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	Item 1. Business 
	Corporate Background  
	South Harbor 
	Inland Clearance Depot 
	Port of Batangas  
	The Company’s net income for the year ended December 31, 2012 went up by 10.4% to P1,678.3 million from P1,520.5 million last year.  Earnings per share was up to P0.84 in 2012 from P0.76 in 2011.  
	Revenues for the year ended December 31, 2012 of P4,858.7 million grew by 10.7% from P4,390.6 million last year.  Revenues from South Harbor international containerized cargo increased by P490.8 million or 14.0% on account of higher volume and tariff increase on vessel-related charges and cargo-related charges. Pursuant to PPA Memorandum Circular No. 13-2011, tariffs on vessel-related services for foreign containerized cargoes at South Harbor were increased by 17.0%, 6.0% effective on November 18, 2011 and 11.0% effective on May 18, 2012.  Further, pursuant to PPA Memorandum Circular No. 7-2012, cargo-related tariff for foreign containerized and non-containerized cargoes at South Harbor were increased by 15%, 8% effective on July 15, 2012 and 7% on January 15, 2013.  Revenues from South Harbor international non-containerized cargo and the Port of Batangas were higher by P20.8 million or 11.5% and P102.6 million or 32.4%, respectively, due to higher volumes.  On the other hand, revenues from South Harbor domestic terminal operations dropped by P57.0 million or 15.6% due to lower volumes.  
	Cost and expenses in 2012 amounted to P2,613.6 million, 10.8% higher than P2,359.9 million last year.  Labor costs in 2012 of P856.1 million were higher by 7.2% compared to P798.2 million in 2011 due to higher volumes handled.  Equipment running costs increased by 19.2% to P560.5 million in 2012 from P470.3 million in 2011 brought about by higher electricity, higher cost of replacement parts of equipment and higher fuel price and consumption.  Depreciation and amortization in 2012 went up by 9.7% to P460.8 million from P420.0 million in 2011 due to additions to intangible assets.  Taxes and licenses of P144.3 million in 2012 were higher by 6.8% from P135.1 million in 2011 due to increase in realty tax rate from 2% to 3% for certain real properties.  Management fees grew by 9.2% to P102.4 million in 2012 from P93.8 million in 2011, on account of higher net income.  Insurance in 2012 of P83.6 million increased by 15.3% from P72.5 million in 2011 due to higher insurance premiums and additional insurance coverage.  Security, health, environment and safety costs in 2012 were up by 8.6% to P79.4 million from P73.1 million in 2011 due to higher waste water treatment costs and security costs.  Facilities-related expenses of P70.1 million this year increased by 39.4% from P50.3 million last year due to higher maintenance costs for pavements and lightings.  Rentals of P62.6 million in 2012 rose by 18.6% from P52.8 million in 2011 on account of higher rentals for equipment, forklifts, and tugboats.  Professional fees in 2012 went up by 28.2% to P23.7 million from P18.5 million in 2011 on account of consultancy, survey and legal fees.  Other expenses this year totaled P114.6 million, 1.3% higher compared to P113.2 million last year, due to higher travel costs, processing-related expenses (brokerage, wharfage, etc.), and office expenses, among others.  On the other hand, General transport costs decreased by 11.6% to P51.0 million in 2012 from P57.6 million in 2011 on account of lower trucking costs.  
	Finance costs in 2012 of P2.0 million were significantly lower by 96.8% compared to P61.7 million in 2011 as last year included interest costs from loans of P300 million.  Finance income decreased by 11.2% to P73.8 million in 2012 from P83.2 million in 2011 due to lower interest income rate.  Others-net declined to P33.8 million in 2012 from P85.5 million in 2011 brought about by lower income from insurance claims and lower foreign exchange rate. 
	Income before income tax in 2012 increased by 10.0% to P2,350.6 million from P2,137.7 million for 2011.  Provision for income tax of P672.3 million in 2012 was 8.9% higher than P617.2 million in 2011.     
	*Note: Income before other income and expense is defined as income before net financing costs, net gains on derivative instruments and others. 
	Summary of Selected Financial Data (in millions)
	Description
	Year ended December 31, 2012
	Year ended December 31, 2011
	Revenues
	P  4,858.7
	P  4,390.6
	Net income 
	1,678.3
	1,520.5
	Total assets
	9,962.2
	9,252.5
	Total liabilities
	1,464.4
	1,773.9
	Years ended December 31, 2011 and 2010 
	Consolidated Results of Operations 
	The Company’s net income of P1,520.5 million for the year ended December 31, 2011 was lower by 29.1% than P2,145.2 million last year.  Earnings per share was down to P0.76 in 2011 from P1.07 in 2010.  
	A. Continuing Operations 
	Revenues for the year ended December 31, 2011 of P4,390.6 million dropped by 3.0% from P4,526.3 million last year.    Revenues from South Harbor international non-containerized cargo and the Port of Batangas went down by P123.2 million or 40.6% and P50.4 million or 13.7%, respectively, due to lower volumes.   On the other hand, revenues from South Harbor international containerized cargo went up by P51.7 million or 1.5%.  Pursuant to PPA Memorandum Circular No. 13-2011, tariffs on vessel-related services for foreign containerized cargoes at South Harbor were increased by 17.0%, 6.0% effective on November 18, 2011 and 11.0% effective on May 18, 2012.  Revenues from South Harbor domestic terminal operations also increased by P22.2 million or 6.5% due to higher container volume.  
	Cost and expenses in 2011 amounted to P2,359.9 million, slightly lower than P2,377.4 million last year.  Labor costs in 2011 of P798.2 million were lower by 3.2% than P825.0 million in 2010 due to lower volumes.  Management fees declined by 24.6% to P93.8 million in 2011 from P124.4 million in 2010, on account of lower net income.  Rentals of P52.8 million in 2011 decreased by 3.7% from P54.8 million in 2010.  Professional fees in 2011 were down by 46.4% to P18.5 million from P34.5 million in 2010 as last year included engagements of surveyors in relation to insurance claims.  Other expenses this year totaled P113.2 million, 39.3% lower compared to P186.5 million last year, due to lower processing-related expenses (brokerage, wharfage, etc.), and office expenses, among others.     
	Equipment running costs increased by 5.6% to P470.3 million in 2011 from P445.1 million in 2010 brought about by higher fuel price and consumption.  Depreciation and amortization in 2011 increased by 7.2% to P420.0 million from P391.9 million in 2010 due to property and equipment acquisitions.  Taxes and licenses of P135.1 million in 2011 went up by 49.6% from P90.3 million in 2010 due to higher real property and business taxes.  Security, health, environment and safety costs in 2011 were up by 1.8% to P73.1 million from P71.8 million in 2010 due to higher security costs.  Insurance in 2011 of P72.5 million rose by 29.6% from P55.9 million in 2010 due to higher insurance premiums and additional insurance coverage.  General transport costs increased by 23.3% to P57.6 million in 2011 from P46.7 million in 2010 on account of higher trucking costs.  Facilities-related expenses of P50.3 million this year was 8.4% higher than P46.4 million last year due to higher maintenance costs for pier, radio equipment, and lightings.   
	Finance costs in 2011 amounted to P61.7 million, lower by 46.9% than P116.3 million in 2010 due to pre-payment of interest-bearing loans during the year.  Finance income went up by 90.0% to P83.2 million in 2011 from P43.8 million in 2010 on account of higher balance of cash and cash equivalents.  Others-net decreased to P85.5 million in 2011 from P125.4 million in 2010 mainly due to lower income from insurance claims. 
	Income before income tax in 2011 were down by 2.9% to P2,137.7 million from P2,201.7 million for 2010.  Provision for income tax of P617.2 million in 2011 was 1.3% higher than P609.3 million in 2010.     
	Income from continuing operations in 2011 of P1,520.5 million were lower by 4.5% than P1,592.4 million in 2010.   
	 B.  Discontinued Operations 
	On August 9, 2010, the Company sold all its shares in Mariveles Grain Corporation (MGC), owner of the Mariveles Grains Terminal (MGT). The Company transferred control of MGT and received the proceeds from the transaction (net of the amount in escrow) on the same day.  
	*Note: Income before other income and expense is defined as income before net financing costs, net gains on derivative instruments and others. 
	Summary of Selected Financial Data (in millions) 
	 
	Description
	Year ended December 31, 2011
	Year ended December 31, 2010
	Revenues (continuing operations)
	P  4,390.6
	P  4,526.3
	Net income 
	1,520.5
	2,145.2
	Total assets
	9,252.5
	9,198.9
	Total liabilities
	1,773.9
	2,129.6
	Information on Independent Accountant and External Audit Fees 
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