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MANAGEMENT REPORT 
(UNDER RULE 20.4, AMENDED IRR OF THE SRC) 

 
 

Management’s Discussion and Analysis  
 
 
Revenues for the year ended December 31, 2018 of P12,276.7 million went up by 15.8% from 
P10,603.2 million in 2017.  Revenues from South Harbor international containerized cargo 
and Batangas Container Terminal increased from last year by 15.6% and 37.2%, respectively, 
on account of higher container volumes, which grew by 6.1% and 25.9%, respectively. 
Further, revenue growth at the South Harbor operations was augmented by the tariff 
increases on vessel-related and cargo-related charges pursuant to PPA Memorandum 
Circular No. 07-2018, under which, tariffs on vessel and cargo handling charges on 
international containerized and non-containerized cargoes at the South Harbor were 
increased by 7.0% effective on June 5, 2018. On the other hand, revenues from Port of 
Batangas were down from last year by 3.3% due to lower volumes. 
 
Port authorities’ share in revenues in 2018 of P2,270.1 million increased by 18.6% from 
P1,914.4 million in 2017 as a result of higher revenues subject to port authorities’ share. 
 
Cost and expenses in 2018 amounted to P4,940.9 million, 11.4% higher than P4,436.2 million 
in 2017.  Labor costs in 2018 of P1,462.6 million were higher by 14.0% compared to P1,282.9 
million in 2017 due to salary rate increases and additional headcount related to higher 
volumes.  Equipment running in 2018 went up by 34.0% to P798.0 million from P595.4 million 
in 2017 due to higher usage of equipment spare parts and higher fuel costs resulting from 
higher prices and higher consumption.  Taxes and licenses in 2018 increased by 6.2% to 
P272.1 million from P256.1 million in 2017 due to increase in realty taxes related to increase 
in assessed values.  Security, health, environment and safety in 2018 of P205.4 million were 
higher by 13.0% compared to P181.8 million in 2017 due to higher security costs brought 
about by rate increase and additional security posts. Facilities-related expenses in 2018 went 
up by 32.0% to P200.5 million from P151.9 million in 2017 due to higher repair and 
maintenance costs on buildings, surface and pavement, wharves and IT costs. Professional 
fees in 2018 of P80.5 million went up by 229.0% from P24.5 million last year due to higher 
legal expenses and consultancy fees.  Marketing, commercial, and promotion in 2018 
increased by 89.0% to P86.5 million from P45.7 million due to higher advertising costs.  
Management fees in 2018 grew by 17.6% to P176.1 million from P149.7 million in 2017 
following higher earnings before tax.  Other expenses in 2018 totaled P213.4 million, went up 
by 32.7% from P160.8 million in 2017 due to higher general operations, community 
investments and provision for inventory obsolescence. 
 
On the other hand, Depreciation and amortization in 2018 of P1,130.9 million decreased by 
4.2% from P1,180.7 million in 2017 due to full amortization of QC6 and QC9 last June 2017.  
Provision for claims in 2018 of P25.7 million were lower by 83.3% compared to P154.1 million 
in 2017 due to lower provision for civil case.       
   
Finance income amounted to P113.2 million in 2018, 32.2% up from P85.6 million in 2017 
due to higher interest rates for money market placements.  Finance costs in 2018 of P540.4 
million were lower by 4.8% compared to P567.7 million in 2017 due to declining interest 
expense on port concession rights payable.  Others-net in 2018 was negative P627.8 million, 
86.9% higher than P335.9 million in 2017 mainly due to fair value losses on cash flow hedge 
and foreign exchange losses on port concession rights payable following the depreciation of 
the Philippine Peso against the US Dollar.   
 
Income before income tax in 2018 of P4,010.7 million was higher by 16.8% compared to 
P3,434.5 million in 2017.  Provision for income tax in 2018 increased by 19.3% to P1,127.3 
million from P944.8 million in 2017.  
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Net income for the year ended December 31, 2018 improved by 15.8% to P2,883.4 million 
from P2,489.7 million last year.  Earnings per share was up to P1.44 in 2018 from P1.24 in 
2017. Without the foreign exchange impact – as per accounting rules brought in since 2013 – 
net income would have been P3,401.5 million, 21.7% higher than P2,795.3 million in 2017, on 
a like-for-like basis.    
 
Plans for 2019  
 
Asian Terminals Inc. will continuously optimize its ports in Manila and Batangas for 
containerized cargo, non-containerized cargo and passenger handling, keeping these vital 
gateways competitive to customer needs and responsive to market demand. 
   
At the core of this is ATI’s programed capital investments worth Php 9.0 billion for 2019 in line 
with its investment commitment with the Philippine Ports Authority. 
 

This will invest in the acquisition of more cargo handling equipment and various infrastructure 
projects at Manila South Harbor and Batangas Port, to further grow capacity, increase 
efficiency and enhance safety performance, in support of the growing Philippine economy. 

 As a forward-looking company, ATI keeps its eyes peeled for more business growth drivers, 
including developing additional cargo storage spaces within and outside the port zones, 
offering ancillary services leveraged on its core ports business and exploring new port 
operations locally or overseas, given the right opportunity. 

Combining the global leadership of its strategic foreign shareholder DP World and the best of 
Filipino talent, ATI shall continue leveraging its resources, expertise and management 
capabilities to bring its competencies where growth potential is high and where it could add 
greater value to its shareholders. 

 
Consolidated Financial Condition 
 
Total assets as of December 31, 2018 increased by 13.0% to P29,123.2 million from 
P25,765.2 million as of December 31, 2017.  Total current assets as of December 31, 2018 
grew by 7.2% to P9,080.4 million from P8,469.2 million as of December 31, 2017.  Cash and 
cash equivalents as of December 31, 2018 were lower by 1.1% to P6,868.5 million from 
P6,945.2 million as of December 31, 2017.  Trade and other receivables-net as of December 
31, 2018 rose by 51.3% to P742.0 million from P490.5 million as of December 31, 2017.  
Spare parts and supplies-net as of December 31, 2018 of P507.5 million were higher by 
25.7% compared to P403.7 million as of December 31, 2017 in support of operational 
requirements and equipment maintenance program.  Prepaid expenses of P962.4 million as 
of December 31, 2018 went up by 52.8% from P629.9 million as of December 31, 2017.   
 
Total non-current assets of P20,042.7 million as of December 31, 2018 were higher by 15.9% 
compared to P17,296.0 million as of December 31, 2017.  Property and equipment-net 
increased by 56.3% to P883.9 million as of December 31, 2018 from P565.6 million as of 
December 31, 2017.  Additions to property and equipment which were not subject of the 
service concession arrangement totaled P436.2 million in 2018.  Intangible assets-net as of 
December 31, 2018 of P17,962.6 million were higher by 14.0% compared to P15,753.2 
million as of December 31, 2017.  Acquisitions of intangible assets which consisted of civil 
works and cargo handling equipment that were subject of the service concession 
arrangement amounted to P3,222.4 million in 2018.  Deferred tax assets-net as of December 
31, 2018 of P951.3 million went up by 14.5% to P831.0 million as of December 31, 2017, 
pertaining to additional deferred tax on concession rights payable and unrealized foreign 
exchange losses.  Other noncurrent assets as of December 31, 2018 increased by 172.5% to 
P161.3 million from P59.2 million as of December 31, 2017. 
 
Total liabilities went up by 9.4% to P13,269.3 million as of December 31, 2018 from 
P12,129.7 million as of December 31, 2017.  Trade and other payables as of December 31, 
2018 of P3,797.4 million were higher by 41.2% than P2,690.2 million as of December 31, 
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2017.  Trade and other payables are covered by agreed payment schedules.  Provision for 
claims went up to P219.4 million as of December 31, 2018 from P204.5 million as of 
December 31, 2017.  Income and other taxes payable increased by 4.9% to P330.9 million as 
of December 31, 2018 from P315.3 million as of December 31, 2017.  Port concession rights 
payable (current and noncurrent) as of December 31, 2018 totaled P8,866.9 million, 0.2% 
above the P8,806.6 million as of December 31, 2017.  Pension liability as of December 31, 
2018 of P54.8 million were lower by 51.6% compared to P113.1 million as of December 31, 
2017.     
 
Consolidated Cash Flows 
 
Net cash provided by operating activities decreased by 16.9% to P4,138.7 million in 2018 
from P4,979.9 million in 2017 due to lower trade and other payables. 
 
Net cash used in investing activities in 2018 of P2,564.3 million were 12.3% higher than 
P2,282.8 million in 2017 due to higher acquisitions of property and equipment and intangible 
assets.   
 
Cash used in financing activities in 2018 of P1,689.1 million were higher by 3.2% than the 
P1,636.7 million in 2017 due to higher payments of port concession rights payable and cash 
dividends.  Cash dividends paid amounted to P900.0 million and P860.0 million in 2018 and 
2017, respectively. 
 
Adoption of New or Revised Standards, Amendments to Standards and Interpretation  

 
The Group has adopted the following new standards, amendments to standards and 
interpretations starting January 1, 2018 and accordingly, changed its accounting 
policies. Except as otherwise indicated, the adoption did not have any significant 
impact on the Group’s consolidated financial statements. 
 

 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 that reflects the business model in which assets are managed 
and their cash flow characteristics, including a new forward-looking expected 
credit loss model for calculating impairment, and guidance on own credit risk 
on financial liabilities measured at fair value. 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. 
 
Classification, Measurement and Impairment of Financial Assets 
The following table shows the original measurement categories under PAS 39 
and the new measurement categories under PFRS 9 for each class of the 
Group’s financial assets as at January 1, 2018. 
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Original 
Classificatio

n under  
PAS 39 

New  
Classification  
under PFRS 9 

Original  
Carrying 
Amount  

under  
PAS 39 

New  
Carrying 
Amount  

under  
PFRS 9 

Financial 
Assets     

Cash and cash 
equivalents 

Loans and 
receivables Amortized cost P6,945,189 P6,945,189 

Trade and other 
receivables 

Loans and 
receivables Amortized cost 509,068 509,068 

Deposits Loans and 
receivables Amortized cost 33,845 33,845 

Equity securities Available  
for sale  FVOCI - equity 2,652 2,652 

Total financial assets  P7,490,754 P7,490,754 

 
For assets in the scope of the PFRS 9 impairment model, impairment losses 
are generally expected to increase and become more volatile. The Group has 
determined that the application of PFRS 9’s impairment requirements at 
January 1, 2018 did not result in an additional allowance for impairment. 
 
The Group has applied PFRS 9 retrospectively but has elected not to restate 
comparative information. As a result, the comparative information provided 
continues to be accounted for in accordance with the Group’s previous 
accounting policy. 
 
Hedge Accounting 
As permitted by the standard, the Group did not adopt the new hedge 
accounting requirements and continues to apply the hedge accounting 
requirements of PAS 39. 

 
 PFRS 15, Revenue from Contracts with Customers replaces PAS 11, 

Construction Contracts, PAS 18, Revenue, IFRIC 13, Customer Loyalty 
Programmes, IFRIC 18, Transfer of Assets from Customers and SIC-31, 
Revenue - Barter Transactions Involving Advertising Services. 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 or services to a customer at the amount 
to which the Group expects to be entitled.  
 
PFRS 15 requires a contract with a customer to be legally enforceable and to 
meet certain criteria to be within the scope of the standard and for the general 
model to apply. It introduces detailed guidance on identifying performance 
obligations which requires entities to determine whether promised goods or 
services are distinct. It also introduces detailed guidance on determining 
transaction price, including guidance on variable consideration and 
consideration payable to customers. The transaction price will then be 
generally allocated to each performance obligation in proportion to its stand-
alone selling price. 
 
Depending on whether certain criteria are met, revenue is recognized over 
time, in a manner that best reflects the Group’s performance, or at a point in 
time, when control 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 PFRS. It also does not apply 
if two companies in the same line of business exchange non-monetary assets 
to facilitate sales to other parties. Furthermore, if a contract with a customer is 
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partly in the scope of another PFRS, then the guidance on separation and 
measurement contained in the other PFRS takes precedence. 
 
Due to the transition method (cumulative effect method) chosen in applying 
PFRS 15, comparative information has not been restated to reflect the new 
requirements. The Group has not identified significant impacts to amounts 
recognized in the financial statements in the application of PFRS 15. 
However, the Group has adopted the new disclosure requirements including 
the disaggregation of revenue into categories that depict how the nature, 
amount, timing and uncertainty of revenue and cash flows are affected by 
economic factors and has aligned the description of its accounting policies 
with PFRS 15. 
 
In conjunction with the adoption of PFRS 15, the consequential amendments 
to Philippine Interpretation IFRIC 12, Service Concession Arrangements, has 
no significant impact to the Group.  

 
 Philippine Interpretation IFRIC-22, Foreign Currency Transactions and 

Advance Consideration. The interpretation clarifies that the transaction date 
to be used for translation for foreign currency transactions involving an 
advance payment or receipt is the date on which the entity initially recognizes 
the prepayment or deferred income arising from the advance consideration. 
For transactions involving multiple payments or receipts, each payment or 
receipt gives rise to a separate transaction date. The interpretation applies 
when an entity pays or receives consideration in a foreign currency and 
recognizes a non-monetary asset or liability before recognizing the related 
item. 

 
Standards Issued But Not Yet Adopted 
A number of new standards, amendments to standards and interpretations are 
effective for annual periods beginning after January 1, 2018.  However, the 
Group has not early adopted the following new or amended standards in 
preparing these consolidated financial statements. Unless otherwise stated, none 
of these are expected to have a significant impact on the Group’s consolidated 
financial statements. 
 
Effective January 1, 2019 
 
 PFRS 16, Leases supersedes PAS 17, Leases and the related Philippine 

Interpretations. The new standard introduces a single lease accounting model 
for lessees under which all major leases are recognized on-balance sheet, 
removing the lease classification test. Lease accounting for lessors 
essentially remains unchanged except for a number of details including the 
application of the new lease definition, new sale-and-leaseback guidance, 
new sub-lease guidance and new disclosure requirements.  
 
Practical expedients and targeted reliefs were introduced including an 
optional lessee exemption for short-term leases (leases with a term of 12 
months or less) and low-value items, as well as the permission of portfolio-
level accounting instead of applying the requirements to individual leases. 
New estimates and judgmental thresholds that affect the identification, 
classification and measurement of lease transactions, as well as 
requirements to reassess certain key estimates and judgments at each 
reporting date were introduced. 
 
PFRS 16 is effective for annual periods beginning on or after January 1, 
2019. Earlier application is permitted for entities that apply PFRS 15 at or 
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before the date of initial application of PFRS 16. 
 
The Group has decided it will apply the modified retrospective adoption 
method in PFRS 16, and, therefore, will only recognize leases on balance 
sheet as at January 1, 2019. In addition, it has decided to measure right-of-
use assets by reference to the measurement of the lease liability on that date. 
This will ensure there is no immediate impact to net assets on that date. 
 
As at December 31, 2018 operating lease commitments amounted to P723.1 
million, which is not expected to be materially different from the anticipated 
position on December 31, 2019. Assuming the Group’s lease commitments 
remain at this level, the effect of discounting those commitments is 
anticipated to result in right-of-use assets and lease liabilities of 
approximately P553.2 million being recognized on January 1, 2019. However, 
further work still needs to be carried out to determine whether and when 
extension and termination options are likely to be exercised, which will result 
in the actual liability recognized being higher or lower. Instead of recognizing 
an operating expense for its operating lease payments, the Group will instead 
recognize interest on its lease liabilities and amortization on its right-of-use 
assets. 

 
 Philippine Interpretation IFRIC-23, Uncertainty over Income Tax Treatments 

clarifies how to apply the recognition and measurement requirements in PAS 
12, Income Taxes when there is uncertainty over income tax treatments. 
Under the interpretation, whether the amounts recorded in the consolidated 
financial statements will differ to that in the tax return, and whether the 
uncertainty is disclosed or reflected in the measurement, depends on whether 
it is probable that the tax authority will accept the Group chosen tax 
treatment. If it is not probable that the tax authority will accept the Group 
chosen tax treatment, the uncertainty is reflected using the measure that 
provides the better prediction of the resolution of the uncertainty - either the 
most likely amount or the expected value.  
 
The interpretation also requires the reassessment of judgements and 
estimates applied if facts and circumstances change - e.g., as a result of 
examination or action by tax authorities, following changes in tax rules or 
when a tax authority’s right to challenge a treatment expires. 
 
The interpretation is effective for annual periods beginning on or after  
January 1, 2019. Earlier application is permitted. The interpretation can be 
initially applied retrospectively applying PAS 8, Accounting Policies, Changes 
in Accounting Estimates and Errors if possible without the use of hindsight, or 
retrospectively with the cumulative effect recognized at the date of initial 
application without restating comparative information.  
 
The Group is currently assessing the impact of the Philippine Interpretation 
IFRIC-23. 
 

 Prepayment Features with Negative Compensation (Amendments to PFRS 
9). The amendments cover the following areas: 
 

 Prepayment features with negative compensation. The amendment 
clarifies that a financial asset with a prepayment feature could be eligible 
for measurement at amortized cost or FVOCI irrespective of the event or 
circumstance that causes the early termination of the contract, which may 
be within or beyond the control of the parties, and a party may either pay 
or receive reasonable compensation for that early termination. 
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The amendment is effective for annual periods beginning on or after  
January 1, 2019 with early adoption permitted. Retrospective application 
is required, subject to relevant transitional reliefs. 
 

 Modification of financial liabilities. The amendment to the Basis for 
Conclusions on PFRS 9 clarifies that the standard provide an adequate 
basis for an entity to account for modifications and exchanges of financial 
liabilities that do not result in derecognition and the treatment is 
consistent with the requirements for adjusting the gross carrying amount 
of a financial asset when a modification does not result in the 
derecognition of the financial asset - i.e., the amortized cost of the 
modified financial liability is recalculated by discounting the modified 
contractual cash flows using the original effective interest rate and any 
adjustment is recognized in profit or loss. 
 
If the initial application of PFRS 9 results in a change in accounting policy 
for these modifications or exchanges, then retrospective application is 
required, subject to relevant transition reliefs. 

 
 Long-term Interests in Associates and Joint Ventures (Amendments to PAS 

28). The amendment requires the application of PFRS 9 to other financial 
instruments in an associate or joint venture to which the equity method is not 
applied. These include long-term interests (LTIs) that, in substance, form part 
of the entity's net investment in an associate or joint venture.  
 
The amendment explains the annual sequence in which PFRS 9 and PAS 28 
are to be applied. In effect, PFRS 9 is first applied ignoring any prior years’ 
PAS 28 loss absorption. If necessary, prior years’ PAS 28 loss allocation is 
trued-up in the current year which may involve recognizing more prior years’ 
losses, reversing these losses or re-allocating them between different LTI 
instruments. Any current year PAS 28 losses are allocated to the extent that 
the remaining LTI balance allows and any current year PAS 28 profits reverse 
any unrecognized prior years’ losses and then allocations against LTI. 
 
The amendment is effective for annual periods beginning on or after  
January 1, 2019 with early adoption permitted. Retrospective application is 
required, subject to relevant transitional reliefs. 

 
 Plan Amendment, Curtailment or Settlement (Amendments to PAS 19, 

Employee Benefits). The amendments clarify that on amendment, curtailment 
or settlement of a defined benefit pension plan, an entity now uses updated 
actuarial assumptions to determine its current service cost and net interest for 
the period. The effect of the asset ceiling is disregarded when calculating the 
gain or loss on any settlement of the plan and is dealt with separately in other 
comprehensive income. 
 
The amendments apply for plan amendments, curtailments or settlements 
that occur on or after the beginning of the first annual reporting period that 
begins on or after January 1, 2019. Earlier application is permitted. 
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 Annual Improvements to PFRSs 2015 - 2017 Cycle. This cycle of 
improvements contains amendments to four standards:  
 

 Previously held interest in a joint operation (Amendments to PFRS 3, 
Business Combinations and PFRS 11, Joint Arrangements). The 
amendments clarify how a company accounts for increasing its interest in 
a joint operation that meets the definition of a business. If a party 
maintains or obtains joint control, then the previously held interest is not 
remeasured. If a party obtains control, then the transaction is a business 
combination achieved in stages and the acquiring party remeasures the 
previously held interest at fair value.  
 
The amendments apply to business combinations for which the 
acquisition date is on or after the beginning of the first annual reporting 
period beginning on or after 1 January 2019. Earlier application is 
permitted.  

 

 Income tax consequences of payments on financial instruments classified 
as equity (Amendments to PAS 12). The amendments clarify that all 
income tax consequences of dividends, including payments on financial 
instruments classified as equity, are recognized consistently with the 
transactions that generated the distributable profits, i.e. in profit or loss, 
Other Comprehensive Income or equity.  
 
The amendments are effective for annual periods beginning on or after 
January 1, 2019. Earlier application is permitted. When an entity first 
applies those amendments, it shall apply them to the income tax 
consequences of dividends recognized on or after the beginning of the 
earliest comparative period.  

 

 Borrowing costs eligible for capitalization (Amendments to PAS 23, 
Borrowing Costs). The amendments clarify that the general borrowings 
pool used to calculate eligible borrowing costs excludes only borrowings 
that specifically finance qualifying assets that are still under development 
or construction. Borrowings that were intended to specifically finance 
qualifying assets that are now ready for their intended use or sale are 
included in that general pool.  
 
The amendments are effective for annual periods beginning on or after 
January 1, 2019. Earlier application is permitted. The amendments are 
applied to borrowing costs incurred on or after the beginning of the annual 
reporting period in which the entity first applies the amendments. 

 
Effective January 1, 2020 
 
 Amendments to References to Conceptual Framework in PFRS Standards 

sets out amendments to PFRS Standards, their accompanying documents 
and PFRS practice statements to reflect the issuance of the revised 
Conceptual Framework for Financial Reporting in 2018 (2018 Conceptual 
Framework). The 2018 Conceptual Framework includes: 
 

 a new chapter on measurement; 

 guidance on reporting financial performance; 

 improved definitions of an asset and a liability, and guidance supporting 
these definitions; and 

 clarifications in important areas, such as the roles of stewardship, 
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prudence and measurement uncertainty in financial reporting. 
 
Some Standards, their accompanying documents and PFRS practice 
statements contain references to, or quotations from, the International 
Accounting Standards Committee's Framework for the Preparation and 
Presentation of Financial Statements adopted by the IASB in 2001 or the 
Conceptual Framework for Financial Reporting issued in 2010. The 
amendments update some of those references and quotations so that they 
refer to the 2018 Conceptual Framework, and makes other amendments to 
clarify which version of the Conceptual Framework is referred to in particular 
documents. 
 
These amendments are effective for annual reporting periods beginning on or 
after January 1, 2020. 

 
 Definition of a Business (Amendments to PFRS 3). The amendments 

narrowed and clarified the definition of a business. They also permit a 
simplified assessment of whether an acquired set of activities and assets is a 
group of assets rather than a business. The amendments: 
 

 confirmed that a business must include inputs and a process, and 
clarified that: 
o the process must be substantive; and 
o the inputs and process must together significantly contribute to 

creating outputs; 

 narrowed the definitions of a business by focusing the definition of 
outputs on goods and services provided to customers and other income 
from ordinary activities, rather than on providing dividends or other 
economic benefits directly to investors or lowering costs; and 

 added a test that makes it easier to conclude that a company has 
acquired a group of assets, rather than a business, if the value of the 
assets acquired is substantially all concentrated in a single asset or group 
of similar assets. 

 
The amendments apply to business combinations and asset acquisitions in 
annual reporting periods beginning on or after January 1, 2020. Earlier 
application is permitted. 
 

 Definition of Material (Amendments to PAS 1, Presentation of Financial 
Statements and PAS 8). The amendments refine the definition of material. 
The amended definition of material states that information is material if 
omitting, misstating or obscuring it could reasonably be expected to influence 
the decisions that the primary users of general purpose financial statements 
make on the basis of those financial statements, which provide financial 
information about a specific reporting entity.  The amendments clarify the 
definition of material and its application by: 
 
(a) raising the threshold at which information becomes material by replacing 

the term ‘could influence’ with ‘could reasonably be expected to 
influence’; 

(b) including the concept of ‘obscuring information’ alongside the concept of 
‘omitting’ and ‘misstating’ information in the definition; 

(c) clarifying that the users to which the definition refers are the primary 
users of general purpose financial statements referred to in the 
Conceptual Framework; 

(d) clarifying the explanatory paragraphs accompanying the definition; and 
(e) aligning the wording of the definition of material across PFRS Standards 



Page 10 of 35 – Management Report 

and other publications. 
 
The amendments are expected to help entities make better materiality 
judgements without substantively changing existing requirements. 
 
The amendments apply prospectively for annual periods beginning on or after 
January 1, 2020. Earlier application is permitted. 

 
Deferral of the local implementation of Amendments to PFRS 10, Consolidated 
Financial Statements and PAS 28, Sale or Contribution of Assets between an 
Investor and its Associate or Joint Venture 
 
 Sale or Contribution of Assets between an Investor and its Associate or Joint 

Venture (Amendments to PFRS 10 and PAS 28). The amendments address 
an inconsistency between the requirements in PFRS 10 and in PAS 28, in 
dealing with the sale or contribution of assets between an investor and its 
associate or joint venture.  
 
The amendments require that a full gain or loss is recognized when a 
transaction involves a business (whether it is housed in a subsidiary or not). A 
partial gain or loss is recognized when a transaction involves assets that do 
not constitute a business, even if these assets are housed in a subsidiary. 
 
Originally, the amendments apply prospectively for annual periods beginning 
on or after January 1, 2016 with early adoption permitted. However, on  
January 13, 2016, the FRSC decided to postpone the effective date of these 
amendments until the IASB has completed its broader review of the research 
project on equity accounting that may result in the simplification of accounting 
for such transactions and of other aspects of accounting for associates and 
joint ventures. 

 
Other information:      
 

 The Company’s businesses are 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 global economic and industry 
conditions; 

 natural events (earthquake, typhoons and other major calamities); and 
 material changes in exchange rates. 

 There was no known trend, event or uncertainty that had or may have a material impact 
on liquidity and on revenues or income from continuing operations. There was no known 
event that may cause a material change in the relationships between costs and revenues. 

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

 There was no event that will trigger direct or contingent financial obligation that is material 
to the Company, including any default or acceleration of an obligation. 

 Except for the commitments and contingencies mentioned in Note 23 of the consolidated 
financial statements, the Company has no knowledge of any material off-balance sheet 
(statement of financial position) transactions, arrangements, obligations and other 
relationships of the Company with unconsolidated entities or other persons created during 
the reporting period that would address the past and would have material impact on 
future operations. 

 Projected capital expenditures for 2019 is P9.0 billion, which includes yard and berth 
development as well as construction of new facilities and equipment acquisition.  The 
capital expenditure will strengthen the Company's operations and capability to handle 
growth.  
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Key Performance Indicators (KPIs) 
 
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 2018: 

 ATIB’s total assets were only 9.2% of the consolidated total assets 

 Income before other income and expense from ATIB was only 6.9% of consolidated 
income before other income and expense.1 

 

 
 

                                                 
1 Income before other income and expense is defined as income before net financing costs, net gains on derivative 

instruments and others. 
2 RIFR is the new KPI for injuries introduced in 2014 to replace LTIFR. RIFR is a more stringent KPI as it covers not 

only Lost Time Injuries (LTIs) but also Medically Treated Injuries (MTIs) and Fatality incidents. 

 

Consolidated 
KPI 

Manner of 
Calculation 2018 2017 Discussion 

Return on 
Capital 
Employed 

Percentage of 
income before 
interest and tax 
over capital 
employed 

20.7% 19.2% 

Increase resulted 
from higher income 
before other income 
(expense) during the 
period.  

Return on 
Equity 
attributable to 
equity holders of 
the parent 

Percentage of net 
income over equity 
attributable to 
equity holders of 
the parent 

19.6% 19.6%  

Current ratio 
Ratio of current 
assets over current 
liabilities 

1.96 : 1.00 2.44 : 1.00 
Decrease due to 
higher current 
liabilities. 

Asset to equity 
ratio 

Ratio of total assets 
over equity 
attributable to 
equity holders of 
the parent 

1.84 : 1.00 1.89 : 1.00 

Decrease due to 
higher equity 
because of the 
increase in the net 
income. 

Debt to equity 
ratio 

Ratio of total 
liabilities over 
equity attributable 
to equity holders of 
the parent 

0.84 : 1.00 0.89 : 1.00 

Decrease due to 
higher equity 
because of the 
increase in the net 
income. 

Days Sales in 
Receivables 
(DSR) 

Gross trade 
receivables over 
revenues multiplied 
by number of days 

16 days 11 days 
Increase due to 
higher accrued 
revenues. 

Net Income 
Margin 

Net income over 
revenues less 
government share 
in revenues 

28.8% 28.7% 
Increase due to 
higher revenues. 

Reportable 
Injury 
Frequency Rate 
(RIFR)2  

Number of 
reportable injuries 
within a given 
accounting period 
relative to the total 
number of hours 
worked in the same 
accounting period. 

0.73 0.53 
Due to higher 
number of injuries. 
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Summary of Selected Financial Data (in millions) 

Description Year ended 
December 31, 

2018 

Year ended 
December 31, 

2017 

Revenues P12,276.7 P10,603.2 

Net income  2,883.4 2,489.7 

Total assets 29,123.2 25,765.2 

Total liabilities 13,269.3 12,129.7 

 
 
 
Years ended December 31, 2017 and 2016 
 
Revenues for the year ended December 31, 2017 of P10,603.2 million went up by 14.6% from 
P9,249.2 million in 2016.  Revenues from South Harbor international containerized cargo and 
Batangas Container Terminal increased from last year by 14.9% and 20.4%, respectively, on 
account of higher container volumes, which grew by 5.7% and 25.6%, respectively. Likewise, 
revenues in Port of Batangas was higher by 8.3% compared to last year due to higher 
volumes. Further, revenues from South Harbor international non-containerized cargo 
increased from last year by 3.2% despite the lower volume as a result of favorable cargo mix. 
 
Port authorities’ share in revenues in 2017 of P1,914.4 million increased by 11.9% from  
P1,711.6 million in 2016 resulting from higher revenues subject to port authorities’ share. 
 
Cost and expenses in 2017 of P4,436.2 million rose by P135.3 million 3.1% from P4,301.0 
million in 2016.  Labor costs in 2017 of P1,282.9 million were higher by 7.6% compared to 
P1,192.5 million in 2016 due to salary rate increases and higher overtime costs related to 
higher volumes.  Depreciation and amortization in 2017 of P1,180.7 million increased by 3.9% 
from P1,136.5 million in 2016 on account of additions to intangible assets and property and 
equipment.  Equipment running in 2017 went up by 22.7% to P595.4 million from P485.3 
million in 2016 due to higher usage of equipment spare parts and higher fuel costs resulting 
for higher prices and higher consumption.  Taxes and licenses in 2017 slightly increased by 
0.5% to P256.1 million from P254.9 million in 2016.  Security, health, environment and safety 
in 2017 of P181.8 million were higher by 12.7% compared to P161.3 million in 2016 due to 
higher security costs brought about by rate increase, additional security posts and increased 
in safety initiatives.  Provision for claims in 2017 of P154.1 million were higher compared to 
P5.8 million in 2016 due to higher provision for civil case.  Management fees in 2017 rose by 
32.5% to P149.7 million from P113.0 million in 2016 following higher net income.  General 
transport costs in 2017 of P41.1 million were higher by 176.2% compared to P14.9 million in 
2016 on account of higher trucking costs in South Harbor and Laguna.   
 
On the other hand, Facilities-related expenses in 2017 went down by 17.3% to P151.9 million 
from P183.6 million in 2016 due to lower repair and maintenance costs for wharves.  Rental in 
2017 decreased by 8.2% to P139.9 million from P152.5 million due to lower equipment 
rentals.  Insurance in 2017 slightly decreased by 1.0% to P66.3 million from P66.9 million due 
to lower insurance premiums.  Marketing, commercial, and promotion in 2017 decreased by 
66.4% to P45.7 million from P136.2 million due to lesser advertising costs.  Professional fees 
in 2017 amounted to P24.5 million vs. P174.3 million in 2016 decreased by 86.0%, on 
account of higher legal expenses and consultancy fees last year.  Entertainment expenses in 
2017 decreased by 12.7% to P5.2 million from P5.9 million.  Other expenses in 2017 totaled 
P160.8 million, down by 26.0% from P217.3 million in 2016 due to lower general operations.     
 
Finance income amounted to P85.6 million in 2017, 38.1% up from P62.0 million in 2016 due 
to higher interest rates for money market placements.  Finance costs in 2017 of P567.7 
million were lower by 2.3% compared to P581.2 million in 2016 due to declining interest 
expense on port concession rights payable.  Others-net in 2017 was negative P335.9 million, 
197.4% higher than P112.9 million 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.   
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Income before income tax in 2017 of P3,434.5 million was higher by 31.9% compared to 
P2,604.5 million in 2016.  Provision for income tax in 2017 increased by 35.1% to P944.8 
million from P699.5 million in 2016.  
 
Net income for the year ended December 31, 2017 improved by 30.7% to P2,489.7 million 
from P1.905.0 million last year.  Earnings per share was up to P1.24 in 2017 from P0.95 in 
2016. Without the foreign exchange impact – as per accounting rules brought in since 2013 – 
net income would have been P2,795.3 million, 33.4% higher than P2,095.5 million in 2016, on 
a like-for-like basis.    
 
 
Consolidated Financial Condition 
 
Total assets as of December 31, 2017 rose by 11.3% to P25,765.2 million from P23,139.0 
million as of December 31, 2016.  Total current assets as of December 31, 2017 grew by 
19.4% to P8,469.2 million from P7,090.2 million as of December 31, 2016.  Cash and cash 
equivalents as of December 31, 2017 went up by 18.1% to P6,945.2 million from P5,881.2 
million as of December 31, 2016.  Trade and other receivables-net as of December 31, 2017 
rose by 15.0% to P490.5 million from P426.5 million as of December 31, 2016.  Spare parts 
and supplies-net as of December 31, 2017 of P403.7 million were higher by 28.3% compared 
to P314.6 million as of December 31, 2016 in support of operational requirements and 
equipment maintenance program.  Prepaid expenses of P629.9 million as of December 31, 
2017 went up by 34.6% from P467.9 million as of December 31, 2016.   
 
Total non-current assets of P17,296.0 million as of December 31, 2017 were higher by 7.8% 
compared to P16,048.8 million as of December 31, 2016.  Property and equipment-net 
increased by 17.1% to P565.6 million as of December 31, 2017 from P483.2 million as of 
December 31, 2016.  Additions to property and equipment which were not subject of the 
service concession arrangement totaled P181.7 million in 2017.  Intangible assets-net as of 
December 31, 2017 of P15,753.2 million were higher by 7.0% compared to P14,716.5 million 
as of December 31, 2016.  Acquisitions of intangible assets which consisted of civil works and 
cargo handling equipment that were subject of the service concession arrangement amounted 
to P2,118.4 million in 2017.  Deferred tax assets-net as of December 31, 2017 of P831.0 
million was up by 13.3% to P733.4 million as of December 31, 2016, pertaining to additional 
deferred tax on concession rights payable, cash flow hedge, and unrealized foreign exchange 
losses.  Other noncurrent assets as of December 31, 2017 decreased by 3.0% to P59.2 
million from P61.0 million as of December 31, 2016. 
 
Total liabilities went up by 6.6% to P12,129.7 million as of December 31, 2017 from 11,378.9 
million as of December 31, 2016.  Trade and other payables as of December 31, 2017 of 
P2,690.2 million were higher by 34.5% than P2,000.4 million as of December 31, 2016.  
Trade and other payables are covered by agreed payment schedules.  Provision for claims 
went up to P204.5 million as of December 31, 2017 from P50.9 million as of December 31, 
2016.  Income and other taxes payable increased by 59.3% to P315.3 million as of December 
31, 2017 from P197.9 million as of December 31, 2016.  Port concession rights payable 
(current and noncurrent) as of December 31, 2017 totaled P8,806.6 million, 2.0% below the 
P8,985.9 million as of December 31, 2016.  Pension liability as of December 31, 2017 of 
P113.1 million were lower by 21.4% compared to P143.9 million as of December 31, 2016.     
 
 
Consolidated Cash Flows 
 
Net cash provided by operating activities increased by 19.8% to P4,979.9 million in 2017 from 
P4,158.4 million in 2016 due to higher operating income. 
 
Net cash used in investing activities in 2017 of P2,282.8 million were 164.6% higher than 
P862.7 million in 2016 due to higher acquisitions of property and equipment and intangible 
assets.   
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Cash used in financing activities in 2017 of P1,636.7 million were higher by 6.6% than the 
P1,534.8 million in 2016 due to higher payments of port concession rights payable and cash 
dividends.  Cash dividends paid amounted to P860.0 million and P820.0 million in 2017 and 
2016, respectively. 
 
 
Adoption of New or Revised Standards, Amendments to Standards and Interpretation  

 
The Group has adopted the following amendments to standards starting  
January 1,2017 and accordingly, changed its accounting policies. Except as otherwise 
indicated, the adoption of these amendments to standards did not have any significant impact 
on the Group’s consolidated financial statements. 

 

 Disclosure initiative (Amendments to PAS 7 Statement of Cash Flows). 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 to 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. 

 
 Recognition of Deferred Tax Assets for Unrealized Losses (Amendments to PAS 

12 Income Taxes). The amendments clarify that: 
 

 the existence of a deductible temporary difference depends solely on a 
comparison of the carrying 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 sufficient taxable 
profit will be available in future periods excludes tax deductions resulting from 
the reversal of the deductible temporary differences; 

 

 the estimate of probable future taxable profit may include the recovery of 
some of an entity's assets for more than their carrying amount if there is 
sufficient 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. 

 
 Annual Improvements to PFRSs 2014 – 2016 Cycle.  This cycle of improvements 

contains amendments to three standards. The following are the improvements or 
amendments to PFRSs effective for annual periods beginning on or after 
January 1, 2017: 
 

 Clarification of the scope of the standard (Amendments to PFRS 12 
Disclosure of Interests in Other Entities). The amendments clarify that the 
disclosure requirements for interests in other entities also apply to interests 
that are classified as held for sale or distribution. The amendments are 
applied retrospectively, with early application permitted. 

 
 

Standards Issued But Not Yet Adopted 
A number of new standards and amendments to standards are effective for annual 
periods beginning after January 1, 2017.  However, the Group has not applied the 
following new or amended standards in preparing these consolidated financial 
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statements. Unless otherwise stated, none of these are expected to have a significant 
impact on the Group’s consolidated financial statements. 
 
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 
calculating 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 to be applied retrospectively for annual periods beginning on 
or after January 1, 2018, with early adoption permitted. 

 

 PFRS 15 Revenue from Contracts with Customers replaces PAS 11 Construction 
Contracts, PAS 18 Revenue, IFRIC 13 Customer Loyalty Programmes, IFRIC 18 
Transfer of Assets from Customers and SIC-31 Revenue – Barter Transactions 
Involving Advertising Services. 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 or 
services to a customer at the amount to which the company expects to 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 control 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 exchange non-monetary assets to 
facilitate sales to other parties. Furthermore, if a contract with a customer is partly 
in the scope of another PFRS, 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. 

 
 Applying PFRS 9 Financial Instruments with PFRS 4 Insurance Contracts 

(Amendments to PFRS 4). The amendments provide a temporary exemption from 
PFRS 9, where an entity is permitted to defer application of PFRS 9 in 2018 and 
continue to apply PAS 39 Financial Instruments: Recognition and Measurement if 
it has not applied PFRS 9 before and its activities are predominantly connected 
with insurance. A qualified entity is permitted to apply the temporary exemption 
for annual reporting periods beginning before January 1, 2021. The amendments 
also provide an overlay approach to presentation when applying PFRS 9 where 
an entity is permitted to reclassify between profit or loss and other comprehensive 
income the difference between the amounts recognized in profit or loss under 
PFRS 9 and those that would have been reported under PAS 39, for designated 
financial assets. A financial asset is eligible for designation if it is not held for an 
activity that is unconnected with contracts in the scope of PFRS 4, and if it is 
measured at fair value through profit or loss under PFRS 9, but would not have 
been under PAS 39. An entity is generally permitted to start applying the overlay 
approach only when it first applies PFRS 9, including after previously applying the 
temporary exemption. 
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The amendments permitting the temporary exemption is for annual periods 
beginning on or after January 1, 2018 and the amendments allowing the overlay 
approach are applicable when an entity first applies PFRS 9. 

 
 Philippine Interpretation IFRIC-22 Foreign Currency Transactions and Advance 

Consideration. The interpretation clarifies that the transaction date to be used for 
translation for foreign currency transactions involving an advance payment or 
receipt is the date on which the entity initially recognizes the prepayment or 
deferred income arising from the advance consideration. For transactions 
involving multiple payments or receipts, each payment or receipt gives rise to a 
separate transaction date. The interpretation applies when an entity pays or 
receives consideration in a foreign currency and recognizes a non-monetary 
asset or liability before recognizing the related item. 

 
The interpretation is effective for annual periods beginning on or after January 1, 
2018, with early adoption permitted. 
 
 Annual Improvements to PFRSs 2014 – 2016 Cycle. This cycle of improvements 

contains amendments to three standards. The following are the said 
improvements or amendments to PFRSs effective for annual periods beginning 
on or after January 1, 2018: 

 

 Deletion of short-term exemptions for first-time adopters (Amendments to      
PFRS 1 First-time Adoption of Philippine Financial Reporting Standards). The 
amendments remove the outdated exemptions for first-time adopters of 
PFRS, the relief of which had been available to entities only for reporting 
periods that had passed. 

 

 Measuring an associate or joint venture at fair value (Amendments to PAS 28 
Investments in Associates and Joint Ventures). The amendments provide 
that a venture capital organization, or other qualifying entity, may elect to 
measure its investments in an associate or joint venture at fair value through 
profit or loss. This election can be made on an investment-by-investment 
basis. The amendments also provide that a non-investment entity investor 
may elect to retain the fair value accounting applied by an investment entity 
associate or investment entity joint venture to its subsidiaries. This election 
can be made separately for each investment entity associate or joint venture. 
The amendments are applied retrospectively, with early application permitted. 

 
Effective January 1, 2019 

 
 PFRS 16 Leases supersedes PAS 17 Leases and the related Philippine 

Interpretations. The new standard introduces a single lease accounting model for 
lessees under which all major leases are recognized on-balance sheet, removing 
the lease classification test. Lease accounting for lessors essentially remains 
unchanged except for a number of details including the application of the new 
lease definition, new sale-and-leaseback guidance, new sub-lease guidance and 
new disclosure requirements. Practical expedients and targeted reliefs were 
introduced including an optional lessee exemption for short-term leases (leases 
with a term of 12 months or less) and low-value items, as well as the permission 
of portfolio-level accounting instead of applying the requirements to individual 
leases. New estimates and judgmental thresholds that affect the identification, 
classification and measurement of lease transactions, as well as requirements to 
reassess certain key estimates and judgments at each reporting date were 
introduced. 

 
PFRS 16 is effective for annual periods beginning on or after January 1, 2019. 
Earlier application is permitted for entities that apply PFRS 15 Revenue from 
Contracts with Customers at or before the date of initial application of PFRS 16. 
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 Philippine Interpretation IFRIC-23 Uncertainty over Income Tax Treatments 

clarifies how to apply the recognition and measurement requirements in PAS 12 
Income Taxes when there is uncertainty over income tax treatments. Under the 
interpretation, whether the amounts recorded in the financial statements will 
differ to that in the tax return, and whether the uncertainty is disclosed or 
reflected in the measurement, depends on whether it is probable that the tax 
authority will accept the Company’s chosen tax treatment. If it is not probable 
that the tax authority will accept the Company’s chosen tax treatment, the 
uncertainty is reflected using the measure that provides the better prediction of 
the resolution of the uncertainty – either the most likely amount or the expected 
value. The interpretation also requires the reassessment of judgements and 
estimates applied if facts and circumstances change – e.g. as a result of 
examination or action by tax authorities, following changes in tax rules or when a 
tax authority’s right to challenge a treatment expires. 

 
The interpretation is effective for annual periods beginning on or after  
January 1, 2019. Earlier application is permitted. 
 

Deferral of the local implementation of Amendments to PFRS 10 and PAS 28: Sale or 
Contribution of Assets between an Investor and its Associate or Joint Venture 
 

 Sale or Contribution of Assets between an Investor and its Associate or Joint 
Venture (Amendments to PFRS 10 and PAS 28). The amendments address 
an inconsistency between the requirements in PFRS 10 and in PAS 28, in 
dealing with the sale or contribution of assets between an investor and its 
associate or joint venture.   

 
The amendments require that a full gain or loss is recognized when a 
transaction involves a business (whether it is housed in a subsidiary or not). 
A partial gain or loss is recognized when a transaction involves assets that do 
not constitute a business, even if these assets are housed in a subsidiary. 

 
Originally, the amendments apply prospectively for annual periods beginning 
on or after January 1, 2016 with early adoption permitted. However, on 
January 13, 2016, the FRSC decided to postpone the effective date of these 
amendments until the IASB has completed its broader review of the research 
project on equity accounting that may result in the simplification of accounting 
for such transactions and of other aspects of accounting for associates and 
joint ventures. 

 
 
Other information:      
 

 The Company’s businesses are 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 global economic and industry 
conditions; 

 natural events (earthquake, typhoons and other major calamities); and 
 material changes in exchange rates. 

 There was no known trend, event or uncertainty that had or may have a material impact 
on liquidity and on revenues or income from continuing operations. There was no known 
event that may cause a material change in the relationships between costs and revenues. 

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

 There was no event that will trigger direct or contingent financial obligation that is material 
to the Company, including any default or acceleration of an obligation. 
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 Except for the commitments and contingencies mentioned in Note 23 of the consolidated 
financial statements, the Company has no knowledge of any material off-balance sheet 
(statement of financial position) transactions, arrangements, obligations and other 
relationships of the Company with unconsolidated entities or other persons created during 
the reporting period that would address the past and would have material impact on 
future operations. 

 Projected capital expenditures for 2019 is P9.0 billion, which includes yard and berth 
development as well as construction of new facilities and equipment acquisition.  The 
capital expenditure will strengthen the Company's operations and capability to handle 
growth.  

 
Key Performance Indicators (KPIs) 
 
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 2018: 

 ATIB’s total assets were only 10.0% of the consolidated total assets 

 Income before other income and expense from ATIB was only 10.9% of consolidated 
income before other income and expense.3 

 

                                                 
3 Income before other income and expense is defined as income before net financing costs, net gains on derivative 

instruments and others. 
4 RIFR is the new KPI for injuries introduced in 2014 to replace LTIFR. RIFR is a more stringent KPI as it covers not 

only Lost Time Injuries (LTIs) but also Medically Treated Injuries (MTIs) and Fatality incidents. 

 

Consolidated 
KPI 

Manner of 
Calculation 2017 2016 Discussion 

Return on Capital 
Employed 

Percentage of 
income before 
interest and tax over 
capital employed 

19.2% 16.2% 

Increase resulted from 
higher income before 
other income 
(expense) during the 
period.  

Return on Equity 
attributable to 
equity holders of 
the parent 

Percentage of net 
income over equity 
attributable to equity 
holders of the parent 

19.6% 16.9% 
Improved due to 
higher increase in net 
income.  

Current ratio 
Ratio of current 
assets over current 
liabilities 

2.44 : 1.00 2.85 : 1.00 
Decrease due to 
higher current 
liabilities. 

Asset to equity 
ratio 

Ratio of total assets 
over equity 
attributable to equity 
holders of the parent 

1.89 : 1.00 1.97 : 1.00 
Decrease due to 
higher equity. 

Debt to equity 
ratio 

Ratio of total 
liabilities over equity 
attributable to equity 
holders of the parent 

0.89 : 1.00 0.97 : 1.00 
Decrease due to 
higher equity. 

Days Sales in 
Receivables 
(DSR) 

Gross trade 
receivables over 
revenues multiplied 
by number of days 

11 days 12 days 
Due to improved 
collection efforts. 

Net Income 
Margin 

Net income over 
revenues less 
government share in 
revenues 

28.7% 25.3% 
Increase due to higher 
revenues. 

Reportable Injury 
Frequency Rate 
(RIFR)4  

Number of 
reportable injuries 
within a given 
accounting period 
relative to the total 

0.53 1.05 

Improved as a result 
of extensive safety 
campaign and strict 
implementation of 
HSES policies. 
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Summary of Selected Financial Data (in millions) 

Description Year ended 
December 31, 

2017 

Year ended 
December 31, 

2016 

Revenues P10,603.2 P 9,249.2 

Net income  2,489.7 1,905.0 

Total assets 25,765.2 23,139.0 

Total liabilities 12,129.7 11,378.9 

 

 

 
Years ended December 31, 2016 and 2015 

 
 
Revenues for the year ended December 31, 2016 grew by 13.5% to P9, 249.2 million from 
P8,146.5 million in 2015.  Revenues from South Harbor international containerized cargo 
increased from last year by 18.2% on account of higher container volume, which grew by 
19.4%. Notably, in 2016, South Harbor international containerized cargo set a new record as 
it broke through the one-million teu (twenty-foot equivalent unit) mark for the first time.  
Likewise, revenues in Port of Batangas was higher by 16.1% compared to last year following 
a 42.2% growth in volume of international Completely Built Units (CBUs).  On the other hand, 
revenues from South Harbor international non-containerized cargo and Batangas Container 
Terminal were down from last year by 11.8%, and 4.2%, respectively.  
 
Port authorities’ share in revenues in 2016 totaled P1,711.6 million, 21.4% higher than last 
year resulting from higher revenues subject to port authorities’ share. 
 
Cost and expenses in 2016 of P4,301.0 million went up by P564.8 million 15.1% from 
P3,736,1 million in 2015.  Labor costs in 2016 of P1,192.5 million were higher by 9.3% 
compared to P1,091.4 million in 2015 due to higher headcount and salary rate increases.  
Depreciation and amortization in 2016 of P1,136.5 million increased by 20.3% from P944.9 
million in 2015 on account of additions to intangible assets and property and equipment.  
Equipment running in 2016 slightly went up by 0.5% to P485.3 million from P482.8 million in 
2015.  Facilities-related expenses in 2016 went up by 13.6% to P183.6 million from P161.6 
million in 2015 due to higher repair and maintenance costs for wharves and IT costs.  
Professional fees in 2016 amounted to P174.3 million vs. P47.7 million in 2015, which mainly 
pertain to legal and consultancy fees.  Marketing, commercial, and promotion in 2016 
increased to P136.2 million from P36.7 million in 2015 due to increased marketing and 
communications efforts.  Management fees in 2016 rose by 7.4% to P113.0 million from 
P105.2 million in 2015 following higher net income.  Other expenses in 2016 totaled P223.2 
million, up by 20.5% from P185.2 million in 2015 due to higher general operations and CSR 
expenses.     

 
On the other hand, Taxes and licenses in 2016 decreased by 8.7% to P254.9 million from 
P279.3 million due to lower real property taxes.  General transport costs in 2016 of P14.9 
million were lower by 30.8% compared to P21.5 million in 2015 on account of lower trucking 
costs in South Harbor and Laguna.   

 
Finance income amounted to P62.0 million in 2016, 20.4% up from P51.5 million in 2015 due 
to higher interest rates for money market placements.  Finance costs in 2016 of P581.2 
million were higher by 5.9% compared to P548.8 million in 2015 due to increases in interest 
expense on port concession rights payable and defined benefit pension plans.  Others-net in 

number of hours 
worked in the same 
accounting period. 
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2016 was negative P113.0 million, 57.0% higher than P71.9 million in 2015.  This account 
included unrealized forex losses of P60.3 million and P35.4 million in 2016 and 2015, 
respectively, resulting from revaluation of dollar-denominated concession rights payable and 
fair value losses on a cash flow hedge of P211.9 million and P99.5 million in 2016 and 2015, 
respectively, following the depreciation of the Philippine Peso against the US Dollar.   
 
Income before income tax in 2016 of P2,604.5 million was higher by 7.1% compared to 
P2,431.9 million in 2015.  Provision for income tax in 2016 increased by 5.2% to P699.5 
million from P664.7 million in 2015.  
 
Net income for the year ended December 31, 2016 improved by 7.8% to P1,905.0 million 
from P1.767.2 million last year.  Earnings per share was up to P0.95 in 2016 from P0.88 in 
2015. Without the foreign exchange impact – as per accounting rules brought in since 2013 – 
net income would have been P2,095.5 million, 12.6% higher than P1,861.6 million in 2015, on 
a like-for-like basis.    
 
 
Consolidated Financial Condition 
 
Total assets as of December 31, 2016 grew by 8.4% to P23,139.0 million from P21,341.8 
million as of December 31, 2015.  Total current assets as of December 31, 2016 increased by 
35.4% to P7,090.2 million from P5,237.6 million as of December 31, 2015.  Cash and cash 
equivalents as of December 31, 2016 went up by 42.8% to P5,881.2 million from P4,118.8 
million as of December 31, 2015.  Trade and other receivables-net as of December 31, 2016 
rose by 21.0% to P426.5 million from P352.4 million as of December 31, 2015.  Spare parts 
and supplies-net as of December 31, 2016 of P314.6 million were higher by 19.7% compared 
to P262.8 million as of December 31, 2015 in support of operational requirements and 
equipment maintenance program.  Prepaid expenses of P467.9 million as of December 31, 
2016 declined by 7.1% from P503.7 million as of December 31, 2015.   
 
Total non-current assets of P16,048.8 million as of December 31, 2016 were slightly lower by 
0.3% compared to P16,104.2 million as of December 31, 2015.  Property and equipment-net 
decreased by 1.6% to P483.2 million as of December 31, 2016 from P491.0 million as of 
December 31, 2015.  Additions to property and equipment which were not subject of the 
service concession arrangement totaled P81.7 million in 2016.  Intangible assets-net as of 
December 31, 2016 of P14,716.5 million were lower by 1.5% compared to P14,934.3 million 
as of December 31, 2015.  Acquisitions of intangible assets which consisted of civil works and 
cargo handling equipment that were subject of the service concession arrangement amounted 
to P832.9 million in 2016.  Deferred tax assets-net as of December 31, 2016 of P733.4 million 
was up by 29.5% to P566.3 million as of December 31, 2015, pertaining to additional deferred 
tax on concession rights payable, cash flow hedge, and unrealized foreign exchange losses.  
Other noncurrent assets as of December 31, 2016 increased by 3.1% to P61.0 million from 
P59.1 million as of December 31, 2015. 
 
Total liabilities rose by 7.4% to P11,378.9 million as of December 31, 2016 from P10,594.1 
million as of December 31, 2015.  Trade and other payables as of December 31, 2016 of 
P2,000.4 million were higher by 41.4% than P1,414.3 million as of December 31, 2015.  
Trade and other payables are covered by agreed payment schedules.  Provision for claims 
dropped by 4.8% to P50.9 million as of December 31, 2016 from P53.5 million as of 
December 31, 2015.  Income and other taxes increased by 1.5% to P197.9 million as of 
December 31, 2016 from P195.0 million as of December 31, 2015.  Port concession rights 
payable (current and noncurrent) as of December 31, 2016 totaled P8,985.9 million, 2.8% 
above the P8,740.7 million as of December 31, 2015 due to full-year impact of the contract for 
Port of Batangas renewed in October 2015 resulting to adoption of IFRIC 12.  Pension liability 
as of December 31, 2016 of P143.9 million were lower by 24.5% compared to P190.6 million 
as of December 31, 2015.     
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Consolidated Cash Flows 
 
Net cash provided by operating activities increased by 48.8% to P4,158.4 million in 2016 from 
P2,794.1 million in 2015 due to higher operating income. 
 
Net cash used in investing activities in 2016 of P862.7 million were 15.6% higher than P746.4 
million in 2015 due to higher acquisitions of property and equipment and intangible assets.   
 
Cash used in financing activities in 2016 of P1,534.8 million were slightly lower by 0.1% than 
the P1,536.6 million in 2015.  Cash dividends paid amounted to P820.0 million in 2016 and 
2015. 
 
 
Adoption of New or Revised Standards, Amendments to Standards and Interpretation  

 
The following are the new standards, amendment to standards, and interpretations, which are 
effective January 1, 2015 and are applicable to the Company and none of these is expected 
to have a significant effect on the consolidated financial statements:   

 
 Clarification of Acceptable Methods of Depreciation and Amortization (Amendments 

to PAS 16 and PAS 38). The amendments to PAS 38, Intangible Assets introduce a 
rebuttable presumption that the use of revenue-based amortization methods for 
intangible assets is inappropriate. This presumption can be overcome only when 
revenue and the consumption of the economic benefits of the intangible asset are 
‘highly correlated,’ or when the intangible asset is expressed as a measure of 
revenue. 

 
The amendments to PAS 16, Property, Plant and Equipment explicitly state that 
revenue-based methods of depreciation cannot be used for property, plant and 
equipment. This is because such methods reflect factors other than the consumption 
of economic benefits embodied in the asset - e.g. changes in sales volumes and 
prices. 

 
 Equity Method in Separate Financial Statements (Amendments to PAS 27). The 

amendments allow the use of the equity method in separate financial statements, and 
apply to the accounting not only for associates and joint ventures, but also for 
subsidiaries. 

 
 Annual Improvements to PFRSs 2012 - 2014 Cycle. This cycle of improvements 

contains amendments to four standards, none of which are expected to have 
significant impact on the Group’s consolidated financial statements. 
 

 Disclosure of information “elsewhere in the interim financial report” (Amendment 
to PAS 34). PAS 34 is amended to clarify that certain disclosures, if they are not 
included in the notes to interim financial statements, may be disclosed “elsewhere 
in the interim financial report” - i.e. incorporated by cross-reference from the 
interim financial statements to another part of the interim financial report (e.g. 
management commentary or risk report). The interim financial report is 
incomplete if the interim financial statements and any disclosure incorporated by 

cross‑ reference are not made available to users of the interim financial 
statements on the same terms and at the same time. 

 
The amendment to PAS 34 is applied retrospectively, in accordance with  
PAS 8, Accounting Policies, Changes in Accounting Estimates and Errors. 

 

 Disclosure Initiative (Amendments to PAS 1) addresses some concerns 
expressed about existing presentation and disclosure requirements and to ensure 
that entities are able to use judgment when applying PAS 1. The amendments 
clarify that: 
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- Information should not be obscured by aggregating or by providing immaterial 
information. 
 

- Materiality considerations apply to all parts of the financial statements, even 
when a standard requires a specific disclosure. 

 

- The list of line items to be presented in the statement of financial position and 
statement of profit or loss and other comprehensive income can be 
disaggregated and aggregated as relevant and additional guidance on 
subtotals in these statements. 

 

- An entity’s share of OCI of equity-accounted associates and joint ventures 
should be presented in aggregate as single line items based on whether or 
not it will subsequently be reclassified to profit or loss. 

 
 

Standards Issued but Not Yet Adopted 
A number of new standards and amendments to standards are effective for annual 
periods beginning after January 1, 2016.  However, the Group has not applied the 
following new or amended standards in preparing these consolidated financial 
statements. Unless otherwise stated, none of these are expected to have a significant 
impact on the Group’s consolidated financial statements. 
 
Effective January 1, 2017 
 
 Disclosure initiative (Amendments to 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 to 
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 clarify that: 
 

 the existence of a deductible temporary difference depends solely on a 
comparison of the carrying 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 sufficient taxable 
profit will be available in future periods excludes tax deductions resulting from 
the reversal of the deductible temporary differences; 
 

 the estimate of probable future taxable profit may include the recovery of 
some of an entity's assets for more than their carrying amount if there is 
sufficient 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. 



Page 23 of 35 – Management Report 

 
The amendments are to be applied retrospectively for annual periods beginning 
on or after January 1, 2017. Early adoption is permitted. On initial application, the 
change in the opening equity of the earliest comparative period may be 
recognized in opening retained earnings (or in another component of equity, as 
appropriate), without allocating the change between opening retained earnings 
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 
calculating 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 to be applied retrospectively for annual periods beginning on 
or after January 1, 2018, with early adoption permitted. 
 
The Group is assessing the potential impact on its consolidated financial 
statements resulting from the application of PFRS 9. 
 

 PFRS 15, Revenue from Contracts with Customers replaces PAS 11, 
Construction Contracts, 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 or services to a customer at the amount to 
which the company expects to 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 control 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 
exchange non-monetary assets to facilitate sales to other parties. Furthermore, if 
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. 

 
However, the FRSC has yet to issue/approve this new revenue standard for local 
adoption pending completion of a study by the Philippine Interpretations 
Committee on its impact on the real estate industry. If approved, the standard is 
effective for annual periods beginning on or after January 1, 2018, with early 
adoption permitted. 

 
Effective January 1, 2019 
 
 PFRS 16 Leases supersedes PAS 17 Leases and the related Philippine 

Interpretations. The new standard introduces a single lease accounting model for 
lessees under which all major leases are recognized on-balance sheet, removing 
the lease classification test. Lease accounting for lessors essentially remains 
unchanged except for a number of details including the application of the new 
lease definition, new sale-and-leaseback guidance, new sub-lease guidance and 
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new disclosure requirements. Practical expedients and targeted reliefs were 
introduced including an optional lessee exemption for short-term leases (leases 
with a term of 12 months or less) and low-value items, as well as the permission 
of portfolio-level accounting instead of applying the requirements to individual 
leases. New estimates and judgmental thresholds that affect the identification, 
classification and measurement of lease transactions, as well as requirements to 
reassess certain key estimates and judgments at each reporting date were 
introduced. 

 
PFRS 16 is effective for annual periods beginning on or after January 1, 2019. 
Earlier application is permitted for entities that apply PFRS 15 Revenue from 
Contracts with Customers at or before the date of initial application of PFRS 16. 

 
The Group is currently assessing the potential impact of PFRS 16 and plans to 
adopt this new standard on leases on the required effective date. 

 
 Sale or Contribution of Assets between an Investor and its Associate or Joint Venture 

(Amendments to PFRS 10 and PAS 28). The amendments address an inconsistency 
between the requirements in PFRS 10 and in PAS 28, in dealing with the sale or 
contribution of assets between an investor and its associate or joint venture.   

 
The amendments require that a full gain or loss is recognized when a transaction 
involves a business (whether it is housed in a subsidiary or not). A partial gain or 
loss is recognized when a transaction involves assets that do not constitute a 
business, even if these assets are housed in a subsidiary. 
 
Originally, the amendments apply prospectively for annual periods beginning on 
or after January 1, 2016 with early adoption permitted. However, on January 13, 
2016, the FRSC decided to postpone the effective date of these amendments 
until the IASB has completed its broader review of the research project on equity 
accounting that may result in the simplification of accounting for such transactions 
and of other aspects of accounting for associates and joint ventures. 

 
 
 
Other information:      
 

 The Company’s businesses are 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 global economic and industry 
conditions; 

 natural events (earthquake, typhoons and other major calamities); and 
 material changes in exchange rates. 

 There was no known trend, event or uncertainty that had or may have a material impact 
on liquidity and on revenues or income from continuing operations. There was no known 
event that may cause a material change in the relationships between costs and revenues. 

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

 There was no event that will trigger direct or contingent financial obligation that is material 
to the Company, including any default or acceleration of an obligation. 

 Except for the commitments and contingencies mentioned in Note 23 of the consolidated 
financial statements, the Company has no knowledge of any material off-balance sheet 
(statement of financial position) transactions, arrangements, obligations and other 
relationships of the Company with unconsolidated entities or other persons created during 
the reporting period that would address the past and would have material impact on 
future operations. 

 Projected capital expenditures for 2017 is P4.6 billion, which includes yard and berth 
development as well as equipment acquisition.  The capital expenditure will strengthen 
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the Company's operations and capability to handle growth and will be sourced from 
internal funds. 

 
Key Performance Indicators (KPIs) 
 
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 2016: 

 ATIB’s total assets were only 9.6% of the consolidated total assets 

 Income before other income and expense from ATIB was only 14.1% of consolidated 
income before other income and expense.5 

 

                                                 
5 Income before other income and expense is defined as income before net financing costs, net gains on derivative 

instruments and others. 
6 RIFR is the new KPI for injuries introduced in 2014 to replace LTIFR. RIFR is a more stringent KPI as it covers not 

only Lost Time Injuries (LTIs) but also Medically Treated Injuries (MTIs) and Fatality incidents. 

 

Consolidated 
KPI 

Manner of 
Calculation 2016 2015 Discussion 

Return on Capital 
Employed 

Percentage of 
income before 
interest and tax over 
capital employed 

16.2% 15.5% 

Increase resulted from 
higher income before 
other income 
(expense) during the 
period.  

Return on Equity 
attributable to 
equity holders of 
the parent 

Percentage of net 
income over equity 
attributable to equity 
holders of the parent 

16.9% 17.0% 
Decrease due to 
higher equity. 

Current ratio 
Ratio of current 
assets over current 
liabilities 

2.85 : 1.00 2.82 : 1.00 
Increase due to higher 
current asset. 

Asset to equity 
ratio 

Ratio of total assets 
over equity 
attributable to equity 
holders of the parent 

1.97 : 1.00 1.99 : 1.00 
Decrease due to 
higher equity. 

Debt to equity 
ratio 

Ratio of total 
liabilities over equity 
attributable to equity 
holders of the parent 

0.97 : 1.00 0.99 : 1.00 
Decrease due to 
higher equity. 

Days Sales in 
Receivables 
(DSR) 

Gross trade 
receivables over 
revenues multiplied 
by number of days 

12 days 8 days 
Due to higher trade 
receivables. 

Net Income 
Margin 

Net income over 
revenues less 
government share in 
revenues 

25.3% 26.2% 
Decrease due to 
higher expenses. 

Reportable Injury 
Frequency Rate 
(RIFR)6  

Number of 
reportable injuries 
within a given 
accounting period 
relative to the total 
number of hours 
worked in the same 
accounting period. 

1.05 1.63 

Improved as a result 
of extensive safety 
campaign and strict 
implementation of 
HSES policies. 
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Summary of Selected Financial Data (in millions) 

Description Year ended 
December 31, 

2016 

Year ended 
December 31, 

2015 

Revenues P  9,249.2 P  8,146.5 

Net income  1,905.0 1,767.2 

Total assets 23,139.0 21,341.8 

Total liabilities 11,378.9 10,594.1 

 
Information on Independent Accountant and External Audit Fees 

 
The appointment of R.G. Manabat & Co. as the external auditors of Asian Terminals, Inc. for 
2018 was approved by the shareholders during the annual meeting held on April 26, 2018.  
The same external auditors are being recommended for re-election at the scheduled annual 
meeting of the Stockholders.  
 
In compliance with Securities Regulation Code Rule 68, Ms. Emerald Anne Bagnes was 
appointed as the Partner-in-Charge beginning 2018 replacing Mr. Enrico Baluyut who served 
as ATI’s Partner-in-Charge since 2013. However, last November 2018, Mr. Bagnes was 
replaced by Ms. Alicia S. Columbres when the former assumed the position of Head of Audit 
at R.G. Manabat & Co. 
 
The aggregate fees for audit services rendered were as follows:  
  
 

  
Audit Fees are for professional services rendered in connection with the audit of our 

annual financial statements and services provided by the external auditors in connection with 
statutory and regulatory filings or engagements.  
  

There was no engagement for tax or other services with R.G. Manabat & Co. in 2018 
and 2017. 
 
 
Audit Committee Pre-Approval Policy  
  
The Audit Committee pre-approves and recommends to the Board of Directors all audit and 
non-audit services to be rendered by the external auditors as well as the engagement fees 
and other compensation to be paid. When deciding whether to approve these items, the Audit 
Committee takes into account whether the provision of any non-audit service is compatible 
with the independence standards under the guidelines of the SEC. To assist in this 
undertaking, the Audit Committee actively engages in a dialogue with the external auditors 
with respect to any disclosed relationships or services that may impact their objectivity and 
independence and, if appropriate, recommends that the Board take appropriate action to 
ensure their independence.   
 
 
Financial Statements 
 
The audited consolidated financial statements are herein attached as Exhibit 1. 
 
 
Changes in and Disagreements with Accountants on Accounting and Financial 
Disclosures 
 
There was no change in or disagreement with external auditors on accounting and financial 
disclosures. 

  2018 (P’000) 2017 (P’000) 

Audit Fees           3,038.0                  2,950.0 
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Description of the General Nature and Scope of the Business 

 
 
Corporate Background  
 
Asian Terminals, Inc.  (ATI), formerly known as Marina Port Services, Inc. (MPSI), was 
incorporated on July 9, 1986 to provide general services with respect to the operation and 
management of port terminals in the Philippines. In August 1990, a consortium of local and 
foreign companies acquired all the issued and outstanding capital stock of ATI. 

 
South Harbor  
 
ATI manages and operates the South Harbor pursuant to the Third Supplement to the 
Contract for Cargo Handling Services and Related Services granted by the Philippine Ports 
Authority (PPA) extending ATI’s South Harbor concession for twenty five (25) years or until 
May 2038. 

The Container Terminal Division handles stevedoring, arrastre, warehousing, storage, 
cranage, container freight station (CFS) and other port-related services for international 
cargoes. ATI’s 5-year lease contract commencing in 2011 over two parcels of land located in 
Sta. Mesa, City of Manila continued and is extended until January 2022.  This land is being 
used exclusively as an off-dock container depot.  

Pier 15 is dedicated to General Stevedoring operations which provide arrastre, stevedoring 
and storage services to international shipping lines. 

The ATI South Harbor facility is certified compliant with the International Ship and Port Facility 
Security (ISPS) Code issued by the Office for Transportation Security, DOTC valid until 
November 2019.  

The ATI South Harbor facility has completed the follow-up audit for the Integrated 
Management Systems last October 2018 which covered ISO 14001:2015 (Environment), ISO 
45001:2018 (Health and Safety), ISO 9001: 2015 (Quality) and ISO28000:2007 (Specification 
for the Supply Chain Security). All certificates are current and updated. 

 
Inland Clearance Depot (Laguna) 

 
The Inland Clearance Depot (ICD) was established pursuant to Customs Memorandum Order 
No. 11-97 which designated ICD as an extension of the Port of Manila and as a customs 
bonded facility. This permits the immediate transfer of cargoes to the facility while still being 
cleared by customs in Manila. This provides savings in storage charges and efficient just-in- 
time delivery for clients in the CALABARZON area. The facility provides storage, trucking, 
just-in-time delivery, brokerage and maintenance and repair services for its clients.  Customs 
Memorandum Order No. 23-2003 expanded the operations of the ATI-Calamba ICD to 
include servicing the Port of Batangas, in addition to the Port of Manila. 
 
The ICD also serves as an empty container depot for shipping lines. This provides greater 
operational efficiency and minimizes locators’ costs.  

The facility is equipped with CCTV cameras for security monitoring. 

The Inland Clearance Depot has completed the follow-up audit for the Integrated 
Management Systems last October 2018 which covered ISO 14001:2015 (Environment), ISO 
45001:2018 (Health and Safety), ISO 9001: 2015 (Quality) and ISO28000:2007 (Specification 
for the Supply Chain Security). All certificates are current and updated. 
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Port of Batangas  

 
ATI Batangas, Inc. (ATIB), a 99.17%-owned subsidiary of ATI, is the sole cargo handling 
contractor operating at the Port of Batangas. ATI provides management services to ATIB 
relating to operations, marketing, training and administration.  

ATIB had a 10-year Cargo Handling Contract in Phase 1 of the Port of Batangas effective 
until October 2015, under which it provides arrastre, stevedoring, storage and related cargo 
handling services.  By virtue of the same contract, ATIB was also given the right to manage 
and operate the Fastcraft Passenger Terminal and to provide specific services and amenities 
to all passengers, both for fastcraft and RO-RO vessels. 

A Lease Agreement for the management and operation of additional assets and facilities in 
Phase 1 was signed by ATIB effective August 1, 2009 and co-terminous with the above-
mentioned 10-year agreement.  Pursuant to this Lease Agreement, the Passenger Terminal 
Building 2 was turned over to ATIB in May 2010.   

On 2 October 2015, ATIB and ATI signed a Contract for the Management, Operation, 
Maintenance and Development of Phase I, Port of Batangas for a term commencing 01 
October 2015 until 30 September 2025.  This contract effectively consolidates the above-
mentioned contracts of ATIB in Phase 1, Port of Batangas, and included the contract to lease 
the Main Passenger Terminal Building mentioned in the narrative below. 

On January 18, 2010, the PPA issued to ATI the Notice to Proceed to Award the Contract for 
the Management, Operation, Maintenance, Development and Promotion of the Container 
Terminal “A-1”, Phase II of the Port of Batangas for a period of 25 years. The contract was 
signed on March 25, 2010 and is effective for a term of 25 years.  The Notice to Proceed 
dated June 16, 2010 allowed ATI to start and commence operations at the Terminal on 1 July 
2010. 
 
The container terminal handles stevedoring, arrastre, storage, container freight station (CFS) 
and other port related activities for domestic and international shipping lines. Other special 
services include ship’s husbanding, maintenance and repair services, and trucking.  

ATI’s 5-year lease agreement with PPA effective 3 April 2012 covering a land adjacent to the 
CFS area of the Container Terminal “A-1” continued in 2017 and 2018.  This area is being 
utilized as storage for completely built units (CBU) of vehicles. 

ATIB and Batangas Container Terminal has completed the follow-up audit for the Integrated 
Management Systems last October 2018 which covered ISO 14001:2015 (Environment), ISO 
45001:2018 (Health and Safety), ISO 9001: 2015 (Quality) and ISO28000:2007 (Specification 
for the Supply Chain Security). All certificates are current and updated. 

ATIB and Batangas Container Terminal is certified compliant with the International Ship and 
Port Facility Security (ISPS) Code issued by the Office for Transportation Security, DOTC. 

 

Batangas Supply Base  

On February 13, 2007, ATIB entered into a contract to lease the Main Passenger Terminal 
Building for the purpose of operating a supply base for companies engaged in oil and gas 
exploration.  The contract was initially effective for five (5) years, but was renewed to be 
effective until 19 October 2015, extended until 2017, and then was renewed effective 1 
December 2017 until 29 February 2024.The agreement for this facility was included in the 
“Contract for the Management, Operation, Maintenance and Development of Phase I, Port of 
Batangas” which was renewed dated 2 October 2015 for a term of 10 years from 01 October 
2015 until 30 September 2025. 

ATI operates and manages the Batangas Supply Base within the Port of Batangas under a 
contract with Shell Philippines Exploration B.V. (SPEX). The Supply Base provides logistics 
support to the Malampaya Gas-to-Power-Project which includes cargo-handling, crane and 
equipment hire, transport, labor, vessel agency and waste management. The life of the 
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Malampaya Gas field is approximately 20 years. Its other major client is Rubicon Offshore, 
International, Inc.  

The Batangas Supply Base has completed the follow-up audit for the Integrated Management 
Systems last October 2018 which covered ISO 14001:2015 (Environment), ISO 45001:2018 
(Health and Safety), ISO 9001: 2015 (Quality) and ISO28000:2007 (Specification for the 
Supply Chain Security). All certificates are current and updated. 
 

Tanza Barge Terminal 

ATI intends to develop a barge terminal in Tanza, Cavite to cater to PEZA cargoes.  In 
preparation for this project, Tanza Container Terminal, Inc. was incorporated on 18 January 
2018.  On 15 February 2018, ATI signed an initial lease term of 6-months over a property in 
Tanza, Cavite, for Php1.54 million per month. The initial lease term has been extended and 
the rental suspended until regulatory permits (primarily from PEZA) for the development of a 
barge terminal in an ecozone are established. The source of funding will be a combination of 
internally generated funds and bank borrowings.  

 

South Cotabato Integrated Port Services, Inc. 

ATI owns 35.71% of the issued and outstanding capital stock of South Cotabato Integrated 
Port Services, Inc. (SCIPSI). 

SCIPSI is the existing cargo handling operator at the Makar Wharf in the Port of General 
Santos, General Santos City. It is located near the business center of the city and caters to 
the needs of local businesses (which are engaged mainly in agriculture, fisheries, livestock 
and poultry) as well as importers and exporters.  

The services provided by SCIPSI include container terminal handling, arrastre, stevedoring, 
bagging, domestic cargo handling and equipment services. 

SCIPSI is ISO 14001:2004, OHSAS 18001:2007 and ISO 9001:2008 certified since 2004.  It 
is Investors in People (IiP) certified beginning June 16, 2009. In September 2015, SCIPSI 
reached the IiP – Gold Accreditation.   In June 2016, SCIPSI won the IiP Gold Employer of 
the Year (International) Award in London. 

The renewal of compliance certificate with the International Ship and Port Facility Security 
Code issued by the Office of Transport Security (OTS) is currently being processed.  
 
 

 

Percentage of Sales or Revenues and Contributed by Foreign Sales for each of the last 
3 FY. 

 

  2018 2017 2016 

Service Amount % to Total Amount % to Total Amount % to Total 

Stevedoring 5,368,521 44% 4,833,068 46% 4,041,808 44% 

Arrastre 4,572,477 37% 3,715,092 35% 3,644,314 39% 

Logistics 72,726 1% 104,286 1% 108,417 1% 

Special/Other 
Services 2,262,954 18% 1,950,726 18% 1,454,623 16% 

TOTAL 12,276,678 100% 10,603,172 100% 9,249,162 100% 
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  2018 2017 2016 

              

Source Amount % to Total Amount % to Total Amount % to Total 

Domestic 406,690 3% 327,524 3% 384,976 4% 

Foreign 11,869,988 97% 10,275,648 97% 8,864,186 96% 

TOTAL 12,276,678 100% 10,603,172 100% 9,249,162 100% 

 

 
 
Competition  
 
ATI manages the South Harbor at the Port of Manila. Its major competitor on the container 
business is International Container Terminal Services, Inc., which operates the Manila 
International Container Terminal; and on the non-containerized business, Harbour Centre 
Port Terminal Inc., which operates a private commercial port at the northern end of the Manila 
North Harbor.  
 
At the Port of Batangas, ATIB competes with two (2) major private commercial ports on 
breakbulk cargoes -- Philippine National Oil Corporation Energy Base and Bauan 
International Port Inc. The Batangas Container Terminal has no direct competitor. 

The ICD competes with ICTSI’s Laguna Gateway Inland Container Terminal (LGICT) located 
in Calamba, Laguna. The LGICT is an extension of the seaport operations of the MICT. 
 
 

Effect of existing or probable governmental regulations on the business 

Various laws, orders, rules and regulations govern ATI’s business and operations.  ATI’s 
commitments and authority to manage, operate, maintain, develop and promote its business 
are based on the terms provided in its various contracts with and the administrative rules 
issued by the Philippine Ports Authority (PPA).  The regulatory powers of government 
agencies namely the Department of Labor and Employment (DOLE), Department of 
Environment and Natural Resources (DENR), Securities and Exchange Commission (SEC), 
Bureau of Customs (BOC), Philippine Competition Commission, as well as the concerned 
Local Government Units (LGU) over various aspects of its business and intended projects, 
facilitate and ensure observance of existing laws. 

 
 
Employees  

ATI has a total manpower complement of 1,853 as of December 31, 2018. Of the total, 1,539 
are in Operations, 191 are in Maintenance and 123 are in Management and Administration. 
The projected headcount for next 12 months is 2,046. 

About 79% of the existing manpower is covered by collective bargaining agreements as 
follows: 
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TYPE OF WORKER UNION FROM TO 

Equipment operators 
and dockworkers 

Associated Workers Union (AWU) 12/01/13 11/30/18* 

Stevedores  Katipunan ng mga Mangagawa sa 
Daungan 

12/01/13 11/30/18* 

Field Supervisors Associated Skilled and Technical 
Employees Union 

08/16/16 08/15/21 

Checkers South Harbor Independent Port 
Checkers Union 

09/07/16 09/07/21 

Stevedores and 
dockworkers 

Batangas Pier Stevedores and Labor 
Union 

11/06/17 11/05/22 

              *ongoing negotiation for renewal of CBA 

There were no labor strikes for the past twenty (20) years.  

 

 

Costs and Effects of Compliance with Environmental Laws  

 

In 2018 ATI incurred approximately Php 4.4 million for various environmental activities and 
other environment related projects. The Company also participated in Corporate Social 
Responsibility activities benefiting nearby communities. 

 
ATI business units maintain its current certifications to ISO 14001:2015 Environmental 
Management System and has transitioned to the newly published ISO 45001:2018 
Occupational Health and Safety Management System.  

 
Business Risks 
 
The Company regularly undertakes a Business Risk Profile review where risks are identified 
by priority based on a systematic assessment of probability and impact. Control strategies are 
identified and action points established with the designated accountable persons. Results and 
developments are monitored during reviews. 

Adequate bonds and insurance coverage with business interruption clauses and global 
umbrella scope, structural testing and improvement of facilities and equipment, compliance 
with government regulations, asset management systems, business continuity plans, disaster 
recovery procedures, safety and health management systems, emergency response 
procedures and security management systems are in place to meet operational 
contingencies.  Results and developments are monitored during reviews.  

Process controls, intensified collection efforts, rationalization of capital and operational 
spending, close monitoring of economic indicators and financial planning and budget controls 
are practiced to address financial and strategic contingencies. Regular monitoring and 
updating of system, assets and policies are ensured to maintain order and implement 
improvements in response to the growing market. 

Aggressive marketing approach and customer relations, regular dialogue with and active 
participation in the initiatives of concerned government entities and port users, productivity 
and efficiency improvements are initiated as far as commercial and legal contingencies are 
concerned. 
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PROPERTIES 
 
The Company has outstanding leases and subleases covering land, buildings, and offshore 
area in Manila (Sta. Mesa), Laguna (Calamba), Batangas (Sta. Clara) and Cavite (Tanza).  
Rental expenses on these properties in 2018 totaled P111.2 million. The current lease 
agreements have various expiration dates with the longest term expiring in August 2043. The 
leases are renewable upon mutual agreement with the lessor. There is no intention to 
purchase any of the real property currently being leased.  
 
 
Main Facilities 
 
 
South Harbor 
 
The Container Terminal operates a facility with 4 container berths. It has 975 meters of quay 
line equipped with twin-lift capable ship-to-shore gantry cranes. Capacity was 1.03m prior to 
2013 and has now been brought up to 1.2m through developments since 2013.  South Harbor 
provides optimal service through modern equipment comprising of Quay Cranes (QC), 
Rubber Tyred Gantries (RTG) with stacking capacity up to 6 levels, Container Stackers, 
Empty Handlers, and Internal Transfer Vehicles and forklifts. The Truck Holding Area can 
accommodate up to 300 trucks.  South Harbor has a Container Freight Station (CFS) and a 
Designated Examination Area with 5 x-ray machines. Since early 2014, with all domestic 
cargoes transferred to the domestic ports, the South Harbor facility offers efficient gate 
access through 5 corridors connecting to main roadways. The Terminal Operating System is 
managed with  Navis SPARCS (Synchronous Planning and Real Time Control System), a 
graphical planning software that guides proper segregation and stacking of containers, 
vessels berthing, loading and unloading, and equipment control.  
 

The General Stevedoring Division (GSD) occupies a single pier at the Manila South Harbor 
with a total of 5 berths and a beaching area for landing craft. It has three covered warehouses 
and a stacking area designed for completely built units. It is equipped with annually certified 
lifting gears and multiple heavy forklifts rated up to 30T. GSD also provides offshore 
conventional cargo handling at 18 anchorage berths inside the Manila Bay breakwater.  

  
Inland Clearance Depot  
 
ICD is a 4.2 hectare container yard facility. It has a maximum capacity of 2,500 TEUs. It is 
equipped with two (2) toploaders, two (2) reachstackers and one (1) unit of 3-tonner forklift to 
service the logistics requirement of clients. The core activities of ICD, among others, include 
the “Just-in-Time-Deliveries” for CALABARZON based consignees using the Ports of 
Batangas and Manila. 
 
 
Port of Batangas (Phase 1) (ATIB) 
 
The domestic terminal has 230-meter and 185-meter berths and three general cargo berths 
with lengths ranging from 130 meters to 180 meters. It has a storage area totaling 62,500 
square meters (sqm) and a transit shed measuring 3,000 square meters. Additional services, 
through partnerships, include operating an offshore supply base. 

 
ATIB operates two (2) modern passenger terminal buildings for high-speed inter-island ferries 
and RORO vessels. It has seven fast craft berths with a total length of 540 meters and 
a draft of five meters. It has a ferry berth 124 meters long with five meters draft and six RORO 
berths with a total length of 680 meters. The passenger terminal facility includes a 25,000 
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sqm. marshalling area for RORO vehicles. It can handle more than 3 million embarking 
passengers annually. 
 
Batangas Container Terminal (Container Terminal “A-1”, Phase II of the Port of 
Batangas) (BCT) 
 
The Batangas Container Terminal (“A-1”, Phase 2) has an existing berth length of 450 meters 
with a draft of 13 meters. The approximate area of the entire facility of 162,500 sqm include 
the container yard, working apron, maintenance and control buildings, gates and roadways. 
The container yard has a total of 1,900 twenty-foot ground slots and equipped with 8 units of 
RTGs. Ship-to-shore operations are equipped with 2 Quay Cranes. The terminal is also 
equipped with 10 reefer platforms, a 4,100 sqm. CFS, RFID gate management system, CCTV 
coverage, and back-up generator sets. Similar as in the South Harbor Container Terminal, the 
Terminal Operating System is managed with Navis SPARCS.  
 
 
Batangas Supply Base  
 
For its BSB operations, ATIB allocates an open area measuring nearly 11,000 sqm. for SPEX 
(Shell Philippines Exploration) in addition to a 2-level covered storage facility with a lot area of 
nearly 2,500 sqm.  
 
 
South Cotabato Integrated Port Services Inc.  

 
South Cotabato Integrated Port Services, Inc. (SCIPSI) operates the Makar Wharf in General 
Santos City.  Cargoes are loaded or unloaded using ships gears. It has a total berth length of 
850 meters.  SCIPSI receives and handles cargoes through the use of their various lifting 
equipment with capacities ranging from 3 tons to 40 tons. 
 
 

Legal Proceedings 

Please refer to the write-up under Item 5 (5) of the Information Statement. 

 

Directors and Executive Officers 

Please refer to the write-ups under Item 5 of the Information Statement. 

 
 
Market Price and Dividends 

Stock Prices 

 
The Company’s common equity is traded at the Philippine Stock Exchange. Following are the 
high and low prices sales prices for each quarter within the last two fiscal years: 
 

2017 High Low 

First Quarter (Jan. – Mar.) 12.40 10.26 

Second Quarter (Apr. – June) 12.36 10.80 

Third Quarter (July – Sept.) 11.60 10.60 

Fourth Quarter (Oct. - Dec.) 12.20 10.90 

2018 High Low 

First Quarter (Jan. – Mar.) 13.10 11.00 

Second Quarter (Apr. – June) 13.48 12.28 

Third Quarter (July – Sept.) 16.94 13.02 

Fourth Quarter (Oct. - Dec.) 13.88 13.00 
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As of February 28, 2019, ATI shares were traded at its highest for the price of Php 15.76 , 
lowest for Php14.24 and closed at Php14.62. 

 
Cash Dividends 
 
The Company declared cash dividends for the last two fiscal years, as follows: 
  

Date Dividend Per Share Record Date 

April 27, 2017 0.43 May 19, 2017 

April 26, 2018 0.45 May 22, 2018 

 
Except for the availability of sufficient retained earnings, there is no restriction on the payment 
of dividend on common shares. 

 
 
Holders 
 
The following are the Top 20 Stockholders of ATI as of February 28, 2019: 
 

Name No. of Shares % to Total 

DP World Australia (POAL) Pty,Ltd.  346,466,600.00 17.32 

ATI Holdings, Inc. 291,371,230.00 14.57 

PCD Nominee Corp. (Filipino) 241,659,569.00 12.08 

Pecard Group Holdings, Inc.  198,203,968.00 9.91 

Philippine Seaport Inc. 196,911,524.00 9.85 

Daven Holdings, Inc. 155,906,071.00 7.80 

PCD Nominee Corp. (Non-Filipino) 133,958,612.00 6.70 

SG Holdings, Inc. 130,000,000.00 6.50 

Morray Holdings, Inc. 100,000,000.00 5.00 

Harbourside Holding Corp 80,000,000.00 4.00 

Aberlour Holding Company, Inc 71,517,463.00 3.58 

Rescom Developers, Inc.  26,627,884.00 1.33 

Tanco, Eusebio, H. 15,257,663.00 0.76 

Granite Realty Corp.  1,000,000.00 0.05 

Luym, Douglas 800,000.00 0.04 

Tanco, Joseph Luym 795,000.00 0.04 

Oben, Reginaldo &/or Teresa 784,266.00 0.04 

Tangco Joseph Agustin Eusebio,L.  500,000.00 0.03 

Chua, Willington &/or Constantino 435,000.00 0.02 

Tanco, Martin,  Khu 355,416.00 0.02 

TOTAL 1,992,550,266.00 99.63% 

 
 
 
 
 
Recent Sale of Unregistered Securities 
None. 
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Compliance on Corporate Governance 
 
The Company has substantially complied with the provisions of its Manual on Corporate 
Governance which was adopted in August 30, 2002 amended for various years. On April 27, 
2017, the Board in its regular meeting amended the Manual on Corporate Governance in 
substantial compliance to the provisions of the Memorandum Circular No. 19 series of 2016 
or the Code of Corporate Governance for Publicly Listed Companies.  

  
The Company commits to the principles and best practices of good corporate governance to 
attain its goals and objectives. Its principal officers and directors have attended Corporate 
Governance seminars and orientations in compliance with the provisions of its Manual of 
Corporate Governance and provisions of the SEC Memorandum Circular No. 19 series of 
2016. The seminars were given by accredited providers such as Risks, Opportunities, 
Assessment and Management (ROAM), Philippine Stock Exchange, SGV and Institute of 
Corporate Directors. 
 
The Company has not deviated from its Manual. Last November 2018, the Board, individual 
directors, Corporate Governance Committee, Nomination Committee, Compensation 
Committee and the key officers have undergone self-assessment. Over-all results yielded 
“excellent” scores and was reported by the Corporate Governance Committee to the Board. 
The Board took note of the results and approved the same in the board meeting on November 
29, 2018.The Audit Committee separately conducted its self-assessment last August 9, 
2018.7 
 
Continuous monitoring and compliance with the Corporate Governance Manual and other 
corporate standards are ensured through the Board and the board committees, Compliance 
Officer, President, Chief Financial Officer and the Internal and External Auditors.   

 

 

UNDERTAKING 

 
A copy of the Company’s annual report in SEC Form 17-A shall be provided free of 
charge to any stockholder upon his/her written request addressed to the Office of the 
Corporate Secretary, Asian Terminals, Inc., P.O. Box 3021, Manila.  
 
 
 
 

 

 

 

                                                 
7 Pursuant to SEC Memorandum Circular No. 4 series of 2012 and the ATI Audit Committee Charter.  
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