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Securities registered pursuant to Sections 4 and 8 of the RSA :

Title of Each Class No. of Shares of Common Stock Outstanding:
and Amount of Debt Outstanding

Common Shares — P1.00 par value Issued - P3,271,900,932.00

Are any or all of these securities listed on the Philippine Stock Exchange?

Yes[x]No.[ ]

Check whether the registrant:

(a) has filed all reports required to be filed by Section 11 of of the Revised
Securities Act (RSA) and RSA Rule 11(a)-1 thereunder and Sections 26 and
141 of the Corporation Code of the Philippines during the preceding 12
months (or for such shorter period that the registrant was required to file such
reports);

Yes [x ] No [ ]

(b) has been subject to such filing requirements for the past 90 days.

Yes [x ] No [ ]



PART | - FINANCIAL INFORMATION

ltem 1. Financial Statements

See Annex A.1 to A.5, and the accompanying notes to financial statements (including Accounts

Receivables Aging Schedule)

Item 2. Managements Discussion and Analysis of Financial Condition and Results of

Operations

o Income Statements (Amounts in P ‘000)

Revenues

Less: Cost and Expenses
Income from operations

Other Income(Charges)
Income(Loss)before income tax
Provision for income tax

Net Income(Loss)

Earnings (Loss) Per Share

o Balance Sheet (Amounts in P ‘000)

ASSETS

Assets

LIABILITIES & STOCKHOLDERS’ EQUITY

Liabilities
Stockholders’ Equity
Total Liabilities & Stockholders’ Equity

Jan - Sept Jan - Sept
2005 2004
1,761 1,070
47,100 48,837
45,339 | -47,767 |
3,792 3,659
-41,547 | -44,108 |
0 0
-41,547 | -44,108 |
0.012682 -0.013463
Jan - Sept Jan — Sept
2005 2004
2,849,836 2,937,646
857,313 703,902
1,992,522 2,233,744
2,849,836 2,937,646



Quarter ended September 30, 2005 as compared with quarter ended September 30, 2004

As of the quarter ending September 30, 2004, since the company have ceased
commercial operations and is disposed to lease out its warehouse facilities. Other income account
represents rental income of which an increase of 5% compared on last quarter of 2004. Still the
leasing of warehouse facilities gave the company another income. Lessee includes giants such as
San Miguel Corporation and Coke and upstart manufacturing/distribution companies.

Since the company was started to disposing its inventories from previous years up to
present time. This vision was put in to reality by selling them off in baratillo’s and the like offering
big discounts to all takers. In results of this the company produced in revenue from sales
amounting to 1.761M compared to 1.070M from last year or an increased by .691M or 39%.

And at the end the earnings per shares comparison from 30 September 2005 and 2004 is
-0.012682 and —0.013463 respectively.

Cost and expenses for the third quarter of 2005 amounted to P13,846,085.22 as
compared to P16,912,181.18 of 2004. The decrease of P3,066,095.96 or 18% is mainly
attributable to the following.

1. Decrease in depreciation expense of P1,726,480.03; an increased of
P145,968.76 in cost of sales

2. Bond and bidding expense decrease of P373,106.31

3. Retainers & Professional Fees increase by P119,800; Billing was received and
paid in company’s external auditor (audit fee)

4, Increased in Salaries & Wages by P32,299.82

5. Postage, telephone & telegraph decreased by P165,776.70

6. Decreased in repairs & maintenance expense by P794,921.75

7. Security Services decreased by P122,757.94

8. Light & Power decreased by P255,492.60

9. Commission expense for the quarter P220,862.76. Corollary to rental income, a
3.5% commission is given to agents who were able to close a leasing agreement.
With this incentive, the company is expecting rental income to go on an upswing

move for the next few months.

Some cost reduction measures where implemented which somehow soften the impact of
the increases enumerated above.



Total assets of the company as of September 30,2005 amounted to P2,849,836,108.27 as
compared to P 2,937,645,836.40 of 2004. The decrease can be mainly traces to the forelosure of
assets mortgage to Social Security System.

There are no known trends, events of uncertainties in the past that have a material
favorable or unfavorable impact on the future operations of the company.

There are also no seasonal aspects that have a material effect on the financial condition
or results of operations of the company.

Performance Indicators

The Company and its subsidiaries determine their performance on the following five (5)
key performance indicators.

Selling Price, Volume and Revenue Growth
Cost Contribution

Gross Profit Contribution

Operating Margin

Plant Capacity Utilization

S < A

The foregoing indicators, however, cannot be brought to bear on the company since its
subsidiaries have temporarily stopped their operation. At present the company’s major source of
income is generated from leasing of its warehouse facilities.

The intuition of the Company is to continue operating as a going concern. Meanwhile, it is
focusing its business activities among others in “injection molding” and “vacuum forming” with
encouraging prospects. Placed on commercial scale operations, they can contribute towards the
improvement of the company’s financial position.

Inspite of the generally dismal economic outlook, the company is aggressively looking for
strategic partnerships or alliances that will actualize the company’s drive for normal operations as
a going concern.

Be that as it may, the Company is not aware of any event that will trigger direct or
contingent financial obligation that is material to the Company, including any default or
acceleration of an obligation. There are also no material off-balance sheet transactions,
arrangement, obligation (including contingent obligation), and other relationships of the Company
with unconsolidated entities or other persons created during the reporting period.

Further discussion of accounts of which registered an increased or decreased by 5% or more
follows:



Accounts Receivable. This account consists mainly of trade receivable from customers of
Plastic City Industrial Corporation subsidiaries. Of the P8.456M added on the 3 Quarter, major on
this increase came from PCIC regular customers.

Inventories. Consists mainly of finished goods, raw materials and supplies. Compared to
year 2004 and 2005 almost 40% of finished goods was purchased on the current year. Also a
decreased in Allowance for inventory losses has been made of at least 15%.

Prepaid expense and other current assets. This account increased by P1.7M due to
reclassification.

Advances to Affiliates. The increase was caused by the recognition of related receivables.

Property, plant and equipment. This consist mainly of land, buildings and various
equipments of PCIC subsidiaries and Phil foods used for the manufacturing of plastic products and
food processing. The decrease in amount is attributable to depreciation, set up of impairment loss
and dacion en pago.

Accounts Payable. This consists mainly of trade payable to various suppliers of PCI
subsidiaries.

Accrued interest and other current liabilities. Accounts payable others amounting to
P494M is the biggest number on this account , followed by VAT payable P3.7M.
Advances from Affiliates. Account increased by P20M due to some reclassification /

offsetting of account from PCIC subsidiaries.

Advances from lessee. An increased by P.967M



OTHER INFORMATION
(1) Market Information
a ) The principal market of Wellex Industries Inc. common equity is the Philippine Stock
Exchange, Inc. (PSE) where it was listed in 1958.Here are list of the high and low sales price by

quarter as follows :

“CLASS A*

2005 High Low
First Quarter 0.27 0.16
Second Quarter 0.215 0.12
Third Quarter 0.17 0.11

2004 High Low
First Quarter 0.45 0.30
Second Quarter no transaction
Third Quarter 0.30 0.18
Fourth Quarter 0.245 0.16
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WELLEX INDUSTRIES INCORFPORATED AND SUBSIDIARIES
Cansalidated Balance Sheets

Septernber 30, 2005 and 2004

{In Philippine Pesos)

ASSETS

CURRENT ASSETS:

Cash

Accounts receivable, net (Mote 4)
Inventories, net (Mote 5)

Prepaid expenses and other current assets

Tatal current assets

ADYAMCES TOAFFILIATES, net (Mote 9)

ADWANCES TOSTOCKHOLDERS

INVESTMENTS IN SHARES OF STOGK (Mote &)
LAMD HELD FOR FUTURE DEVELOPMENT (Mote 7)
PROPERTY, PLAMT AND ECIUIPMENT, net (Naote 8)

OTHERASSETS (Nates 10 and 18)
TOTAL ASSETS

LIABILITIES AMD STOCKHOLDERS EQUITY

Annex -1
Audited
September September December
2005 2004 2004
1,368 521.97 1526 202,68 0B 458.00

207 571,537 .31
12,110,435.19

199.415,181.02
23022 54952

72,120 ,456.00
12,893,043.00

12 BBE 521.13 10,880 228.26 6,355 679.00
234,019,115.60 234,544 ,161.48 92,335 636.00
161,278 ,813.26 61,921,338.358 162 992 570.00

376,000.00 375,000.00 375,000.00

230,755,000.00

221521271010

194 489,31

341,062 ,000.00

2,295 947 267 .40

3,496 08917

238,755,000.00

2249127 046.00

5,337 ,039.00

2549 ,836,108.27

2,937 B45 536.40

2,749 925 591.00

CURRENT LIABILITIES

Wotes payable (Mate 107

Accounts payable (Note 11)
Income tax payable

Accrued interest and other current liabilities

Total current liahilities
ADVANCES FROM AFFILIATES and STOCKHOLDERS (Mote 9)
EXCESS OF BOOK WALUE OVER COST OF INVESTMENT
ACCRUED RETIREMENT BENEFIT

ADWANGES FROM LESSEE

Tatal liahilities

STOCKHOLDERS EQUITY
Capital stock- P1 parwalue (Note 12)
Authorized - 3.5 billion shares
lssued and oustanding - 3,276,045 537 shares
Additional paid-in-capital
Retained earnings (defici)

Treasury stock
Total stockhalders' equity
TOTAL LIABILITIES AMD STOCKHOLDERS EQUITY

59 266,448 .32

94794 071.74
53796 69216

89,763 ,005.00
32,328,863.00

621,745,761.91 396,936 ,366.17 §,786,502.00
6581,002,230.23 545527 ,130.07 130,883 ,370.00
172,494 358.79 150,141 578.41 616,057 ,524.00
4,713,240.00 4,713,240.00

670 ,477.00 1,364,705.00

3,816,893.64 2,849 ,133.55 3,167 632.00
857,313 ,482.66 703,902 ,359.03 756,247 475.00
3,276,045 637.00 3,276,045 637.00 3,276,045 637.00

24,492 501.00
(1,278,529,179.59)

24,492 501.00
(1,037 308,327 B3)

24 492 501.00
(1,277 373 589.00)

2022,008 258 41
29,486 633.00

2,263,230,110.37
29,486 633.00

2023164 745.00
29,486 633.00

1592 522 B25.41

2233743477 .37

15993 675,116.00

2549 836,108.27

2,937 B45 836.40

2,749 925 591.00

See Accompanying Notes to Financial Statements
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
Consolidated Statements of Operations

Forthe period ending Septernber 30, 2005 and 2004

{In Philippine Pesos)

REVEMUES
Sales
hanagement fees

COSTS AMD EXPENSES

Cost of sales

Depreciation

Bond and bidding expense
Retainers and professional fees
Taxes and licenses
Representation

Office supplies

Salaries, wages and bensfits
Bank Charges

Subcription Fees

Training and development

535, Med and ECC contributions
Postage, telephone and telegraph
Transportion and travelling
Gasoline and Oil

Repairs and maintenance
Provision for doubtful accounts
Security services

HOMF contribution

Light and power

Cornmission

Miscellaneous

INCOME FROM OPERATIONS
OTHER INCOME (CHARGES)
Finance costs

Rertal income
MWiscellaneous

INCOME BEFORE INCOME TAX

PROVISION FOR INCOME TAX
Provision for income tax - deferred
Provision for incorme tax - current

INCOME BEFORE EQUITY LOSSES

EQUITY IN NET LOSEES

NET INCOME (LOSS)
DEFICIT, JANUARY 1

DEFICIT, SEPTEMBER 30

LOSE PER SHARE, (MNote 13)

Annex -2
July - Sept July - Sept Jan - Sept Jan - Sept
2005 2004 2005 2004
1,243 ,450.10 324,102.74 1,761,140.54 1,070,036.40
1,243 450.10 32410274 1.761.140.84 1,070,036.40
11,820,226.43 11,674,257 67 34 670,570.34 34,702 616.93
8,790.90 1,735,270.93 4996 270.90 5,205,812.79
7,121.00 360,227.31 60,124.21 691,9658.70
115,600.00 (20,438.70) 1,055,040.00 408,954.55
34 ,869.55 20,245.60 824 737.22 105,191.17
160,650.81 77,180.658 201,239.24 109,147.26
11,394.45 26,564.04 33.556.74 259,901.98
351,427 .52 319,127.70 990,700.93 1,046,520.61
9,376.96 - 34 563.54 -
- - 63.211.10
- - 2,800.00 -
25,022.60 23,434.80 67 587 .40 65,209.00
16,202.44 161,979.14 80 542.53 408 ,533.56
12,894.50 18,967.50 48 880.50 45,270.95
17 257.00 30 507.00 -
170,087.09 965,005.54 524 526.73 1,565,338.41
531,951.15 654,709.09 1,595 853.45 1636,772.73
- 2597024 4.200.00 8,791.68
296 ,540.00 552,032.60 1,305 61912 1,530,632.25
220,862.76 257 741.71 493 ,317.30 991,946.04
11.410.06 42.532.03 15 602.08 48,482.03

13 .846,085.22

16,912,181.18

47 10035067

458,537,110.54

(12 602 £35.12)

2 244 200.13)

(16 556,075.44)

(2,369,551.79)

(45,339 209.63)

(2,244 200.13)

(47 757 074.54)

7 ,109,565.57)

2,738,057 53 4,166,299.63 2738957 53 10,955 934.72
43,773.94 5761.06 3,296 989.74 (187 354.09)
538,561.44 1,502,198.90 3791777.24 3559 025.25
(12,054 073.68) (14,755 579.54) (41 547 432.59) {44,108,049.28)

(12 064 073 68)

(14,765 579.54)

(41 547 432.59)

(44,108 049.28)

(12 054 073 68)

(14,785 579.54)

(41 547 432.59)

{44,108 049.28)

- - - (993,200,278.35)
{12 054 073.68) (14,756 579.54) (41547 432.59) | (1,057 308,327.63)
(0.003683) {0.004513) {0.012682) [0.013454)

See Accompanying Notes to Financial Statements
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
Consolidated Statements of Changes in Equity

Forthe period ending Septernber 30, 2005 and 2004

{In Philippine Pesos)

CAPITAL STOCK
Balance, beginning of period
Issuance of shares

Balance, end of period

ADDITIONAL PAID 1N CAPITAL
Balance, beginning of period
Premiurn of shares issued

Balance, end of period

RETAINED EARNINGS (DEFICIT)
Balance, beginning of period
Reduction in appraisal capital of PCIC subsidiaries
Prior period adjustments

Ag restated
et income
Cash dividends

Balance, end of period

TREASURY STOCK
Balance, beginning of period
Increase in treasury stock

Balance, end of period

TOTAL EQUITY

See Accompanying Notes to Financial Statements
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Annex -3
Audited
September September December
2005 2004 2004
3,276,045 637.00 3,276,045 637.00 3,276,045 637.00

3.276,045 637.00

3,276,045 637.00

3.276,045 637.00

24,492 501.00

24,492 501.00

24 492 501.00

24 492 501.00

24,492 501.00

24 492 501.00

(1,277,373 582.00)

(993 200 ,275.35)

2/076,388,417.00
(755 ,466.00)

{1277 373 589.00)
(1,155 490.53)

(993 200,275.35)
(44,108,049, 28)

2075 532 951.00
(81,954 ,535.00)

(1,278,529 ,179.59)

(1,037 308 327 B3)

1993 575 ,116.00

(29 ,466,533.00)

(29 ,486,533.00)

(29,456 533.00)

(29,466 633.00)

(29,466 633.00)

(29,466 633.00)

15992522 B25.41

2233743477 .37

5264729 921.00




WELLEX INDUSTRIES INCORPORATED AMD SUBSIDIARIES
Consolidated Staternents of Cash Flows

Forthe period ending Septernber 30, 2004 and 2003

{In Philippine Pesos)

CASH FLOWS FROM OPERATING ACTMTIES
Met income (loss) before tax
Adjustments for:
Depreciation
Retirernent Benefits
Miscellaneous
Pravigion for doubtful accounts
Pravision for irventory losses

Operating income (loss) before working capital changes
Decrease (increase) in receivables

2005

2004

Annex - 4

Audited
December
2004

(41 547 432.59)

39 566 341,24

(44,108 049.26)

3990842972

{61,954 35.00)

40,494 846 .00

(570,477 00) 654 ,233.00
- 350,000.00

414915 73) 9,473 869.91 -
(14,786,134.57) 3,726 366 34 1572,254.00
(17,754,118.55) 5000 536 69 (26 533 503.00)

(8,041 440 56)

(130,422 092 10

16,316 514.00

)
Decrease (increase] in inventories 25 .700,248 80 (1,532,870.59) 24 B4k 06500
Decrease (increase) in prepaid expense and other current assets (1,788 202.87) 2,432 829.81) -
Decrease (increase] in other assets 3,301 599,86 (131,293 61) (295 655.00)
Increase (decrease) in notes payable 24,794 071.74) 33,790.00
Increase (decrease] in accounts payable and others 5458 75616 9,084,308 70 -
Increase (decrease) in draft acceptances payable - (105,149 426.19) -
Increase (decrease) in other liabilities 154,180 695 07 2600,416.50 (31,485 958.00)
Income tax payable - - -
Cash generated from operations 54018 494 72 (225 284 489.10) 9212 756 00
Interest paid - - -
Income taxes paid
84,018,494 72 (228,284,489.10) 9.212,756.00

Met cash provided by (used in) operating activities

CASH FLOWS FROM INYESTING ACTIVITIES
Increase (decrease) of property and equipment
Decrease in excess of book value over cost of investment
Change in the value of investrent with an affiliate
Increase (decrease) of land held for future developrent

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Increase (decrease) in advances from affiliates
Proceeds (payment of ) from loans payable
Increase (decrease) in advances to affiliates
Advances to stockholders
Decrease in advances from stockholders

Net cash provided by (used in) financing activities

MET [DECREASE) INCREASE IN CASH

Cash, beginning

Cash, ending

b6 264 376.07

(219,263,850.41)

{19520 747.00)

(B2 490 847 57) (175,988 508 71) £,171,249.00
{4,713,940.00) 5 _

{102 307 000.00) 158 ,635,000.00

(189,511 867 97) 22 £78,091.29 £,171,249.00

23320 440 67

100,326 ,235.20

11 504 447 16

185,252 210,64

39,396,361.00

(26,224 729.00)

123 46 57567

196 556 557 60

13,173 562.00

399,163.97 280 596,68 (275 546.00)
959 456.00 1,245 304.00 1,245,304.00
1 366 621,97 1,526,202 68 950 456,00

See Accompanying Notes to Financial Statements
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS
September 30, 2004

Note 1 - Corporate Information

Wellex Industries Incorporated was originally incorporated to engage primarily in the
business of mining and oil exploration and was known as Republic Resources and Development
Corporation. It was granted permit by the Securities and Exchange Commission in October 19,
1956. From its beginnings as a mining and oil exploration company it has exhibited the ability to
adapt to the ever-changing business environment and succeed in the process.

Beset by difficulties experienced by the oil and mining industries during the 1980’s,
REDECO’s pursuit of activities to revitalize the company led to the entry of The Wellex Group, Inc.
(TWGI) in 1994. REDECO was subsequently transformed into a holding company for
manufacturing concerns. Wellex Industries, Inc., approved by SEC its application to change the
corporate name last September 18, 1997.

Both subsidiaries, Plastic City Industrial Corporation (PCIC) and Philfoods Asia, Inc.
have CEASED commercial operations and the company disposed to lease out its warehouse
facilities.

The Company’s present activity is focused on reorganizing its operations in preparation for
its new businesses. It is now looking for strategic partners to operate the PCIC plant.

The company has 8 and 21 employees as of December 31, 2004 and 2003, respectively.

The share of WIN are listed and traded on the Philippine Stock Exchange (PSE). On May
28, 2005, how,ever, PSE suspended the trading of its shares for failure to submit financial reports
for the year ended 2004. This was subsequently lited in July 2005.

The accompanying financial statements have been prepared assuming that the Company
will operate as a gong concern. The Company had been incurring losses for the past three years
and had a deficit amounting to P1,277,373,689 and P1,194,663,388 as of December 31,2004 and
2003. The intention of the Company is to continue operating as a going concermn. Meanwhile, it is
bent on focusing on activities such as “injection molding” and “vacuum forming” due to their very
encouraging prospects which have shown to have a high viability rating that will contribute highly
towards the Company’s maximum operation and financial position. It is also looking for strategic
partnership or alliances to put this vision into a reality

- 14 -



Note 2 - Basis of Consolidation and Financial Statement Presentation

The financial statements have been prepared in conformity with generally accepted
accounting principle in the Philippines applied consistently with that of the preceding years and are
based on historical cost convention, except as stated otherwise.

The consolidated financial statements include the financial statements of the Company
and those of the following subsidiaries, which were all incorporated in the Philippines.

Percentage of Ownership

Name of Subsidiary Principal Activity 2004 2003

Direct Ownership
Phil foods Asia, Inc. ( Phil foods ) Manufacturing 100 100
Plastic City Industrial Corporation ( PCIC ) Holding 100 100

Indirect Ownership ( Subsidiaries of PCIC )

Inland Container Corporation ( ICC) Manufacturing 100 100
Kennex Container Corporation ( KCC) Manufacturing 100 100
MPC Plastic Corporation ( MPC ) Manufacturing 100 100
Pacific Plastic Corporation ( PPC) Manufacturing 100 100
Rexlon Industrial Corporation ( RIC) Manufacturing 100 100
Weltex Industires Corporation ( WIC) Manufacturing 100 100

Subsidiaries are consolidated from the date when the Company obtains control and cease
to be consolidated from the date when the Company loses control.

Except as stated otherwise, consolidated financial statements are prepared using uniform
accounting policies for like transactions and other events or similar circumstances. Intercompany
balances and transactions and other events, including intercompany profits and unrealized profit
losses, are eliminated. Shares of the Company held by a subsidiary are treated in the consolidated
balance sheets as treasury shares.

Note 3- Summary of Significant Accounting Policies
The accompanying financial statements have been prepared in accordance with generally

accepted accounting principles in the Philippines and under the historical cost convention, except
as stated otherwise.

-15 -



The Accounting Standard Council has been adopting the International Accounting
Standards (IAS) issued by the International Accounting Standard Committee or IASC. The
International Accounting Standards Board or IASB has assumed from the IASC the responsibility
for setting the IAS. The standards issued by the IASB are designated as International Financial
Reporting Standards or IFRS. The IAS issued by the IASB has been adopted and have been
improved by the IASC for the full adoption of IFRS effective January 1, 2005.

The ASC has renamed the new standards “Philippine Accounting Standards” or PAS and
“Philippine Financial Reporting Standards” or PFRS to correspond with those adopted by the
|ASB.

The accounting policies adopted are consistent with those of its previous except those
effective January 01, 2004, the Company has adopted the following accounting standards.

PAS 12, “Income Taxes,” which prescribes the accounting treatment for current and
deferred income taxes requiring the use of a balance sheet liability method for deferred
income taxes and the recognition of a deferred tax liability and, subject to certain
conditions, asset for all temporary differences with certain exceptions.

It also provides for the recognition of a deferred tax asset when it is probable that taxable
income will be available against which the deferred tax asset can be used, and the
recognition of a deferred tax liability with respect to asset revaluation. The Company
believes that the adoption of PAS 12 has no material effect on its financial statements.

PAS 17, “Leases,” which prescribes the accounting policies and disclosure to be applied
to finance and operating leases. Finance leases are those that transfer substantially all
risk and rewards of ownership to the lessor. The standard provides the certain guidelines
on assessing whether leases on similar agreements would qualify as finance lease.

The Accounting Standards Council (ASC) has approved the following accounting standards, which
will be effective subsequently to 2004:

PAS 40, “Investment Property,” which prescribes the measurement in a lessee’s financial
statements of investment property held under a finance lease and with the measurement
in a lessor’s financial statements of investment property leased out under an operating
lease.

PFRS 3, “Business Combination,” which will result in the cessation of amortization of
goodwill and a requirement for an annual test for goodwill impairment. Any resulting
negative goodwill after performing reassessment will be credited to income. Moreover,
pooling of interests in accounting for business combination will no longer be permitted.
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The following principal accounting policies have been applied:

Revenue Recognition

Sales are recognized when the significant risks and rewards of ownership of the goods have
passed to the buyer and the amount of revenue can be reliably measured.

Rental Income is recognized on accrual basis in accordance with the terms of the operating lease
contract.

Cash and Cash Equivalents
Cash and cash equivalents are cash balances and other cash items with original maturity of three
months or less from the date of acquisition.

Receivables
Receivables are stated at nominal value , as reduced by appropriate allowance for doubtful
accounts.

Bad debts are written off during the year, if any.

Allowance for Doubtful Accounts

The company provides allowance for doubtful accounts equal to the estimated collection losses
based on past collection experience and management reviews of the current status of long-
outstanding receivables.

Inventories
Inventories are stated at the lower of cost and net realizable value. Cost is determined as follows:

Raw Materials - cost of purchase on first-in, first-out basis
Work in Process and Finished Goods - cost of the materials and labor together with attributable
overheads

Net realizable value is based on estimated selling price less further cost for completion and
disposal.

INVESTMENT

The Company’s investments in its associates are accounted for under the equity method. These
associates are entities in which the Parent Company has significant influence mainly through
presentation in the associate’s board of directors and participation in policy-making processes and
which are neither subsidiaries nor joint ventures. Under the equity method, the Parent Company
recognizes in its statements of operations its share in the earnings or losses of the investees. The
cost of investments in increased or decreased by the Parent Company’s equity in net earnings or
losses of the investees since the date of the acquisition adjusted for the amortization of the excess
of the underlying equity in the net assets of the investees. Dividends received from the investee
are considered a return of capital and are credited to the investment account.

-17 -



Other investments in shares of stock (other than non-current marketable equity and securities);
which do not qualify for the use of equity method are carried at cost. When there is a significant
and apparently decline in value of the individual investment, the carrying amount of the individual
investment is written down to its net realizable value.

Land Held for Future Development

Acquisition costs of raw land intended for future development, including other costs and expenses
incurred to effect the transfer of title to the property, are charged to the Land Held for Future
Development account.

Property, Plant and Equipment

Property, plant and equipment are carried at cost, except for the property, plant and equipment of
PCIC subsidiaries, which are carried at appraised value, less accumulated depreciation and any
impairment in value.

An independent firm of appraisers determined the appraisal increase in August 10, 1997.
Subsequently additions are carried at cost. The proportion of property stated at cost to the
aggregate carrying amount of property, plant and equipment at December 31,2004 and 2003 is
30% in both years.

The initial cost of property, plant and equipment comprises its purchase price plus any cost directly
attributable to bringing the assets to its working condition and location for its intended use.
Expenditures incurred after the assets have been put into operation, such as repair and
maintenance and overhaul costs are charged to income in the period the cost are incurred.
However, expenditures that result in an increase in the future economic benefits in excess of the
originally assessed standard of performance of the existing asset are capitalized as an additional
cost of property, plant and equipment. When assets are sold or retired, its cost, accumulated
depreciation and amortization and accumulated impairment losses are eliminated from the
accounts and any resulting gain or loss is included in the statement of operations of such period.

Depreciation and amortization is calculated on a straight-line basis over the following useful lives
of the assets:

Building - 50 years
Leasehold Improvement - 5t0 10 years
Machinery and Equipment - 10 to 26 years
Delivery Trucks - 10 years
Moulds and Dies - 10 years
Tools and Equipment - 510 10 years
Transportation and Equipment - 5to 10 years
Furniture and Fixture - 510 10 years
Office Equipment - 3to 10 years
Laboratory Equipment - Syears
Computer Software - 4 years
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Impairment of Assets

Property, plant and equipment, investments, goodwill and other long-lived assets are reviewed for
impairment whenever events or circumstances indicate that the carrying amount of an asset
exceeds its recoverable amount. The excess shall be recognized as impairment loss on the
statements of operations, or a revaluation decrease in case of revalued assets. The recoverable
amount is the higher of an asset’s net selling price and value in use. The net selling price is the
amount obtainable from the sale of an asset in an arm’s length transaction while value in use is the
present value of estimated cash flows expected to arise from the continuing use of an asset and
from its disposal at the end of its useful life. Recoverable amounts are estimated for individual
assets or, if it is not possible, for the cash-generating unit to which the asset belongs. Impairment
losses recognized in prior years are reversed when there is an indication that the impairment
losses recognized for the asset no longer exist or have decreased. The reversal is recorded as
income, except for revalued assets, which is credited to revaluation surplus in the stockholders’
equity section of the balance sheets, to extent previously recognized as expense in the statements
of operations.

Provisions
A provision is recognized when the company has a present obligation (legal or constructive) as a
result of past event and it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation.

Retirement Benefits

In 2003, the Company adopted Republic Act No. 7641 as its arrangement to provide retirement
benefits to all regular employees. In case of retirement, employees shall be entitled to receive such
retirement benefits as may have been earned under the existing laws

The cost providing retirement benefits is determined using the Projected Unit Credit Method.
Under this method, each year of service is deemed to give rise to an additional unit of pension
entitlement and each unit is valued separately to build up a total retirement benefit obligation.

Earning (Loss) Per Share
Earnings (loss) per share (EPS) are determined by dividing net income (loss) for the year by the
weighted average number of shares outstanding during the year.

Segment Reporting

Segment accounts include operating assets used by a segment and consist principally of
operating cash, receivables, inventories and property, plant and equipment, net of allowances and
provision. Segment liabilities it has incurred, any income from the sale or use of its share of the
output of the joint venture and any expenses with respect to the joint venture. These are presented
according to the nature of the items recognized and not as a separate investment account.

Income Taxes
Deferred tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financial reporting bases of assets and liabilities and their related tax
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bases and the carry forward benefit of the minimum corporate income tax (MCIT) and the tax
effect of the net operating loss carry over (NOLCO). Deferred tax asset and liabilities are
measured using the tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled and NOLCO and MCIT are
expected to be applied.

A valuation allowance is provided for the portion of deferred tax assets, which is not expected to
be realized in the future. Any change in the valuation allowance on deferred tax assets is included
in the computation of the provision for the deferred income tax.

Note 4 — Receivables — net

This account consist of the following:

September 2005 September 2004

Trade
Joint Venture

Others

Less: Allowance for doubtful accounts

3,249,425.49
42,471,884.90
197.471.625.19
243,192,935.58
35.321.398.27

207,871,537.31

35,504,713.36
174,763,504.77
24.,883,276.89
235,151,495.02
35,736.314.00

199.,415,181.02

In 2003, ICC, together with IRC and KCC, recognized a receivable amounting to P113,131,418
from Kenstar Industrial Corporation (Kenstar), a related party, due to the foreclosure of land owned
by them and other affiliated companies in settlement of Kenstar’s loan payable to Union Bank of
the Philippines. ICC, RIC and KCC and three other related parties executed the Third Party Real
Estate Mortgage on December 12, 1994.

In 2004, certain trade accounts are written off from the books of several PCIC subsidiaries
amounting to P414,319. In 2003, additional allowance for doubtful accounts amounting to
P9,473,870 was provided.
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Note 5 - Inventories - net

The balances of these accounts as of September 30, 2004 and 2003 consist of the following:

September 2005 September 2004
Finished Goods 49,990,143.22 67,040,313.77
Raw Materials 43,373,976.31 54,623,717.55
Supplies 8,081,973.28 5,482.310.39
101,446,092.81 127,146,341.71
Less: Allowance for decline in selling price 89.,335.657.62 104,123.792.19
12,110.435.19 23,022,549.52

Certain PCIC subsidiaries estimated that there would be a decline in selling price and incurrence
of additional costs to dispose goods.

Note 6 — Investment in Shares of Stock

2004 2003

At Cost :
Philippine Polystyrene Recycling Corp. 375,000.00 375,000.00

Note 7 - Land Held for the Future Development

This account includes various parcels of land received by the Company in 1996 in exchange for its
shares of stocks in accordance with stock-for-assets swap agreements entered into with various
affiliates. The total appraised value of the properties received, as determined by an independent
firm of appraisers, is P699,540,000. In1997, the Company issued the equivalent number of shares
of stock at par value based on the appraised values of the properties received.
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On September 7, 1999, the Board of Directors approved the execution of a third-party real estate
mortgage on the Company’s properties located in Quezon City consisting of an actual area of
6,678 square meters to secure the loan of Waterfront Philippines, Incorporated, an affiliate, with
the Social Security System (SSS) amounting to P375 million. In 2003, SSS foreclosed the asset
mortgaged in the amount of P198,638,000. All the other properties are not subject to any liens or

encumbrances.

Note 8 - Property, Plant and Equipment - net

Land
Land improvement
Leasehold improvements

Buidlings

Allowance for impairment
loss

Machinery and equipment

Moulds and dies

Transportation and
equipment

Office furniture, fixtures and

equipments

Tools and other equipments
Total
Acumulated depreciation

Net

PCIC WIN PHILFOODS TOTAL
1,539,179,882.70 - - 1,539,179,882.70
- 2303,742.21 944,295.14 3,248,037.35
504,239.17 - - 504,239.17
375,054,200.00 - - 375,054,200.00
(46,950,978.35) - - (46,950,978.35)
708,901,710.12 - 4764295712 756,544,667.24
3,215,066.80 - - 3,215,066.80
2,361,546.27 - 1,970,359.24 4,331,905.51
6,761,843.85  2,348,788.75 768,652.39 9,879,284.99
6,629,612.04 - 289,881.83 6,919,493.87
2,595,657,122.60  4,652,530.96  51,616,145.72  2,651,925,799.28
396,264,22439  4,651,492.93  35797,371.86  436,713,089.18
2.199,392.898.21 1.038.03  15.818.773.86 2.215.212.710.10




In 2004, certain lots included in the joint venture arrangement of KCC, ICC, RIC and another
related party was sold, decreasing the land cost by P6,171,249 and appraisal capital by
P16,764,493.

Depreciation on appraisal amounted to P20,644,169 and P20,564,759 in 2004 and 2003,
respectively. Recovery on impairment loss amounting to P5,425,745 and P9,164,459 was
recognized by PCIC in 2004 and 2003, respectively; an over-reversal of impairment loss
amounting to P4,179,223 recorded in 2003 was adjusted by PCIC in 2004. Phil foods recognized
an impairment loss amounting to P13,907,709 in 2003.

In 2003, the Union Bank of the Philippines foreclosed the certain properties owned by KCC, RIC
and ICC and three other related parties, in settlement of a loan amounting to P175,366,210 owed
to the bank by Kenstar Industrial Corporation, another related company. The property consisting of
several parcel of lands located in Valenzuela City as described in the Repurchase Agreement
dated September 9,1999 among the parties totaling 94,079 square meters had a carrying amount
of P125,016,000. Property conveyed to the bank consists of parcels of land located in Valenzuela
Citywith an original cost of P5,865,000 and a revalued amount of P125,016,000. The Companies
(ICC, KCC,RIC) recognized a total gain of P107,266,418 and booked a reversal of appraisal
capital totaling to P119,151,000. The Companies also recognized a receivable from Kenstar in the
amount of P113,131,418. Further certain lots included in the joint venture arrangement with ICC,
RIC and another related party were sold in 2003, decreasing land cost by P6,366,384 and
appraisal capital by P21,794,847.

In view of the cessation of the operations, PCIC and its subsidiaries reviewed company assets in
2004 and 2003 to determine their recoverability. Management did not recognize impairment loss,

On the plant, machinery and equipment for 2004 because their net selling price was higher than
their net carrying amount on an arm’s length transaction basis. In 2004 there were certain changes
in the estimates used by management in measuring the recoverable amount of the building, which
resulted to a reversal of impairment loss amounting to P5,425,745 and an adjustment of over-
reversal recognized in 2003 amounting to P4,179,223. This was treated as an appraisal increase.

Certain real estate properties owned by RIC,ICC,KCC,MPC and another related party with a total

carrying amount of P514,533,952, stated at appraised value, are mortgaged with Equitable PCI
Bank to secure the loans of ICC amounting to P94,794,072, and of another related party.
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Note 9 - Related Party Transactions

Related party transactions consist of advances to and from affiliated companies and stockholders

to meet the operational needs of the Company.

September 2005

The Wellex Group Inc.

Genwire Manufacturing Corp.
Plastic City Corporation

Wellex Petroleum, Inc.
Continental Wire & Cable Corporation
Waterfront Philippines, Inc.
Fort Ilocandia Resort Hotel
Insular Century Hotel Davao
Air Philippines International
Asian Pacific Corporation
Forum Exploration, Inc.

Express Savings Bank, Inc.
Philippine International Airways

Recruitment & Staffing Specialist, Inc.

Allowance for Doubtful Accounts

112,286,771.15
48,400,021.65
20,378,302.68
2,106,652.20
1,448,792.41
1,349,442.05
368,464.00
303,456.57
141,418.99
33,923.18
7,228.70
4,793.05
4,148.72
630.91

186,834,046.26
(25,554,233.00)
161,279,813.26

September 2004

11,589,275.16
48,400,021.65
20,378,302.68
1,367,181.84
1,443,792.41
2,078,711.49
365,464.00
303,456.57
141,418.99
33,923.18
7,228.70
4,793.05
4,148.72
630.91

86,118,349.35
(24,200,011.00)
61.918,338.35

In 2003, provision for doubtful accounts amounting to P1,354,222 was set up.

The PCIC subsidiaries agreed to sell their products to PCIC and vice versa, at a discount. As a
general practice, PCIC and its subsidiaries gives 20% reduction from its selling price to come up

with the inter-company sales price factor.

Note 10 — Notes Payable
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Note 11 — Acounts Payable

Accounts Payable is broken down into:

September 2005

Trade 40,689,992.80
Affiliates 18.566.455.52
59.256.448.32

Note 12 - Capital Stock and Other Transaction

The details of the capital stock account are as follows:

2005
Common Stock - P1 par value
Authorized - 3.5 Billion Shares
Issued - 3,276,045,637 3.276,045.637.00

Note 13 - Loss per Share

September 2004

37,118,783.57
16,677.908.59

53.796.692.16

2004

3,276.,045.637.00

The following table presents information necessary to calculate loss per share:

September 2005  September 2004 December 2004

Net loss (41,547,432.59) (44,108,049.28) (81,954,835.00)
Weighted average number of shares

outstanding during the year 3,276,045,637 3,276,045,637 3,276,045,637
Loss per Share (0.012682) (0.013464) (0.025016)
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Note 14 - Management Fees

In 2001, the company received P18,000,000 as management fees from Genwire Manufacturing
Corporation. The company did not recognize any management fee in 2002 as the management
contract between its subsidiaries expired and was not renewed.

Note 15 - Joint Venture Transactions

PCIC’s subsidiaries namely KCC, ICC and RIC are parties to a joint venture agreement for the
development of a certain real estate property into an industrial estate by a related party. The joint
ventures assets include real estate property with a carrying amount of P481,891,348 and
P118,326,505 and receivable amounting to P42,471,885 and 35,504,713 as of December 31,2004
and 2003.

KCC, ICC and RIC, together with other four related parties, sold certain lots in 2004, which
resulted to a net gain of P974,598 and reduced the appraisal capital by P16,764,493.

Revenues and expenses recognized during the year amounted to P1,227,619 and P431,697
respectively.

Note 16— Commitments and Contingencies

Commitments, guarantees and contingent liabilities that arise in the normal course of operations of
the Company and subsidiaries are not reflected in the accompanying financial statements. The

Company and the subsidiaries’ management are of the opinion that losses, if any, from these
commitments and contingencies will not have a material effect on the financial statements.
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WELLEX INDUSTRIES INCORPORATED AND SUBSIDIARIES
Aging of Accounts Receivable - September 30, 2005

Kenwood Corp.
Catfish Enterprises
Joint Venture
Wellex Group

L R S S

Kenstar Industrial Corp.

Over 180 Days

2,663.90
6,352.50
15,281,714.90
31,510,663.35
12,307,122.92

Total Inland Container Corp.

6 AQUA 2000 Bottling

7 Champion Marketing

8 Clarmil Manufacturing Ing.

9 DEECO

10 F.F. Cruz & Co. Inc.

11 Gaisano Metro

12 Hanson Hardware

13 Hayakawa Component Tech.Inc.
14 Homeworks - Commonwealth
15 Jesus for Life

16 KCC Warehouse Plaza

17 Kimball Plaza

18 Kim Kio Tae

19 LYS Marketing

20 Mara Foods Franchises

21 Price Warehouse Club

22 Regors General Mdse

23 RHTV & Radio Ads

24 Sugni Super Stores - Kidapawan
25 Uniwide Sales Group of Companies
26 WIN Action Center

27 Concept Moulding Corporation
28 Dee Hua T. Gatchalian

29 Felino Canio

30 Flexiway Trucking

31 Genwire Mfg. Corporation

32 International Polymer Corp.

33 Manuel Nicolas

34 Philippine Estate Corporation
35 Polygem Enterprises

36 Reynaldo Caranto

110,000.00
42,462.72
2,643.64
32,631.96
3,546.60
45,288.00
7,364.14
3,475.00
8,203.20
35,948.50
15,421.82
17,127.36
57,603.43
7,069.82
48,200.00
231,002.52
51,238.63
30,835.00
42,156.00
3,984.00
684,521.38
3,868,184.30
100.00
100.00
6,563.73
3,623,100.00
7,870,575.01
100.00
42,864.00
10,968,286.75
100.00
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37 Wellex Group
38 Phil-Air
39 Philfoods
40 Wellex Petroleum
41 Plastic City Corp.
Total Plastic City Ind'l Corporation

42 Homeworld - Ortigas
43 LI FU Marketing Corp.
44 Philacor
45 SM Ace Hardware, Inc.
46 Unno Marketing (Factory Depot)
47 SAFI - Bldg 22
48 Orion Rubber - Bldg 19
Total Pacific Plastic Corporation

49 Frosty Foods, Inc.

50 Gatchalian, Sherwin

51 Uncle JR

52 WIN Action Center

53 Plastic City Corp

54 Kenstar Industrial Corp.

Total Rexlon Industrial Corporation

55 LI FU Marketing Corp.
56 Joint Venture

Total Kennex Container Corp.

57 Phil. Cable Network
58 Pipe Master (Cebu) Corporation
59 A.A. Salazar Construction
Total Weltex Industries Corporation

60 International Polymer Corp.
Total MPC Plastic Corporation

1 Catfish Enterprises
2 Joint Venture

Total Inland Container Corp.

3 Concept Moulding Corporation
4 Genwire Mfg. Corporation

12,014,546.09
22,968.32
12,395.87
13,333.22
31,189.08

24,178.04
3,480.00
713,932.80
17,280.00
13,320.60
10,825.73
263.00

38,650.00
615.00
71,000.00
660.00
7,903,296.03
99,376,397.86

1,680.00
23,703,609.36

109,180.00
21,588.00
90,362.34

274,763.45

121 - 180 Days

6,352.50
3,486,560.64

535,500.00
157,000.00

-28 -

39,955,130.09

783,280.17

107,390,618.89

23,705,289.36

221,130.34

274,763.45

3,492,913.14



5 International Polymer Corp.
6 Plastic City Corp.
7 Golden Rich Warehouse 32
Total Plastic City Ind'l Corporation

8 SAFI - Bldg 22
9 Orion Rubber - Bldg 19
Total Pacific Plastic Corporation

1 Catfish Enterprises
Total Inland Container Corp.

Concept Moulding Corporation
Genwire Mfg. Corporation
Golden Rich Warehouse 32
Salem Bed

[0, I VS I S

Total Plastic City Ind'l Corporation

6 SAFI - Bldg 22
7 Orion Rubber - Bldg 19
8 CFS Waste Management - Bldg 18
9 Far East Fuel - Open Space
Total Pacific Plastic Corporation

1 Catfish Enterprises
Total Inland Container Corp.

Concept Moulding Corporation
Genwire Mfg. Corporation

CFS Waste Management Corporation
Golden Rich Warehouse 32

Salem Bed

A N kAW

Total Plastic City Ind'l Corporation

7 San Miguel Bldg 23
8 SAFI - Bldg 22
9 Orion Rubber - Bldg 19
10 Far East Fuel - Open Space
Total Pacific Plastic Corporation

69,341.75
55,000.00
200.00

5,412.27
263.00

91 - 120 Days

3,493.88

332,200.00
20,000.00
180.00
479.78

5,412.27
263.00
36,618.75
2,625.00

61 - 90 Days

3,493.88

164,000.00
4,000.00
140.00
140.00
440.00

16,301.25
5,412.27
55,230.00
2,625.00
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5,675.27

3,493.88

352,859.78

44,919.02

3,493.88

168,720.00

79,568.52
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Catfish Enterprises
Total Inland Container Corp.

Concept Moulding Corporation
Genwire Mfg. Corporation
Plastic City Corp.
CFS Waste Management Corporation
EXCEL Chemical Tech.Inc.
New Pro Industrial Mfg Corp.
Salem Bed
South East Asia Food Inc
Total Plastic City Ind' 1 Corporatio

SAFI - Bldg 22
Far East Fuel - Open Space
Total Pacific Plastic Corporation

Salem Oceanic
Catfish Enterprises
Total Inland Container Corp.

Concept Moulding Corporation
Genwire Mfg. Corporation
International Polymer Corp.

AEM Enterprises

Catfish Enterprises

CFS Waste Management Corporation
EXCEL Chemical Tech.Inc.

10 Far East Fuel Corporation

11 Krisca Flex

12 New Pro Industrial Mfg Corp.
13 Pandayan Bookstore

14 Salem Bed

15 South East Asia Food Inc

Total Plastic City Ind' 1 Corporatio

16 SAFI - Bldg 22

31 - 60 Days

3,493.88

317,500.00
74,500.00
5,000.00
720.00
1,760.00
2,160.00
320.00
20.00

5,412.27
2,625.00

1 - 30 Days

90,720.00
3,493.88

849,500.00
1,308,079.90
2,400,000.00

200.00
6,060.00
680.00
3,020.00
160.00
140.00
1,940.00
940.00
360.00
40.00

5,412.27
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401,980.00

8,037.27

94,213.88

4,571,119.90



17 Far East Fuel - Open Space 2,625.00
18 Far East Fuel - Bldg 26 32,238.94
Total Pacific Plastic Corporation

Current
1 Salem Oceanic 90,720.00
2 Catfish Enterprises 3,493.88
3 Orion Rubber 19,845.00
Total Inland Container Corp.
4 WaterFront Hotel - Davo 385,347.64
5 Concept Moulding Corporation 679,000.00
6 Genwire Mfg. Corporation 39,337.94
7 AEM Enterprises 100.00
8 CFS Waste Management Corporation 280.00
9 EXCEL Chemical Tech.Inc. 1,200.00
10 Krisca Flex 440.00
11 New Pro Industrial Mfg Corp. 1,560.00
12 Pandayan Bookstore 860.00
13 Salem Bed 300.00
14 San Miguel - Bldg 23 6,040.00
15 South East Asia Food Inc 80.00
16 State Quality Enterprises 320.00
Total Plastic City Ind' 1 Corporatio
17 San Miguel Bldg 23 179,313.75
18 San Miguel Shipping Yard 41,291.25
19 SAFI - Bldg 22 119,070.00
20 EXCEL Chemical Vacant Lot 7,584.78
21 Orion Rubber - Bldg 35 32,764.73
22 Far East Fuel - Open Space 2,625.00
23 Far East Fuel - Bldg 26 32,238.94

Total Pacific Plastic Corporation

Total
Less: Alloance for Doubtful Accounts
Sub - Toal
Add : Others
Accounts Receivable as of September 30, 2005

231 -

40,276.21

114,058.88

1,114,865.58

414,888.45

243,170,349.16
(35,321,398.27)
207,848,950.89

22,586.42

207,871,537.31



