDITED FINANCIAL STATEMENTS
MARCH 31, 2015

Philippine Currency




SUN PHARMA PHILIPPINES, INC.

STATEMENTS OF FINANCIAL POSITION
(Amounts in Philippine Pesos)

MARCH 31
Notes 2015 2014

ASSETS
Current Assets

Cash on Hand/in Bank 2,34 5,453,979 8,763,693

Accounts Receivables 2,3,5 41,058,099 30,875,475

Inventories 23 94,746,595 33,431,955

Other Current Assets 2,35 41,680,102 18,956,457
Total Current Assets 182,938,775 92,027,580
Non-Current Assets

Property & Equipment-net 23,6 17,142,044 14,056,782
Total Non-Current Assets 17,142,044 144056,782
TOTAL ASSETS 200,080,819 1064084,362
LIABILITIES AND EQUITY
Current Liabilities

Accounts Payable - Trade 23 85,874,642 44969,818

Other Accounts Payable 057 18,799,428 6J552,478
Total Current Liabilities 104,674,070 51}522,296
Long Term Liabilities

Advances from Shareholders 2,39 217,604,340 113 /401,740
Total Long Term Liabilities 217,604,340 113,401,740
EQUITY

Share Capital 8,653,400 8,653,400

Retained Farnings (Deficit) (130,850,991) (67,493,074)
Total Equity (122,197,591) (58,839,674)
TOTAL LIABILITIES AND EQUITY 200,080,819 106,084,362
(The accompanying notes are an integral part of these financial statements)




SUN PHARMA PHILIPPINES, INC.

STATEMENTS OF COMPREHENSIVE INCOME
(Amounts in Philippine Pesos)

For The Fiscal Years Ended March 31

Notes 2015 2014
Revenue 23 95,730,347 41,228,213
Cost of Sales 2,310 74,235,051 32,872,851
\
Gross Profit 21,495,296 8,355,362
Expenses 2,3,10 84,872,872 57,393,149
Profit Before Tax (63,377,576) (49,037,787)
Other Income (Expense) 19,659 14,623
Profit Before Income Tax (63,357,917) (419,023,164)
Income Tax Expense - -
Net Profit (Loss) After Tax (63,357,917) (49,023,164)

(The accompanying notes are an integral part of these financial statements)




SUN PHARMA PHILIPPINES, INC.
STATEMENT OF CHANGES IN EQUITY

For The Fiscal Years Ended March 31, 2015 & 2014
(Amounts in Philippine Pesos)

(DEFICIT)

Authorized 100,000 shares @ P100 par value;

Subscribed 86,534 shares and paid 86,534 shares.

Balances at Mar. 31, 2013 8,653,400 (18,077,474) (9,424,074)
Prior Period Adjustment due to underdepreciation (392,4306) (392,436)
Net Income (loss) during the period - (49,023,164) (49,023,164)
Balances at Mar. 31, 2014 8,653,400 (67,493,074) (58,839,674)
Net Income(loss) during the period (63,357,917) (63:,557,917)
Balances at Mar. 31, 2015 8,653,400 (130,850,991) (122,197,591)

(The accompanying notes are an integral part of these financial statements)




SUN PHARMA PHILIPPINES, INC.
STATEMENT OF CASH FLOWS
(Amounts in Philippine Pesos)

For The Fiscal Years Ended March 31

2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES
Profit (loss) after tax (65,357,917) (49,023,164)
Adjustments to reconcile net income to net cash generated
from/(used in) operations:
Depreciation and amortization 4,342 862 2,666,777
Prior peniod adjustment - (46,295)
Operating income before working capital changes (59,015,055) (46,402,682)
Changes in assets and liabilities
(Increase)/decrease in assets:
Current Assets (94,220,909) (33,866,163)
Increase/(decrease) in liabilities:
Current Liabilities 53,151,775 13,462,110
Net cash from operating activities (100,084,189) (66,806,735)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of properties & equipments (7,428,125) (10,598,996)
Net cash used in investing activities (7,428,125) (10,598,996)
CASH FLOWS FROM FINANCING ACTIVITIES
Advances from Shareholders 104,202,600 82,863,324
Net cash from financing activities 104,202,600 82,863,324
NET INCREASE(DECREASE) IN CASH & CASH EQUIVALENTS (3,309,714) 5,457,593
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 8,763,693 3,306,100
CASH AND CASH EQUIVALENTS AT END OF YEAR 5,453,979 8,763,693

he accompanying rotes are an integral part of these financial statements
Tyeng 0 |




SUN PHARMA PHILIPPINES, INC.

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE FISCAL YEARS ENDED
MARCH 31, 2015 AND 2014

(All amounts in Philippine Pesos unless otherwise stated)
Note 1 - Corporate Information

SUN PHARMA PHILIPPINES, INC. (referred to as the "Company") a stock corporation
was registered with the Securities and Exchange Commission (SEC) on December 8, 2011
under registration number CS201121379.

The primary purpose of the company is to purchase, sell, deal, trade, import, export,
distribute and market pharmaceutical, cosmetics and chemical products; and generally to
perform any and all acts connected with the business aforementioned or arising therefrom/or
incidental thereto as maybe allowed by existing Philippine law, rules and regulations.

The company’s registered business office is located at Unit 604, 6" Floor Liberty Center
Building, 104 H.V. dela Costa Street, Salcedo Village, Makati City.

Approval and authorization for issue of financial statements:
The accompanying financial statements were approved and authorized for issue by theg Board
of Directors on April 28, 2015.

Note 2. Summary of Significant Accounting Policies

Z.1 Basis of Preparation

The Company’s financial statements have been prepared on a historical cost basis in
accordance with the Financial Reporting Standards applicable to Companies jin the
Philippines.

2.1.1 Functional Currency

The financial statements are presented in Philippine Peso which is the Company’s
functional and presentation currency, and all values are rounded to the nearest pesos
except when otherwise indicated.

2.2 Statement of Compliance
The accompanying financial statements have been prepared in accordance with the Philippine
Financial Reporting Standard for Small and Medium-sized Entities (PFRS for SMEs).
2.3  Accounting Policies Adopted

The following accounting standards that have been published and issued by the Intergational
Accounting Standards Board (IASB) and adopted by the FRSC which became effective for
accounting periods beginning on or after January 1, 2009 were adopted by the Company:
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Section 1

Small and Medium — Sized Entities

Section 2 Concepts and Pervasive Principles

Section 3 Financial Statement Presentations

Section 4 Statement of Financial Position

Section 5 Statement of Comprehensive Income and Income
Statement

Section 6 Statement of Changes in Equity and Statement of
Income and Retained Earnings

Section 7 Statement of Cash Flows

Section 8 Notes to Financial Statements

Section 10 Accounting Policies, Estimates and Errors

Section 11 Basic Financial Instruments

Section 17 Property and Equipment

Section 20 Leases

Section 21 Provisions and Contingencies

Section 22 Liabilities and Equity

Section 23 Revenue

Section 27 Impairment of Assets

Section 28 - Employee Benefits

Section 29 - Income Tax

Section 32 - Events After the End of the Reporting Period

Section 33 - Related Party Disclosures ”

The effects of these new standard, amendments and interpretations on the Company’s
accounting policies and on the amounts disclosed in the financial statements are summarized
as follows:

Section 1, “Small and Medium-Sized Entities”, IFRS for SME’s is intended for Non
Publicly Accountable Entities that publish general purpose financial stateménts for
external users ‘

Section 2,” Concepts and Pervasive Principles” describes the objective of financial
statements of small and medium-sized entities (SMEs) and the qualities that make the
information in the financial statements of SMEs useful. It also sets out the concgpts and
basic principles underlying the financial statements of SMEs.

Section 3, “Financial Statement Presentation,” provides a framework within which an
entity assess how to present fairly the effects of transactions and other events. It/ requires
that an entity shall make an explicit and unreserved statement of compliance with IFRS
for SMEs in the notes, complete sets of financial statements must be presented at least
annually and at least one year comparative statements and note data, and items should be
consistently presented and classified from one period to the next.

Section 4, “Statement of Financial Position”, provides specific requirement§ on the
presentation, classification and related disclosures of entity’s assets, liabilities and |equity as
of a specific date.

Section 5, “Statement of Comprehensive Income and Income Statement”, |provides
specific requirements on the presentation, classification and related disclosures gf entity’s
total comprehensive income, its financial performance for the period in on¢ or two
financial statements.
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Section 6, “Statement of Changes in Equity and Statement of Income and Retained
Earings”, sets out requirements for presenting the changes in an entity’s equity for a
period, either in a statement of changes in equity o, if specified conditions are met and an
entity chooses, in a statement of income and retained earnings the cost of inventories is
no longer acceptable.

Section 7, “Statement of Cash Flows”, requires the provision of information about the
historical changes in cash and cash equivalents of an entity by means of a cash flow
statement which classifies cash flows during the period from operating, investing and
financing activities.

Section 8, “Notes to Financial Statements”, sets out the pnnciples underlymng
information that is to be presented in the notes to the financial statements and how to
present it. Notes contain information in addition to that presented in the statement of
financial position, statement of comprehensive income, income statement (if presented),
combined statement of income and retained earnings (if presented), statement of changes
in equity, and statement of cash flows. Notes provide narrative descriptions or
desegregations of items presented in those statements and information about items that
do not qualify for recognition in those statements. In addition to the requirements of this
section, nearly every other section of this IFRS requires disclosures that are normally
presented in the notes.

Section 10, “Accounting Policies, Estimates and Errors,” elimmates the concept of
fundamental error and the allowed alternative to retrospective application of voluntary
changes in accounting policies and retrospective restatement to correct priot| period
errors. The section defines material omissions and misstatements and describes how to
apply the concept of materiality when applying accounting policies and correcting grrofs.

Section 11, “Basic Financial Instruments’, applies to basic financial instruments and is
relevant to all entities. An entity shall recognize a financial asset or a financial liability only
when the entity becomes a party to the contractual provisions of the instrument. When 2
financial asset or financial liability is recognized initially, an entity shall measure ;t at the
transaction price unless the arrangement constitutes, in effect, a financing transacﬁpn.

Section 17, “Property and Equipment,” prescribes the accounting treatment and related
disclosures for property and equipment, investment property, and non-current assets held
for sale whose fair value cannot be measured reliably without undue cost and effort. It
provides guidance on initial and subsequent recognition as well as measurement after
recognition. It requires depreciation for each significant part of an item of property, plant
and equipment. The standard also provides guidance on the determination of the
carrying amount of the assets, the residual value, depreciation period and derecognition
principles to be observed.

Section 20, “Leases”, prescribes that lease payments under operating leases shall be
recognized as income/expense on a straight-line basis unless another basis s more
representative of the timing of the benefits obtained by the user of the asset or the
payments are structured to increase in line with expected general mflation.
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Section 21, “Provisions and Contingencies”, ensures that appropriate recognition criteria
and measurement basis are applied to provisions, contingent liabilities and contingent
asscts and that sufficient information is disclosed in the notes to financial statements to
enable users to understand their nature, timing and amount.

Section 22, “Liabilittes and Equity”, establishes principles for classifying financial
mstruments as either liabilities or equity and addresses accounting for equity instruments
issued to individuals or other parties acting in their capacity as investors in “ equity
instruments (.. in their capacity as owners).

Section 23, “Revenue”, provides additional guidelines as to the timely recognition of
revenue, which is measured at the fair value of the consideration received or receivable.

Section 27, “Impairment of Assets”, prescribes the procedures that an entity apﬂlies to
ensure that its assets are carried at no more than their recoverable amount if its carrying
amount exceeds the amount to be recovered through use or sale of the asset. If thig is the
case, the asset is described to be impaired and the standard requires the entity to
recognize an impairment loss. The section also specifies when an entity should revérse an
impairment loss previously recognized.

Section 28, “Employee Benefits,” applies to all employee benefits offered by an employer
to employees and their dependents and bencficiaries. This section applies to employee
benefits under: (i) formal plans and agreements between an enterprise and its employees,
(1) national, local, industry or multi-employer plans; and informal practices giving rise to a
constructive obligation. This section also identifies the following categories of employee
benefits such as short-term employee benefits, post employment benefits, other long-term
employee benefits and termination benefits.
Section 29, “Income tax,” covers accounting for income tax. It requires an entity to
recognize the current and future tax consequences of transactions and other eveans that
have been recognized in the financial statements. |

Section 32, “Events After the End of the Reporting Period,” defines events after the end
of the reporting period and sets out principles for recognizing, measuring and disclosing
such events.

Section 33, “Related Party Disclosures,” provides additional guidance and clarity in the
scope, defmitions and the disclosures for related parties. It requires disclosure ¢f the
compensation of key management personnel.

The adoption of the above standards, amendments and interpretations, upon which the
Company has opted to adopt, did not have any significant effect on the Company’s finpncial
statements. ‘These, however, require additional disclosures on the Company’s finpncial
statements.

Financial Assets

Fmancial assets includes cash, trade and other recetvables
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Cash ”

Cash are stated at face value. Cash also includes cash in banks and petty cash fund which is
being utilized to fund expenses on a day to day transaction of the company and cash in banks
which consist of current and savings accounts that earn interest at prevailing bank @?cposfc
rates and these are deposits held at call with banks.

Cash Hquivalents H

Cash equivalents are short-term, highly liquid debt instruments that are readily convertible to
known amounts of cash with original maturities of one month and that are subject| to an
mnsignificant risk of change in value.

Accounts Receivables

Trade receivables, which are based on normal credit terms do not bear mtercét are
recognized and carried at original invoice amounts. Where credit is extended beyond formal
credit terms, recetvables are measured at amortized cost using the effective mterest method.
At the end of each reporting period, the carrying amounts of trade and other receivables are
reviewed to determine whether there is any objective evidence that the amounts afe not
recoverable. If so, an impairment loss is recognized immediately in profit or loss.

If there 1s objective evidence that an impairment loss on trade and other receivables has been
mncurred, the amount of loss is measured as the different between the asset’s carrying athount
and the present value of estimated future cash flows (excluding future credit losses that have
not been incurred) discounted at the financial asset’s original effective interest rate (i.d.,. the
effective interest rate computed at initial recognition). The carrying amount of the assef shall
be reduced either directly or through the use of an allowance account. The amount of the loss
shall be recognized i profit or loss.

Other Receivables

Other recetvables are stated at amortized cost less provision for impairment, if ddemed
applicable. Impairment is considered when there is objective evidence that the Company will
not be able to collect the debts.

Rental Deposit

Rental deposit 15 measured at its cost or nominal value, which is included under non-c+rrent
assets.

Property and Equipment

Property and equipment are stated at cost, excluding the costs of day-to-day servicing, less
accumulated depreciation and any impairment in value.

The initial cost of property and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its int¢nded
use. Expenditures incurred after the property and equipment have been put into operafions,
such as repairs and maintenance and overhaul costs, are normally charged to operations in the
period the costs are incurred. In situations where it can be clearly demonstrated th4t the
expenditures have resulted in an increase in the future economic benefits expected {o be
obtained from the use of an item of property, and equipment beyond its originally asspssed
standard of performance, the expenditures are capitalized as additional costs of property and
equipment. Cost also includes any asset retirement obligation and interest on borrowed funds
used. When assets are sold or retired, their costs and accumulated depreciation, amortiZation
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and impairment losses, if any, are eliminated from the accounts and any gain or loss resulting
from their disposal is included in the statement of operations of such period.

Depreciation are calculated on a straight-line basis over the useful lives of the assets.

The useful life of each of the property and equipment is estimated based on the period over
which the asset is expected to be available for use. Such estimation s based on a collective
assessment of industry practice and experience with similar assets.

The assets' residual values, useful lives and depreciation and amortization method are
reviewed, and adjusted if appropriate, if there is an indication that there has been indica‘tion of
significant change since the last annual reporting date.

An item of property and equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or loss
arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included in the statement of operations in
the year the item is derecognized. |

Refundable Deposits |

These represent deposits to utility service providers used in operations and rental dep Fsit to
lessor which are refundableupon expiration of the contract.

Asset Impairment
At each reporting date, investment property, property, plant and equipment, intangible assets,
and investment in associate are reviewed to determine whether there is any indication that
those assets have suffered an impairment loss. If there is an indication of pagssible
impairment, the recoverable amount of any affected asset (or group of related assets) is
estimated and compared with its carrying account. If estimated recoverable amount 1s lower,
the carrying amount 1s reduced to its estimated recoverable amount, and an impairment loss 1s
recognized immediately in profit or loss.

If an impairment loss subsequently reverses, the carrying amount of the asset (or group of
related assets) is increased to revised estimate of its recoverable, but not in excess of the
amount that would have been determined had no impairment loss been recognized for the
asset (a group of related assets) in prior years. A reversal of an impairment loss 18 recognized
immediately in profit or loss.

Pinancial Liabilities

Financial habilities include trade and other payables.

Financial liabilities are recognized when the Company becomes a party to the contrictual
provisions of the instrument.

Trade and Other pavables

Trade and other payables are liabilities to pay for goods or services that have been receivgd or
supplied and have been invoiced or formally agreed with the supplier. Trade payables ar¢ not
interest bearing and are stated at their nominal value.

Trade and other payables are measured initially at their nominal values and subsequently
recognized at amortized costs less settlement payments.
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Other current liabilities
|
It represents mandatory obligations and dues that are required for settlement with the some

government regulatory agencies for the normal conduct of company’s operation based on
enacted laws and regulations.

Except for the mandatory obligations due to government regulatory agencies, other current
liabilities are measured initially at their nominal values and subsequently recognized at
amortized costs less settlement payments.

Impairment of Financial Assets ‘

The Company assesses at each balance sheet date whether there 1s objective evidence that a
financial asset or group of financial assets is impaired. A financial asset or a group of fipancial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a
result of one or more events that has occurred after the initial recognition of the asget (an
incurred ‘loss event’) and that loss event (or events) has an impact on the estimated |future
cash flows of the financial asset or the group of delinquency i mterest or principal payments,
the probability that they will enter bankruptcy or other financial reorganization and [where
observable data indicate that there is measurable decrease in the estimated future cash|flows,
such as changes in arrears or economic conditions that correlate with defaults.

Derecognition of Financial Assets and Financial Liabilities

Financial assets

A financial asset (or, where applicable a part of financial asset or part of a group of similar
financial assets) is derecognized when:
e the rights to receive cash flows from the asset have expired;
e the Company retains the right to receive cash flows from the asset, but has asqumed
an obligation to pay them in full without material delay to a third party under a pass-
through arrangement; or
e the Company has transferred its rights to receive cash flows from the asset and |either
(2) has transferred substantially all the risks and rewards of the asset, or (b) has neither
transferred nor retained substantially all the risks and rewards of the asset, bqht has
transferred control of the asset.

Financial Liabilities

A financial lability is derecognized when the obligation under the liability is discharged,
cancelled or expired. Where an existing financial liability is replaced by another from the|same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the osfiginal
liability and the recognition of a new lability, and the difference in the respective cafrying
amounts is recognized in the statement of income.

Financial Assets
Financial assets and financial liabilities are offset and the net amount reported in the balance
sheet if, and only if, there is a currently enforceable legal right to offset the recognized
amounts and there is an intention to settle on a net basis, or to realize the asset and settle the
liability simultaneously. This is not generally the case with master netting agreements, and the
related assets and liabilities are presented gross i the balance sheet.
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Impairment of Non-financial Assets

The Company assesses as at reporting date whether there 1s an indication that an asset may be
mmpaired. If any such indication exists, or when annual impairment testing for an asset is
required, the Company makes an estimate of the asset’s recoverable amount. An asset’s
recoverable amount is calculated as the higher of the asset’s or cash-generating unit’s fair
value less costs to sell and its value in use or its net selling price and is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent
of those assets or groups of assets. Where the carrying amount of an asset exceeds it
recoverable amount, the asset 1s considered impaired and 1s written down to its recoverable
amount. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessment of the time
value of money and the risks specific to the asset. Impairment losses are recognized| in the
statements of income in those expense categories consistent with the function of the impaired
asset.

An assessment 18 made at each reporting date as to whether there is an indication that
previously recognized impairment losses 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 estimates used to determine the [asset’s
recoverable amount since the last impairment loss was recognized. If that is the case, the
carrying amount of the asset is increased to its recoverable amount. That increased amount
cannot exceed the carrying amount that would have been determined, net of depreciation and
amortization, had no impairment loss been recognized for the asset in prior years, Such
reversal 18 recognized in the statements of income unless the asset is carried at reyalued
amount, in which case the reversal is treated as revaluation increase. After such a reversal, the
depreciation charge is adjusted in future periods to allocate the asset’s revised cdrrying
amount, less any residual value, on a systematic basis over its remaining useful life.

Income Tax Payable

Taxable profit differs from net profit as reported in the statements of operations, becguse it
excludes items of income or expense that are taxable or deductible in other years and it
further excludes items that are never taxable or deductible.

Current tax assets and labilities for the current and prior periods are measured at the arhount
expected to be recovered from or paid to the taxation authorties. The tax rates and tax laws

used to compute the amount are those that are enacted or substantively enacted by the
balance sheet date.

Deferred income tax, if any, is provided, using the balance sheet liability method, ¢n all
temporary differences at the balance sheet date between the tax bases of assets and liabilities
and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities, if any, are recognized for all taxable temporary differdnces.
Deferred income tax assets are recognized for all deductible temporary differences and |carry
forward benefits of unused net operating loss carryover (NOLCO), 1f any, to the extent %hat it
is probable that taxable profit will be available against which the deductible temporary
differences and carry forward of NOLCO can be utilized.

The carrying amount of deferred tax assets, if any, is reviewed at each balance sheet dat¢ and
reduced to the extent that is no longer probable that sufficient taxable profit will be avajlable
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to allow all or part of the deferred income tax asset to be utilized. Unrecognized defetred tax
assets, if any, are reassessed at each balance date and are recognized to the extent thqt it has
become probable that future taxable profit will allow the deferred tax asset to be recovéred.

|
Deferred tax asset and liabilities, if any, are measured at the tax rates expected in the year
when the asset is realized or the liability is settled, based on tax rates and tax laws that have

been enacted or substantively enacted at the balance sheet date.

Short-term Benefits

The Company recognizes a liability net of amounts already paid and an expense for services
rendered by employees during the accounting period. Short-term benefits given by the
Company to its employees include salaries and wages, soctal security contributions, short-term
compensated absences, bonuses and other non-monetary benefits. \

Retirement benefits

The Company does not maintain a defined contribution retirement plan.

Share Capital

Share capital are classified as equity and is determined using the nominal value of shares that
have been issued and fully paid.

Cumulative Farnings

Cumulative earnings include all current results as disclosed in the statement of income.

Dividend distribution

Profit or loss is distributed pro rata depending on the amount of capital contributions of each
partnet.

Revenue and cost recognition

Revenue comprises the fair value of the consideration received for the services rendefed in
the ordinary course of the Company’s activities.

Revenue is recognized to the extent that is probable that the economic benefits will flow to
the Company and the amount of revenue can be reliably measured.

The following specific criteria must also be met before revenue is recognized:

1) The C ompany recognizes revenue when the amount of revenue can be reliably
measured, it is possible that future economic benefits will flow into the entity and
specific criteria have been met for cach of the Company’s activities as described
below. The amount of revenue is not considered to be reliably measured unfl all
contingencies relating to the service have been resolved. The Company basgs its
estimates on historical results, taking into consideration the type of customer, the
type of transaction and the specifics of each arrangement.

11) Interest income, if any, on bank deposits, which is presented net of final tdx, 1s
recognized on a time-proportion basis using the effective interest method. Such is

included in the finance income account in the statements of income.

1) Other ncome is recognized when recetved.
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On the other hand, cost, administrative expenses and other expenses are recognized in
the statement of income when paid. Finance costs, if there’s any, are reported when paid.

|
Leases

Leases where the lessorretainssubstantially all the risks and benefits of ownership of the asset
are classified as operating leases. Operating lease payments are recognized as an expense in
the statements of income on a straight-line basis over the lease term.

A lease 1s classified as a finance lease if it transfers substantially all the risks and rewards
incidental to ownership. A lease is classified as an operating lease if it does not transfer
substantially all the risks and rewards incidental to ownership.

Retirement benefits

The Company does not maintain any Retirement Plan. Actual retirement, death and
separation benefits will be paid following the retirement law mandated by R.A 7641 of 1993.
Related Parties

Parties are considered related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial and operating decisions.
Individuals, associated or companies that directly or indirectly control or are controlled by or
are under common control with the company are also considered related parties. |

Contingencies

Contingent liabilities are not recognized in the consolidated financial statements but are
disclosed in the notes unless the possibility of an outflow of resources embodying economic
benefit 1s remote. Contingent assets are not recognized in the consolidated financial
statements but are disclosed in the notes when inflows economic benefit is probable.

Events After the Reporting Period |

Post year-end events that provide additional information about the group’s position at the
reporting period (adjusting events) are reflected in the consolidated financial statements. Post
year-end events that are not adjusting events are disclosed in the notes to the consolidated
financials statements when material.

Note 3. Significant Accounting Judgment and Estimates |
[udgments

The preparation of the Company’s financial statements in conformity with PERS for SMEs
requires management to make estimates and assumptions that affect the amounts rep‘£rted in
the Company’s financial statements and accompanying notes. The estimates and assufnptions
used in the Company’s financial statements are based upon management’s evalugtion of
relevant facts and circumstances as of the date of the Company’s financial statements.| Actual
results could differ from such estimates, judgments and estimates are continually eyaluated
and are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

Estimates

In the application of the Company’s accounting policies, management is required o make
judgements, estimates and assumptions about the carrying amounts of assets and Habilities
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that are not readily apparent from other sources. The estimates and associated assumptions
are based on historical experience and other factors that are considered to be relevant. Actual
results may differ from these estimates.

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

e Hstimated Useful Lives of Property and Equipment

The Company estimates the useful lives of property and equipment based on the period over
which the property and equipment are expected to be available for use. The estimated useful
lives of the property and equipment are reviewed periodically and are updated if expectations
differ from previous estimates due to physical wear and tear, technical or commercial
obsolescence and legal or other limits on the use of the property and equipment. In addition,
the estimation of the useful lives of property and equipment 1s based on the collective
assessment of industry practice, internal technical evaluation and experience with similar
assets. It 1spossible, however, that future financial performance could be materially affected
by changes in the estimates brought about by changes in factors mentioned above. The
amounts and timing of recorded expenses for any period would be affected by changes in
these factors and circumstances.

A reduction 1n the estimated useful lives of the property and equipment would increase the
recorded expenses and decrease the noncurrent assets.

Depreciation and amortization 18 computed on a straight-line method over the estimated
useful lives of the assets as follows:

Life in Years

Motor cars 5
Leasehold Improvements 5
Furniture &Fixtures 10
Office Equipment 2/5/15
Software 1

The foregoing estimated useful lives and depreciation/amortization method are reviewed
from time to time to ensure that these are consistent with the expected economic benefits of
the property and equipment.

e Impairment of Non-financial Assets

The Company assesses the value of property and equipment which require the determination
of future cash flows expected to be generated from the continued use and ultimate
disposition of such assets, and require the Company to make estimates and assumptipns that
can materially affect the financial statements. Future events could cause the Company to
conclude that property, plant and equipment and other long-lived assets are impairgd. Any
resulting impairment loss could have a material adverse impact on the Company's financial
condition and results of operations.

The preparation of the estimated future cash flows involves significant judgment and
estimations. While the Company believes that its assumptions are appropriate and reasonable,
significant changes in these assumptions may materially affect the Company's assesgment of
recoverable values and may lead to future additional impairment charges.
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significant changes in these assumptions may materially affect the Company's assessment of
recoverable values and may lead to future additional impairment charges.

e Revenue recognition

The Company’s revenue recognition policies requite the use of estimates and assumptions
that may affect the reported amounts of revenues and receivables. Differences between the
amounts initially recognized and actual settlements are taken up in the accounts upon
reconciliation. However, there is no assurance that such use of estimates may not result to
material adjustments in future periods.

In the application of the Company’s accounting policies, management is required to make
judgements, estimates and assumptions about the cattying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates and associated assumptions
are based on historical experience and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the petiod in which the estimate is revised if the

revision affects only that period or in the period of the revision and future periods if the
revision affects both current and future periods.

Note 4.Cash and Cash equivalents

Cash as of March 31 consist of:

2015 2014
Cash in bank 5,453,979 8,763,693

Cash in bank consists of deposits from a reputable local bank.

Note 5.Receivables and Other Current Assets

Receivables as of March 31 consist of:

2015 2014
Advances/Prepayments 40,926,191 18,956,457
Creditable Withholding tax 595,762 -
Accounts receivable 41,216,248 30,875,475
Total 82,738,201 49,831,932

The carrying amount of trade receivables approximate their values as of March 31, 2015
which are all denominated in Philippine Pesos. Said balances does not contain past due and
impaired assets.
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Note 6. Property and equipment

Property and equipment consist of:

As of March 31, 2015
Mot e Husndines ds| el
Equipment | Software | Fixtures

Beg. Balance 13,213,727 1,969,524 40,788 2,192,093 17,416,132
Additions 7,358,036 70,089 7,428,125
Disposals
Total 20,571,763 2,039,613 40,788 2,192,093 24,844,257
Accumulated
Depreciation
Beg. Balance 2,922,096 285,449 30,764 121,041 3,359,350
Additions 3,697,730 256,356 10,024 378,752 4,342,862
Total Accum. Deprn. 6,619,826 541,805 40,788 499,793 7,702,213

Net Carrying Value| 13,951,936, 1,497,808 - 1,692,300 17,142,044
As of March 31, 2014

Motor Cars | ., O.fﬁce . Furn thure & TCT)T AL
Equipment | Software Fixtures
Beg. Balance 5,035,000 1,464,419 10,714 307,004 6,817,137
Additions 8,178,727 505,106 30,074 1,885,089 10,598,996
Disposals
Total 13,213,727, 1,969,524 40,788 2,192,093 17,416,132
Accumulated
Depreciation
Beg. Balance 182,919 74,836 6,250 36,132 300,137
Additions 2,739,177 210,613 24,514 84,909 3}059,213
Total Accum. Depreciation|  2,922.096 285,449 30,764 121,041 3,‘\359,350‘
|
Net Carrying Value| 10,291,631 1,684,075 10,024, 2,071,052 14i056,782
|

The Carrying value of the property and equipment approximate their fair values.
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Note 7.Trade and Other Payables

Other accounts payables as of March 31 consist of:

2015 2014
Accounts payable-others 17,644,979 5,758,248
SSS/PHIC/EWT/Withholding tax payable 1,154,449 794,230
Total 18,799,428 6,552,478

Accounts payable are non —interest bearing and are currently demandable. These are liabilities
to pay for goods and services that have been received, measured initially at their nominal

. : \
values and subsequently recognized at amortized costs less settlement payments. !

\

Other liabilities represent statutory obligations that are required for settlement with some
government regulatory agencies for the normal conduct of company’s operation based on
enacted laws and regulations.

Note 8.Income taxes

On May 24, 2005, Republic Act 9337 (the Act), otherwise known as “Expanded Value Added
Tax (EVAT) of 2005” amending certain sections of the National Internal Revenue Code
(NIRC) of 1997, was passed into law and became effective on November 1, 2005. The
following are the more salient provisions of the new Act that are relevant to the Company:

e Imposition of a 70% cap on the mput tax credit which a tax payer could claim against
output tax in the event that total input tax credits are higher than the output tax. In such
case, the taxpayer 1s required to remit a minimum 30% of the total output tax due;

e Input tax on capital goods shall be claimed on a staggered basis over 60 months or the
useful life of the related assets, whichever is shorter; and i

e Increase of the VAT rate from 10% to 12% upon declaration of the President of the
Republic of the Philippines. This rate increase happened effective February 1, 2006.

On November 21, 2006, under Republic Act 9361, the NIRC was amended anew g‘with the
deletion of the provision imposing the 70% cap on input tax that may be credited in every
taxable quarter.

On October 10, 2007 Revenue Regulation (RR) No. 12-2007 became effective and imended
RR No. 0-98 by imposing a quarterly payment of MCIT starting the third calendar quarter of
2007. The RR also expanded the operational definition of gross income for purposes of
calculating the quarterly MCIT to include all items of income enumerated under Se¢. 32 (A)
of the 1997 Tax Code except passive income and income exempt from income tax.

Deferred income tax assets and liabilities are determined using income tax rates in the period
the temporary differences are expected to be recovered or settled.
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calculating the quarterly MCIT to include all items of income enumerated under Sec. 32 (A)
of the 1997 Tax Code except passive income and income exempt from income tax.

Deferred income tax assets and labilities are determined using income tax rates in the period
the temporary differences are expected to be recovered or settled.

Deferred income tax assets and liabilities are offset when there is legally enforceable right to

offset current tax asset against current tax liabilities and when deferred income taxes relate to
the same fiscal authority.

The reconciliation and calculation of Minimum Corporate Income Tax (MCIT) is presented
as follows:

2015 2014

Gross Income P 21,495,296 8,355,362
Add back: Disallowed expenses, prior period deficiency
taxes classified as Direct Costs
Gross Income subject to MCIT P - -
Net income (loss) for the period (63,377,576)  (49,037,787)
Income tax effects of: -

Interest income already subjected to income tax 19,659 14,623

Prior period tax deficiency disallowed as tax deductible

expense recorded under Administrative expenses - .
Net income(loss) subject to regular Income tax rate (63,357,917)  (49,023,164)

Income tax computed at Normal tax rate 30% for the year - -

Income tax payable MCIT, 2% of Gross Income - e

Regular income tax rate - -

Income tax due whichever is higher . -
Less: Deferred tax - MCIT - -
Prior year’s excess credits and creditable w/tax 595,762 -
Payments - 1st, 2nd, and 3rd qtr. - -

Income tax due P - ~

The company is not yet subject to Minimum Corporate Income Tax (MCIT) as presented.
Any deferred income tax assets are recognized for all deductible temporary differences, carry
forward of unused tax credits from excess minimum cotporate income tax (MCIT) and
unused tax losses, to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences and carry forward of unused tax credits and
unused tax losses can be utilized.

Note 9. Related Party Transaction

Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial and operating decisions.
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Outstanding balances from related party transactions are shown below.

2015 2014
Advances from shareholders 217,604,340 113,401,740
Advances from shareholders are non-interest bearing advances.
Note 10. Breakdown of cost and expenses
| 2015 2014
Cost of services
Total cost of sales 74,235,051 \ 32,872,851
Operating expenses
Salaries & wages & bonuses 18,103,127 12,898,794
Soctal contributions 696,795 591,199
Professional Fees 1,121,959 3,599,936
Employees’ benefits 4,094,492 1,022,480
Rent expense 1,917,660 1,794,930
Selling & Distribution Expenses 41,601,132 24,708,669
Depreciation / Amortization 4,342,862 2,666,777
Transportation 6,256,211 3,899,442
Taxes and licenses 1,691,184 409,867
Office supplies 280,716 109,110
Electricity & Water 257,449 302,314
Repairs & maintenance 1,009,174 191,475
Communications 1,345,616 | 1,266,531
Miscellaneous/ Insurance 2,154,494 3,931,625
Total operating expenses 84,872,872 57,393,149
Total Cost of sales and operating expenses 159,107,923 90,266,000

Note i1. Supplementary Information required by the Bureau of Internal Revenue’s

Revenue

Regulations (RR) No. 15-2010

On November 15, 2010, the Bureau of Internal Revenue issued Revenue Regulations (RR)
No. 15-2010 which prescribes additional procedural and/or documentary requirements in
connection with the preparation and submission of financial statements accompanying the
tax returns. Under the said RR, companies are required to disclose, in addition to the
disclosures mandated under PFRSs and such other standards and /or conventions that may
heretofore be adopted, in the Notes to the Financial Statements, information on taxes, duties

and license fees paid or accrued during the taxable year.
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The following is the required information under RR No. 15-2010 for the fiscal year ended
March 31, 2015.

1. Other Taxes and licenses and fees

BIR Annual Registration Fee 500
Mayor’s Permit/business license/other taxes 1,690,684
Total 1,691,184
2. Withholding Taxes for 2015
Withholding taxes on compensation & benefits 2,911,706
Expanded withholding taxes 551,260
Total 3,462,966

3. Tax Cases

As of March 31, 2015, the Company has no pending cases with the Bureau of }Intemal
Revenue. i
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