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ASIAN TERMINALS, INCORPORATED
Securities and Exchange Commission

SEC FORM 17-Q

Quarterly Report Pursuant to Section 17 of the Securities Regulation Code and SRC Rule 17-2(b) thereunder

1. For the quarter ended : September 30, 2010

2. Commission identification Number : 133653

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

4, Exact name of issuer as specified in its charter : ASIAN TERMIHALS. INC.

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

6. Industry Classification Code 3 (SEC Use Only)
7. Address of issuer's principal office : A. Bonifacio Drive South
Harbor, Port Area, Manila
8. Issuer's telephone number, including area code : 528-6000 (telephone number),
1018 (area code)
9. Former name, former address and former fiscal year, if changed since last report: A. Bonifacio

Drive, South Harbor Port Area, Manila

10. Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA
Number of shares of common stock
outstanding and amount of debt

‘Title of Each Class outstanding

Capital stock — common 2,000,000,000 shares

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

Philippine Stock Exchange C hares

12, Indicate by check mark whether the registrant:



(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17 thereunder
and Sections 26 and 141 of the Corporation Code of the Philippines, during the preceding twelve (12}
months (or for such shorter period the registrant was required to file such reports)

Yes [ X ] No [ 1]
(b) has been subject to such filing requirements for the past 20 days.

Yes [ X ] MNo [ ]



ASIAN TERMINALS, INC,

Securities and Exchange Commission Form 17-Q

PART I - FINANCIAL INFORMATION

Item 1. Financial Statements

With reference to the attached interim financial statements:

There were no common stock equivalents during the period. As such, basic and diluted eamings per
share were the same. Earnings per share for the period is shown in the accompanying Consolidated
Statements of Income.

The Company applied Philippine Financial Reporting Standards (PFRS) in preparing the consolidated
finaneial statements, '

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

Segment revenue and seoment result for business segments are reported under item 1 of the attached
Selected Explanatory Notes.

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

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

New Standards. Amendments to Standards and Interpretations Effective 2010

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

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

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

- Transaction costs, other than share and debt issue costs, will be expensed as incurred.

- Any pre-existing interest in the acquiree will be measured at fair value with the gain or loss
recognized in profit or loss,

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

Revised PAS 27, Consolidated and Separate Financial Statements (2008), requires accounting for
changes in ownership interests by the Company in a subsidiary, while maintaining control, to be
recognised as an equity transaction. When the Company loses control of a subsidiary, any interest
retained in the former subsidiary will be measured at fair value with the gain or loss recognised in
profit or loss.

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

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



Other Information

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



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

Consolidated Results of Operations for the nine months ended September 30, 2010

Net income for the nine months ended September 30, 2010 amounted to P1,665.4 million, 100.9% higher than
PE28.8 million for the same period last year. Earnings per share was P0.83 this year, up from P0.41 last year.

Continuing Operations

Income from continuing operations were up by 61.6% to P1,188.4 million in the nine months of 2010
from P735.5 million in the same period last year,

Revenues in the nine months of 2010 grew by 23.6% ta P3,407.7 million from P2,756.9 million in the
same period last year. Revenues from ports operations increased by 23.2% to P3,326.5 million this year
from P2,701.2 million last year and revenues from non-ports operations increased by 45.7% to P§1.2
million this year from P55.7 million last vear. '

In ports operations, revenues from South Harbor international container were higher by 21.6% and
international non-container were up by 69.4% due to increase in international trade at the Port of Manila,
Moreover, pursuant to PPA Memaorandum Circular No. 05-2009, tariff on cargo-related services for
foreign containerized and non-containerized at South Harbor was increased by 15%, 8% effective on May
B, 2009 and 7% effective January 1, 2010. Revenues from South Harbor domestic terminal operations
increased by 24.6% and revenues from Port of Batangas Phase 1 operations went up by 16.9%.

Cost and expenses in the nine months of 2010 amounted toP1,770.3 million, 13.0% higher than P1,566.6
million in the same period last year. Labor costs increased by 10.5% to P619.6 million this year from
P360.6 million last year mainly due to volume factor. Equipment running costs went up by 41.0% to
P326.9 million in 2010 from P231.8 million last year due to higher costs of electricity and fuel and
lubricants as a result of increases in volumes and in prices/rates. In addition, equipment repairs and
maintenance costs were up due to increase operational requirements. General transport costs of P33.3
million were 49.4% higher than P22.3 million last year due maimnly to higher volume in non-ports
operations. Facilities-related expenses rose by 34.4% to P31.8 million in 2010 from P23.7 million in
2009 due to higher expenses for road and building maintenance, Other expenses totaled P315.2 million
in 2010, 36.9% higher than P230.2 million last year, due to higher Processing expenses (brokerage,
wharfage, etc.), Security, health, environment and safety expenses and Management fees, among others.

Depreciation and amortization in the nine months of 2010 went down by 4.7% to P294.6 million from
P309.1 million in the same period last year brought about by disposals and end of life of certain property
and equipment. Taxes and licenses of P67.2 million this vear was lower by 25.9% against last year of
P90.6 million mainly on account of application of tax credits. Rentals of P43.2 nullion in 2010 decreased
by 20.7% from P54.4 million in 2009 as included last year was space rental for a non-recurring
transaction. Insurance of P38.4 million in 2010 declined by 12.5% from P43.9 million in 2009 due to
decrease in insurance premium and to foreign exchange rate factor.

Finance costs in the nine months of 2010 decreased by 66.8% to P73.3 million from P220.6 million in the
same period last year due to the significant reduction of interest bearing loans to P850 million as of end
September 2010 from P1.85 billion as of end September 2009. Finance income slightly increased by
2.0% to P25.1 million this year from P24.6 million last year., Others-net of P22.5 million in the nine
months of 2010 were 22.1% lower than P28.9 million in the same period last year due to foreign
exchange loss.

Income before income tax for the nine months of 2010 was up by 57.5% ta P1,611.7 million from
P1,023.1 million for the same period last year. Provision for income tax of P423.3 million in the nine
months of 2010 increased by 47.1% from P287.6 million in the same period last year.



Discontinued Operations

On August 9, 2010, the Company concluded the sale of all its shares in the outstanding capital stock of
Mariveles Grain Corporation (MGC) to Philippine Grain International Corporation at a price in excess of
the Company’s recorded book value for MGC shares. The Company operated the Mariveles Grains
Terminal (MGT), under its non-ports segment, on behalf of MGC. Net income from discontinued
aperations of MGT is reported in item 9 of the attached Selected Explanatory Notes,

The Company is affected by the local and global trade environment. Factors that could cause actual results of
the Company to differ materially include, but are not limited to:

* material adverse change in the Philippine and the global econonuc and industry conditions;

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

+ matenal changes in foreign exchange rates.

In the nine months of 2010:

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

e There had been no seasonal factor that had a2 material effect on the financial condition and results of
aperations,

e There had been no event known to management that could trigger direct or contingent financial obligation
that is matenial to the Company, including any default or acceleration of an obligation.

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

Consolidated Financial Condition

Total assets of P9,377.0 million as of September 30, 2010 increased by 17.1% from P8,007.2 million as of
December 31, 2009. Current assets grew by 189.4% to P3,941.7 million as of end September 30, 2010 from
P1,361.9 million as of end 2009. Cash and cash equivalents were up by 239.5% to P2,764.6 million as of
September 30, 2010 from P814.3 nullion as of December 31, 2009, Trade and other receivables were up by
186.2% to P945,1 million as of end September 30, 2010 from P330.2 million as of end 2009, The increase
was on account of the balance in the escrow account from the sale of MGC and the balance of receivable on
property insurance claims, both are expected to be collected within the first half of 2011, Spare parts and
supplies rose by 10.9% to P156.8 million as of September 30, 2010 from P141.4 million as of December 31,
2009 in support of operational requirements and equipment maintenance program. Prepayments as of
September 30, 2010 amounted to P75.3 million, slightly lower than P76.0 million as of December 31, 2009,

Total noncurrent assets decreased by 18.2% to P5,435.3 million as of September 30, 2010 from P6,645.3
million as of December 31, 2009. Investment in an associate went down by 5.9% to P61.0 million as of
September 30, 2010 from P64.8 million as of December 31, 2009 due to cash dividend from the investment.
Property and equipment-net of P386.6 million as of September 30, 2010 were lower by 77.5% from P1,718.2
million as of December 31, 2009 due to the derecognition of property and equipment in MGC. Additions to
property and equipment, which were not subject of the service concession arrangement, totaled P20,7 million.
Intangible assets-net went up by 3.5% to P4,881.5 million as of September 30, 2010 from P4,715.0 million as
of December 31, 2009, Additions to intangible assets which consisted of civil works and cargo handling
equipment that were subject of the service concession arrangement amounted to P447.3 million. Other
noncurrent assets of P82.4 million as of end September 30, 2010 declined by 25.5% from P110.6 million as of
end 2009 due to reductions in pension assets and in noncurrent prepayments.

Total liabilities amounted to P2,753.3 million as of September 30, 2010, up by 40.2% from P1,964.2 million
as of December 31, 2009. Trade and other payables of P1,716.7 million as of end September 30, 2010
increased by 95.1% from P880.0 million as of end 2009 due t¢ additional cash dividend of P500.0 million as
approved by the Board of Directors on September 22, 2010, higher fees payable to the Philippine Ports



Authority and additional accruals for personnel costs, interest on outstanding borrowings and other expenses.
Trade and other payables are covered by agreed payment schedules. Provisions for claims decreased by
11.4% to P46.9 million as of September 30, 2010 from P53.0 million as of December 31, 2009 due to
settlement of certain claims. Income and other taxes payable amounted to P128.6 million as of September 30,
2010, up by 7.1% from P120.0 million as of December 31, 2009,

Interest-bearing loans and other financial liabilities (current and non-current) of P845.5 mllion as of
September 30, 2010 were 6.5% lower than P304.0 million as of December 31, 2009 due to the termination of
the derivative liability. Balance of interest-bearing loans was PE50.0 million as of end September 2010, Of
this amount, P550.0 million will mature on December 19, 2012 and P300 million will mature on December
13, 2014. On October 26, 2010, the Company issued a notice of prepayment of the PS50 million loan,
Prepayment will be made by December 20, 2010, After prepayment in December 2010, the balance of
interest-bearing loans will be down to P300 million. All interest-bearing loans are denominated in Philippine
Peso and are at fixed interest rates.

Consolidated Cash Flows

Net cash provided by operating activities increased by 14.7% to P1,567.8 million in the nine months of 2010
from P1,366.3 million in the same period last year due mainly to higher operating income,

Net cash from in investing activities in the nine months of 2010 was P1.490.4 million vs. net cash used in
investing activities of P63.2 million last year This year included proceeds from sale of MGC of P1,793.8
million. Funds used in acquisitions of Property and Equipment and Intangibles totaled P468.0 million this
year, up from P104.1 million last year.

Cash used in financing activities increased by 10.8% to P1,080.8 million this year vs, P975.8 million last
year. There was no debt payment this year while P475.0 million was paid last year. Cash dividends paid this
year was P1,080 million, up from P500 million last year.




Key Performance Indicators (KPI)

KPIs discussed below were based on consolidated amounts as portions pertaining to the Company’s
subsidiary ATI Batangas, Inc. (ATIB) were not material. As of end September 2010:

e ATIB’s total assets were only 3,5% of the consolidated total assets
e Combined income before other income and expense for ATIB was only 8.6% of consolidated income
before other income and expenses.

As of September 30
Consolidated
KPI Manner of Calculation 2010 2009 Discussion
Percentage of annualized
income before other Increase resulted
iNcome {expenses) over . from higher income
Return on capital emploved (total before other income
Capital asset less current and expenses.
Employed liabilities less cash) 46.2% 31.6%
Return on Percentage of annualized Increase resulted
Stockholder’s net income over total from higher net
Equity stockholders' equity 35.0% 20.1% | income.
) [mproved due to
Ratio of total liabilities payment of debt and
Debt to equity | over total stockholders’ higher stockholders’
ratio equity 0.42:1.00 | 0.55:1.00 | equity.
Improved as a result
Days Sales in Gross trade receivables of accounts
Feceivables over revenues multiplied management
{DSR) by number of days 15 days 17 days | imitiatives.
No. of lost time from
i . On account of
Lost Time injuries per standard Hiher anfrtes
Injury manhours (.95 0.72 g

Note: Income before other income and expenses is defined as Revenues less Costs and expenses.

PART II. OTHER INFORMATION

-  On April 22, 2010, the Board of Directors of ATI approved a cash dividend of P0.29 per share to
stockholders on record as of May 21, 2010. Dividends were paid on June 17, 2010,

- On August 9, 2010, the Company concluded the sale of all its shares in the outstanding capital stock of
Mariveles Grain Corporation (MGC) to Philippine Grain Intemational Corporation at a price in excess of
the Company’s recorded book value for MGC shares. Following the sale, the Company expects to focus
on expanding and upgrading its other businesses and on growing its ability to generate revenue from
existing and new port operations.

- On September 22, 2010, the Board of Directors of ATI approved a cash dividend of P0.25 per share to
stockholders on record as of October 6, 2010, Dividends were paid on October 20, 2010. As of date of
this report, the Company has ordinary shares only.



Submissions of SEC Form 17-C:

Date Filed

Reference

Particulars

January 15, 2010

SEC 17-C

Certification of compliance with the Manual on
Corporate Governance

January 15, 2010

SEC 17-C

Certification of Attendance of Directors during
Board Meetings for the year 2009

January 19, 2010

SEC 17-C

Appeal with the Central Board of Assessment
Appeals (CBAA)

January 21, 2010

SEC 17-C

Receipt trom the Philippine Ports Authority of
the Notice of Award of Contract for the
Management, Operation, Development and
Promotion of Container Terminal “A-1" in Phase
Il of the Port of Batangas, for 4 period of twenty-
five (25) years,

February 17, 2010

SEC 17-C

Notice of Guidelines for Nominations for
Election to the Board

February 23, 2010

SEC 17-C

Election of Mr. Kwok Leung Law as Director
and his appointment to Board Committees left
vacant by the resignation of Mr. Lawrence Ho;
2010 Annual Stockholders’ Meeting and record
date; Signing of Credit Line Facility with
Metrobank.

March 29, 2010

SEC 17-C

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

Apnl 21,2010

SEC 17-C

Signing of Revolving Committed Credit Line
Facility with Security Bank

April 27,2010

SEC17-C

Dividend declaration, appointment of
independent auditors, results of the 2010 Annual
Stockholders' Meeting and Organizational
Meeting

May 14, 2010

SEC 17-C

Receipt of Decision from RTC of Batangas City
on the case of ATIB vs. RGB and Batangas PPA

June 7, 2010

SEC 17-C

Approval of the Proposed Sale of MGC and the
holding of a Special Stockholders’ Meeting on
July 30, 2010 for the approval of the proposed
sale. Fixing of record date on July 1, 2010

August 3, 2010

SEC 17-C

Result of the Special Stockholders’ Meeting
(July 30, 2010) where more than 2/3 of the
outstanding capital stock of ATI approved to
offer and sell the shares of MGC to a third party
purchaser

August 12, 2010

SEC 17-C

Conclusion of the sale of MGC to Philippine
Grain International Corporation

September 23, 2010

SEC 17-C

Cash Dividend Declaration




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

SIGNATURES

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

signed on its behalf by the undersigned thereunto duly authorized.

ASTAN TERMINALS, INCORPORATED

ballogd

MA. LUISA E. NOGRALES
Vice President and Chief Financial Officer

Date : November 12, 2010

Principal Financial/Accounting Officer:

YAV o

MARICAR B. PLENO
Assistant Vice President for Accounting and Financial Planning

Date : November 12, 2010
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ASIAN TERMINALS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

September 2010
{Unaudited)

December 2009
(Audited)

ASSETS

Current Assets

{in Thousands)

Cash and cash equivalents P 2,764,573 514,339
Trade and other receivables - net 945,054 330,175
Spare parts and supplies - at net realizable value 156,812 141,422
Prepaid expenses 75,298 76,012
Total Current Assets 3,941,737 1,361,948
Moncurrent Assets
[nvestment in an associate - al equity 61.011 64,828
Property and equipment - net 386,619 1,718,179
Intangible assets - net 4,881,502 4. 715,033
Other financial assets 23,701 25958
Deferred tax assets - net - 10,721
Other noncurrent assets 82,435 110,579
Total Noncurrent Assets 5,435,268 6,645,298
TOTAL ASSETS P 9,377,006 8,007,246
LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables P 1,716,663 BE0,031
Current portion of interest-bearing loans
other financial liabilities - 16,378
Provisions for claims 46,948 53,014
Income and other taxes payable 128,568 120,011
Total Current Liabilities 1,892,179 1,069,434
Noncurrent Liabilities
Interest bearing loans and other financial
liabilities - net of current portion 845,517 887,631
Pension lability 9,025 7,138
Deferred tax liabilities 6.596 =
Total Noncurrent Liabilities 861,137 894,760
Equity Attributable to Equity Holders of the Parent
Capital stock 2,000,000 2,000,000
Additional paid in capital 264,300 264,300
Retained eamings 4,358,000 3,773,393
Other reserves 747 4,692
6,623,047 6,042 385
Non-controlling Interest 642 638
Total Equity 6,623,689 6,043,043
TOTAL LIABILITIES AND EQUITY P 9,377,006 8,007,246

"



ASIAN TERMINALS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
(Umaairend, £t Thousands, Excepr Per Share Dinra)

For the thind guarter

For the nine months

Ended September 30 Ended September 30
2010 2004 010 20009
REVENUES P 1068488 P 964,075 P JA07TI4 P 2,756,502
COSTS AND EXPENSES (611,899} (506,154) (1, 7T, 253) {1, 566,643)
OTHER INCOME AND EXPENSES
Finance cost (25,084) (58,047) (73,284) (220,573)
Finance income 13,547 5393 25,060 24,574
Others - net 5,533 8,830 22486 23,378
INCOME BEFORE INCOME TAX 450,585 404,097 1,611,713 1,023,138
INCOME TAX EXPENSE
Current 98,029 116,314 419,029 292,007
Dreferred (1,147} (4610 4302 (4,415]
06,982 115,853 423,331 287,592
INCOME FROM CONTINUING OPERATIONS 353,703 288,244 1,188,392 735546
DISCONTINUED OPERATIONS
Met income from discontinued operations (net of income tax) 399,637 20,678 477,019 93,274
NET INCOME P 753,340 P J0E, 522 P 1665421 P K28 524
Attributable To: )
Ormers of the Parent Company P 753,058 08,864 P 1,664,607 P R2E.403
Mon-controlling interest 181 58 B4 421
P 753340 P 308,922 P 1,665421 P B2E .23
BasicTiluted Earnings Per Share Attributable
to Owners of the Parent Company P 023 P 0.15 P 033 P 0.1
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ASIAN TERMINALS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the third guarter ended September 30

For the nine months ended September 30

2010 2009

2010 2005

e Thensands)

fIm Thousmmds)

Met income for the penod P 753340 P 308.924 P 1665421 P H28.524
Oiher comprehensive income
Fair value gain on cash flow hedges - 1,122 - 15,833
Tax on ilems taken directly o equity - {2.13T) - {4.750)
Orther comprehensive income, net of tax 753,340 313,909 1665421 239507
Total comprehensive income for the peniod P 783340 P 313,900 P 1,665,421 P 330,007
Attributable To:
Equity holders of the parent 753,058 P 313,850 P 1664607 P H30.4E6
Minority inlerests 282 549 814 421
P 753,340 P 313,904 P 1665421 P 3359.907

13



ASIAN TERMINALS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(In Thousamds)

Retained Earnings

Commuaon Stock Additional Appropriated for  Unappropriated Other Taotal MNon-controlling Tuotal Erquity
Paid-in Capital  Port Development Reserves Interests

Balance at January 1, 2010 P 1000000 P 64,300 P 500,000 P 3273393 P 4,69 P 642385 P 658 P 6,043,043
Appropriations for the period . . 500,000 (500,000) = = - -
Cash dividends - P0.29 a share for ATI - (SHO0,000) - (SB0,000) (830) (580,830)
Cash dividends - B0.25 a share for AT = - (S00,000) - (500,000} - (500,000)
Change in equity of a subsidiary - - - (3,945) (3,945) - {3,945)
Net income for the period - - - 1,664,607 - 1,664,607 814 1,665,421
Balance at September 30, 2010 P 000,00 P 264,300 P 1,000,000 P 3. 358,000 P 747 P 6,623,047 P 642 P 0,623,689
Balance at January 1, 2000 I 200000 P 26,300 P SOHLOOD P 2610716 (P 57.136) P 5318880 P 681 5319561
Cash dividends - PO.25 a share for ATI - - = (S00,000) = {A00,000) (830 (500,830)
Met income for the period - - - 228403 - H2E,403 421 B28.824
Fair value gin on cash flow hedpe - - - 11,083 11,083 % 11,083
Balance at Septemiber 301, 2009 i 2000000 P 264 3000 P S00,000 P 2940019 P (46053) I 5058366 P 272 P 5,058,638
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ASIAN TERMINALS, INC, AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the third quarter
ended September 30

For the nine months ended
September 30

2010

2009

2010

20049

CASH FLOWS FROM OPERATING ACTIVITIES

fin Thousands)

{fn Thousands)

Income before income tax 60,808 P 433162 P 2,149,576 F 1,150,568
Adjustments for:
Depreciation and amortization 104,072 114,733 377,084 360,157
Finance cost 17,957 58,059 76,514 220,600
Finance income (14,914) (5,005) (26,879 (26,130)
Net gains on derivative instruments (51,936) (6,431) (59,445) (15,717}
MWet unnealized foreign exchange loss 15,177 3779 27,096 5,637
Equity in net eamings of an associate (4,891) (3,926) (14,040} {12,360)
Income from insurance claim . - (199,173) -
Loss (gain) on disposals of
Property and equipment 79 (26 266 (486)
Intangible Asscts - 1.151 (446} 1,445
(Gain on sale of discontinued operation, net of income tax (326,553) - {326,553) .
Amortization of noncurment prepaid rental 246 2 a0 967
Reversal of losses on receivables {84} {997) {84) {526}
Operating income before working capital changes 620,162 594,161 2,005,106 1,687,188
Provisions for
Inventory ohsolescence - - {1,680} =
Deacreass (increase) in:
Trade and other receivables (571, 453) 37,524 {573,428) 28,961
Spare panis and supplics {13,768) (6,588) (21,412) (13,517}
Prepaid expenses 2,178 36,472 (151,699} 13,162
Increase (decrease) in:
Trade and other payables 561,879 71,735 £41,369 10,956
Provisions for claims (2,059) 2525 {6,066) 7,335
Taxes pavables (35.677) (11,628} 14,218 44,123
Cash genemted from operations 561,363 714,201 2106408 1878408
Finance cost paid {3,047) (56,955) {50,900) (218.802)
Income tax paid {138,768) {120,560) (487.708) (293.306)
Net cash provided by aperating activities 319,547 546,686 1,567,800 1,366,300
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of
Property and equipment (19.419) {6,537) {20,735) (31.280)
Intangible assels {319,275) {12,220 {447,302) (72,845)
Finance income received 11,473 5.158 21318 27,075
Increase in other noncurrent assels 4,817 4075 11,382 10,562
Proceeds from insurance claim - - 108318 -
Proceeds from disposals of:
Property and Equipment - 936 13 1,961
Intangible assels - 101 446 667
Procesds from disposal of discontinued operation 1,793,818 . 1.793,818 -
Decrease in deposiis 4,343 117 4,245 11|
Dividends received - - 17,857 -
et cash provided by (used in) investing activities 1,465,767 {8.370) 1,490,360 (63,159)
CASH FLOWS FROM FINANCING ACTIVITIES
Pavments of:
Long-term debt - - - (475,000)
Cash dividends (500,000% - {1,080,000) (500,000
Cash dividend to minority interests (B30} (330} (B30} (B30}
Cash uzed in financing activities (S00.830) (830} {1,080,830) (375.830)
NET INCREASE IN CASH AND CASH EQUIVALENTS 1,284 484 337,486 1,977,330 327311
EFFECT OF FOREIGN EXCHANGE RATE CHANGES ON CASH
AND CASH EQUIVALENTS {25,177} (3,779 (27.096) (8,638)
CASH & CASH EQUIVALENTS AT BEGINNING OF YEAR 1,505,266 267,153 814,339 1,182,187

CASH & CASH EQUIVALENTS AT END OF YEAR

P 2,764,573 P 1500860

P 2764573 P 1.500.860




1. Segment Information

SELECTED
EXPLANATORY NOTES
September 30, 2010
(Amounts in Thousands)

Information with regard to the Company’s significant business segments of continuing operations is

presented below:

As of and for the nine months ended September 3, 2010 As of and for the nine months ended September 30, 200%

Parts Non-Ports Tutal Ports MNon-Forts Tutal
Revenues (= 2326521 F B1.193 P 3407714 P 2,T0LI60 P 35,742 P 2,756,902
Intangible Assets (excluding
gondwill) 4830442 - 4,839,442 4,708,533 * - 4. T8, 593
Property 2nd equipment - net 324,536 62,083 JR6619 320,379 65,522 386,202
Tokl nsseis 9200188 BG.B1E BT 7032294 108,483 T 148,777
Total liahilities 2711404 41,012 2753316 2751223 36,524 2,TH8.047
Capitnl expenditures
Intangible Asseis 447,302 - 447,302 T2,B45 - T2 545
Property and equipmen 12,016 552 12,569 27.063 iT4 27,638
Depreciation and amortization 01310 3243 294,622 305,086 LilG 309,103
Noncash cxpenses (meome) other
than depreciation and amortization (1.703) - (1, 703] {1,401} (1,401}
2. Trade Receivables - net
Presented below is the aging of the Company’s trade receivables - net,
As of September 30, | As of December 31,
2010 2005
Up to 6 months P169,951 P322.354
Over 6 months to 1 year - -
Ower | year - -
Total P269,951 P322.354
3. Property and Equipment
A summary of property and equipment follows:
Port faciliing Bulk grain Laagahald tuturss T naticnand  Construction  Septambar 33, Desamber 31,
ard sguipment pasinal Improvemants and squipment___ olher pquipmant __ Ineprograss 2040 2000 Autad
Coar
Ea@ance a3t beginning of year TEF A 4037200 1,158 480 310 130,585 20941 3,456,584 3,290,485
Addsan ) : 1,553 &322 13,093 ) 20,724 5541
et : 5 g 13 (560 7 5,935}
Raciaasifcationy 1254 TAR - 17151 - 283E) |2,35) 121,085
[ — 30181 (2044 74T} (B3 Toi 15153 {15,031} (241,723} 5 400}
Hance ol o of year 185,138 3 518,31 48§37 128,017 1238 1302 31 345688
Arcusmdaied dopeeciztion
Eonizaen
Balancs # begineng ol yee 128,555 THO 15 304,373 45T 110 wl2en 1,738,537 1578 200
Acdibon 182 L a7 11,35 2173 TI87 122,350
Daposal - - - (3500 243} (e33) (4,861}
Hedzustzran 1,008 &7 . 21,378 . {20271} 42,830
e — {18,514 (2437351 (38 5] (7578 t1085 4 820,084 15 450
Balarce 3 e of vear 108,020 . 778,305 408239 w0728 . i3, T2 T738507
"Rt oo vakis 5aZ10 FITr) 50 455 37788 Fre 386,819 1718 178
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4. Intangible Assets

September 30, December 31, 2009

2010 (Audined)
Goodwill P 42,060 P 42,060
Service concession 4,839,442 4,672,973
Tatal P 4,881,502 P 4,715,033

The movements of service concession are as follows:

Cost

Balance at beginning of year P 7432086 P 7,334,973
Additions 447.302 120,197
Derecognition (23.508) (23,084)
Balance at end of vear 7,855,580 7,432,086

Accumulated amortization

Balance at beginning of vear 2,759,113 2.436,628
Amortization for the yvear 258,857 343,407
Reclass 21,976 -

Derecognition (23,508) (20,923}
Balence ot end of year 3,016,138 2,759,113
Carrving amount P 4,839,442 P 4,672,973

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

5. Trade and Other Payables

September 30, December 31,

2010 2009 { Audited)
Trade P 45288 P 56,191
Accrued expenses 581,688 490 488
Due to government agencics 244,739 228,933
Shippers' and brokers' deposits 30,357 30,693
Due to related parties 6,265 -
Dividends payable 479,933 6,738
Others 328,393 57988
Total . P 1,716,663 P BR0,031
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6. Interest bearing loans and other financial liabilities

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

Long-term Debt

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

Additional information on the Company's long-term debt as of September 30, 2010:

Outstanding Maturity
Amount Date(s) Interest rate

December 13, | Applicable 10-year MARTI
Syndicated FFRN-Tranche 3 300,000 | 2014 plus spread

December 19, | Applicable 7-year MART
Syndicated FRN 530,000 (2012 1plus spread
Total E50.000
Less current portion -0-
Long-term debt — net of current
portion PE50,000

As of end September 30, 2010, the Company had no outstanding foreign debt.

All long-term debts are at fixed interest rates.

September 30, December 31,
2010 2009 {Audited)
Current - Foreign currency option P - P 16,378
Moncurrent - Foreign currency option - 43,067
Total P - P 39,445
Financial Liabilities
September 30, December 31,
2010 2009 (Audited)
Current
Dernivative liabilities P - P 16,378
Noncurrent
Long term debt 850,000 850,000
Debt issue cost (4,483) (5,436}
Derivative liabilities - 43,067 -
Total P 845,517 P 904,009
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7. Financial Risk Management Objectives and Policies

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

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

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

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

As of September 30, 2010 all of the Company’s borrowings are at a fixed rate of interest, therefore, a
change in market interest rate at the reporting date would not affect net income.

Liguidity Risk

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

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

As of |

September Carrying On Less than Jto12 | 1to5

30, 2010 Amount demand 3 months months | vears =35 years Total
Interest- | PE45.517 P- P15.076 | P75381 | P1.112,376 P- | P1,202,833
bearing  loans

and other

financial

liabilities —J

Trade and 1,716,663 165,009 T06,417 845,237 - - 1,716,663
other pavables |

Total P2,562,180 | P165,009 P721.493 PFoz0.618 | P1112,376 P- [ P2,91%.496
Asof |

December 31,

2009 Carrying Cm Less than 3 w2

(Audited) Amount demand months months 1 to 5 years = 5 vears Total
Intetest- PO0M, 009 P- P17,6069 PEO 166 | P1.155.443 . P P1,262.278
bearing  loans i

and aother

financial

liabilities

Trade and 280,031 178,645 205,750 495,636 - - 280,031
ather payables

Total P1,784,040 PL78.645 P223.419 P5E4,802 | P1.155.443 P- | P2.142.309
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Credit Risk

The Company trades only with recognized, creditworthy third parties. It is the Company’s policy that all
customers who wish to trade on credit terms are subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing basis with the result that the Company’s exposure to bad
debts is not significant. A regular review and evaluation of accounts is being executed, to assess the credit
standing of customers. In addition, a portion of revenues is on cash basis.

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

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

As of September 30, 2010, 98% of the total trade and other receivables which are neither past due nor
impaired are of high grade quality and the remaining 2% are of standard quahly

Foreign Currency Risk

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

The Company’s policy is to manage its foreign currency risk by using a combination of natural hedges and
selling foreign currencies at spot rates where necessary to address short-term imbalances.

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

As of September | As of December
30, 2010 31,2009
Assels:
Cash and cash equivalents | USS3,846 1US55.461
Trade and other receivables 7.519 673
11,365 6,134
Liabilities:
Trade and other payables 6,394 1,264
Net foreign currency-denominated assets US%54.971 11S54,870
Peso equivalent P218,125 P225,021

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

Increase/Decrease in LS.
dollar Exchange Rate

Effect on Income
Before Income Tax

Effect on Equity

September 30, 2010

+5% P10,906 P7.634
-5% (10,906) (7,634) |-
December 31, 2009
+5% P11,251 P7.876
=5% (11,251} (7.876)




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

The Company considers capital to include paid-up capital, retained earnings, and other reserves. The
Company manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust its capital structure, the Company may adjust the dividend payment to

shareholders, return to capital shareholders or issue new shares.

Mo changes were made in the objectives, policies or processes during the period ended September 30,

2010,

The table below shows the capital structure of the Company.

As of September| As of December

30,2010 31, 2009
Capital Stock P2.000,000 P2,000.,000
Additional paid-in capital 264,300 264,300
Retained Earnings 4.358.000 3,773,393
Other reserves 747 4,692
TOTAL P6.623.047 P6,042 385

8. Financial Instruments

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

As of September 30, 2010 As of December 31, 2009
Carrying Fair Values Carrying Fair Values
Values Values
| Financial assets: |
Loans and receivables:
Cash and cash equivalents P2,764.572 P2.764,572 PEI4,339 PE14.339
Trade and other receivables 045,054 945,054 330,175 330,175
Deposits 21,049 27,759 23,306 28,819
3,730,675 3,737,385 1,167,820 1,173,333
Available-for-sale financial 2,652 2.652 2.652 2,652
assels
P3,733.327 73,740,047 P1,170,472 P1,175.985
Financial liabilities;
Financial liabilitiecs at FVPL-
Derivative labilities P- P- P59 445 P59.445
Other financial liabilities:
Trade and other payables 1,716,663 1,716,663 BE0.031 BEO,031
Interest-bearing  loans  and
borrowings (Fixed rate) 845,517 1,013,518 844,564 * 1,013,311
2,562,180 2,730,181 1,724 505 1,893,342
| P2,562,180 P2.730,180 P1.754.040 P1.952,.787




Fair Value of Financial Instruments

The following methods and assumptions were used to estimate the fair value of each class of financial
instrument for which it is practicable to estimate such value.

a.

Monderivative financial instruments

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

The fair value of fixed rate interest bearing loans is based on the discounted value of future cash flows
using the applicable rates for similar types of loans. The discounts rates used range from 4.38% 1o
5.37% in 2010,

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

Quoted market prices have been used to determine the fair values of listed available-for-sale
investments. The fair values of unlisted AFS financial assets are based on cost since the fair values are
not readily determinable.

For noninterest-bearing deposits, the fair value is estimated as the present value of all future cash
discounted using the prevailing market rate of interest for a similar instrument. The discount rate used
6.37% in 2010.

Derivative ipstruments

The embedded currency options in a lease contract were valued using Garman-Kohlhagen option
pricing model that takes into account such factors as the risk free USD and PHP interest rates and

historical volatility rate.

Derivative Not Accounted for as Hedge

Embedded Currency Derivatives

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

On July 27, 2010, the agreement with Provincial Government of Province of Bataan was
terminated.
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Fair Value Changes on Derivatives

The net movements in fair value changes of all derivative instruments are as follows:

As of September | As of December 31,
30, 2010 20049
Balance, beginning P30.445 P107.382
Met changes in fair value of
derivatives:
Designated as accounting
hedges - (24.655)
Mot designated as
accounting hedges (50,313) (6,690
9,132 76,037
Less fair value of settled
instruments 9,132 16,592
Balance, end P- P59.445

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

The different levels have been defined as follows:

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

* Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either direetly (i.e., prices) or indirectly (i.e., denved from prices)

* Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs). .

Level 1 Level 2 Level 3
As of September 30, 2010
Available-for-sale financial P933 P- P1,719
assets |
As of December 31, 2009
Available-for-sale financial po33 B- P1.719
assets
Financial Liabilities  at P- P59,445 P-
FVPL - Dervatve
liabilities

Discontinued operation

On August 9, 2010, the Company sold its 100%-owned subsidiary Mariveles Grain Corporation (MGC).
Management expects to focus on expanding and upgrading its other business and growing its ability to
generate revenues from new and existing port operations. This segment was not a discontinued operation
as of December 31, 2009 and the comparative statements of income and statements of comprehensive
income were re-presented to show the discontinued operations separately from continuing operations.
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Results of operations of the discontinued operations are as follows:

2009
2010 { As restated)
Revenues P226.000 P344.933
Costs and expenses (225,580 (241,408)
Other income and expenses 210,880 23.905
Income before income tax 211,300 127,430
[ncome tax expense 60,824 34,152
Net income from operations 150,476 93,278
Gain from sale of discontinued operations 326,553 -
Net income from discontinued operations P477,029 P93,278
(pls. revise income tax expense)
Cash flows provided by (used in) discontinued operation are as follows:
2010 2009
Net cash provided by (used in) operating
activities (P33.263) P167.836
Net cash provided by (used in) investing
activities 1.790,428 (1,317)
Net cash provided by (used in) financing
activities - -
Net cash provided by (used in) discontinued
operation P1,757.165 Pl66,519
Effects of disposal on the financial position of the Group are as follows:
Assets
Cash Pos
Receivables 297,180
Prepaid expenses 152,109
Inventories 7,703
Property and equipment - net 1,010,645
1,467,735
Liabilities
Income and other taxes payable P372
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