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ASIAN TERMINALS, INC.

Securities and Exchange Commission Form 17-Q

PART I - FINANCIAL INFORMATION

ltem 1. Financial Statements

With reference to the attached interim financial statements:

There were no common stock n.qmmh:nl:. during the period. As such, hm.u. and diluted
earnings per share were the same. Earnings per share for the period is shown in the
accompanying Consolidated Statements of Income.

The Company applied Philippine Financial Reporting ilandaldq (PFRS) in preparing the
consolidated financial statements.

The same accounting policies and methods of computations were followed in the interim
financial statements as compared with the most recent annual financial statements.
Segment revenue and segment result for business segments are reported under item | of
the attached Selected Explanatory Notes.

Mo material event subsequent to the end of this interim that had not been reflected in the
financial statements of this 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 Interpretations Effective 2010

Revised PERS 3, Business Combinations (2008), incorporates the following changes that ~
are likely to be relevant to the Company’s operations:

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

- Contingent consideration will be measured at fair value, with subsequent changes
therein recognised in profit or loss,

- Transaction costs, other than share and 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 in profit or loss.

- Any non-controlling (minority) interest will be measured at either fair value, or at its
proportionate interest in the identifiable assets and liabilities of the acquiree, on a
transaction-by-transaction basis.

Revised PAS 27, Consolidated and Separate Financial Statements (2008), requires
accounting for changes in ownership interests by the Company 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 he measured at
fair value with the gain or loss recognised in profit or loss.

Improvements to PFRSs 2009, include 15 amendments to 12 standards. Some of these
amendments may have significant implications for current practice. In particular, the
amendments to PAS 17 Leases may affect the classification of leases of land and
buildings, particularly in jurisdictions in which such leases often are for a long period of
time.




The adoption of the above new or revised standards and amendments to standards did not have a
material effect on the Company's consolidated financial statements.

Other Information

The Company has a Board of Investments (BOI) registration under the Omnibus Investments Code
of 1987 (Executive Order No. 226) as a new operator of a domestic passenger terminal and
container vard in South Harbor, Manila. The Income Tax Holiday incentive (ITH) under this
registration was until August 2009,



Item 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations

Consolidated Results of Operations for the three months ended March 31, 20110

Met income for the three months ended March 31, 2010 increased by 43.5% to P324.9 million
from P226.5 million for the same period last vear. Eamings per share were up to P0.16 this vear
from PO.11 last year.

Revenues grew by 24.9% to P1,167.3 million in the first quarter 2010 from P934.4 million in the
same period last year, Revenues from ports operations increased by 34.3% to P1,.074.8 million
this vear from PE00.5 million last vear while revenues from non-ports operations decreased by
31.0% to P92.5 million this year from P134.0 million last year. The decrease in revenues in non-
ports operations was due to lower volumes and unfavorable foreign exchange rates,

[n ports operations, mainly as a result of the improvement in international trade at the Port of
Manila, revenues from South Harbor international container were up by 28.2% and international
non-container were up by 143.5%. Pursuant to PPA Memorandum Circular no. 05-2009, tariff on
cargo-related services for foreign containerized and non-containerized at South Harbor was
increased by 15%, 8% effective on May B, 2009 and 7% effective January 1, 2010, Revenues
from Port of Batangas Phase 1 operations were higher by 72.5% and revenues from South Harbor
domestic terminal operations were higher by 3.2%.

Cost and expenses in the first quarter of 20010 increased by 21.7% to P698.3 million from P573.9
million in the same period last year. Labor costs went up by 13.5% to P217.0 million this yvear
from P191.2 million last yvear due mainly 1o volume factor. Equipment running costs of P111.0
million in the first quarter of 2010 were higher by 21.0% due to increase in prices of fuel and
luibricants and in equipment repairs and maintenance in support of operational requirements,
Rentals of P39.8 million rose by 36.0% due to volume and commodity-related equipment rentals.
Other expenses totaled P160.6 million in the first quarter of 2010, 84.5% higher than P87.1 million
in the same period last year, due to increases in (ieneral transport expenses, Professional fees,
Claims, Travel, Brokerage and other processing costs and Management fees, among others,

Depreciation and amortization declined by 1.2% to P115.6 million in the first quarter of 2010 from
P117.0 million last vear mainly on account of the derecognition of some intangible assets. Taxes
and licensesof P38.9 million this year were lower by 3.5% against P40.3 million last year.
Insurance of P15.4 million decreased by 10.8% due to lower premium and to foreign exchange

rate factor.

Finance costs in the first quarter of 2010 amounted to P24.3 million, 66.0% lower compared 1o
P71.3 million in the same period last year as interest bearing loans significantly went down to
PE50.0 million as of March 2010 vs. P2.3 billion as of end March 2009, Finance income went
down by 57.3% to P4.4 million from P10.4 million due to lower balance of cash and cash
equivalents and to lower interest rates, As of March 31, 2010, Cash and cash equivalents was P1.3
billion, lower than P'1.5 billion as of March 31, 2009, Due to foreign exchange rate factor, net
gains on derivative instruments of P6.4 million this year were higher than P4.2 million last year.
Others-net of P4.6 million in the first quarter of 2010, decreased by 63.4% from P12.7 million in
the same period last year. The amount of others-net included foreign exchange losses of P5.2
million this vear, compared 1o foreign exchange gains of P3.9 million last year,

For the quarter ended March 31, 2010, Earings before income tax of P460.2 million were 45.4%;
higher than P316.5 million for the same period last year. Provision for income tax this in the first
quarter this year increased by 50.3% to P135.3 million from P90.0 million in the same period last
year.
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The Company is affected by the local and global trade environment. Factors that could cause
actual results of the Company to differ materially include, but are not limited to;
» material adverse change in the Philippine and the global economic and industry
conditions;
» natural events (earthquake and other major calamities); and
» material changes in foreign exchange rates.

In the first three months of 2010;

e  There had been no known trend, demand, commitment, event or uncertainty that had or are
reasonably expected to have a material favorable or unfavorable impact on the Company's
liquidity or net sales/revenues from continuing operations, other than those discussed in this
report.

e There had been no significant element of income or loss that did not arise from the Company’s
continuing operations,

* There had been no seasonal factor that had a material effect on the financial condition and
results of operations.

* There had been no event known to management that could trigger direct or contingent
financial obligation that is material to the Company, including any default or acceleration of
an obligation, other than the alleged delinquent real property taxes discussed in Part 1T of this
report under Submissions of SEC Form 17-C.

e  There had been no material off-balance sheet transaction, arrangement, obligation (including
contingent obligation), and other relationship of the Company with unconsolidated entity or
other person created during the period that would address the past and would have a material
impact on future operations.

Consolidated Financial Condition

Total assets of P8,522.1 million as of March 31, 2010 were 6.4% higher than P8,007.2 million as
of December 31, 2009, Current assets went up by 39.4% to P1,898.8 million as of end March
2010 from P1,361.9 million as of end 2009, Cash and cash equivalents increased by 56.4% to
P1,273.6 million as of March 31, 2010 compared to P814.3 million as of December 31, 2009,
Trade and other receivables declined by 13.1% to P286.9 million as of end March 2010 from
P330.2 million as of end 2009 brought about by improvement in collections. Spare parts and
supplies rose by 5.7% to P149.5 million as of March 31, 2010 from P141.4 million as of
December 31, 2009 in ling with the program for equipment maintenance. Prepayments as of
March 31, 2010 amounted to P188 .8 million as of March 31, 2010, higher than P76.0 million as
of December 31, 2009, mainly due to prepayments of local taxes and of insurance.

Total noncurrent assets slightly went down by 0.3% to P6,623.2 million as of March 31, 2010
from P6,645.3 million as of December 31, 2009, Investment in an associate grew by 6.6% to
P69.1 million as of March 31, 2010 from P64.8 million as of December 31, 2009 due to equity in
net earnings taken up in 2010, Property and equipment-net went down by P25.7 million to
P1,692.5 million as of March 31, 2010 from P1,718.2 million as of December 31, 2009 mainly on
account of depreciation for the year. Additions (o property and equipment, ‘which were not subject
of the service concession arrangement, totaled P3.5 million, Intangible assets went up by 0.2% to
P4,725.5 million as of March 31, 2010 from P4,715.0 million as of December 31, 2009. Additions
to intangible assets which consisted of civil works and cargo handling equipment that were subject
of the service concession arrangement amounted to PY6.9 million. Other noncurrent assets of
P101.1 million as of end March 2010 decreased by 8.6% from P110.6 million as of end 2009
mainly on account of provisions for pension in the first quarter of 2010,

Total liabilities increased by 9.7% to P2,154.1 million as of March 31, 2010 from P1,964.2 million
as of December 31, 2009. Trade and other payvables of P933.8 million as of end March 2010 were
up by 6.1% from P880.0 million as of end 2009. Trade and other payables are covered by agreed
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payment schedules, Provisions for claims went down by 8.2% to P48.7 million as of March 31,
2010 from P53.0 million as of December 31, 2009. Income and other taxes payable amounted to
P265.9 million as of March 31, 2010, up from P120.0 million as of December 31, 2009 mainly due
to the addition of income tax for the first quarter of 2010,

Interest-bearing loans and other financial liabilities (current and non-current) declined by 0.7% to
P8Y97.9 million as of March 31, 2010 from P904.0 million as of December 31, 2009 due to
decrease in derivative liability. All interest-bearing loans are denominated in Philippine Peso. All
long-term debts are at fixed interest rates.

Consolidated Cash Flows

Met cash provided by operating activities grew by 45.8% to P556.4 million in the first quarter of
2010 from P381.5 million in the same period last year on account of higher operating income,
increase in trade and other payables and lower finance cost paid.

Met cash used in investing activities of P93.1 million rose by 172.4%, mainly due to higher
additions to intangible assets of P96.9 million in the first quarter of 2010 against P33.6 million in
the same period last year.

On net cash used in financing activities, there was no loan amortization due in the first quarter of
2010 while there was P25.0 million payment in the same period last year.

Key Performance Indicators (KPI)

KFIs discussed below were based on consolidated amounts as portions pertaining to the
Company's subsidiary ATI Batangas, Inc. were not material and the Company’s subsidiary
Mariveles Grain Corporation has not started commercial operations as of end March 2000, As of |
end March 2010:

e ATIB’Ss total assets were only 3.8% of the consolidated total assets

o  MGCs total assets were 15.4% of the consolidated total assets

» (Combined income before other income and expense for ATIB and MGC was only 9.4% of
consolidated income before other income and expenses.



As of March 31

Consolidated
KPI Manner of Calculation 2010 2009 Discussion
Percentage of annualized
income before other Increase resulted
Return on income (expenses) over from higher income
Capital running average of before other income
Emploved operating assets 30.0% 22.0% | and expenses.
Return on Percentage of annualized Increase resulted
Stockholder’s net income over total from higher net
Equity stockholders’ equity 20.9% 16.7% | income.
Improved due to
Ratio of total liabilities payment of debt and
Debt to equity over total stockholders’ higher stockholders’
ratio equity 0.34:1.00 | 0.61 :1.00 | equity.
Improved as a result
Days Sales in Gross trade receivables of accounts
Receivables over revenues multiplied management
(DSR) by number of days 15 days 17 days | initiatives.
No lost time
No. of lost time from resulting from
Lost Time injuries per standard injuries in the
Injury manhours 0 2.11 | current period.

Note: Income before other income and expenses is defined as income before net financing costs,
net gains on derivative instruments and others.




PART Il. OTHER INFORMATION

On April 22, 2010, the Board of Directors of ATl approved a cash dividend of P0.29 per share 1o
stockholders on record as of May 21, 2010 payable on June 17, 2010. As of date of this report, the
Company has ordinary shares only.

Submissions of SEC Form 17-C:

Appeal with the Central Board of Assessment Appeals (CBAA) (SEC Form 17-C filed
Junuary 19, 2010)

On January 15, 2010, ATI filed with the Central Board of Assessment Appeals (CBAA) an appeal
from the order of the Local Board of Assessment Appeals of Bataan (LBAA) dismissing the
previous appeal filed by ATI questioning the Notice Re-assessment issued by the Provincial
Assessor of Bataan on some real properties located at the Mariveles Grain Terminal.

To date, the appeal of ATl is still pending with the CBAA.

Other Submissions of SEC Form 17-C were:

Date Filed Reference Particulars
January 13, 2010 SEC 17-C Centification of compliance with the Manual on
Corporate Governance

January 15,2010 | SEC 17-C | Certification of Attendance of Directors during
Board Meetings for the year 2009 |

January 21, 2010 SEC 17-C Receipt from the Philippine Ports Authority of
the Notice of Award of Contract for the
Management, Operation, Development and
Promotion of Container Terminal “A-1" in Phase
Il of the Port of Batangas, for a period of twenty-
five (25) years.

February 17, 2010 SEC 17-C Notice of Guidelines for Nominations for
Election to the Board
February 23, 2010 SEC 17-C Election of Mr, Kwok Leung Law as Director

and his appointment to Board Committees lefi
vacant by the resignation of Mr. Lawrence Ho;
2010 Annual Stockholders’ Meeting and record
date; Signing of Credit Line Facility with
Metrobank.

March 29, 2010 SEC 17-C Signing of the Contract for the Management,
Operation, Maintenance, Development and
Promotion of Container Terminal “A-1" in Phase
Il of the Port of Batangas




ASIAN TERMINALS, INCORPORATED
Securities and Exchange Commission Form 17-0Q

SIGNATURES

Pursuant to the requirements of the Revised Securities Act, the registrant has duly caused this

report to be signed on its behalf by the undersigned thereunto duly authorized.

ASIAN TERMINALS, INCORPORATED
by:

bl

MA. LUISA F VOGRALES
Vice President and Chief Financial Officer

Date : May 14, 2010

Principal Financial/Accounting Officer:

3
TH (o
MARICAR B. PLENO
Assistant Vice President for Accounting and Financial Planning

Date : May 14, 2010
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ASIAN TERMINALS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

March 31,
2000 {Unaudited )

December 31,

2009 { Audited)

ASSETS

Current Assets

{In Thousands)

Cash and cash equivalents P 1273597 P 814,339
Trade and other receivables - net 186,919 330,175
Spare parts and supplies - at net realizable value 149,523 141,422
Prepaid expenses 188,780 76,012
Total Current Assets 1,898,820 1361,948
Noncurrent Assets
[nvestment in an associate - at equity 69,106 {4,828
Property and equipment - net 1,692,529 1,718,179
Inungible nssets - net 4,725,522 4,715,033
Other financial assets 26,237 25,958
Deferred tax nssets - net 8,800 10,721
Other noncurrent assets 101,053 110,579
Total Noncurrent Assets 6.623.247 6,645,298
TOTAL ASSETS P 8522067 P 8.007.246
LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables P 933827 P BEBO,031
Current portion of interest-bearing loans
other finaneial liabilities 15,71 16,378
Provisions for claims 48,683 53,014
Income and other taxex pavable 265,926 120,011
Total Current Liabilities 1.264,157 1,069,434
Noneurrent Linhilities
[nterest bearing loans and other financial
linbilities - net of current portion 882,197 887.631
Pension liability 7.767 7.138
Total Noncurrent Liabilities 589 963 804,769
Equity Attributable to Equity Holders of the Parent
Capital stock 2,000,000 " 2,000,000
Additional paid in capital 264,300 204,300
Retained carmnings 4.098,044 3,773,393
Other reserves 4,692 4,692
6,367,036 0,042,385
Non-controlling Interest 911 658
Totul Equity 6367947 6,043,043
TOTAL LIABILITIES AND EQUITY P 8,522,067 P 8.007,246
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ASIAN TERMINALS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

{Unaudited, In Thousands, Except Per Share Datal

For the three months
Ended March 31

2010 2009
REVENUES P 1,167,312 P 934.426
COSTS AND EXPENSES (698,324) (573.876)
OTHER INCOME AND EXPENSES
Finance cost (24,2068) (71,328}
Finance income 4,439 10,390
Net gains on derivative instruments 6,403 4,191
Others - net 4,648 12,705
INCOME BEFORE INCOME TAX 460,209 316,508
INCOME TAX EXPENSE
Current 133,384 88,768
Deferred 1.921 el
135,305 90,025
NET INCOME P 324904 P 226,483
Attributable To:
Owners of the Parent Company P 324,652 P 226,387
MNon-controlling interest 253 06
P 324904 P 226,483
Basi¢/Diluted Earnings Per Share Attributable
r .16 P 011

to Owners of the Parent Company
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ASIAN TERMINALS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the three months ended March 31

2014 2009
i Thensinds)

Fair value gain on cash flow hedges P - P 656
Tax on items taken directly to eguity - (198)
Net Income recognized directly in equity - 458
Net income for three months 324904 226483
Total recognized income and expense for the vear P 324904 P 236.941
Attributable To:
Equity holders of the parent P 324,652 P 226,845
Minority interests 253 96
P 324904 P 226941
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ASIAN TERMINALS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(In Thousands)

Retained Earnings

Common Stock Additional Appropriated for Unappropriated Other Total Non-controlling Total Equity
u - - ~ Paid-in Capital  Port Development Reserves Interests

Balance at January 1,2010 P 2,000,000 P 264,300 P 500,000 P 3,273,393 P 4,692 P 6,042,385 P 658 6,043,043
Net income for the period 2l Nl R (I - . 32462 @0 - 324,652 253 324,904
Balance at March 31, 2010 P 2,000,000 P 264,300 P 500,000 P 3,598,045 P 4,692 P 6,367,037 P 911 6,367,947
Balance at January 1, 2009 P 2,000,000 P 264,300 P 500,000 P 2,611,716 P (57,136) P 5,318,880 P 681 5,319,561
Net income for the period - - - 226,387 226,387 96 226,483
Other comprehensive income

Fair value gain on cash flow hedge,

net of tax ] il - SR - f il 458 458 - 458
Balance at March 31,2009 P 2,000,000 P 264,300 P 500,000 P 2,838,103 P (56,678) P 5545725 P 77 5,546,502
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ASIAN TERMINALS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the three months ended March 31
2010 2009
iin Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES

Income before income tax P 460,209 P 316,508
Adjustments for;
Depreciation and amorti zation 115,584 117,002
Finance cost 24,268 71,328
Finance income (4,438} (10,390)
Met losses on derivative instruments (6,402) (4,191)
Net unrealized foreign exchange loss 4,023 396
Equity in net eamings of an associale (4,278) (4,198)
Loss (gain) on disposals of:
Property and equipment 5 (92)
Intangible Assets - 344
Amaortization of noncurent prepaid rental 322 322
Ciperating meome before working capital changes 559,340 487.029
Decrease (increase) in
Trade and other receivables 43,550 31,636
Spare parts and supplies (8,101} (3 413)
Prepaid expenses (112,769) (76,970)
Asset held for sale - (1,876)
Increase (decrease) in:
Trade and other pavables 36,240 {40,313)
Provisions for claims {4,330) 4,069
Taxes payables 12,531 7,802 .
Cash generated from operations 556,460 401,964
Finance cost paid {46) (20,433)
Net cash provided by opemting activities 556,414 381,531

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:

Property and Equipment {3,503) (14.514)

Intangible assets (96,919) (33,600)
Finance income received 3,854 11,307
Increase in other noncurrent assets 3477 2,629
Proceeds from disposals of:

Property and Equipment E (48

Intangible assets - 366
Decrease in deposits {41} (924)
Net cash used in investing activities (93,133) (34,188)

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of:

Long-term debt = (25,000)
Cash used in financine activities - (23,000)
NET INCREASE IN CASH

AND CASH EQUIVALENTS 463,281 322,343
EFFECT OF FOREIGN EXCHANGE RATE CHANGES ON CASH

AND CASH EQUIVALENTS (4,023} (397)
CASH & CASH EQUIVALENTS

AT BEGINNING OF YEAR 814,339 1,182,187
CASH & CASH EQUIVALENTS y

AT END OF YEAR P 1,273,597 p |.504.133
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SELECTED
EXPLANATORY NOTES
March 31, 2010
fAmaounts in Thousands)

1. Segment Information

Information with regard to the Company's significant business segments is presented below:

As ol and bor the three months eadol Manch 302000 As of and for the thror monibs eadeld March 3, 3

Firts Non-Furis Total Farts NunFerty Tutal

Raveiives Ly [RAEE T8 N Hland P LIGTIRE I* BOOATO P 131957 B CRERE
Iungible Assew (oxeluding
punnlwig) 4R340 1 . 4,683,461 4841537 . 4041537
'mrperty 2nd equipment = nex LTI 137100 1 592,520 208934 145017 1, 70094 |
Tustal ewcts BRI T 522 067 048,475 | B TI00 LI
Total labriliticy LENDI 3 25,120 Tk LR (T EA L 12070613
Capal oaperalifmres

Intamgitde Amigta LI L] . AL 33,600 » LN

Propery =nd exjuipmen 1987 il 3.5a3 13,661 (AL (LR EE]
Deprecintion amd imor e ion WT AN 17994 115, 584 UH 746 | K240 117713
Nimcnsh ex penses (ineaineh other
Whan deprecealion unal amisriization 41

2. Trade Receivables - net

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

As of December 31,
As of March 31, 2010 2009
Up o 6 months I"280,837 P322.354
Chver 6 months 1o | vear - -
Owver | year - -
Tuotal ] P280,837 P322.354
3. Property and Equipment
A summuary of property and equipment follows:
Pt baciibem e gran [ ] Fumiums. lates Trermpotston and Corafucion Warei 3, Ccarnias 31
and BoLEmeTT | ST TR and oqupment O ST | o 00 OO0 Ak
Cost
Balances 2 Begrring of yas e WA P 07263 P A1 P 030 B 130555 P oA P ASEEE P 1200456
At & - o 2.8 ETE ™ R £, B0 05
[ . - . . = £ S5 1Y
Eacrniorors . 1887 - 3y £ [Te1i 0 ] i M e
Reterwry | - = Bt . - i
Eaarcs & s of jusr 16T R & O3B 7T !ﬂg.'s AFE 414 131N =] 1450 129 3 ASH B
onTied deprecalon g =
TR
Balarce @ tegnning o yoat o] 758,156 A AT 4aar1a B2 1,738,507 1,078 368 T
Adctons 250 16176 3 4,00 am . =15 VN0 R
Cimprmats ; = . . 2 . {48130
Fecasforon 42 B
ity - - - - - - LY 3 =]
Barce = wro o pax L] iz 0 13 =i wan - 1767 550 ¥ TR AT
it DOCW B P @B . iLETYs P m P MIE B MNEl P HETD S 1,857 5 - P LTI8 179
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4. Intangible Assets

March 31, December 31, 2009

200 [Audited)
Groodwill P 42,060 P 42 060
Service concession 4,683,461 4,672,973
Toral P 4,725,522 P 4,715,033

The movements of service concession are as follows:

March 31, December 31, 2000

20010 {Audited)
Cuost
Balance at beginning of year P 7432086 P 7434973 .
Additions H6,919 20,197
Derecagnition (1,372) (23.084)
Balance at end of vear 7,527,633 7432080
Accumulated amorization
Balance ot heginning of vear 2,759,113 2436628
Amortization for the yvear B6,431 343407
Drerecognition (1372 {20,4923)

2058113
4672973

2.844.172
4683460 P

Balonce at end of year

Carrying amount [

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

5. Trade and Other Payables

December 31,

March 31,2010 2009 (Audited)
2 e

Trade P 54494 P 56,191
Accrued expenses 535,058 499 488
Due to government agencies 227,274 228,933
Shippers' and brokers' deposits 54,533 30,693
Due to related parties 7,725 -

Others 54,742 &.725
Tuotal P 933,827 P 380,031




6.

Interest bearing loans and other financial liabilities

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

Long-term Debt

There was no movement of long-term debt during the three-month period

Additional information on the Company's long-term debt as of March 31, 2010:

Cutstanding Maturity
Amount Date(s) Interest rate
December 13, |Applicable IU.':-’CHT MARTI
Syndicated FFRN-Tranche 3 P300,000 (2014 plus spread
December 19,  [Applicable T-year  MART
Syndicated FRN 330,000 (2012 I plus spread
Total 250,000
Less current portion {0
Long-term debt — net of current
portion PRS0.000
The Company had no outstanding foreign debr,
All long-term debts are at fixed interest rates.
Derivative Liabilities
December 31,
March 31, 20 = :
e 10 2009 (Audited)
Current - Foreign currency option P 15,721 P 16,378
Moncurrent - Foreign currency oplion 37,321 43,067
Total P 53,043 P 59,445
Financial Liabilities
December 31,
arch 31, 21 y
AIHNCH L 2009 (Audited}
Current
Derivative liabilities P 15,721 P 16,378
Moncurrent
Long term debt 850,000 B50.000
[Debt issue cost {5.125) (5.,436)
Derivative liabilitics 37,322 43.0607
Total P 897,918 P 404,009
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Financial Risk Management Objectives and Policies

The Company's principal financial instruments, other than derivatives, comprise ol loans from
banks and other financial institutions. The main purpose of these financial instruments is to
raise [inancing for the Company's capital expenditures and operations. The Company has
various financial assets such as trade and other receivables and deposits, which arise directly
from its operations.  Other financial instruments include available-for sale investments and
derivative instruments.,

The main risks arising from the Company’s financial instruments are interest rate risk, foreign
currency risk, credit risk, and liquidity risk. The Board of Directors reviews and agrees on
policies for managing each of these risks,

Interest Rate Risk
The Company’s exposure to the risk changes in market interest rates relates primarily to the
Company’s long-term debt obligations with floating interest rates.

The Company’s policy is to manage its interest cost using a mix of fixed and variable rate
debts. To manage this mix, the Company enlers into interest rate swaps, in which the
Company agrees to exchange, al specilied intervals, the difference between fixed and variable
rale interest amounts caleulated by reference to an agreed-upon notional principal amount,
These derivative instruments are designated to hedge underlying debt obligations,

As of March 31, 2010 all of the Company’s borrowings are at a fixed rate of interest,
therefore, a change in market interest rate at the reporting date would not affect net income.

Liguidity Risk

The Company monitors its risk to a shortage of funds using a liquidity planning tool. This
tool considers the maturity of both the Company’s finanecial investments and financial assets
and projected cash flows from operations, among others. The Company’'s objective is to
maintain a balance between continuity of funding and fexibility through the use of bank
loans.

The table below summarizes the maturity profile of the Company’s financial liabilitics based
on contractual undiscounted payments:

As of March Carrying On Less than 312 lta3 >5
31, 2010 Amount demand 3 months manths YEArs VENrS Tatal
Intercst- PRYT.O17 P F17.612 PER, 566 1,149,645 P= | 1?1,255.826
bearing  loans
und other
financial
linbilities
| Trade and 433 827 174,704 216,922 542,201 - - 933 827
| _other payables —— ]
| Total P1,831,744 P174,704  P234,534 PGI0TET | PI1,149,648 P- | P2,189,653
As of
December 31,
2009 Carrying On Less than 3o 12
[Audited) Amount demand 3 months months 1 1o 5 vears | =5 yeury Toal
Interest- [ S BRI - P17.669 PEY, [ 66 Pl 155,443 - P1.262.278
bearing  loans
and other
financial
linbilities
Trade and RE0,031 178,645 205,750 495,626 - - RR0,031
other payables
Total P1.784.040 P178.645 P223.419 PSE4.B02 | PL55443 P- | P2142,309
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Credit Risk

The Company trades not only with recognized, creditworthy third parties. It is the Company’s
policy that all customers who wish to trade on eredit terms are subject 1o credit verification
procedures. In addition, receivable 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, to assess the credit standing of customers, In addition, a portion
of revenues is on cash basis.

With respect to credit risk arising from the other financial assets of the Company, which
comprise cash and cash cquivalents, nontrade receivables, deposits, available-for-sale
investments and certain derivative instruments, the Company’s exposure to credit risk arises
from default of the counterparty, with a maximum exposure equal to the carrying amount of
these instruments. Since the Company trades only with recognized third parties, there is no
requirement for collateral.

There are no significant concentrations of credit risk within the Company.

As of March 31, 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.

Foreign Currency Risk

The Company has foreign currency financial assets and liabilities arising from US dollar
(USI¥)-denominated revenues, lease payments, PPA fees, and other [orcign currency-
denominated purchases by operating units.

The Company’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 short-
term imbalances.

The Company’s foreign currency-denominated accounts are as follows:

As of March 31, | As of December
2010 31, 2009
Assets:
Cash and cash equivalents LUS§4,901 LJ555,461
Trade and other receivables 871 673
5,772 6,134
Liabilities:
Trade and other payables 119 1,264
Net foreign currency-denominated assets /555,653 LIS54,570
Peso equivalent P255,364 | P225,021

The following table demonstrates the sensitivity to a reasonably possible change in the US
dollar exchange rate, with all other variables held constant, of the Company’s income before
income tax and equity.

Increase/Decrease in LS, Effect on Income Effect.on Equity
dollar Exchange Rate Before Income Tax )
March 31, 2010
+5%, P12,768 PB.938
-5% (12,768) (#9538}
December 31, 2009
5% P11.251 P7.876
i -5% (11.251) (7.876)
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Capital Manasement

The primary objective of the Company’s capital management is to ensure that it maintains a
strong credit rating and healthy capital ratios in order to support its business and maximize

sharcholder value,

The Company considers capital to include paid-up capital, retained earnings, and other
reserves. The Company manages its capital structure and makes adjustments to it, in light of

changes in economic conditions. To maintain or adjust its capital structure, the Company may
adjust the dividend payment to shareholders, return to capital shareholders or issue new shares.

MNo changes were made in the objectives, policies or processes during the period ended March

31, 2010.

The table below shows the capital structure of the Company,

As of March 31,

As of December

2010 31, 2009
Capital Stock P2,000,000 P2,000,000
Additional paid-in capital 264,300 264,300
Retained Earnings 4,098,044 3,773,393
Other reserves 4,692 4,692
TOTAL P6,367.036 P6,042.385

Financial Instruments

The table below presents a comparison by category ol carrving amounts and estimated fair
values of all the Company’s financial instruments,

As of March 31, 2010 As ol December 31, 2009 )
Carrying Fair Values Carrying Fair Values
Values Values
Financinl assets:
Loans and receivables:
Cash and cash equivalents P1,273.597 P1,273,597 PE14,339 PE14,339
__ Trade and other receivables 2EG.919 286,919 | 330,175 330,175
Deposits 23,585 28,799 23,306 28,819
.- 584,101 1,589,315 1,167,820 1,173,333
Available-for-sale financial 2,652 2.652 2,652 2.652
assels
P1.586.753 P1.591.967 P1,170.472 P1,175,985 |
Financial liabilities: |
Financial liabilities a1 FVIPL- |
Derivative liabilities P53.043 P53,043 P59.445 1’59445 |
Onher finaneial liabilities: [ il
| Trade and other payables 933,827 933,827 BE0.031 HEO.031
i Interest-bearing loans  and :
| borrowings (Fixed rate) 844,875 1,036,484 Hdd 564 LO13,311
: 1.778.702 L7031 | | 1,724,595 1,803,342 |
P1.831.745 P2.034.354 P1.784.040 1,952,787 |
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Fair Value of Financial Instruments
The following methods and assumptions were used 1o estimate the fair value of each class ol
financial instrument for which it is practicable to estimate such value.

a. MNonderivative inancial instruments

The fair values ol cash and cash equivalents, trade and other receivables and trade and
other pavables are approximately equal to their carrying amounts due to the short-term
nature of these transactions.

The fair value of fixed rate interest bearing loans is based on the discounted value of
future cash flows using the applicable rates for similar types of loans. The discounts rates
used range from 3.96% to 6.30% in 2010,

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

Quoted market prices have been used to determine the fair values ol listed available-for-
sale investments. The fair values of unlisted 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 market rate of interest for a similar instrument.
The discount rates used are 5.70% and 8.17% in 2010,

b. Derivative instruments
The fair values of the interest rate swap were based on counterparty valuation,
The embedded currency options in a lease contract were valued vusing Garman-Kohlhagen
aption pricing model that takes into account such factors as the risk free USD and PHP

interest rates and historical volatility rate.

Derivative Not Accounted for as Hedee

= Embedded Currency Derivatives

The Company has entered into an agreement with Provincial Government of Province
of Bataan leasing a 10-hectare portion of land to establish a land-based bulk grain and
cargo terminal. Future lease payments are indexed to USD:PHP exchange rate
changes, in which additional payments will be made if the prevailing exchange rate
breaches a specified base exchange rate, which is the spot rate prevailing on contract
date. The total lease fee per the 1993 contract (before taking into account adjustments
resulting from changes in the foreign exchange rates) amounted to P296.8 million.

The derivative liability reported for these embedded foreign currency option as of
March 31, 2010 amounted to P33.0 million.
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Fair Value Changes on Derivatives
The net movements in fair value changes of all derivative instruments are as follows;

As of March 31, As of December 31,
2010 2009
Balance, beginning P 59,445 P107,382
Net changes in fair value of
derivatives:
Designated as accounting (24.665)
hedzes =
Mot designated as (6.990)
accounting hedges (2.475)
56,970 TH,037
Less fair value of settled 16,592
instruments 3.927
Balance, end P 53,043 P59.445

Fair Value Hierarchy

The different levels have been defined as follows:

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

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilitics

Leveal 2:

inputs other than quoted prices included within Level 1 that are observable for the

asset or liability, either directly (i.e., prices) or indirectly (i.e., derived from prices)

Level 3:
(unobservable inputs),

inputs for the asset or liability that are not based on observable market data

| Level 1 Level 2 Level 3
As of March 31, 2010 =
Available-for-sale financial | Po33 P- P1.719
HAsscts i |
Financial Liabilities  at P- P53.043 P-
FVPL - Dervative
| liahilities
As of December 31, 2009 |
Available-for-sale financial P933 P- sl el B
Hssels
Financial  Liabilities  at P- P53.,043 -
FVEL Derivative

liabilities
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