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ASIAN TTRMINAIS,INC.
Securiti€s and Exchange Commission Form l7-Q

PART I - FINANCIAL INFORMATION

Item 1. Financial Ststements

With reference to the attached interim financial statements:
. There were no common stock equivalents during the period. As such, basic ard diluied

eandngs per share were the same. Eamings per share for the period is sho\rr in the
accompa[ying Consolidated Statements of Income.

. The Company applied Philippine Finarcial Reponing Standards (PFRS) in preparing the
consolidated fi nancial statements.

. The same accomting policies and methods of computations were followed in the interim
flnancial statements as compared with the most recent annual financial statements.

. Segment revenue and segment rcsult for business segments are reported under item I of
the attached Selected Explanatory Notes.

. There was no material event subsequent to the end ofthis interim that had not been
reflected in the financial statements ofthis interim period,

.. There had been no uncertainties known to management that would cause the financial
information not to be indicative of future operating results and financial condition.

New Standards. Amendments to Standards and Interor€tatlons Ellective 2010

. Revised PFRS 3,,B,rji,rcss Conbi,ntions (2008), incorporates the following changes that
are likely to be relevant to the Company's operatioDs:

- The definition ofa business has been broadened, which is likely to result in more
acquisitions being treated as business combinations.

- Contingent considemtion will be measured at fair value, with subsequent changes
thereln recognised in prollt or loss.

- Transaction costs, other than share ard debt issue costs, will be expensed as incurred,
- Any pre-existing interest in the acquiree will be measured at fair value with the gain

or loss recognized ln profit or loss.
- Any non-controlling (minodty) interest will be measured at either fair value, or at its

proportionate interest ill the identifiable assets ard liabilities olthe acquiree, on a
transaction-by-transaction basis.

r Revised PAS 27, Co solidated and Separate Fi a cial Stateme ts (2008), requires
accounting for changes in o*nership interests by the Compary in a subsidiary, while
maintaining control, to be recognised as an equity transaction. When the Company loses
control of a subsidiary, any interest retained in the former subsidiary will be measured at
fair value with the gain or loss recognised in profit or loss.

. Improveme ts lo PFRSI 2009, include 15 amendments to 12 standards. Some of these
amendments may have significant implications for curent practice. In particular, the
amendments to PAS 17 ,sares rnay affect the classification of leases of land and
buildings, particularly in jurisdictions in which such leases often are for a long period of
time.
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The adoptiotr of th€ above new or r€vised staflalarals ard amendments to standarals did Dot have a
material effect on the CoDpany's conBolidated fiancial statemeDts.

Other lnfomatiop

The ConpaDy has a Board of Investrnents (BOD r€gishation under the Ormibus Investrnents
Code of 1987 (Executive OrderNo.226) as a l1ew operator ofa domestic passeng€r t€rminal alld
containsr yard iD South Harbor, Manila. The Income Tax Holialay incentive 0TH) rmder this
rcgisfation was until August 2009.



Item 2. Manrgement's Discussion and Atralysis ofFinancial Condition and Results of
Operations

Consolidated Results of Operations for the six months ended June 30,2010

For the six months ended June 10, 2010, Net income amoDnted to P912.1 million, ?5.4% higher
than P5 I 9.9 million for the same p€iod last year. Eamings per sharc increased to P0.46 this year
ftom P0.26last year.

Revenues ofP2,507.3 million in the six months of20l0 increased by 23.1% from P2,036.7
million in the same period last year- Revenues from porls operations grew by 30.1yo to P2,28'7 .6
million this year from P1,758.3 million last year while revenues front non-ports operations
declinedby 2l.l% to P219.7 million this year ftomP278.4 million last yeEr. In non-ports
operations! reveNes declined due to lower volumes and unfavorable foreign exchange mtes

ln ports operations, revenues from South Harbor intemational container were up by 29.8% and
intemational non-conlainer were up by 105.8% rnainly on account ofthe improvenent in
intemational trade at the Port ofManila, Moreover. rursuant to PPA Memorandum CircularNo.
05-2009, tariff on cargo-related services for foreign containerized and non-containerized at South
Harbor was increased by 15%, 8% effective on May 8, 2009 and 7% effective January 1, 2010.
Revenues ftom Poft ofBatangas Phase 1 operations increased by 8.0% and revenues fron South
Harbor domestic terminal operations were higher by 9,4%.

Cost and expenses in the six months of20l0 totaled P1,423.0 million, 17.5% higher than Pl,2l1.3
million iD the same period lasl year, Labor costs rose by 14.6% to P458.2 million this year from
P400.0 million last year mainly due to volume factor. Depreciation and aDmrtization increased by
11.20lo to P273.0 millioi in 2010 from P245.4 million last year due to higher component
deprecialion. Certain property and equipmenl in the graiD temrinal thal were darnaged as a result
ofan incident were derecognized. Equipnrent running costs ofP215.7 million rr the first halfof
2010 were higher by 16.8% compared to P184.7 million in lhe same period in 2009 due to
increases in electricity and fuel and lubricants, caused by volume and price/rate factors. AIso,
equipment repairs and mainlenance ircreased this year in support ofjncreased operational
requirements. Taxes and licenses ofP87.2 nillion this year were higher by 7.2% compared to
P8L4 million last year mainly due to higher real property tax. Other expenses anDunted 10
P300.1 million in 2010, up by 49.9% from P200.1 million last year, due to higher ceneral
trzulsport expenses, Facilities-related expenses, Processing expenses (brokerage, wharfage, etc,),
Demunage and Management fees, among others.

Rentals ofP58.0 million in the first halfof20l0 were lower by 11.0% compared to P65.2 million
in the first half of2009 as included last year was space rental for a non-recurring rransaction.
Insurance ofP30.8 million in 2010 decreased by 10.9% fron P34.5 millioD in 2009 due to
decrease in insuance premium and to foreign exchange rate faclor.

Finance costs in the first halfof2010 ofP48.9 million were 69.9% lower compared to P162.6
million in the same period last year due to the significant reduction of interest bearing loans to
P850 million as ofend June 2010 ftom P1.85 billion as ofend June 2009. Finance income
decreased by 41.6% to P12.0 million from P20.5 million due to lower average balanrjes ofCash
and cash equivalents in the first halfof2010 vs. first halfof2009 ard to lower interest mtes. Due
io foreign exchange rate factor, net gains on denvative instrunents ofP7.5 million this year were
down by 19.1% ftomP9.3 million last year. Others-net ofP233.8 million in the six months of
2010 increased ftom P24.8 million inthe same period last year due to properly insrrdnce claims
and hisher rental income ftom leases on additional areas.



For the six montbs ended June 30, 2010, Eamings before ircome tax ofPI,288.8 million were up
by'79.6Vo ftomP7l7.4 rdllion for the sarne period last year. Provision for income tax of P376.7
million in the fust halfof20l0 increased ftom P197.5 million in the same period last year.

The Company is affected by the local and global tlade environment. Factors that could cause
actual results of t\e Company to differ matenally include, but are not limited tol

. material adverse change rn rhe Phihppine and the global economic and induitr)
conditions;

. natural events (earthquake and other major calamities); and

. material changes in foreign exchange rates.

,n the six months of20l0l
. There had been no known trend, demand, connnilmenl, event or uncertainty that had or are

reasonably expected to have a material favorable or unfavorable impact on the Company's
liquidity or net saleyrevenues from continuing operations, other than those discussed in thrs
repon,

. There had been no significant element ofincome or loss that did not arise lrom the
Company's continuing operations.

. There had been no seasona! factor that had a material effect on the financial condition and
r..,,lr< ^f nnphri^n<

. There had been no event known to management that could trigger direct or contingent
finarcial obligation that is material to the Company, including any defaull or acceleration of
an obligation, other than the alleged delinquent real property taxes. The updates were
reported under SEC Form 1 7'C.

. There hadbeen no material off-balance sheet transaction, arrangement, obligation (including
contingent obligation), and other relationship ofthe Company with unconsolidated entity or
other person created during the penod that would address the past and would have a material
impact on filture operations,

Consolidated Financial Condition

Total assets ofP8,765.3 million as ofJune 30. 2010 grew by 9.5% from P8,007.2 million as of
December 31, 2009. Current assels increased by 87.670 to P2,554.8 nillion as ofend June 30,
2010 ftom Pl,361.9 million as ofend 2009. Cash and cash equivalents were up by 84.8% to
P1,505.3 million as ofJune 30, 2010 compared to P814.3 rmllion as ofDecember 31, 2009. Trade
and other rcceivables rose by 102.5% to P668.8 million as of e'd June 30. 2010 fronr Pll0.2
millioD as ofend 2009. The increase was mainly due to the balance ofnon+rade receivable on
property insurance claims. Spare parts and supplies increased by 6.6% to P150.7 million as of
June 30, 2010 from P141.4 million as ofDecember 31, 2009 in support ofequipment operational
requirements ard maintenance proganl Prepa),nents as ofJune 30,2010 amounled to P230.0
million, higher than P76.0 million as ofDecember J1, 2009, mainly on account of downpa)menB
on new equiPment.

Total noncunent assets declined by 6.5% to P6,210.5 million as ofJune 30, 2010 from P6,645.3
million as ofD€cember 31,2009. Inveslnent inan associate decreased by 13.4% toP56.l million
as ofJune 30, 2010 from P64.8 rmllion as ofDecember 11, 2009 due lo cash dividend received
from an associate. Property and equipment-net ofP1.396.0 million as ofJune 30, 2010 were
lower by 18.8% ftom PI,718.2 million as of December 31, 2009 on account ofthe depreciation
for the period and the retircment and derecognition ofcertain prcp€rry and equipmen! in the grain
teminal that were damaged in an incident. The darnaged assets are covered by insurance.
Additions to property and equipment, which were not subject oflhe service concession
arangement, totaled P1.3 million. Intangible assets-net went do*n by 1.6%to P4,638.4 mrllion
as ofJune 30, 2010 lrom P4,715.0 million as ofDecember 31, 2009. Additions to intangible
assets which consisted ofcivil works and cargo handling equipment that were subject ofthe



seffice concession arangement amounted to Pl l8.0 million. Other noncurrent assets ofP9l.9
million as of end June 30, 2010 decreased by 16.9% ftom Pl10.6 million as of end 2009 due ro
reductions in pension assets and in noncurrent prepayments,

Total liabilities amouted to P2,390.2 million as ofJune 30, 2010,21.?% higher than PI,964.2
million as ofDecember 31,2009. Trade and other payables ofPl,147.2 million as ofend June 30,
2010 increased by 30.4% from P880.0 million as ofend 2009 due to higher fees payable ro lhe
Philippine Ports Authority and additional accruals for personnel aDd other expenses. Trrde and
other payables are covered by agreed payment schedules. Provisions for claims went down by
7.6% to P49.0 million as ofJune 30, 2010 from P53.0 million as ofDecember 31, 2009 due (o
settlement ofcertain claims. Income and other taxes payable amounted to P288.4 million as of
June 30, 2010, up ftom P120.0 million as of December 31,2009 due to higher income tax due ln
the second quarter of20l0 ard to withholding tax on cash dividend.

Interest-bearing loans and other financial liabilities (current and non-cuffent) ofP897.1 milhon as
ofJune 30, 2010 were 0.8% lower than P904.0 million as ofDecember 31, 2009 due to rhe
decrease in derivative liability. Balance ofinterest-bearing loans was P850 Drillion as ofend June
2010. Ofthis amount, P550 million willmature on December 19,2012 and P300 million will
matwe on Decemberl3, 2014, All interest-bearing loans aie denominared in Philippine Peso and
are at fixed interest rates.

Consolld.ted Cssh Flows

Net cash provided by operating activities grew by 52.3% to P1,248.3 million in the first hallof
2010 fronr P819.6 million in the same period last year on account olhigher operating incon€,
increase in trade and other payables and lower finance costpaid.

Nel cash from in investing activities in the six months of20l0 was P24.6 million while nel cash
used in investing activities amounted to P54.8 n llion lasr year This year included proceeds from
insurance claim ofP108.3 million. Fun& used in acquisitions of Property and Equipment totaled
Pl l9.3 million this year vs. P85.4 million last year.

Net cash used in financing activilies decreased by 40.5% to P580.0 nillion this year vs. P975
million last year. There is no Intereslbearing loan payable lhis year while P475.0 million was
paid as ofJune 30 last year. Cash dividends paid this year was P580 million, up from P500
million last year.

Key Performlnce Indlc.tors (KPI)

KPIS disclissed below wete based on consolidated anlolnts as portions pertaining to the
Cornpany's subsidiary ATI Batangas, Inc. (ATIB) were not material and the ConDany's
subsidiary Mariveles Grain Corporation (MGC) has nol started commercial opemtrons as of end
June 2010. As ofend June 2010:

. ATIB'S total assets were only 3.7% ofthe consolidated total assets

. MCC'S total assets were 12.9% olthe consolidated lotal assets

. Combined income before oiher income and expense for ATIB and MGC fis only 3.8% of
consolidated income before other income and expemes.



Con6olidated
KPI Msnner ofC.lculstion

As ofJune 30

Discussion2010 2009

Retum on
Capital
Employed

Percentage of annualized
income before other
income (expenses) over
running average of
operating assets 35.1% 2s.2%

Increase resulted
ftom higher income
before other lncome
and expenses,

Retum on
Stockholder's
Equity

Percentage of annualized
net mcome over total
stockholders' equity 291% 19.5%

Increase resulled
fiom higher net
income.

Debt to equily
ratio

Ratio of tolal liabilities
over total stockholders'
equity 0.37 | 1.00 0.55 | 1.00

Lnproved due to
payment ofdebt and
higher stockholders'
equity,

Days Sales in
Receivables
(DsR)

Gross trade receivables
over revenues multiplied
by number ofdays l8 days 19 days

lnproved as a result

managemenl
initiatives.

Lost Time
Injury

No. of lost tiDe from
injuries per standard
nMnhours 0.69 1.06

Lsrproved as a result
ofextensive safety
campaign and strict
implementation of
policy on heah!,

Note: Income before other income and expenses is defined as iDcone before nel fiDancing cosls,
ner garns on derivatire rnctruments xnd orhers.

PART II. OTHER INFORMATION

On April 22, 2010, the Board ofDirectors of ATI apFoved a cash dividend ofP0.29 per share
to stockholders oD record as of May 21, 2010. Dividends were paid on June 17, 2010. As of
date of this report, the Company has ordinary shares only.
On August 9, 2010, the Company concluded the sale ofall its shares in the outstanding capital
stock ofMariveles Gmin Corporatior (MGC) to Philippine Gmtn Intemational Corporation at
a price iD excess ofthe Company's recorded book value for MGC shares. Fo lowing the salE,
the Company expects to focus on expanding and-rp$ading its other..businesses and on
growing its ability to generate revenue from existing ad new port operations.
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sale. Fixing ofrecord date oD July 1.2010

August 3,2010 sEc l7-c Result of the Special Stockholders' Meeting
(July 30, 2Cl0) where more than 2/3 ofthe
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offer and sell the shares of MGC to a third party
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August 12,2010 sEC 174 Conclusion ofthe sale of MGC to Philippine
Grain Intgmational CorDoratioD
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ASIAN TERMINALS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAI- POSI IION

Jone30, Decernber 3 I ,
2010 ruDaudited) 2009 {Audited)

ASSf,TS

Calh and cash €quivalents
Trade and otler receivables -.et

1,505,265 P
668,762
150,746

814,339
330.175

Spare pafts and supplies - atnctr€alizable valuc

Total Curr€nt Assets 2,554,?61 t ,161,948
zz9.gaa o t2

lnvestment in an associale - at cquity
Propeny and equipment - net
lntangiblc asscts - nct
Othcr financial assets
Deferr€d tax assets - nel
Other noncunenl assets

56,120
1,395,976
4,638,448

26,541
r,506

9r,926

64,828
I , 7 t  8 , 1 7 9
4,715,033

25,958
10,721

I I0,579
Tohl Noncurrent Assett 6,2 | 0,5r 7 6,645,298

TOTAL ASSETS 8,76s,278 P 8,007.246

LIABILITIES AND OQUITY

Currenl Llabllltles

Trade and other payables
Curcnr ponjo. of interest-bearing loans

other fi nancial liabilities

Income and other taxcs payable
Shippers' and brokerc' deposits

I ,147,187 P

16,874
49,007

288,438

880,031

16,378
53,014

t 2 0 , 0 1 l

Torrl Orrrent Lhbilities 1,501,506 1,069,434

Noncurr€nt Lirbilitles
Interestb€aring loans and other financial

liabiUties - n€l of culrenl ponion
Persion liabiliw

880,250
8,398

887,631
7 , 1 3 8

Total Noncurr€nt Liabilities 888,648 894,769

Equity Attributsbleto Equity Holders ofthe Pare't
Capital stock
Additional paid in capilal
Retained €amings

t,000,000
264,300

4,104,942
4,692

2,000,000
264,300

3,',1',13,393
4,692

Non-controlliDs Interest
6,373,934

I,190
6,042,385

658
6,043,043Totrl EquitY C375,123

TOTAL LIABILITIf,S AND E



ASIAN TERMINALS. INC. AND SUBSIDIARIES
CONSOLIDATf,D STATEMENTS OF INCOME
(Irtuuli!.4 In ll'aaadr, fst Pu l,^m D.b)

2010 20u9 2010 2009

cosTs aND E .PENsEs 114$16)

OTIIER INCOME AA'D EXPENSES

RIVENUES t,t02,291

(637,444)

(91,2221
l0, l0 l
5,095

12.fi4

(r,422,9s2)

(48,857)
l1,9as
7,510

233.833

2,046,7t1

( t ,211,3t9)

(r62,5t0)
20,191
9,286

24.792
NGt goitu on dcriEiiv. iEt4mnt!

(2$89
7,521
1,101

Othft-n.t 229.183

INCOME BEFORI INCOME TAX 82r.560 400,899 1.288.768 111.401

ITCOME TAX EXPENSE
23t,0EE

1,294
|8,475
00.943)

t61112
9,215

201,t93
(9.686)

2,llJE2 l0?.4E2 !76.6E7 t9?.507

NET INCOME 587.1t8 P 293.4t1 P 912"081 P 519_900

OwR of lh. Pulnt CoDp$y
Nonsnh.llinr int Gt

5E6,E9E
280

293,151
266

911,5{9 P 519,538
162

587.1?8 P 293.4t1 ,lto81 P 519,900

B!lc/Dllur.d Errnlng. P.r sh$. Anrlbur.bl.
P 0.29 P
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ASANMMINAI3 N{c. ANDSt]BS f,ARF^S
oo\sollDAlu)sllfinr4HYnoFo4InIHU\snVElIc(}\ffi

Fd tb dr |Mtli 6d.dJw 30
2W 2010 w

s8r.r7E P 911(f,1 P 519.9mE3AI7
Oos conp|dnEir€ ircorE

Iair irla gdnoo @{r flwh.dg6
Tax dr ir6 blq dftdly b eqlity

q055
(241''

gTl l
{26l3l

qbd c@rdBiE irc.iE 16 of ia( 6098
Tcrrl c..fituiEilEE ft.tEDaiod 9116I P 525.98s8r.lu P

Eqlily holda! oflh paid
I\40ity iri.rllls

525,636

EE

P 5E6,l9E P
2Al

D8,rl
26

911,549 I
532

P dt,1?8 P
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ASIAN TERMINAIS INC AND SLT$DTAruES
COIISOUDAID SIAIE\IINIS OF CIIA]\GES IN EQUITY

Cornrm$od( Addtio|rl
hi.}itrGtt l
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Apptrgiledfd Ur.Frqrirred Itoodrli.g Tdl F4uityo.hr

Balar.e rt &rurry l, 410
AFnp.irlim fq tbe period
Gh dividendt - FO29 a shan fs AII
N€r incort f0 fhe lsiod

r*y 50qm P*y \n4t3 P
(500,@
68qm)
gtt5,o

Y' 6044lEs P

68qm0)
gtt,g

658 P 60{q043

(58qm)
9r2,(Br

P 261.Xp P

Bof,DceatJ n€30, zll0 P 4m,0m P ?64m P L@m P 3,104942 P 46v2 P qtr].gv P Llql P 637tru

Bal.@ at Jewy l, 2009
Gsh dividd'ds - P0.25 a Shae fa AII
lld itx:m fq dE p6iod
Fair !"la gan m aslt flNb€dge

10m.000 P 2g)$ P 2,611,716 (P
(5m,0)
5rqr8

5215) P

(08

5,118,880 P
(5qr,m)
519J38

6098
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362

5Jlq56r
(5m,m0)
51q900

6,09E
Bda@ at Jw 3'0,209 P 2,m,0() P 2at4,Ir0 P 5m.m P 2,611254 P (51.038) P 5,3,44J16 P 1.043 P 5J45,559
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ASIAN TERMINALS. INC. AND SIIBSIDTARIES
CONSOLTDA'TTD STATEMEMS OF CASH FLO'WS

CASH FLOWS FROM OPf,RATINCACTIVITIES

D.pnci.rion dd lMiz.tion

Nd mEaliu d roEign .xchng. (grin) Ios
Equiry itr n t .miilr olan smiar.
ln.ofteomi Mn..claim
ln$ G!in) on di$oek or

PFp.ny dd aquipffit

Amonjzition of noncml pr.poid Enbl

Tnd. ond orhd E..lvlbl.s

or)

(4r,203)

r,a3J63 P

Itst.e.n)

Ir3) (460)

l@!im.nr (Evsd on bs*! oi Ercivabl.s ($) a7l - 471
Or.drinsincon.b.f@M*irycrplhlchrns.! 795,604 . 1J3.1,945 1,093,0?6

Chh&n.Ftd t ftop.ntions 933,539 752,142 I,5.t5,043 1.151.205

N.tcshbEvid.dbv@hti rrtrlii i6

CASH FLOWS FROM INVESTING ACTIVITIES

ln@F in otha noncwnr a*ts
PE...di fFF iieu6oc. clain

D.crci& (incci*) h dcpos s (33)

NdcNh ued in inKsrinAldivirid

CASH FLOWS FROM FINANCING ACTIVITIES

]IET INCREASE(DECREASD IN CASH
(532.5rE (2r0.r7tANDCASH EQUIVALENTS

f,FFf,CT OI FOREIGN EXCHANCE RATE CHANCES ON CASH
AND CASH EQUIVALENTS (4,46r) O.ere) (4,r5e)

r,5c5J65 P

CASH & CASH EQUIVALENTS
AT BECINNTNC OF YEAR r,/1t,5e1 r,5o4,lr3 8laJ3e r.r32.r37

CASH& CASH EQUIVALENTS
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SELECTED
E CLANATORY NOTES

Jrne 30,2010
(Afiouhtt in Thoutd .ls)

l. Segment Informrtion

Infomation with rcgard to the Compafly's significaDt business segments is pres€nted below:

D.lGhdor rdmoniztioi

2. Tmde Reccivabl$ - n€t

Presented below is the aging of the Company's trade receivables - net.

As ofJun! 30,2010 2009

Up io 6 months P32t,059 P322,354

ovcr6 months to I ycar

Ovcr I ycar

Totrl P328,059 P322,354

3, Property rnd Equlpmetrt

A surffnary ofproperty and equipment follows:
lu @
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4. Intangible Assets

Jnn€ 30, D@cmbq 31. 2009
2010

42,060 ?
4.596J88

42,060
4,612.973

4.6J8.448 ? 4.715.031

The movements of service concession are as follows:

2010

Balance al begiming ofycar P 7,:132,0E6
t18,027
(t9,752t

7,334,973
120,197
(23,0E4)

Bdlanceltendofycar 7.530360 7.432.086

Accumulrted.norltrrdon
Bal.nce at b.siming of ycar
Amodization for the yer

2,759, | |3
172,636
2t,976

2.436,628
343,4Q1

B.lanc. al.nd oflc.r 2,933,973 2.759,113
4.596.387 P 4612.r1]

Service concession represents property and equipment which is the subject of the concession
arrangement that will be transfened to the Philippine Ports Authority at the end ofthe operating

5. Trade and Other Psyables

June 30, 2010
Decenrber 31,

2009 (Audited)

Trade
Accrued expenses
Due to government agencies
Shippers' and brokers' deposits
Due to related parties
Others

P 40,481
693,552
267,810
30,822
16,631
9?,885

P 56 ,191
499,488
228,933
30,691

64,125
Total 1.147.188 P 880.031
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6, Interest bearing loans aDd other linancial liabilities

This account consists of long-term debt and derimtive liabilities.

Longierm Debt

Therc was no movement ol long-term debt during the si,r-month period.

Additional informati the

As ofend June 30, 2010, the Company had no outsta.nding foreign debt.

All long-term debts are at fixed interest rates.

Derivative Liabilities

December l l ,
2009 (Audited)

Current - Foreign currency option P 16,874 P 16,378
Noncurrent - Foreign cunen€y option 35'062 43,067
Total P 51,936 P 59,445

rune30,2oro ff;'ff#i,
Current

Derivative liabilities
Noncurent

Lorg term debt
Debt issue cost
D€rivative liabiliti€s

16,814 P

850,000
(4,812)
35,062

16,378

850,000

. (5,436)
43,067

debt as ot June .J0.2(r l0:
Ortstanding Mrturity

D!feG)

Syrdicatcd FFRN-Tranche 3 300,000
December I3,
2014

Applicable l0-ycar MARTI

Syndicated FRN 550,000
Dcccmber 19,
20t2

Applicable 7'year MART

Total 850,000

-0,

Long-term debt - n€r ofcuncnr
P850,000

Total 497,124 P 904,009
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1- Financial Risk Managem€nt Objectives and Policies

The Company's principal financial instruments, other than derivatives, conprise of loans
from bariks and other financial institutions. The main purpose of these financial instruments
is to raise financing for the Company's capital expenditues and operations. The Company
has ladous financial assets such as trade and other recei bles and deposits, which anse
dircctly ftom its operations. Other furancial insFuments include available,for sale
investrnents and derivative instluments.

The main dsks arising ftom the Company's financial instruments are interest rale risk, foreign
currency dsk, credit risk, and liquidity risk. The Board of Directors reyiews and agrees on
policies for managing each ofthese risks.

Interest Rate fusk
The Company's exposwe to the risk changes in market interest rates relates primarily to the
Company's long-term debt obligations with floating interest rates.

The Compa.ny's policy is to manage its interest cost using a mix of fixed and variable mte
debts. To rnanage this mix, the Company enlers into interest rate swaps, in which the
Company agrees to exchange, at specified intervals, the difference between fixed and variable
rate interest amou[ts calculaled by reference to an agleed-upon notional principa] amount,
These derivative instruments are designated to hedge underlying debt obligations.

As ofJune 30, 2010 all ofthe Conrpany's borrowings are at a fixed rate ofinterest, therefore,
a change in market interest rate at the reporting date would not affect net income,

Liquidity tusk
The Company monitors ils risk to a shortage of l nds using a liquidity plarLling tool. Tbls
tool considers the maturity of both the Conpany's financial invesnnents and financial assets
and projecied cash flows from operations, anDng olhers. The Company's objective is to
naintain a balance beiween continuity of funding and flexibility through the use of bank
loans,

The table below surnnarizes the maturity profile of the Conpany's financial liabilities based
on contractual undiscounted Dawnents:

30.2010
On 3 t o 1 2

rE97,124 Pt1.822 ?89,509 P1,147,438 P1.254.769

l , t4?,187 301,561 242,427 603,  t99 I , l4?,187

Pr.o44.lll P10t .561 P260,249 P692.708 P1,147.438 P2,40t ,956

2009 Crrrying On 3 t o  l 2

liabihies

P904,009 P89,r66P1,155,443 Pt,262,278

880,031 178,645 205,750 495,636 880,011

?1.784.040 Pt78,645 P221.419 P584.802 P 1,155, .141 P2,t42,109
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Credit Risk
The Conpany trades only with recognized, creditworthy thnd pades. It is the Company's
policy that all customers who wish to trade on credit terms arc subject to credit verification
procedures. h additiorL rcceivable balances are monitored on an ongoing basis with the result
that the Company's exposure to bad debts is not significant. A regular review and evaluation
of accounts is being executed, 1o assess the credit standing of customels. In addition, a
portion ofrevenues is on cashbasis.

With respect to credit risk arising ftom the other fiflancial assets of the Company, which
comprise cash and cash equivalents, nontrade receivables, deposits, available-for-sale
investrnents and certain derivative instruments, the Company's exposue to credit risk arises
ftom default of the counterparty, with a maximum exposure equal to the carrying amount of
these instruments. Since the Company trades only with recogrized third panies, there is no
requiremmt for collateral.

There are no significant concentmtions of credit risk within the Compary.

As of June 30, 2010, 97% of the total trade and other receivables which are neither past due
nor impaired are of high grade quality and the remaining 3% are of standard quality.

Foreien Currency fusk
The Company has foreign culrency financial assets and liabilities arising ftom US dollar
(UsD)-denominated revenues, lease pa]-.rnents, PPA fees, and other for€ign cunency-
denominated puchases by operating units.

The Cornpany's policy is to manage its foreign currency risk by using a combination of
natural hedges and selling foreign currencies at spot rates where necessary to address shon-
term imbalances,

The Company's foreigr currency-denominated accounts aJe as followsl

As ofJune 30,
2010

As of December
31. 2009

Cash and cash equivalents us$6,890 us$5,461
Trade and other receivables 7.187 673

t4,6',17 6.134
Liabilities:

Trade and other Davables 7,384 |,264
Net foreiqn currency-denominaied a!sets us$7.293 us$4.870

Peso eouivalent P338,221 P225.021

The follor./ing table demonstrates the sensitivity to a reasonably possible change in the US
dollar exchadge rate, with all other variables held constant, ofthe Company's income before
income tax and eouitv,

Increase/Decrease in U.S.
dollar Exchanee Rate

Elfecl on Equiry

Jure30.2010
Pl6.91l P11.8.38

-50/o fl6.911) {11,838)
December 31. 2009

+5% Pt 1.251 P7.876
-5% 1 1 . 2 5 1 0,876
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Capital Manaeement
The prirnary objective of the Company's capital matagement is to ensue that it maintains a
stlong credit rating and healthy capital ratios in order to support its business and m&ximize
shareholder value.

The Cornpany considers capital to include paid-up capital, retained eamings, and other
reserves. The Company manages its capital stlllcture and makes adjustnents to it, in light of
changes in economic conditions. To mairtain or adjust its capital sfucture, the Company rnay
adjust the dividend pa).rnent to sharcholde$, retum to capital shareholders or issue new

No changes wer€ made in the objectives, policies or processes du.ing the period ended June
30,2010.

The table below shows the capital slructure of the Company.

As ofJune 30,
2010

As of December
31 .2009

Capital Stock P2.000.000 P2.000.000
Additional Daid-in caDital 264.300 264.300
Retained Eaminqs 4.104.942
Other reserves 4.692 4.692
TOTA-L P631s,124 P6.042.385

8. Finsncirllnstruments

The table below presents a comparison by category of carrying amounts and estimated fair
values olall the Comoanv's financial instruments.

As ofJure 30. 2010 As ofDcccmbcr I1,2009
Crrrylng Canying

Loans and receivables:
Cash and cash €quivalents P1.505,265 P1.50J.265 P814.339 P814,339
Trade and olher receivables 668,762 668,762 3 3 0 . 1 7 5 330

23.541 29.243 23.306 28.819
2.t91.568 2.203.210 1.167.820 r , r7 l , l l l

Availsble-for-sale fi nancial 2,652 2,652

P2.200.220 P2.20s.922 P1.170.4'12 P1.175.985
Financial liabilities:

Financial liabilities at FVPL-
Derivative Iiabilities P51.936 P5t .9 l6 P59,445 P59.445

Other fi nancial liabilities:
Trado and other Davables l ,  t 4 7 , 1 8 7 1 . 1 4 7 . 1 8 7 880,011 880.0.1I
lnterest'beding loans and
bonowincs (Fixed rate) 845.188 r.000.484 844.564 l , 0 B , l l l

| ,992,315 2,t47,611 1,124,595 1.89J.J42
P2.044.311 P2.199.607 P1.784.040 Pt.952.787
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Fair Value of Financial Instnrments
The following methods and assumptions wsre used to estim e the fair value of each class of
financial instrunent for which it is practicable to estirnate such value.

a. Nonderi€tive financial instrument!

The fair values of cash and cash equivalents, trade and other receivables and trade and
other payables are approximately equal to their cariying amounts due to the short-tem
nafilre of these transactions.

The fair value of fixed mte interest beaiing loans is based on the discounted value ol
future cash flows using the applicable rates for similar O?es of loans. The discounts rates
used range fiom 4.28% to 6.62% in 2010.

For variable rate loans that re-price every three months, the carrying value approximates
the fair value because of recent and regular re-pricing based on curent market rates,

Quoted market pdces have been used to determin€ the fail values oflisted available-foF
sale investmmts. The fair values olunlisted AFS financial assets are based on cost since
the fair values are not readily determinable.

For noninterest-bearing deposits, the fair value is estimated as the present value of all
future cash discounted using the prevailing inarket rate of interest for a similar instrumen(.

. The discount mtes used are 5.52% and 8,02% in 2010.

b. Derivativeinsfiuments

The fair values of the intercst tate swap were based on counterparty valuation.

The embedded currency options in a lease contract were valued using Camran-Kohlhagen
option pricing model that takes into account such faclors as the risk free USD and PHP
interest mtes and historical volatiliry rate.

Derivative Not Accounted for as Hedse

. Embedded Currency Derivatives

The Company has entered into an agreement with Provincial Govemment of Province
of Bataa[ leasing a lo-hectare portion ofland to establish a land-based bulk grain and
cargo tenmnal, Future lease payments are indexed to USD:PHP exchange rate
changes, in which additional pa],rnents will be made if the prevailing exchange rarc
breaches a specified base exchange rate, which is the spot rate prevailing on contract
alate. The total lease fee per the 1993 contract (before taking into account
adjustments resulting ftom changes in the foreign exchange rates) amounted to
P296.8 million.

The derivative liability reported for drcse embedded foreign €unency option as of
June 30, 2010 amounted ro P51.9 million.

. 2 2



Fair Value Chanqes on Derivatives
The net movements ir fair value chanses ofall derivative inshuments are as follows:

2 0 I 0 2009
P 59.445 P107.182

Net chans€s in fair value of

Designated as accounling
(24,665t

Not designated
257 (6.990)

59.702 '16.031

Less fair value of settled
7.766 t6.592

Brl!nce. end P 51.9.36 P59,445

Fair Value Hierarchv
The table below analyses financial instruments carried at fair value, by valuation method.

The different levels have been defined as follows:
r Level 1: quoled prices (unadjusted) in active maikets for identical assets or liabilities
. Level 2; inputs other than quoled prices included within Level I that are observable for the

asset or liability, either directly (i.e., prices) or indirectly (i.e., derived from prices)
. Level 3: inputs for the asset or liability that are nol based on observable market data

(unobservable inputs).

Level I Level 2 Level 3
As ofJune 30, 2010
Available-for-sale fi narcial
aSsets

P933 P. Pr,719

Financial Liabilities at
FVPL - Derivalive
liabilities

P- P5r,936 P-

As ofDecember 31.2009
Available-for-sale fi nancial
assets

P9]J P- Pl .7 t9

Financial Liabilities at
FVPL - Derivative
iiabilities

P59,445 P-


