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Notes 2016 2015
ASSETS

Current Assets
Cash on Hand in Bank 2,3,4 17,340,200 5,453,979
Accounts Recevables 2,3,5 33,946,375 41,216,248
Inventories 2,3 57,189,150 94,746,595
Other Current Assets 2,3,5 49,100,427 41,521,953

Total Current Asse s 157,576,153 182,938,775

Non-Current Assets
Property& Eq hipment-net 2,3,6 14,210,646 17,142,044

Total Non-Current Assets 14,210,646 17,142,044

TOTAL ASSETS 171,786,799 200,080,819

LIABILITIES AN [)EQUITY

Current Liabilities
Accounts Payaole - Trade 2,3 42,337,209 85,874,642
Other Accoun s Payable 2,3,7 42,699,698 18,799,428

Total Current Liab lities 85,036,907 104,674,070

Long Term Liabilities
Advances from Shareholders 2,3,9 301,725,270 217,604,340

Total Long Term Liabilities 301,725,270 217,604,340
EQUITY

ShareCapital 8,653,400 8,653,400
RetainedEarnings (De£cit) (223,628,778) (130,850,991)

Total Equity (214,975,378) (122,197,591)

TOTAL LIABILITIES AND EQUITY 171,786,799 200,080,819

(The accompa1?Jingnotes are an integral part if thesefinancial statements)
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SUN PHARMA ~HILIPPINES, INC.

STATEMENTS or COMPREHENSIVE INCOME
(Amounts in Philippi e Pesos)

Income Tax Expen e

For The Fiscal Years Ended March 31

Notes 2016 2015

2,3 124,278,717 95,730,347

2,3,10 88,722,320 74,235,051

35,556,398 21,495,296

2,3,10 126,756,349 84,872,872

(91,199,951) (63,377,576)

243,117

(90,956,835) (63,377,576)

19,422 19,659

(90,937,413) (63,357,917)

Revenue

Cost of Sales

Gross Profit

Expenses i

Profit (Loss) Before Tax

Other Income x Iense

Total

Interest Income

Profit (Loss) Befr re Income Tax

Net Profit After Tax

Other Comprehensive Income (Loss)
Foreign Exchange Differences

(90,937,413) (63,357,917)

(1,840,375)

Net Profit (Loss) Mter Tax (92,777 ,787) (63,357,917)

(The accompat!Jing notes are an integralpart of thesefinancial statements)



SUN PHARMAPHIUPP ES, INC.
STATEMENT OF CHAN ES IN EQUITY
For The Fiscal Years Ende March 31, 2016 & 2015
(Amounts in Philippine Pesos)

SHARE
CAPITAL

RETAINED
RESERVE EARNINGS

(DEFICIT)
TOTAL

Authorized 100,000 shares @ P100 par value;
Subscribed 86,534 shares and aid 86,534 shares.

Balances at Mar. 31, 2014 8,653,400 (67,493,074) (58,839,674)

(63,357,917)Net Income (loss) during the r eriod (63,357,917)

Balances at Mar. 31, 2015 (130,850,991) (122,197,591)

Other comprehensive mco ne (loss)

Comprehensive Income (Ios s)

Net Income (Loss)

8,653,400

(90,937,413) (90,937,413)

(1,840,375)(1,840,375)

(1,840,375) (221,788,404) (214,975,378)Balances at Mar. 31, 2016 8,653,400
(The accompm!)ling notes are an int !f,ralpart of thesefinancial statements)
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SUN PHARMA PHILIPP~NES, INC.
STATEMENT OF CASH LOWS
(Amounts in Philippine Pesos)

CASH FLOWS FROM OprRATING ACTIVITIES
Profit (loss) before tax

Adjustments to reconcile net income to net cash generated
from/ (used in) operations:

Depreciation and anp.ortization
Gain (Loss) on fordrf exchange transactions
Interest Income

For The Fiscal Years Ended March 31
2016 2015

(90,937,413) (63,357,917)

Operating income befdre working capital changes
Changes in assets and ~abilities

(Increase)/ decrease in assets:
Current Assets

j

Increase/ (decrease) in liabilities:
C Li bili

·1.
urrent a es

Interest received

5,037,770 4,342,862
(1,840,375)

(19,422)
(87,759,440) (59,015,055)

37,248,843 (94,220,909)

(19,637,163) 53,151,775
19,422

Net cash from 0 era . (70,128,338 (100,084,189)

367,125
(2,473,496 (7,428,125)
(2,106,371) (7,428,125)

CASH FLOWS FROM FI ANCING ACTIVITIES
Advances from Shareh lders 84,120,930 104,202,600
Net cash from financing activities 84,120,930 104,202,600

I
NET INCREASE(DECREfASE) IN CASH & CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

11,886,221
5,453,979

(3,309,714)
8,763,693

CASH AND CASH EQUIVALENTS AT END OF YEAR 17,340,200 5,453,979

(The accompa1!Jing notes are an integral part of these financial statements)



SUN PHARMAlpHILIPPINES, INC.
NOTES TO FI ANCIAL STATEMENTS
AS OF AND F R THE FISCAL YEARS ENDED
MARCH 31, 201 AND 2015
(All amounts in P . ippine Pesos unless otherwise stated)

Note 1- Corpor te Information

SUN PHARMA1PHILIPPINES, 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 pose of the company is to purchase, sell, deal, trade, import, export,
distribute and m et pharmaceutical, cosmetics and chemical products; and generally to
perform any and 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 s tement of financial position shows a deficit of P223,628,778 for 2016 and
P130,850,991 for 2015. To address this concern, the Company's shareholders and related
parties agreed an were committed to provide financial support in its operations and working
capital requireme ts.

The management believes that such continuing financial support is sufficient until such time
the Company re overs. Accordingly, the accompanying financial statements have been
prepared on a go' g concern basis.

The company's -igistered business office is located at Unit 604, 6th Floor Liberty Center
Building, 104 H. I' dela Costa Street, Salcedo Village, Makati City.

Approval and a,thOrizatiOn for issue of financial statements:

The accompanyirig financial statements were approved and authorized for issue by the Board
of Directors on -J.... _

Note 2. Summary of Significant Accounting Policies
I

2.1 Basis of freparation

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

2.1.1 Functional Currency

The fmancial 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.
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2.2 StatemJ,of Compliance

The accompan~ financial statements have been prepared in accordance with the Philippine
Financial Repo . g Standards.

2.3 Policies Adopted

The following acqounting standards that have been published and issued by the International
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:

\
Section 3
Section 4
Section 5

Section 6

Section 7
Section 8
Section 10
Section 11
Section 17
Section 20
Section 21
Section 22
Section 23
Section 27
Section 28
Section 29
Section 32
Section 33

Financial Statement Presentations
Statement of Financial Position
Statement of Comprehensive Income and Income
Statement
Statement of Changes in Equity and Statement of
Income and Retained Earnings
Statement of Cash Flows
Notes to Financial Statements
Accounting Policies, Estimates and Errors
Basic Financial Instruments
Property and Equipment
Leases
Provisions and Contingencies
Liabilities and Equity
Revenue
Impairment of Assets
Employee Benefits
Income Tax
Events After the End of the Reporting Period
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:

I
I

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 requirements 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 of entity's
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I
I

total comprr;nsive income, its financial performance for the period in one or two
financial statT~ents.

Section 6, " tatement of Changes in Equity and Statement of Income and Retained
Earnings", s ts out requirements for presenting the changes in an entity's equity for a
period, either in a statement of changes in equity or, if specified conditions are met and an

entity choose , in a statement of income and retained earnings the cost of inventories is
no longer acc ptable.

I

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 actitties.

Section 8, fNotes to Financial Statements", sets out the principles underlying
information at is to be presented in the notes to the financial statements and how to
present it. N tes contain information in addition to that presented in the statement of
financial posi 'on, statement of comprehensive income, income statement (if presented),
combined sta ement of income and retained earnings (if presented), statement of changes
in equity, d statement of cash flows. Notes provide narrative descriptions or
desegregation of items presented in those statements and information about items that
do not quali for recognition in those statements. In addition to the requirements of this
section, nearl every other section of this IFRS requires disclosures that are normally
presented in e notes.

Section 10, 'Accounting Policies, Estimates and Errors," eliminates the concept of
fundamental rror and the allowed alternative to retrospective application of voluntary
changes in a counting policies and retrospective restatement to correct prior period
errors. The s ction defines material omissions and misstatements and describes how to
apply the con ept of materiality when applying accounting policies and correcting errors.

Section 11,' asic Financial Instruments', applies to basic financial instruments and is
relevant to all ntities. An entity shall recognize a financial asset or a financial liability only
when the entit becomes a party to the contractual provisions of the instrument. When a
financial asset, or financial liability is recognized initially, an entity shall measure it at the
transaction price unless the arrangement constitutes, in effect, a financing transaction.

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 is 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 inflation.
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Section 21, ", revisions and Contingencies", ensures that appropriate recognition criteria
and measure ent basis are applied to provisions, contingent liabilities and contingent
assets

and that suf ient information is disclosed in the notes to financial statements to enable
users to unde stand their nature, timing and amount.

Section ZZ, "Liabilities and Equity", establishes principles f01: classifying financial
instruments ar either liabilities or equity and addresses accounting for equity instruments
issued to individuals or other parties acting in their capacity as investors ill equity
instruments t.in their capacity as owners).

Section 23, 'IRevenue", provides additional guidelines as to the timely recognition of
revenue, whicr is measured at the fair value of the consideration received or receivable.

Section 27, "fmpairment of Assets", prescribes the procedures that an entity applies to
ensure that it~,assets are carried at no more than their recoverable amount if its carrying
amount exceefs the amount to be recovered through use or sale of the asset. If this is the
case, the asset is described to be impaired and the standard requires the entity to
recognize an i pairment loss. The section also specifies when an entity should reverse an
impairment 10 s previously recognized.

Section 28," mployee Benefits," applies to all employee benefits offered by an employer
to employees and their dependents and beneficiaries. This section applies to employee
benefits unde : (i) formal plans and agreements between an enterprise and its employees,
(ii) national, I cal, industry or multi-employer plans; and informal practices givllig rise to a
constructive bligation. This section also identifies the following categories of employee
benefits such I s short-term employee benefits, postemployment benefits, other long-term
employee benefits and termination benefits.

Section 29, 'qncome tax," covers accounting for income tax. It requires an entity to
recognize the \current and future tax consequences of transactions and other events that
have been recognized ill the financial statements.

I
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, definitions and the disclosures for related parties. It requires disclosure of 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 financial
statements. These, however, require additional disclosures on the Company's financial
statements.

Financial Assets

Financial assets includes cash, trade and other receivables
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Cash I
Cash are stated ~t 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 0 current and savings accounts that earn interest at prevailing bank deposit
rates and these re deposits held at call with banks.

Cash equivalen are short-term, highly liquid debt instruments that are readily convertible to
known amount of cash with original maturities of one month and that are subject to an
insignificant risk!of change in value.

Accounts Recei-J-ables

Trade reCeivablE' which are based on normal credit terms do not bear interest, are
:recognized and wed at original invoice amounts. Where credit is extended beyond normal
credit terms, rec

i
ivables are measured at amortized cost using the effective interest method.

At the end of e,ch reporting period, the carrying amounts of trade and other receivables are
reviewed to detfrmine whether there is any objective evidence that the amounts are not
recoverable. If s1' an impairment loss is recognized immediately in profit or loss.

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

Other Receivabl s

Other receivabl s are stated at amortized cost less prOviSIon for impairment, if deemed
applicable. Imp· ent is considered when there is objective evidence that the Company will
not be able to co ect the debts.

Rental Deposit \

Rental deposit is 'measured at its cost or nominal value, which is included under non-current
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 intended
use. Expenditures incurred after the property and equipment have been put into operations,
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 that the
expenditures have resulted in an increase in the future economic benefits expected to be
obtained from the use of an item of property, and equipment beyond its originally assessed
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 je calculated on a straight-line basis over the useful lives of the assets.

The usefullife~f each of the property and equipment is estimated based on the period over
which the asse is expected to be available for use. Such estimation is based on a collective
assessment of' dustry practice and experience with similar assets.

The assets' re~idual values, useful lives and depreciation and amortization method are
reviewed, and allU;ustedif appropriate, if there is an indication that there has been indication of
significant chanre 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

I
arising on deref0gnition of the asset (calculated as the difference between the net disposal
proceeds and I e carrying amount of the item) is included in the statement of operations in
the year the ite is derecognized.

Refundable De osits

These represen deposits to utility service providers used in operations and rental deposit to
lessor which ar refundableupon expiration of the contract.

Asset Impairmelnt

At each rep01·1~ 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 h ve suffered an impairment loss. If there is an indication of possible
impairment, thd recoverable amount of any affected asset (or group of related assets) is
estimated and c mpared with its carrying account. If estimated recoverable amount is lower,
the carrying am unt is reduced to its estimated recoverable amount, and an impairment loss is
recognized . ediately in profit or loss.

If an impairme1t 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 w4uld 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 is recognized
immediately in 1rofit or loss.

Financial Liabilities,

Financial liabilities include trade and other payables.

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

Trade and Other payables

Trade and other payables are liabilities to pay for goods or services that have been received or
supplied and have been invoiced or formally agreed with the supplier. Trade payables are not
interest bearing and are stated at thei1: nominal value.
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Trade and oth payables are measured initially at their nominal values and subsequently
recognized at t0rtized costs less settlement payments.

Other current Jabilities

It «presents +datOry 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 laws4~regulations.

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

Impairment of ~inancial Assets

The Company tssesses at each balance sheet date whether there is objective evidence that a
financial asset Of group of financial assets is impaired. A financial asset or a group of financial
assets is deeme1 to be impaired if, and only if, there is objective evidence of impairment as a
result of one 0i more events that has occurred after the initial recognition of the asset (an
incurred 'loss erent') and that loss event (or events) has an impact on the estimated future
cash flows of th financial asset or the group of delinquency in interest or principal payments,
the probability at 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' arrears or economic conditions that correlate with defaults.

Dereco Financial Assets and Financial Liabilities

Financial assets

A financial asse (or, where applicable a part of financial asset or part of a group of similar
financial assets) s derecognized when:

• the righ to receive cash flows from the asset have expired;
• the Co any retains the right to receive cash flows from the asset, but has assumed

an oblig tion to pay them in full without material delay to a third party under a pass-
through arrangement; or

• the com~any has transferred its rights to receive cash flows from the asset and either
(a) has tr sferred substantially all the risks and rewards of the asset, or (b) has neither
transferr d nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

Financial Liabilities

A financial liability 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 original
liability and the recognition of a new liability, and the difference in the respective carrying
amounts is recognized in the statement of income.
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Financial Asse is

Financial asset~ and financial liabilities are offset and the net amount reported in the balance
sheet if, andlnlY if, there is a currently enforceable legal right to offset the recognized
amounts and ere is an intention to settle on a net basis, or to realize the asset and settle the
liability simul eously. This is not generally the case with master netting agreements, and the
related assets 1d liabilities are presented gross in the balance sheet.

Impainnent of Non-financial Assets

The Company ~ssesses as at reporting date whether there is an indication that an asset may be
impaired. If arv 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 costsl 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 asset~ or groups of assets. Where the carrying amount of an asset exceeds it
recoverable ampunt, the asset is considered impaired and is written down to its recoverable
amount. In aS~SSSingvalue in use, the estimated future cash flows are discounted to their
present value u ing a pre-tax discount rate that reflects current market assessment of the time
value of mone and the risks specific to the asset. Impairment losses are recognized in the
statements of in\come in those expense categories consistent with the function of the impaired
asset.

An assessment lis made at each reporting date as to whether there is an indication that
previously reco . ed impairment losses may no longer exist or may have decreased. If such
indication exis the recoverable amount is estimated. A previously recognized impainnent
loss is reversed nly if there has been a change in the estimates used to determine the asset's
recoverable am unt since the last impairment loss was recognized. If that is the case, the
carrying amoun of the asset is increased to its recoverable amount. That increased amount
cannot exceed e carrying amount that would have been determined, net of depreciation and
amortization, h d no impairment loss been recognized for the asset in prior years. Such
reversal is reco . ed in the statements of income unless the asset is carried at revalued
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 carrying
amount, less anYj'eSidual value, on a systematic basis over its "",,;n;ng =efullife.

Income Tax Pa able

Taxable profit fers from net profit as reported in the statements of operations, because 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.

I

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used to compute the am.ount 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, on all
temporary differences at the balance sheet date between the tax bases of assets and liabilities
and their carrying amounts for financial reporting purposes.
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Deferred incote tax liabilities, if any, are recognized for all taxable temporary differences.
Deferred income tax assets are recognized for all deductible temporary differences and carry
forward benefits of unused net operating loss carryover (NOLCO), if any, to the extent that it
is probable th~t taxable profit will be available against which the deductible temporary
differences an~ catty forward of NOLCO can be utilized.

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

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 Ben~fits

The Company ~=gnizes 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 ~mployees include salaries and wages, social security contributions, short-term
compensated aBlsences, bonuses and other non-monetary benefits.

Retirement ben<tfits
I

The Companyoes not maintain a defined contribution retirement plan.

Share Capital

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

Cumulative E . gs

Cumulative e~. gs include all current results as disclosed in the statement of income.
Dividend distribhtion

Profit or loss is 1::buted pro rata depending on the amount of capital contributions of each
partner.

Revenue and co t reco .tion

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

I

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:

i) The Company 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 each of the Company's activities as described
below. The amount of revenue is not considered to be reliably measured until all
contingencies relating to the service have been resolved. The Company bases its
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estimates on historical results, taking into consideration the type of customer, the
typ~ of transaction and the specifics of each arrangement.

I

ii) Int~rest income, if any, on bank deposits, which is presented net of final tax, is
recognized on a time-proportion basis using the effective interest method. Such is
included in the finance income account in the statements of income.

I

I
ill) Other income is recognized when received.

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 where tpe lessor retains substantially 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 is 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 benbfits

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

Parties are cons dered related if one party has the ability to control the other party or exercise
significant in3ence over the other party in making financial and operating decisions.
Individuals, ass ciated or companies that directly or indirectly control or are controlled by or
are under co on control with the company are also considered related parties.

Contingencies

Contingent liab ties 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 is rem te. Contingent assets are not recognized in the consolidated financial
statements but e disclosed in the notes when inflows economic benefit is probable.

Events After th Re ortin Period
Post year-end e ents that provide additional information about the group's position at the
reporting perio (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. SignificantAccounting Judgment and Estimates

Judgments

The preparation of the Company's financial statements in conformity with PFRS for SMEs
requires management to make estimates and assumptions that affect the amounts reported in
the Company's financial statements and accompanying notes. The estimates and assumptions
used in the Company's financial statements are based upon management's evaluation of
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relevant facts dnd circumstances as of the date of the Company's financial statements. Actual
results could differ from such estimates, judgments and estimates are continually evaluated
and are based \on historical experience and other factors, including expectations of future
events that are jbelieved to be reasonable under the circumstances.

Estimates I
I

In the applicatjion of the Company's accounting policies, management is required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities
that are not re~dily 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 in which the estimate is revised if the
revision affectsl only that period or in the period of the revision and future periods if the
revision affects both current and future periods.

• Estimated Illseful Lives of Property and Equipment

The Company ~stimates 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 P~vious estimates due to physical wear and tear, technical or commercial
obsolescence d legal or other limits on the use of the property and equipment. In addition,
the estimation f the useful lives of property and equipment is based on the collective
assessment of dustry practice, internal technical evaluation and experience with similar
assets. It is po isible, however, that future financial performance could be materially affected
by changes in I e estimates brought about by changes in factors mentioned above. The
amounts and . . g of recorded expenses for any period would be affected by changes in
these factors an circumstances.

A reduction in e estimated useful lives of the property and equipment would increase the
recorded expen es and decrease the noncurrent assets.

Depreciation d amortization is computed on a straight-line method over the estimated
useful lives of e assets as follows:

Life in Years

otor cars
Ifeasehold Improvements
Rumiture &Fixtures
~ffice Equipment
Software

5
5
10
2/5/15
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.

• 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 assumptions that
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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 impaired. Any
resulting impairment loss could have a material adverse .im.pact on the Company's financial
condition and tesults of operations.

The preparati4n of the estimated future cash flows involves significant judgment and
estimations. While the Company believes that its assumptions are appropriate and reasonable,
significant chatjt.gesin these assumptions may materially affect the Company's assessment of
recoverable values and may lead to future additional impairment charges.

• Revenue recognition

The Company's revenue recognition policies require 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, esbates and assumptions about the carrying amounts of assets and liabilities
that are not re~dily 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 diff~r from these estimates.

I
I

The estimates nd underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting esti ates are recognised in the period 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 oth current and future periods.

Note 4.Cash a \d Cash equivalents

Cash as of Marc 31 consist of:

Cash in bank
2016 2015

17,340,201 5,453,979

Cash in bank co sists of deposits from a reputable local bank.

Note 5.Receiv bles and Other Current Assets

Receivables as of March 31 consist of:

2016 2015
Advances/Prepayments
Creditable Withholding tax
Deferred Charges-MCIT
Accounts recei';'able

47,857,092
527,345
715,990

33,946,375

40,926,191
595,762

41,216,248
Total 83,046,802 82,738,201
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The carrying Jmount of trade receivables approximate their values as of March 31, 2016
which are all dfnominated in Philippine Pesos. Saidbalances does not contain past due and
impaired assets,

Note 6. Property and equipIDent

Property and equipment consist of:

As of March 31, 2016

Office Furniture & TOTALMotor Cars E . Software FixturesI quipment
\

Beg. Balance I 20,571,763 2,039,613 40,788 2,192,093 24,844,257
Additions 2,253,571 122,679 97,247 2,473,497
Disposals (730,000) (730,000)
Total 22,095,334 2,162,292 40,788 2,289,340 26,587,754
Accumulated
Depreciation
Beg.Balance 6,619,826 541,805 40,788 499,793 7,702,213
Additions

\

4,373,198 271,233 393,339 5,037,770
Disposals (362,875) (362,875)

I
Total Accum. I~epm. 10,630,149 813,038 40,788 893,132 12,377,108

Net Carrying Value 11,465,185 1,349,254 1,396,207 14,210,646

As of March 31 2015

Motor Cars Office Furniture &
TOTALEquipment 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. Depm. 6,619,826 541,805 40,788 499,793 7,702,213
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I
Net CarryingiValue 13,951,936 1,497,808 1,692,300 17,142,044

The Carrying Jalue of the property and equipment approximate their fait values.

I
Note 7.Trade and Other Payables

Other accounts payables as of March 31 consist of:

2016 2015
Accounts paya*e-trade 42,337,209 85,874,642

IAccounts payable-others 40,226,041 17,644,979

Total \

I

SSS/PHIC/EWT /Withholding tax payable 2,473,657 1,154,449
85,036,907 104,674,070

Accounts payaJe are non =interest bearing and are currently demandable. These are liabilities
to pay for go~fs and services that have been received, measured initially at their nominal
values and SUbsruently recognized at amortized costs less settlement payments.

Other liabilities represent statutory obligations that are required for settlement with some
government re atory agencies for the normal conduct of company's operation based on
enacted laws an regulations.

Note 8. Inco e taxes

On May 24, 200 ,Republic Act 9337 (the Act), otherwise known as "Expanded Value Added
Tax (EVA'!) 0 2005" amending certain sections of the National Internal Revenue Code
(NIRC) of 199 , was passed into law and became effective on November 1, 2005. The
following are th more salient provisions of the new Act that are relevant to the Company:

• Imposition f a 70% cap on the input tax credit which a tax payer could claim against
output tax ~ the event that total input tax credits are higher than the output tax. In such
case, the t~ayer is required to remit a minimum 30% of the total output tax due;
Input tax on

l
capital goods shall be claimed on a staggered basis over 60 months or the

useful life of the related assets, whichever is shorter; and
•

• 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 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. 12-2007became effective and amended
RR No. 0-98 by imposing a quarterly payment of MCIT starting the third calendar quarter of
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2007. The ~ also expanded the operational definition of gross income for purposes of
calculating ~elquarterly MCIT to include all items of income enumerated under See. 32 (A)
of the 1997 Tas Code except passive income and income exempt from .income tax.

I

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

I

Deferred inco+e 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 fiscal1authority.

The reconoliation and calculation of Mi.t1im.U1ll Corporate Income Tax (MCIT) is presented
as follows:

Gross Incom
Add back: D sallowed expenses, prior period deficiency
taxes classifi' d as Direct Costs

2016 2015
124,278,717 95,730,347

Gross Incom subject to MCIT 35,799,514
Net income JOSS) for the period
Income tax ef ects of:

Interest in ome already subjected to income tax
Prior peri d tax deficiency disallowed as tax deductible
expense re orded under Administrative expenses

(92,777,787) (63,357,917)

19,422 19,659

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

(90,956,835) (63,377,576)Net income(lo s) subject to regular Income tax rate

Income tax pa able MelT, 2% of Gross Income 715,990

Re~ar income tax rate
Income tax d e whichever is higher 715,990
Less: Deferred tax - MCIT

Prior year's excess credits and creditable w ltax 1,243,335 595,762
Payments -I 1st, 2nd, and 3rd gtr.

Income tax dJe (527,345)

The company il subject to Minimum Corporate Income Tax (MCI1) as presented. Any
deferred income tax assets are recognized for all deductible temporary differences, carry
forward of unused tax credits from excess minimum corporate income tax (MCI1) 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 .inmaking financial and operating decisions.
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This includes! (a) individuals owning, directly or indirectly through one or more
intermediaries'l~ontrol or are controlled by, or under common control with, the Company; (b)
associates; and (c) individuals owning, directly or indirecdy, an interest in the voting power of
the Company at gives them significant influence over the Company and close members of
the family of afy such individual.

\

Outstanding balances from related party transactions are shown below.

2016 2015
Advances from
shareholders 301,725,270 217,604,340

Advances from shareholders are non-interest bearing advances.
Note 10. Breakdown of cost and expenses

2016 2015
Cost of services

Total cost of sales 88,722,320 74,235,051
I

Operating expenses
Salaries &wages & bonuses 27,681,731 18,103,127
Social contributions 959,467 696,795
Professional Fees 1,550,495 1,121,959
Employees' benefits 1,719,412 4,094,492
Rent exp~nse 2,174,390 1,917,660
Selling & Distribution Expenses 71,408,321 41,719,213
Depreciat on / Amortization 5,037,770 4,342,862
Bad Debts 887,239 -

Transportation 6,686,904 6,256,211
Taxes and licenses 1,035,507 1,573,104
Office SUI plies 43,016 280,716
Electricity &Water 404,753 257,449
Repairs &maintenance 1,284,710 1,009,174
Communi ations 1,693,004 1,345,616
Miscellane ous /Insurance 4,189,630 2,154,494
Totalop rating expenses 126,756,349 84,872,872

Total Cost of sales and operating expenses 215,478,669 159,107,923

Note 11. 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
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disclosures mJudated under PFRSs and such other standards and / or conventions that may
heretofore be ldopted, in the Notes to the Financial Statements, information on taxes, duties
and license fee~ paid or accrued during the taxable year.

The fOllOwinJ is the required info=ation under RR No. 15-2010 for the fiscal year ended
March 31,20]'

1. Other T Ies and licenses and fees
BIR Annual Registration Fee

Mayor's Pennit/business license/other taxes
500

1,035,007
Total 1,035,507

2. Withholdihg Taxes for 2015
Withholding taxes on compensation & benefits
Expanded withholding taxes

5,095,703
492,540

Total I 5,588,243

3. Tax easJ
As of March 1,2016, the Company has no pending cases with the Bureau of Internal
Revenue.
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