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ASIAN TERMINALS, INCORPORATED

Securities and Exchange Commission

SEC FORM 17-Q

NBCHI VD ST T & H!I.I'I' -

Quarterly Report Pursuant to Section 17 of the Securities Regulation (mﬂﬁﬁ'f ?~2 (b) thereunder
|. Tor the quarter ended ; September 30, 2017

2. Commission identification Number i 133653

3. BIR Tax Identification No. ; 330-000-132-413-V

4. Exacl name of issuer as specified in its charter : ASIAN TERMINALS, INC,

5. Province, country or other jurisdiction of incorporation or organization: Manila, Philippines

6. Industry Classification Code 5 (SEC Use Only)

7. Address of issuer’s principal office - A. Bonifacio Drive South
Harbor, Port Area, Manila

8. Issuer’s telephone number, including area code : 528-6000 (telephone number),

1018 (area code)

9. Former name, former address and former fiscal year, it changed since last report:  A. Bonifacio Drive,
South Harbor Port Area, Manila

T | 2.000,000.000 shares

11.  Are any or all of the securities listed on the Stock Exchange?
Yes [ X ] No [ ]
It yes, state the name of such Stock Exchange and the class/es of securities listed therein:

Philippine Stock Exchanpe Commaon Shares

[2. Tndicate by check mark whether the registrant:
(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17 thereunder and
Sections 26 and 141 of the Corporation Code of the Philippines, during the preceding twelve (12)
months (or for such shorter period 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 [ ]



ASIAN TERMINALS, INC.
Securities and Exchange Commission Form 17-0Q)

PART T - FINANCIAL INFORMATION

Item 1. Financial Statements

With reference to the attached interim financial statements:

» There were no commaon stock equivalents issued during the period. As such, basic and diluted
camnings per share were the same. Eamings per share for the period is shown in the accompanying
Consolidated Statements of Comprehensive Income.

» The Company applied Philippine Financial Reporting Standards (PI'RS) in preparing the conselidated
financial statements,

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

e Information regarding the business segment is reported under item 1 of the attached Sclected
Explanatory Notes.

* There was no material evenl subsequent to the end of this interim that hiad not been reflected in the
financial statements of this interim period.

» There had been no uncertainties known to management that waould cause the financial information not
to be indicative of fuliire aperating results and financial condition,

New Standards, Amendments to Standards and Interpretations

The following are the new standards, amendment to standards, and interpretations, which are effective January
1, 2017 and are applicable to the Company and none of these is expecied to have a significant effect on the
cansolidated financial statements!

»  Disclosure initiative (Amendments 1o PAS 7). The amendments address financial statements users’
requests for improved disclosures about an entity’s net debt relevant to understanding an entity’s
cash flows. The amendments require entities to provide disclosures that enable users of financial
statements 10 evaluate changes in liabilities arising from financing activities, including both changes
arising from cash flows and non-cash changes — e.g. by providing a reconciliation between the
opening and closing balances in the statement of financial position for liabilities arising from
financing activities.

The amendments are effective for annual periods beginning on or after January 1, 2017, Early
adoption is permitted. When an entity first applies the amendments, it is not required to provide
comparative information for preceding periods.

*  Recognition of Deferred Tax Assets for Unrealized Losses (Amendments to PAS 12). The
amendments clarity that:

* the existence of a deductible temporary difference depends solely on a comparison of the
carrving amount of an asset and its tax base at the end of the reporting period, and is not affected
by possible future changes in the carrying amount or expected manner of recovery of the asset;

* the calculation of future taxable profit in evaluating whether sutficient taxable profit will be
available in future periods excludes tax deductions resulting from the reversal of the deductible
temporary differences;



e the estimate of probable future taxable profit may include the recovery of some of an entity's
assels for more than their carrying amount i there is sulficient evidence that it is probable that
the entity will achieve this; and

* an entity assesses a deductible temporary difference related to unrealized losses in combination
with all of its other deductible temporary differences, unless a tax law restricts the utilization
of losses to deduction against income of a specific type.

The amendments are to be applied retrospectively for annual periods beginning on o after January
1, 2017. Early adoption is permitted. On initial application, the change in the opening equity of the
carliest comparalive period may be recognized in opening retained earnings (or in another
component of equity, as appropriate), without allocating the change between opening retained
carnings and other components of equity, IF an entity applies the relief. it shall disclose that fact.

Effective January 1, 2018

= PFRS 9, Financial Instruments (2014). PFRS 9 (2014) replaces PAS 39, Financial Instruments;
Recognition and Measurement and supersedes the previously published versions of PFRS 9 that
introduced new classifications and measurement requirements (in 2009 and 2010) and a new hedge
accounting model (in 2013). PFRS 9 includes revised guidance on the classification and
measurement of financial assets; including a new expected credit loss model for caleulating
impairment. guidance on own credit risk ‘on financial liabilities measured at fair value and
supplements the new general hedge accounting requirements published in 2013, PFRS 9
incorporates new hedge accounting requirements that represent a major overhaul of hedge
accounting and introduces significant improvements by aligning the accounting more closely with
risk management.

The new standard is 1o be applied retrospectively for annual periods beginning on or atter January
1, 2018. with early adoption permitted.

The Group is assessing the polential impact on its consolidated financial statements resulting from
the application of PFRS 9.

= PFRS 15, Revenue from Contracts with Customers replaces PAS 11, Construction Contraces, PAS
18 Revenue and related Philippine Interpretations. The new standard introduces a new revenue
recognition model for contracts with customers which specifies that revenue should be recognized
when {or as) a company transfers control of goods ot serviees to a customer at the amount to which
the company expects o be entitled. Depending on whether certain criteria are met, revenue is
recognized over time, in a manner that best reflects the company’s performance, or at a point in
time, when contral of the goods or services is transferred to the customer. The standard does not
apply to insurance contracts, financial instruments or lease contracts, which fall in the scope of
other PFRSs. It also does not apply if two companies in the same line of business ¢xchange non-
monetary asscts o facilitate sales to other partics, Furthermore, i’ a contract with a customer is
partly in the scope of another IFRS. then the guidance on separation and measurement contained in
the other PFRS takes precedence.

The new standard is effective for annual periods beginning on or after January 1, 2018, with early
adoption permitted.



Item 2. Management’s Discussion and Analysis of Results of Operations and Financial Condition
Consolidated Results of Operations for the nine months ended September 30, 2017

Revenues for the nine months ended September 30, 2017 totaled P7.723.1 million. up by 13.7% from
P6,795.3 million in the same period last year on account of higher volumes for international containerized
cargo operations in South [arbor and Batangas.

Government share in revenues for the nine months of 2017 amounted to P1,393.4 million, 14.6% higher than
P1.216.1 million last year resulting from higher revenues subject to port authorities’ share.

Cost and expenses rose by 4.4% to P3,317.7 million in the first nine months of 2017 from P3.176.9 million
in the same period last year. Labor costs of P948.5 million this year were up by 6.8% compared to P888.0
million last year due to salary rate increases and higher overtime costs related to higher volumes.
Depreciation and amortization in 2017 increased by 7.8% to P901.2 million from P835.7 million in 2016.
Equipment running costs went up by 21.0% to P432.4 million this year from P357.3 million last year due to
higher usage of equipment spare parts and higher fuel costs resulting from higher prices and higher
consumption. Taxes and licenses in 2017 of P342.0 million were higher by 80.4% compared to P189.6
million in 2016 due to higher real property taxes. Security, health, environment and safety increased by 5.0
% to P124.6 million in 2017 from P118.8 million in 2016. Management fees of P106.5 million in 2017 were
higher by 25.5% than P84.9 million in 2016 following higher net income. Facilities-related expenses in 2017
was P1I1.5 million, 10.0% up from P101.3 million in 2016 duc to higher 1T costs, General transport
amounted to P31.1 million in 2017, significantly higher than P10.5 million in 2016 on account of higher
trucking costs.

Rentals of P98.1 million in 2017 declined by 11.8% to P111.2 million in the same period last year due to
lower equipment rentals. Insurance of P47.4 million in 2017 were lower by 7.3% compared to P51.1 million
last year due to lower insurance premiums. Professional fees in 2017 of P15.4 million went down by 87.2%
from P120.8 million last year, on account of higher legal expenses and consultancy fees last year. Other
expenses in 2017 amounted to P155.5 million, 48.8% lower compared to P303.5 million last vear due to
lower communications, advertising and corporate responsibility.

Finance income in 2017 of P61.5 million were higher by 35.4% against P45.5 million last year due to higher
interest rates for money market placements. Finance costs in 2017 of P427.2 million were lower by 2.3%
vs. P437.2 million in 2016 due to declining interest expense on concession rights pavable. Others-net
increased o negative P206.9 million in 2017 from negative P51.6million in 2016 mainly due to fair value
losses on cash flow hedge and forex losses on port concession rights payable following the depreciation of
the Philippine Peso against the US Dollar.

Income before income tax in the first nine months of 2017 of P2.439.3 million grew by 24.5% from P1,958.9
million in the same period last year. Provision for income tax increased by 26.3% to P672.1 million in 2017
from P532.3 million in the same period last vear.

Net income for the nine months ended September 30, 2017 of P1.767.2 million was up by 23.9% from
P'1,426.7 million for the same period last year. Excluding the foreign exchange gain (losses) attributable 1o
port concession rights payable, net income would have been P1,953.7 million for the first nine months of
2017, 25.9% higher compared to P1,551.9 million for the same period last vear. Earnings per share this vear
was PO.BE, last year wis 0,71,

The Company is alfected by the local and global trade environment. Factors that could cause actual results
ol 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 nine months of 2017:



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

= There had been no significant element of income that did not arise from the Company’s continuing
operations.

¢ There had been no seasonal factor that had a material ¢ffeet 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.

» 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 as of September 30, 2017 increased by 6.8% to P24,722.9 million from P23,139.0 million as of
December 31, 2016. Current assets rose by 18.7% to P8§,413.9 million as of September 30. 2017 from
P7.090.2 million as of December 31, 2016. Cash and cash equivalents of P6,998.9 million as of September
30, 2017 was higher by 19.0% compared to P5,881.2 million as of December 31, 2016. Trade and other
receivables-net of P456.3 million as of September 30, 2017 increased by 7.0% from P426.5 million as of
December 31, 2016. Spare parts and supplies-net as of September 30, 2017 rose by 16.5% to P366.4
million from P314.6 million as of December 31, 2016. Prepaid expenses as of September 30, 2017 of
P593.3 million were higher by 26.8% than P467.9 million as of December 31, 2016 on account of the
unamortized portion of prepaid real property and business taxes for the year.

Total noncurrent assets of P16.309.0 million as of September 30, 2017 was slightly higher than the
P16.048.8 million as of December 31, 2016. Investment in an associate increased by 32.5% to P72.4
million as of September 30, 2017 from P54.7 million as of December 31, 2016 due to higher equity in net
carnings from an associate. Property and equipment — net amounted to P472.8 million, slightly down from
P483.2 million as of December 31, 2016 on account of depreciation for the period. Intangible assets — net
and goodwill of P14,842 4 million was higher than P14,716.5 million as of December 31, 2016. The
acquisitions of property and equipment and intangible assets, which amounted to P65, 1 million and P951.9
million, respectively, was partially offset by the increase in depreciafion and amortization. Deferred tax
assets —net amounted to P873.1 million as of September 30, 2017, 19.0% above the P733.5 million as of
December 51, 2016, Other noncurrent assets decreased by 20.7% 10 P48.3 milkion as of September 30,
2017 from P61.0 million as of December 31, 2016 due to amortization of input taxes on additions to
property and equipment and intangible assets.

Total liabilities increased by 5.7% to P12.,025.2 million as of September 30, 2017 from P11,378.9 million as
of December 31, 2016. Trade and other payvables rose by 27.4% to P2,549.2 million as of September 30,
2017 from P2,000.4 million as of December 31, 2016. Trade and other payables are covered by agreed
payment schedules. Provisions for claims of P52.4 million as of September 30, 2017 increased by 2.9%
from P50.9 million as of December 31, 2016. Concession rights payable (current and noncurrent) as of
Seplember 30, 2017 totaled P8,979.3 million slightly decreased by 0.1% from P8,985.9 million as of
December 31, 2016. Income and other taxes payable of P260.0 million as of September 30, 2017 was higher
by 31.4% compared to P197.9 million as of December 31, 2016 due to income tax for the third quarter of
2017. Pension liability of P184.2 million were up by 28.1% as of September 30, 2017 from P143.9 million
as of December 31, 2016,

Consolidated Cash Flows

Net cash provided by operating activities in the first nine months of 2017 was P3,538.3 million, 16.5%
higher than P3.036.0 million in the same period last year due to higher operating income.

MNet cash used in investing activitics in the first nine months 2017 of P988.4 million was significantly
higher by 171.6% than P363.9 million in the same period last vear due to higher acquisition of property
and equipment and intangible assels.



Net cash used in financing activities in the first nine months of 2017 was P1,438.4 million, 5.0% higher
than P1.370.4 million in the same period last vear due to higher payments of port concession rights payable
and cash dividends.

Key Performance Indicators (KP1)

KPIs discussed below were based on consolidated amounts as portions pertaining to the Company’s

subsidiary ATI Batangas, Inc. (ATIB) were not material. As of end September 2017:

e ATIB’s total assets were only 10.8% of the consolidated total assets

¢ Income before other income and expense for ATIB was only 10.4% of consolidated income before
other income and expenses.

itg K 2 by
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Employved capital employed ]
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equity attributable 1o . . i !
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PART II. OTHER INFORMATION

On April 27, 2017, the Board of Directors of ATT approved a ¢ash dividend of P0.43 per share to stockholders
on record as of May 19, 2017. Dividends were paid on June 15, 2017. As of date of this report. the Company
has ordinary shares only.

Submissions of SEC Form 17-C:

Date Filed Reference Particulars
February 21, 2017 SEC 17-C Setting the date, venue, agenda and record date of
the 2017 Annual Stockholders’ Meeting and
closing of stock and transfer book: Approval of
the 2016 Audited Finanecial Statements;
Appointment of the independent auditors for
2017 Notice of Guidelines for Nominations for
Election to the Board of Directors

April 4, 2017 SEC.17.C Certification of Independent Director ( Teodoro
L. Loesin. Ir.)
May 2, 2017 SEC 17-C Results of the 2017 Annual Stockholders’

Meeting, Declaration of Cash Dividends. Record
and Payment Dates and Results of the
Organizational Meeting

July 3, 2017 SEC 17-C Resignation of Director (Mr. Paul Scurrah)

July 25,2017 SEC 17-C Election of Director (Mr. Mohammad Ali
Mohammad Ahmad)

August 11, 2017 SEC 17-C Audit Committee Self-Assessment [or 2016

August 29, 2017 SEC 17-C Board Approval of the Amendments to the Audit
Committee Charter

November 2, 2017 SEC 17-C Appointment of Mr, Chi Wai Chan as VP for

I | Group Operations replacing Mr. Bastiaan Hokke |
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ASIAN TERMINALS, INC. AND A SUBSIDIARY

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

{In Thousands)

September 30, December 31,
2017 (Unaudited) 2016 (Audited)
ASSETS
Currenl Assels
Cash and cash equivalents P6,997,832 P5,881,207
Trade and ather recevahles - net 456,349 426,466
Sparc parts and supplies 366,366 314,595
Prepaid expenses 503,349 467,939
Total Current Assets 8,413,896 7.000.207
Noncurrent Assets
Investment i an associale 72,409 54,654
Property and equipment - net 472,782 483,172
Intangible assets - net and goodwill 14,842 406 14,716,498
Deferred tax assets - net 873,066 733,450
Oither noncurcent asscts 45.343 60,997
Total Noncurrent Assets 16,309,006 16,048,771
TOTAL ASSEIS P24,722,902 23,138,978
LIABILITIES AND EQUITY
Current Liabilitics
Loans Payable
Trade and other payzahles P2,549,192 P2.000,359
Provizions for claims 82,401 S0 944
Port concession rights pavable - current portion 259,743 237,479
Income and other taxes payable 259,991 197,887
Total Current Liabilities 3,121,327 2,486,669
Noncurrent Liabilities
Port concession tights pavable - net of current portion 8.719.600 8.748.390
Pension liability 184,244 143,857
Total Noncurrent Liahilities 8,903,844 8.892,247
12,025.171 11,378.916
Fquity
Fquity Attributable to Equity Holders of the Parent Company
Capital stock 2,000,000 2,000,000
Additional paid-in capital 264,300 264300
Retained earnings 10,815,494 9,910,093
Hedpmp reserve (384,351) (415,403)
Famr value resarve (5.820) (5.820)
12,689,623 11,753,172
Non-controlling Interest 8,108 6,890
Total Equity 12,697,731 11,760,062
TOTAL LIABILITIES AND EQUITY P24.722.902 P23 138,978




ASIAN TERMINALS, INC, AND A SUBSIDIARY

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS

{In Thousands, xeept Mer Share Diata)

For the third quarter

For the nine months

ended September 30 ended September 30
07 2016 2017 2016
REVENUES FROM OPERATIONS P2.653,621 P2.398.210 P7,723,090 P6.795,292
GOVERNMENT SHARE IN REVENUES (496,717) (443,6349) (1,393,442) (1,216,065)
2,156,904 1,954,571 6,329,648 3,579,227
COSTS AND EXPENSES EXCLUDING
GOVERNMENT SHARE IN REVENLES {1,212,373) (1.213.864) (3,317,731) (3.176.940)
OTHER INCOME AND EXPENSES
Finance income 18,932 15,424 61,528 45,455
Fance cost {141,455) (144,590 {427.201) (437 216)
(ithers - net {16,762) (45, 855) (206,919) (51,3949)
(139,285) (1754200 (572,592) (443 360)
CONSTRUCTION REYV ENUES 437,697 120,574 951,887 360651
CONSTRUCTION COSTS (437.697) (120.574) (951,887) £350,651)
INCOME BEFORE INCOME TAX Bi5.246 565,287 2,439,315 1,958.927
INCOME TAX EXPENSE
Current 286,089 184,361 825,050 627,321
Deferred fﬁ3,ﬂ'351 {30.675) {152,922) 195,062)
213,904 153,086 672,128 332,260
NET INCOME P551.342 ["411.601 P1,767,197 P1.426,668
Income Attributable to
Equity Lokders of the Parent Company 580,804 411,114 P1,765,399 1,424 801
Non - controlling interest 538 487 1,798 1,867
P581,342 Pa11,601 P1,767,197 1"1,426,668
Basie/Diluted Earnings Per Share Attributable
to Equity Holders of the Parent Compan Fi.29 P0.21 Fi0.88 PU.71
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ASTAN TERMINALS, INC, AND A SUBSIDIARY
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousmds)

r For the third quarter For the nine months
ended September 30 ended September 30
7 2016 217 2018
NET INCOME FOR THE PERIOD P 581,340 P 411,601 P 1L762,197 P 1,426 668
OTHER COMPREHENSIVE INCOME
Items that iare or muy be reclassificd to profit or loss
Cash flow hedge - effective portion {38,236) {208,921} (137,234) (208,219}
Cash flow hedge - reclassified to profit or Toss 3,223 43, 166 181,593 131,541
Tax on items taken directly to equity 10,504 49727 (13,308) 23,003
{24,50%) {116,028} 31,050 (33.674)
OTIER COMPREHENSTVE INCOME FOR THE
PERIOD - Net of tay (24,50%) {116,024} 31,050 (33,674}
TOTAL COMPREHENSIVE INCOME P 556,831 P 295575 P 1,798,247 1.372.994
Total Comprehensive Income Attributable to
Equity Holders of the Parent Company 550,293 205086 F L796,44% P 1,371,126
MNom - comtroling mierest 538 487 1,798 1.867
P 556,831 "p 295573 P 1,798,247 P 1.372.994
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ASIAN TERMINALS, INC. AND A SUBSIDIARY

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

i Theusands, Except Per Share Dt

Attributable to Equity Holde rs of the Parent Company

Retnine d Earnings

Additional  Appropriated for Hedging Fair Value N om-controlling
Common Stock  Paid-in Capital Port Development Unapproprinted Reserve Reserves Tatal Interest Total Equity
Balanee af Januery |, 2017 P2 00,00 P24, 30 F7.,900,000 P2,00,095 (P 415.403) {F 5810) PLI753,172 Pa B} PLI 760,062
Clash diadends - PiE43 2 share for AT1 - - - {Stlb, DOl ) - - LRI {580} {860,580}
Met ieome for the period . . . 1,763,399 - - 1,765,399 1,79% 1,767,197
Other comprehensve heome
Cush Mo hedge - effective portion - pet of tax = - - - {90,063 ) - (96,063} - {26,003}
(ash flow hedee - reclassified fo prafit oc Joss - net of iy - - - - 117,115 = 127,115 - 127,115
Balance at September 341, 2007 2,000,000 P264. 300 P75, 000 P2915 493 (P384,351) (P 5,520  P12,689.623 PR.GE P12,697,731
Balarce at January 1, 2016 P2 G0 P26 300 P 100 GO0 I*2 /70,700 (P 28657R) P 58I P 10,742 602 P54 PI0T4TA2G
Cash dwidends - PO41 o share fior 4771 = - - { B200 00y - - R 00 [579) (R20.579
Purchase of ATIE Shares - = = = - - (230} {2200
et meome for the period C. : = 1424 801 1424801 1867 1AZGLGE
Cither comprehensive moome
Cush Maw hedpge - effective portion - net of tax = - - - {145,753) - (145.753) - {125.753)
Cash flow hedee - reclassitied o prafit o Josy - net ol 1y - - - - S0 - bz.074 = w0
Balance at September 30, 2016 [ 2 0000 3454 300 [, 100000 3275500 (P 340252} (P 58X} P11.203, 2% Po082 P11295820
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ASLAN TERMINALS, INC. AND A SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASI FLOWS

{In Thousande)
Vor the third guarter ended September 30 For the nine months coded September 30
2017 2016 07 s
CASII FLOWS FROM OPERATING ACTIVITIES N i
Inecene Befne o ax F 805,246 365287 P 2439315 P 1BaRu27
Adistreis for
Ticpraciation and amorfzatnn 283,204 262227 901,234 K35 A6
France-cosl 141,458 144 560 427,201 437216
Fmance incaine (18,932) (15424) {61,518) [45:455)
Wet unrcalimed foreien exchangs bases (gams) [242) 48,129 T80, 724 134,156
Equity in net earnings of an associate (L0357 (1L (32,084 [31.954)
Gaim (loss) oo disposals of:
Property nmd equammen: 191 - (57} (A9
Iningnble assels - 154 - {3413)
Operating income before working capal chinges 1,200,655 1014260 H54, 804 3284568
Decrease (merease) m
Trade ancd viher receivubies {29,167) 16278 {13,868) (| 50,235)
Spre parts and supplies (11,323) {3.508) (51,771 (33,104)
Prepaid expenscs 14,5933 57710 {125,411} {17.812)
Tnerease (dearease) m
Trinke nrd wtber pavobies 392,356 253156 £34,708 4Rk 554
Pronasiens for cliims 2.036G {39840 1457 (332)
. Mreone il ober tixes pavubie {50,603) [37441) (16,330) {15,226)
Ciesh penemied from operntbons 1,515,858 135450 4,223,592 IA36514
Frmmce megme recemved 18,4780 15128 54,178 43 R1S
Firmnce oot pand G200 {2855) 7158 (27
Income b paeid (3R RST) T 566) (T46.616) (644, 157)
Nt cash provided by operasing aclivities 1,234,701 L6257 3538308 3,035,051
CAS FLOWE FROM INVESTING ACTIVITIES
Propenty and Equipment (17,929) [9.106) (65,1453) (33,110
Intanginle gascts (437 .607) {120.374) {951 KR7) (360830
Decrease o other noncurTeat assois {1,006} 1.140 3377 43
Proceeds from disposals of
Prropergy-and Equipmant [ - 154 LI75
Intangible asacts - X - o172
Deerease {Tnorease ) m deposils 7554 (326) 16E3 (994)
Dnndends reccved - - 14,319 23568
et cash used in mveiting selivities (449,132) (128660 {9H8,367) (36305
CASH FLOWS FROM FINANCING ACTIVITIES
Payments of
Cash dividends - - (B60,000) (B20ENKE)
Cash dividerd to nonecontrolling inferesd - - (5H0) (579)
For concession rights payahie {192,590) (1925900 (577,765) (549,504
Pumchase of ATIE Shares - - - (2149
Nt cash used in fmancing aciivitics (192,590 {152 5000 (1,438.350) {13703
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS 592,979 TZE00T 1,113,592 L0160
EFFECT OF FOREIGN EXCHANGE RATE CHANGES ON CASH
ANDCASI EQUIVALENTS A5 135 5033 3644
CASIE & CASH EQUIVALENTS
AT BEGINNING OF YEAR &, 4101, T2 A BTG 5,881,207 4118761
CASH & CASI EQUIVALENTS
AT END OF YEAR F 6,997 432 FAMDEs P 6,997,532 B SAMiGE
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1.

SELECTED
EXPLANATORY NOTES
September 30, 2017
{Amounts in Thousands)

Scgment Information

The Company's segment information became solely Ports in 2010, following the discontinued non-port

operations in August 2010, Information with regard to the Company’s Port business segmenl 1s presented
below:

For the nine months ended September 30

2017 2016

Revenue P 7,723,090 p 6,795,292
Intangible Assets (exchuding goodwil) 14,800,345 14481445
Property and equipment - net 472,781 456,484
Total assets 24,722,902 22431899
Total liabilities 12,025,171 1,132,177
Capital expenditures

Intangible Assets 051,887 360,651

Property and equipment 65,053 35,110
Depreciation and amortization 901,224 435696

Trade Receivables - net
Presented below is the aging of the Company’s trade receivables - net.

As of September  As of December

30,2017 31, 2016 (Audited)
Up to 6 mimths P 401,448 P 380,465
Over 6 months to 1 year e -
Over | vear I -
Total P 401,448 P 80465

3. Property and Equipment

A summary of property and equipment follows:

Purl Lacilities Leasehold  Fumitares, Aixtures  Transportation and  Comstruction  September 30, lezember 31,
and equlpment  lmprovensens and eqoi pment ather equipment In-progress T 2016 {Andired)

Cust

Balanze al besnming ul yor " 143971 P 51450 P 416,700 I bl 18875 P 1313 r 1,204,302
Addition 1,787 4,395 26,630 10,351 21,971 5053 &L, 711
Dhsposals - - 15,524 (5,544) - 9.978 (23.7M1)
Raclasai sty 37T b 6,97 T} (212 L 57,04
Retirements - - { i) [753) - (918) (& 070

Brlanese of end of vear 1446055 LR 478 650 75,058 31,834 1,385,413 1311300

Accumulaled de preciation and
Amaortization:

Balande g bomtiming ol y s 116.034 356,260 247,575 108,265 - HI8.104 3362
Additions 6§ 463 1h5al 41,754 15,039 - 75,247 20095
[Hzposals - - 15,526 (5,549 - o074 (32 786)
Rixlasdification = - - - - = 5454
Rulirements - - {144) {570) - {7a1} (A.0aty

Balonce nt end of venr 122497 368,281 T 7. 180 = 912,637 RIE 134

Carrying Amount P .55 F 188,554 P 170951 P 5788 P 41,534 P 4TL7AE T 4E3,172
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4. Tntangihle Assets

As of Neprembér 20, 2047

Povt Concession Righes
Part
TpEint Fees Fined Fees  Inlias iraciorse SubTotal Cenndndll Tixéul
(T Thouscridy)

Elosds
Bulunce at beginning of year, o previously reported P INT000 P O9270.6% P O12.982,174 TP 228430968 P 41,066 P 22,585,008
Aokidfitinos - > 5] 88T 951,847 - 931 M8T
Thipas ol - - (141} (141} - (141
R clasgifications o T {15923} [15.913) - (15.%1%)
Ralance ar end ofyear 131@0 E _H?H.bﬂ*-l 13,218,098 23,479,791 41,060 23,521,451
Accwmulated de preciation aml amorizatdon:
Batance at beginming of vear, & presiously reported 40,414 1,399,582 5 A2 153 7409520 = T.BE9.51%
Additions 464 YT 27573 425 070 - 815979
s pua ks ‘ ~ (141} (141) z (141}
Reclpssifications > - {15,923) [15,913) - (1%5,91%
Balance at end of year = 49374 2AM9.510 5940442 BATY A4S E 8,677,445
MNert book valoe r 232,726 P 65HLIGGE I 777455 P 14.800346 P 42,060 F 14,842 4008

Av ol Dycembyr 31, 3008 (Audied)
Mot Ceecessan Keghis
Part

1 Ipfromt Fees Fixed Fees Infrasinsciims Hush Tenal Lol Lol
T Theoariavdi)

Cose:
Balance at hepmning of vear. as previonsh reportad P ARG P SITEE0 . P 12396535 P A195H 02 P 42060 T 22 MR
A i - - Ler kil E ] RIX918 - R3101K
Tipaca . - {186,722 (186723 z {186,723)
Heclsssifioatens = - 1$7.014) (5T004) - (57,0040
Botronsmis s LB (3144 (324 - (3244}
Balence ot ond wf year IR0 e 12982374 22043 057 420050 LSRG AT
Accomulsted deprecaition and wmorition;
Malence ot hepmomy of vear, a5 previoashy reported 2953 10125985 523243 T0A5. 783 - TGS TEE
A deirions 11,280 385,59 &19,561 LMTATT - L7437
Disposals - - (184,107 (1RLTOTY E {184,507
Fochsudiatms = - {SAe4) (M0404) 5 (36464)
Refrements . - (3.0 {3, 1008 - (31000
Mintence: nt end of year = A gl LIFSRI 5439133 TRGS.S1 - TR S
Mt book whse * ML P bE80L1D TISRI) IF 14674438 P Agen P 14,716,458

5. Trade and Other Payables

Seplember 30, December 31,

2017 2016 (Audicd)
Trade 137985 P 129,655
Accrued expenses:
Marketing, commmercial and promotkn 341,037 261,910
Persommel costs 246,408 161,570
Finance costs 148,568 157,198
Professional foes 153,006 156,105
Repairs ind mamtcnance 102,373 97,743
Corporite soctil responsthihity 37.56Y IR.A30
Rental 48,192 11,145
Trucksg Bxpenses 26,630 28,083
Securily expenses 41,704 12417
[M1fites 12,356 10,495
Safery and environment 3370 1897
Misccllancous accrucd cxpenscs 126,588 98,733
Tue to government agencics 735317 532,515
Equipment acquisitions 71,129 11381
Shippers! and brokers' deposits 79,335 76233
D to related partics 14,293 9.115
Oither Puyables 122,816 6314
P 2,549,192 p 2040, 359
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6. Other Income and Expenses

Finance cost is broken down as follows:
For the nine months ended September 30

2017 2016
Interest on porl concession rights payable P 421,214 T 431,024
Interest component of pension cxpense 5.692 3065
Interest on bank loans/credit facilitics 295 27
P 427201 P 437216

Finance income 5 broken down as follows:
For the nine months ended September 30

2017 2016
Interest on cash in banks and shori-lerm nvestments 60,193 P 44311
Accretion of rental deposits 1,336 1,144
P 61,528 | 45455

Others consisted of the following:
For the nine months ended September 30

2017 2016
Equity in net camings ol an associate P 32,084 P 31,9549
Development fund 7,720 -
Mandgement in¢ome 6,187 6,650
Penalty charges lor late delivery 3,893 :
Lease and olher neome - et 3.745 141,593
Income from nsurance ¢laims 264 76333
Foreign-cxchange (losses) gams < others 5,553 1,713
FForeign exchange lnsses - port concession rights pavable (80,605) (41.048)
__ Foreian exchange losses -cash flow hedge (185,758) (137.802)
P (206.919) P (51.599)

Forcign exchange gains (losses) — port concession rights payable resulted from revaluation of foreign
currency denominated port concession rights payable.

7. Financial Risk Management Objectives and Policies

The Company has various financial assets and liabilities such as cash and cash equivalents, trade and
other receivables, deposits and trade and other payvables, which arise directly from ils operations. The
main purpose of these financial instruments is to raise financing for the Group’s capital expenditures and
operations. Other Tnancial instruments include AFS financial assets.

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

Interest Rate Risk

The Company’s interest rate risk management policy centers on reducing the Company’s overall interest
expense and exposure to changes in interest rates. Changes in market interest rates relate primarily to the
Company’s cash and cash equivalents,
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The interest rate profile of the Company’s interest bearing financial instrument is as follows:
September 30, December 31,
2017 2016 (Audited)

Fixed Rate Instruments
Cash and cash equivalents P 6,997,223 P 5,880,613

Fuir Valwe Sensitivity Analysis for Fixed Rate Instruments

The Company does not account for any fixed rate financial assets and liabilities at fair value through
consolidated statements of income; therefore, a change in interest rates al the reporting date would not
aftect consolidated statements of income.

Liguidity Risk

The Company monitors its risk lo a shortage of Tunds using a liquidity planning tool. This tool considers
the maturity of both the Company’s finaneial investments and financial assets and projected cash flows
from operations, among others. The Company’s objective is 1o maintain a balance between continuity of
funding and flexibility through the use of bank loans,

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

Contraciual Cagh Flows
Less than 3 3o 12

Ay of 5eptember 30, 2017 Carrying Amount Ondemand  months =~ monoths 1 te 3 vears =35 vears Fotal
Trade and other payables 4 2,543,107 P 045001 P 497,181 PLIOGLID P - | P = P 2.549.192
P concexsbon rights payuble B.979.343 | - 195,711 587,136 3,978,362 9382850 14. 144,068
Tatal P 11,528,535 | P 943901 | P 592,894  PL.693345 P 3978351 | P 9382 850 P 16,693,252
Comtractual Cosh Flows
L.zas than 3 Jwmi2
Ay of Decembor 31, 306 (Audied) Canying Ameoanl On domamd rrarilhy il | los 5 vewrs 25 yEard Tnizal
Trade and other payahles F 2000359 P Tai222. P 425565 P 3135 P - P - F 2000350
Port conecssion riglts payals BOR5 Red - 19,005 SRI 056 3962327 b Os6IRS 14724 687
Total n 10986238 T TaLA P L e O G P L R > e DORLIREF P Mo 725046

The Company trades only with recognized, ereditworthy third partics, Tt is the Company’s policy that all
customers who wish to trade on credit terms are subject to credit verification procedures, Tn addition,
receivable balances are monitored on an ongoing basis with the result that the Company’s exposure (0
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 of cash
and cash equivalents, nontrade receivables, deposits, and available-for-sale investments. the Company’s
exposure to credit risk arises from default of the counterparty, with a maximum exposure equal to the
carrving amount of these instruments. Since the Company trades only with recognized third parties. there
is no requirement for collateral.
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Finaneial information on the Company’s maximum exposure to credit risk, without considering the
effects of collaterals and other risk mitigation techniques, is presented helow.

As of September  As of December

30,2017 31, 2016 (Audited)
Cash and cash equivalent P 6,997,223 p 5,880,613
Trade and other receivables - net 456,349 426466
Deposits 25,681 34958
ATFS tinancial assets 2,652 2.652

P 7,481,903 P 6,344,689

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

As of September 30, 2017, 100% of the total trade and other receivables which are neither past due nor
impaired are of high grade quality.

Foreign Currency Risk

The Company has foreign currency financial assets and liabilities arising from US dollar (USD)-
denominated revenues, lease payments, PPA fees, and other foreign currency-denominated purchases by
operaling umnits,

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.

As part of its foreign currency risk strategy, commencing July 1, 2014, the Company hedges the spot
exchange risk on the highly probable forecast US dollar revenue transactions using a non-derivative
financial instrument, port concession rights payable, which is denominated in US dollar. The financial
liability creates an exposure to the functional currency which offsets the foreign currency exposure on
the highly probable US dollar revenue stream. This type of hedging relationship is designated as cash
flow hedge.

The Company has assessed that 80% of the US dollar denominated stevedoring revenue for the designated
period is highly probable. However, the Company has designated 67% of the monthly US dollar revenue
as the hedged item for the next three years from the date of designation i.e. July 1, 2014,

The Company uses the port concession rights payable as a hedging instrument to hedge the spot exchange
risk in the highly probable forecast transactions.

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

As of September  As of Docember 31,

3n, 27 2016
Assets
Cash and cash cguivalents LS5977 LIS8307
‘Trade and other receivablis 87 122
1.064 429

Liabilities
Trade and other pavables 3,762 1,235
Pori concession rights pavable 147.004 149341

150, 7o 150,576
Met fareien currency-denomingled Habifiies (LSS149,702) (1IS8150,147)
Peso cquivalent (P7.607,107) (P7.465309)
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8.

The following lable 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 lax and

equity.

Ingrease/Pecrease m LS. dollar Exchangs Effect on Incoms

Rate Before Income Tax Elfect on Equity
September 30, 2017
g +5% P (380,355) P (266,249)
- 5% 380,355 266,249
December 31,2016
’ +5% p (373.265) P (261.286)
" 5% 373,265 261,286

Capital Management
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 ils capital structure, the Company may adjust the dividend payment
to shareholders, return to capital shareholders or issue new shares. No changes were made in the
objectives, policies or processes during the period ended September 30, 2017.

The Company is not subject to externally imposed capital requirements.

The table helow shows the capital structure of the Company,

Seplember 30, December 31,

017 2016 (Audiled)
Capital Stock P 2,000,000 2 (08,000
Addiiona paid-n capi) 204,300 TR
Remained Earnings 10,515,494 4910093
Hedging rezene (384,351) (415403)
Fair vale reserve (5.820) {3.820)
Lol P 12,689,623 ¢ 11.753.172

Financial Instruments

The table below presents a comparison by category of carrying amounts and estimated fair values of all
the Company’s financial insiruments.

As of September 30, 2017 Az of December 31, 2016
{Audited)
Carrying Values  Foir Valoes  Carrymge Values  For Yalues

Francial assels:

Lodrs amid receniabis
Cash und cash equivalcnts P 6997832 T 6997832 P 5881207 P 5881207
Trade and other reecivables - net 456,349 456,349 430466 426446
Diepisits 25,681 38426 34058 41426
7,479,862 7,492,607 342631 6349099
AFS fnancial asscls 3000 2,652 2,652 2 H52
P TABI B2 P 7495250 P 6345283 P 6351751
Frriniem] Eahifities;

Ortice Finarcind hailities:
Trade and other pavables PO2549.092 P 2549092 P 203 P Ip03sy
Port concession rights payeble 8979343 9,692,337 B985 560 10416202

P 11,528,535 P12241,529" P (0986208 P 1241663
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Fair Yalue of Financial Instruments
The fair values of cash and cash equivalents, trade and other receivables. and trade and other pavables
are approximately equal to their carrving amounts due to the short-term nature of these transactions.

Nonderivagive Finaneial Instruments

Quoted market prices have been used to determine the fair values of listed available-for-sale invesiments.
The fair values ol 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
were 3.81% and 2.91% in 2017 and 2016, respectively.

The fair value of port concession rights payable was estimated at the present value ol all future cash Mows
discounted using 5.92% and 11.48% for South Harbor and Batangas Container Terminal, respectively.

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

The different levels have been defined as follows:

* Level 1: quoted prices (unadjusted) in active markets [or identical assets or liabilities

= Level 2 inputs other than quoted prices included within Level 1 that are ohservable 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 not based on observable market data (unobservable
inputs).

Fair Value Hieraschy

As of September 30, 2017 Level 1 Level 2 Level 3
AFS financial asscts F 933 r - P 1,719
Port concession rights payable - 96492337 -

P 933 T 9,692,337 P 1,719

As of December 31, 2016 (Audited) Lewel 1 Lewel 2 Level 3
APRS Mmanczl pssels P L I = B 1,719
Port concession rishts pavable - 10416292 -

P 93a P 10416292 P 1,719

There have been no transfers from one level to another in 2017 and 2016.
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