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PART I- FINANCIAL I}IFoRMATIoN {

ITEM 1. CONSOUDATED FINANCIAL STATEMENTS

The consolidated interim financial statements of the Parent Company and its Subsidiaries
(the Group) are attached herewith as follows:

a. Consolidated Statements of Financial Posilion - March 31, 2016 (unaudited) and
December 31, 2015 (audited).

b. Consolidated Statements of Comprehensive lncome - Three Months Ended March
31, 2016 and 2015 (unaudited).

c. Consolidated Statements of Changes in Stockhdders Equity - Three Months Ended
March 31, 2016 and 2015 (unaudited).

d. Consolidated Statements of Cash Flows - Three Months ended March 31, 2016 and
2015 (unaudited).

e. Notes to the Consolidated Financial Statements.

ITEM 2. IIJiAMGEMENT'S DISCUSSION AND
ANALYSIS OF F1NANCIAL CONUNONS AND RESULTS OF OPERATIONS

Hereunder is managemenfs discussion and analysis of the significant factors affecting
the financral performance, financial position and cash flows of the Parent Company and
Subsidiaries (collectvely referred to as the "Group'). The discussion and analysis strould
be read in conjunction with he accompanlng interim consolidated financial statements
and the notes thereto as well as the schedules and disclosures set fodh elsewhere in this
report.

Financiat Conditions and Results of Operations

Results of Operations

Three Months Ended March 31,2016 and 2015

The Group ended he first quarter of 20'16 strong to register a c-onsolidated
comprehensive income of P557.0 million, 54.9% higher than the P359.7 million
generated in the same period last year. The momentum was propdled mainly by
signifcant increase in energy sales across all business segments amid the very warm
temperatures which kept electricity demand substantially higher throughout the first
quarter of 2016 as mmpared to the same quarter in 2015.

The consolidated mmprehensive income banslates to P0.37 in eamings per share in the
three months ended March 31,2016 as mmpared to P0.24 in the sane period last year.

Equity share in the eamings of associates which accounted for71.3o/o of the Group's total
comprehensive income, $s,'/ by a rofust 39.2% to P396.9 million in the first quarter of
2016 from P285.1 million in the same quarter of 2015. The growth was mdnly on

account of substantial increase in energy sales complemented by a turnaround in
unrealized foreign exchange differences to net gain in tre first quarter of 2016 a
compared to net lms in the same period in 2015. Unrealized foreign exchange
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differences arose from the revaluation of foreign currency-denominated bonowings at
balance sheet dates. Netting out the unrealized foreign exchange differences, the
consolidated equrty share in the eamings of associates in the first quarter of 2016
amounted to P357.8 million, still 24.4% higher than last year.

The comprehensive income contributed by the generation br:siness segment (26.0% of
the total) increased by 137.2o4 to P145.1 million in the firstquarter of 2016from P61.2
million last year. The increase was likewise attributed to higher sales through bilateral

contracts, ancillary services and WESM.

lncome contribution from the power distribution business likarvise improved to P14.9
million in the firsi quarter of 2016, up by 11.4% from the level in the same quader last
year.

Revenues increased across all segments by 24.9o/o to P709,2 million in the first quarter of

2016 from P567.6 million in the same period last year.

Consolidated cost of seMces, which covered the bulk of the Group's totd operating
expenses, also went up (at a siower pace) by 14.4oA to F160.5 million in the first quarter

of 2016 from P102.4 million in the first quarter of 2015. Accounting for a major part of the

increase were the higher volume and higher pass-trrough cost of fuel and purchased

power.

As revenues grew faster than cost of services, consolidated gross margin (the difference
between revenues and cost of services) increased by 50.6% to P248.7 million in January

- March 2016 from P165.2 million in he same Srree months last year.

Consolidated administrative and generd expenses substanh'ally went dcr,trn by 36.4% to

P37.'l million in January - March 2016 from P58.4 million in the same period last year.

The decrease was mainly the offshoot of lorrer expenses for taxes, business
development and professional fees.

Consolidated income before income tax rose to P6C0,4 million in the first quarter of 2016

mmpared to P393.2 million in the sane quarter of 2015, thus provision for income tax
increased to P13.4 million vis-ilvis 2015 of P33.5 million.

Financial Condition

Marcir 31, 2016 Vs. Dec. 31. 2015

Total consolidated assets of the Group expanded further by P621 .9 million to P10, 1 37. 1

million as at end-March 2016 from the last audited bdance of P9,515.2 million as at end-

December 2015. The 6.5% increase in total assets was atbibuted rnainly to the

continued grorrrth in the carrying value of investments as well as the higher net cash

flows generated from operating activities in the first quarter of 2016.

Consolidated liabilities also increased by P513.9 million to P1,9BB.1 million as at end-

March 2016 fromP1,474.3 million as at endDecember 2015. The increase was due

mainly to the P0.30 per share cash dividends amounting to Pzl49.0 million dedared by

the Parent Company's Board of Directors on Mach 30, 2016 payable on April 28,2016
to all stockholders of record as of April 18, 2016.

Total stockholders' equity stood at PB, 148.9 million as at endMrch 201 6, siighIy higher

from P8,040.9 million as at end-December 2015. The toial compr*rensive income in the

first quarter of 2016 amounting to P557.0 million was s.rbstantially offset by cash
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dividends declared amounting to P:149.0 million. Book value per share was P5.45 as at
end-March 2016 compared to P5.37 as at end-December 2015.

Further details of significant items that contnbuted to the changes in assets, liabilities and

stoc*holders' equity are discussed belor,v.

Cash and cash equivalents increased by 15.5% lo P2,241.8 million as at end-March

2016 from P1,940.5 million as at en&December 2015. Please see the section belor for
Cash Flows showing ihe major sources and applications of cash and cash equivdents.

Desprite higha sales, the Group's trade and other recavaUes decreased by 15.2% to
P453.2 million as at end-March 2016 from P534.6 million as at end-December 2015,

This was due to improved collec{ion of accounts.

Materials and supplies inventory decreased by 5.0% lo P270.7 million as at end-March

2016 from P285.1 million at the be$nning of the quarter. The decrease was traced to
higher consumplion as well as the lower cost of fuel inventory purchased in March 2016.

Prepayments and other current assets jumped by 46.70/o to P[B.O million as at end-

March 2016 from P32.7 million at the beginning of the year due mainly to carry-over of
unused input tax for offsettng against future output tax.

lnvestment in associates continued to increase by 7.9olo to P5,427.0 million as at end-

March 2016 from P5,030.1 million as at end-December 2015. The increase reflected

fresh equity share in the net eanings of KSPC and MECO amounting to P350.0 million

and P,{6.9 million, respectively, in the first quarter of 2016.

Property, plant and equipment increased only slighfly to P450.9 million from P447.5
million. The increase is net of new additions amounting to P23.0 million and depreciation

amounting to P19.6 million in the first quarter of 2016.

As at end-March 2016, totd other noncurrent assets remained steady at P1,'175.5 million.

The balance of this account is inclusive of P1,143.2 million that was paid by the Parent

Company to PSALM for the acquisition of the 153.1 MW Naga Power Plant Complex
(NPPC). Please see Note 12 of the interim consolidated financial statements.

The dividends payable of F149.0 million as at end-March 2016 refers to the cash

dividends declared by the Parent Company's Board of Directors on March 30, 2016 for
payment on Apil 28,2016.

Due to NPC/PSALM increased by 10.6% to P185.2 million as at end-March 2016 from

P167.4 million at the beginning of the year. The increase was due to additional

consumption of NPPC inventories which were acquired as a consequence of tre Asset
Purchase Agreement (APA) executed between the Parent Company and PSALM for the

acquisition of NPPC (see Note 12).

lncome tax payable increased by 129.8% lo P77.9 million from P33.9 million. The

increase was due to provision for additional income tar in the first quarter of 2016 for
payment in May 2016. The income tax payable for the fourtr quarter of 2015 remained
outstanding as of March 31,2016 pending actual remittance to the BIR on April 15, 2016.

Un4propriated retained eamings increased by 2.1'h to Pzl,B66.9 million from P1,765.8

million at the be$nning of the year. The net increase is reflective of tre mmprehensive

income attributable to equity holders of the Parent Company in the quarter ended March
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31, 2016 amounting to P550.1 miilion, reduced by cash dividends declared amounting to
P.et4B.9 million.

Cash Flows

Cash and cash equivalents increased by 15.5% to P2,241.8 million as at end-March

2016 from P1,940.5 million as ai end-December 2015.

The major source of additional cash and cash equivdents was from ihe Group's

operating activities. ln the three months ended March 31, 2016, cash inflows generated

from operating activities amounted to P328.6 million, substantiaily higher mmpared to

the P90.0 million generated in tre same period last year. The increase was largely on

account ol higher cash profit and improved efficienry in the mllection of receivables.

Net cash flows used in investing and financing activrties amounted to P23.4 million and

Pzt4.2 million (mosfly for additions to property, plant and equipment) in the three months

ended March 31, 2016 and 2015, respectively.

Key Performance lndicators

The following fnancial indicators are used, among others, to evaluate the performance of

the Parent Company and its Subsidiaries as of March 31, 2016 and December 31, 2015

and for the three months ended March 31, 2016 and 2015:

K ey Perform ance lndicators 2016 2015

A. For Three Months Ended Mar. 31,2016 and 2015:

Earnings Per Share 4.37 4.24

Share ln Net Eamings of Associates P396,923,495 P285,130,867

Retum on Equity 6.88o,6 5.29o/o

Retum on Assets 5.67o/0 4.04olo

Cash Flows:

Net cash flows generated from opeating activities P328,539,269 P90,041,345

Net cash flows used in investing activities (P23,398,724) e40,032,570)

Net cash flows used in financing activities (P4,201,216)

B. As of Mar.31, 2016 and Dec. 31,2015:

Balance of cadr and cash equivalents at end of period P2,241,790,1N P1,940,459,937

Current ratio 2.52 4.04

Debt ratio 0.20 0.16

Debt-to-equity ratio 0.24 0.18

Solvency ratro 5.10 6.45
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Earninos Per Share

EPS is a measure of profitability representing net income athibutable io equity holders
divided by theweighted average number of shares outstanding as of the end of the
period.

Share in Net Earnings of Associates

This indicates profitability of the inveshnents and investees' contribu$on to the Group's
net income. lt is determined by multipllng the associate's net income by the investo/s
percentage of ownership, less goodwill impairment cost, if any. Goodwill is the difference
between the acquisition cost of the investnent and the investor's share in the value of the
net identifiable assets of the investee at the daie of acquisition.

Return on EqUity

Return on Equity = Total comprehensive income divided by average total stockholders'
equity. This ratio indicates the level of profit earned by the Group in mrnparison with the
total amount of stockholders' equity found in the Satements of financial position. The
higher the return on equity, the higher the Group's ability to produce intemdly generated
cash flows. Moreover, the higher the Group's return on equity compared to other
companies in the same industry, the better.

Refurn on Assets

Return on Assets = Total comprehensive income divided by total assets. This ratio
measures the ability of the Group's management to realize an adequate return on the
total resources employed for the business. A high percentage rate indicates how the
Group is well run and has a healthy retum on assets employed.

Cash Flows

The Group uses the Statenrents of Cash Flows to determine the sources and apflicalion
of funds for the period and to analyze and evaluate hor,rr the sources and uses of capital
are being managed.

Cunent Ratio

Cunent Ratio = Total cunent assets divided by total cunent liabilities. This ratio is a
rough indication of the Group's ability to service its cunent obligations. The higher ihe
current ratio, the greater the Group's ability to pay its cunent obligations.

The decrease in current ratio to 2.52 as at end-March 2016 lrom 4.04 as at end-
Decernber 2015 was due to dividends declared on March 30, 2016 amounting to P449.0
million (P0.30 per share) for payrnent on April 28,2016.

Detrt Ratio

Debt ratio = totd liabilities divided by total tangible assets. The ratio indicates the degree
of protection provided for the Group's creditors. A high ratio generally irdicates greater
risk being assumed by creditors. On the other hand, a low ratio indicates greater long-
term financial safety.
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Deh-to-Equity Ratio

Debt-to-equity ratio = total liabilities divided by total equity. The rafio indicates how

leveraged the Group is. lt compares the resources povided by creditors against the

resources provided by the stockholders in running the business of the Group.

Solvency Ratio

Solvenry Ratio = total Assets divided by total liabilities. This ratio provides arother
measurement of how likely the Group will be able to coniinrc meeting its debt obligation.

The higher the ratio, the greater the Company's ability to continue meeting its debt

obligations.

Any Signiftcant Etements of tncome or Loss from Continuing Operafions

There are no significant elements of income or loss from continuing operations.

Material Off-Balance Sheet ltems

There are no material off-balance sheet transactions, anmgements, obligations, and

other relationships of the Company with unconsolidated entities or other persons created

during the reporting period.

Material Commitments for Capital Expenditures

As of March 31, 2016, here are no material commitrnent for capitalexpenditures other

than in the ordinary course of business to improve power generation and distribution

facilities. Funding comes from intemally generated cash from operations.

Known Trends

Except as already discussed herein and in the notes to the consolidated financial

statements; management is not aurare of any other trend, event or uncertdnty to haue

had or that are reasonably expected to have a material favorable or unfavorable impact

on net saledrevenuedincome from continuing operations. Management is likewise not

a,vare of any other event that will trigger direct or mnlingent financial obligation that is

material to the Group, including any default or acceleration of an obligation.
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SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the lssuer has duly caused this report
to be signed on its behdf by the undersigned thereunto duly authorized.

SPC POIfGR CORPORATION

lssus

t) ,l,v$>
meKEo6 S. BALLEsTERoS

SVP for Hnance and Adminidratian

Date:April 26,2016 Date: April 26,2016

NTE C. DELROSARIO
hief FinancialOfficer
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SPC POWER CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Amounts in Philipoine Pesosl
March 31,2016

(Unaudited)
Dec.31.2015

(Audited)
lncr. / (Decr.)

Amount Percent

ASSETS

Current Assets
Cash and cash equivalents
Trade and other receivables - net
Due from NPC/PSALM
Due from related Parties
Materials and suPPlies
Prepayments and other current assets

Total Current Assets

Noncurrent Assets
lnvestment in associates
Property, plant and equiPment - net
Deferred income tax assets

lodwill
other noncurrent assets - net

Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES & STOCKHOLDERS' EOUITY

Current Liabalities
Trade and other PaYables
Dividends PaYable
Due to NPC/PSALM
Current Portion of long-term debt
Due to related Parties
lncome tax PaYable

rotal current liabilities

Noncurrent Liabilities
Long-term debt - net of current portion
Customers' deposats
Asset retirement obligation
Pension liability

Total noncurrent liabilities

Total Liabilities

(Fonrard)

5,,t27,005,925 5,030,082,432
450,900,665 447,544,906
34,600,027 33,258,237
32,522,A16 32,522,416

1,175,522,198 1,175,418,977

7,120,550,83't 6,718,846,568

10,137,075,055 9,515,167,470

301,330,192 15-5o/o

(8't,421 ,631 ) -15.24/o

(629,128) -30.1%

1,843 0.1Yo

(14,336,283) -5.0%
15,258.329 46.7Yo

396,923,493 7.9o/o

3,355,759 0.70/o

{,341,790 4.0"/a
0 0.0olo

83,221 0.0%

401,704,263 6.Aoh

621,907,585 6.5%

2,241,75O,129
453,156,340

1,460,264
1,408,654

27A,7U,57A

1,940,,159,937
534,577,971

2,089,392
1,,{06,81 1

285,080,853
47,961,267 32,705,938

U

3.016.524.224 2.796.320,902 220.203,322 7.golo

385,217,A87
448,430,756
r85,176,68'l
102,432,719

241,205

386,703,683
t,290

167,425324
103,760,265

63,270

(1,,186,596) 4.1Yo
448,429,,166 140%o

'17,751,361 10.64/o

(1,327,5461 -1.3o/o

177,935 281-2010

43,985,068 129.80/o

,.199,368,555 691,838.867 507,529.688 73.40/t

77 $70,107 33,885,039

576,161,497 575,r$6,669
94,331,619 90,405,145

108,031,524 106,607,414
10.232.230 9.981.652

788.756.870 782,/80,880

1,988,125,125 1,474,269,717

724,828 0.1%
3,926,474 4.3Ya

1,121,110 1.3yo
250,578 O.0o/"

6.325.990 0.8olo

513,855,678 34.90/o



SPC POWER CORPORATION AND SUBSIDIARIES
CONSOLIOATED STATEMENTS OF FINANCIAL POSITION

(Amounts in Philippine Pesos}
March 31,2016

lUn5ffiiffii-
Dec. 3't, 2015

(Audited)
lncr. / {Decr.)

ffi

Stockholders' Equity

Capital stock - Pl par value
Authorized - 2,000,000,000 shares
lssued - 1,569,491,900 shares

Additional paid{n capital

Treasury stock at cost - 72,940,097 shares

Retained earnangs:
Appropriated
Unappropriated

Other component of equity:
Net unrealized valuation losses

on available for sale investment
Share in OCI of associates
Remeasurement of employee benefits

Equity attributable to equaty holders of Parent

Equity attributable to Non+.ontrolling lnterests

Tota! Stocltholders' Equity

TOTAL LIABILITIES and EQUITY

See accompanying Notes to Consolidated Financial Statements.

99.615 99,615

7,641,393,337 7,510,300,212

507,556,293 500,597,481

8,149,9!9,630 9,040,997,723

__lq_{{219$ ____9,s1_IJ!Z,rZ9_

1,569,491,900

86,910,752

(1 31,008,1 74)

1,250,000,000
il,866,901,510

(350,000)
(552,266)

1,569,49't,900

86,8't0,752

(131,008,r7,[)

1,250,000,000
4,765,808,415

(350,000)
(552,266)

0
101,093,095

0

0

0

0 {t.0%
0 4.0%

0o/o

0o/o

4o/o

OYo

2.1%

101,093,095

6,958,812

1.3o/o

1.1o/"

108,051,907 1.3o/o

621,907,585 6.5%

a/*k.""
Senior Mce President - Finance and Administration

Revdante C. del Rosario



SPC POWER CORPORATION AND SUBSIDIARIES
CONSOLTDATED STATEMENTS OF COMPREHENSIVE INCOME

(Amounts ln Philiopine Pesos)

Three Months Ended March 31 lncrease / (Decrease)

REVENUE

CGST OF SERVICES
Plant operafons

CONTRIBUTION MARGIN

GENERAL AND ADM. EXPENSES

INTEREST INCOME

INTEREST EXPENSE

FOREIGN EXCHANGE GAINS (LoSSES) - Net

oTH ER INCOME (CHARGES):
Equity in net earnings (losses) of associates
Others - net

INCOME BEFORE INCOME TAX

pRovtsroN FoR/(BENEFIT FROM) INCOME TAX

Current
Deierred

NET INCOME

OTHER COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE INCOME

ATTRIBUTABLE TO:
Equity holders of the Parent
Non+ontrolling interests

EARNINGS PER SHARE:

Basic/diluted, for income for the period
attributable to equity holders of the Parent

201 6 2015
(Unaudited) (Unaudited)

709,210,536 567,599,849

,160,484,841 4{12,396,637

248,725,695 165,203,212

(37,1,11,766) (58,382,361)

5,055,769 1,829,7M

(7,907,948) (6,170,13'l )

(3,493,975) (262,1571

396,923,i195 285,130,867
(1,792,2131 5.860,297

600,369,027 393,209,4,:il

44,693,371 34,235,785
(1,341,789) Q17,7131

4-3 351 582 33 5{8.1H2

141,610,687 24.91n

58,088,2M 11.1%

Amount

83,522,483 50.60lo

21,2N,595 -36.4%

3,226,065 175.3%

(1,737,817t 28.2%

(3,231,818) 1232.8%

111,792,628 39.2%

0.652.54{r) -130.6%

207,1 59,596 52-7"/o

10,457,586 30.5%
(624,0216) 86.9%

9,833,540 29.3%

557,A17,45

0

359,691,389

0

197,326,056

0

51.9!o

0.0%

_____s57,011,+15 ______!99f91,t!9_ 1s7,326,056

550,058,633 351,522,870
6,958,812 5,168,519

____L5U11_g!_ ______{9,991,!gg-

195,535,763 55.2o/o

1,790,293 31.6%

197,326,056 54.%

o.37 0.21 0.13 -12.5/o

See accompanying lVofes to Consolidated Financial Sfatemenfs

ante C. del Rosario
Senior Vice President - Finance and Administration
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SPC POWER CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
lncome before income tax
Adiustrnents for:

Depreciation and amortizations
Unrealized foreign exchange losses (gains) - net
Equity in net losses (eamings) of associates
lntercst expense
lntercst income
Pension expense

Operating income before working capital changes
Decrease (increase) in:

Trade and otrer receivables
Due from NPC/PSALM
Due from related parties
Prepayments and ofirer current assets
Materials and supplies

lncrease (decrcase) in:
Trade and o0rer payables
Due to NPC/PSALM
Due to related parties
Gustomers' deposits

Net cash generated from operations
lncome tax paid
lntercst paid
lntercst received
Contributions to tfie pension plan

Net cash flows from operating activities

CASH FLOWS FROM INVESTING AGTMTIES
Gash dividends received
Additions to plant, property and equipment
Decrease (increase) in:

Other noncurrent assets

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payment of long-term debt
Cash dividends paid

Net cash provided by (used in) financing activities

NET EFFECT OF EXCHANGE RATE CHANGES

NET INCREASE IN CASH AND GASH EQUMALENTS
CASH AND CASH EQUIVALENTS AT BEG. OF PERIOD

CASH AND CASH EQUIVALENTS AT END OF PERIOD

See accompanying Nofes fo Financial Statements.

Three Months Ended March.31
2016 2015

(Unaudited) (Unaudited)

500,369,027 393,209,(ll

2A320,123 31,390,723
2,733,811 (143,990)

(396,923,495) (285,130,867)
7,907,949 6,170,131
(5,055,769) (1,829,704)

2fi,278 459,440

120,497 111,478

328,539,269 90,041,345

3,926.47,1 4,105.814

229,601,923

81,421,631
629,128

(1,843)
(15,258,329)
14,336,283

(1,943"149)
17,751,361

177,935

330,641,114

o08,303)
(6,569,808)
5,055,769

0

{22,972,8721

(3,810,3S1)

301,330,192
1,940,459,937

__J&feo]12s_

144,125,164

38,929,066
0

(12,548)
(10,834,60,t)
(27,930,873)

('10,749,524)
(3,678,756)
(7,515,392)

96,438,347
(1,266,7741
(7,{01,010)
1,929,704

0
(30,051,1,17)

0

14,241,2161

(1,201,2161

121,646

,[5,929,205
1,315,765,500

___1,9&q$J9x

(425.852) (9,981,4231

(23,398,724) (40,032,570)

0
0

hnte C. del Rosario Alfredo S. Ballesteros
SVP - Financa and Administration



SPC POWER CORPORATION AND SUBSIDIARIES

SELECTED NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

1. General

The consolidated financral statements comprise the financial statements of the Parent Company and tre
following wholly owned and majority owned subsidiaries:

% dOwnership

Nature of Business Tohl

SPC lsland Power Corporation

Cebu Naga Power Corporation

SPC Malaya Power Corporation

SPC Light Cornpany, lnc.

Bohol Light Company, lnc.

SPC Elechic Company, lnc.

Power generation

Power generation

Porarer generation

Holding company
Por,ver dishibution

Holding company

100.00%

100.00%
40.00%

40.0006

39 900,6

40.0006

3S.40;
24.440,6

13.7604

100.00%

100.000/6

78.400,6

64.00%
53.66%

$.00%

The consolidated interim financial statements of the Group were authonzed for issue by the Board of

Directors (BOD) on April20, 2016.

2. Accounting Policies

The Group's consolidated interim financial statements have been prepared in compliance with Philippine

Financial Reporting Standards (PFRS). Measurements re on historical cost basis, except for available-

for-sale (AFS) invesfnents which have been measured at fair value, and are presented in Philippine

Peso, the Group's functional and presentation curency.

The accounting policies dopted in the preparation of the interim financial statements are he same as

those mentoned in the audited financial statements for tre year 2015.

3. Earnings Per Share

The following presents information necessary to calculate eamings per share athibutable to equity

holders of tre Parent Company:

Three Months Ended Marct 31

2016 2015

Net income athibutable to equity holders of the

parent F550,058,633 P354,522,87A

Weighted average number of common shares

issued and outstanding 1,496,551,803 1,496,551,803

Computation of weighted average number of common shares issued and outstanding follows:

Number of shares issued 1,569,491,900

Less weighted average number of treasury shares 72,940,097

There are no dilufue potential common stocks issued as of March 31, 2016



4. Seasonal Aspects

The group does not have any seasonal aspect trat has a matenal effect on its financial conditon and

results of operations.

5. Nature and Amount of lbms Affecting Asseb, Liabilities, Equity, Net lncome, or Cash Flows That

Are Unusual Eecause of Their Nature, Size or lncidence.

Aside from what are already disclosed in he managenrenfs discussion and analysis of financial

condition and results of operations, here are no other assets, liabilities, equity, net income or cash flows

that are unusual because of their nature, size or incidence.

6. Nature and Amount of Changes in Estimates <f Amounts Reported in Prior lnterim Periods of the

Cunent Financial Year or Ghanges in Estimates of Amounts Reported in ftior Financial Years, if
Those Changes Have a Material Effect in the Current lnterim Period.

There are no changes in estimates of amounts in the first quarter of 2016.

7. lssuanees, Repurchases & Repayments of Debts & Equity Securities.

There are no issuances, repurchases and repayments of debt and equity securiiies during tre three

months ended March 31, 2016.

8. Segment lnformation

For management purposes, he Group is organized into business units based on their products and

services provided as follows:

. Generation - generation and supply of power and ancillary services to NPCIPSALM, NGCP,

dishibution utilities, WESM and other customers.

. Dishibution - disbibution and sale of electrici$ to he end-users.

. Otrers - includes he operations of SECI and SLCI u:ch as to manage, operate and invest in power

generaling plants and related facilities.

The operating segments are consistent with those reported to $re BOD, the Group's Chief Operating

Decision Maker (CODM).

The Group operates and generates revenue principally only in the Philippines (i.e., one geographical

location). Thus, geographical segment information is not presented.

The CODM monitors [re operating results of its busness units separately for Sre purpose of making

decisions about resource allocation and perforrnance assessnenl Segment performance is evaluated

based on operating profit or loss in he consolidated financial statements.



No inter-segment revenues were earned wi$rin the Group in fte trree months ended March 31, 2016

and 2015.

The following tables present revenue and income information and certain asset and liability

information regarding the business segments as of March 31, 2016 and 2015:

Harch 3{- 2016

Bcfure Eliminrtions A{ustnents rnd
Elimine6ons

After
Eimimtions/
ConsolidrtedGcnantbn IXshibutbn

F4gl
,8{,1flr,132
r$,06q365

7,306,152,e4{
297,468,786

1,8r3318,065
t5:n5,158

19,185,6fl1

r4900,8{5
177,906,449
153,131,879

21r,015,516
{,934,365

F-
129,t8
ln,f N

t25,11,t,35:t

109,281

March 31

T
F7m,2t0,536

m3,{15,532

t60,093,950
7,9(B3m,{r6

150,900,665

e051,31e862
20,320,123

t-
3!16,923,195

flr6,923,495
222t,811,iW

(66,217,{3r)

6m,36t,027

557,017,{15
10,t37,0r5,186

t5{t,900,665

1,988,r25,125

20,t20,123

lnconre beiorc incorne hx
l{ct inco0rc
Totel 1.sq6
Propcrty, dant and €quipmcnt
Tohl lhbilitics
0,aprccirlion end rmorlizrtion

2015

Before Eliminations Adiustrn-'nb and

Eliminatbns

After

Eliminations/

ConsoliJated

Revenue
lncome before income tax

Net income
Tolal assels

Properly, phnt and aqui:ment
Total liabilities
Depreciation and amorlzation

P387,624,244 P179,975,605

89,070,167 18,980,518

6r,153,659 13,378,984

646,800,288 144,167,404

1,997,647,909 184,637,238

20,054,436 4,829,156

P- P567,599,849 P-
27,879 108,078,564 285,130,867

27.879 74.560,5n 285,130,867

6,851,671,001 415,227,707 75,077,1fi 7,345,975,864 1lU,864,9n

P567,599,M9
393,209,431

359,631,389
9,080,840,841

790,967,692
2J71,n0,979

24,883,652
r04,6;

790,S67,692

2,182,389,842 (7,618,863)

24,883,652

Adjusknents and Eliminations

Adjustnents and eliminations are part of detailed reconciliations presented below:

Reconciliation of Net lncome

Three Mos. Ended March 31

2016 2015

Segment net income

Equity in net earnings of associates

Dividend income

F160,093,950
396,923,495

P74,560,5n
285,130,867

Group net income F55/,017,445 F359,691,389

R eco ncili ati on of Idal Assds
illar.31.2016 Mar. 31,2015

Segment assets
lnter-segment receivables

lnvestnents in associates and subsidiaries

Goodwill

F7,909,203,441 F7,345,975,864
(69,588,392) (10,989,814)

2,264,S7,985 1,713,332,776
32,522,016 32,522,016

Pl0,137,075,055 P9,080,810,84?Group assets

Reconciliation of Tdal Liabifities
Mar.31.2015 Mar.31. 2015

Segment liabilities

lnter-segment payables

?2Dil,u2,ffi2
(66,217,'|i}7)

P2,182,389,M1

r,618,863)



Group liabilities Fl,988,125,425 F2,174,770,978

9. Effec't of Changes in the Composition of the lssuer During the lnterim Period, lncluding
Business Combinations, Acquisition or Disposal of Subsidiaries & Long-term lnvestments,
Restructurings, and Discontinuing Operations.

There are no changes in the compositon of the regishant during tre interim period.

10. Changes in Contingent Liabilities or Contingent Assets Since the Last Annual Balance Sheet

Date.

There are no changes in contingent liabilities or coniingent assets since the last annual balance sheet

date.

11. FinancialRisk Management and Policies

The Group's principal financial insbuments comprise of long-term debt and castr and cash equivalents.

The Group has various other financial assets and liabilities such as hade and other receivables, trade

and other payables, due from/due to NPC/PSALM, due from/due to related parties and customers'

deposits, which arise direcfly fom its operations.

The main risks arising from fre Group's financial instruments are interest rate risk, liquidity risk, foreign

currency risk, credit risk and equity price risk.

The Group's senior management oversees the management of trese risks. The Group's senior

management ensures that the Group's financial risktaking activities are governed by appropriate

policies and procedures and that financial risks are idenlified, measured and managed in accordance

with the Group's policies and risk appetite.

The BOD reviews and approves policies for managing each of these risks and they are summarized

below.

lnterest Rate Risk

lnterest rate risk is the nsk that the fair value or future cash flows of a financial instrument will fluctuate

because of changes in market interest rates. The Group's exposure to risk of changes in market

interest rates relates primarily to tire Group's long-term debt obligations witlr floating interest rates.

The Group's policy is to manage its interest cost using the variable-rate debts.

The following table sets out the mah.rrity profile and tre interest rate of the Group's financial liabilities

that are exposed to interest rate risk:

Parent Cornpany Term

Peso

Equivalentlnterest rates Total

Long-term debt:

Foreign curency denominated debt
2016 3.19o/o

2015 3.190/6

Philippine Peso currency denominated deh

Ll yexs US$70,167 F30,874,578
2-7 yeare US$1,340,333 F59,939,707

20{6
2015

4A1Yo
4.0104

2-7 years
2-7 years

m50,000,000
F650,000,000



The foilowing table demonstrates tre sensitiviiy to a reasonably possible change in interest rates, with

all otrer variables heid constant, of the Group's income before income tax (trrough he impact on

variable rate borrowings). There is no ofier impact on he Group's equity otrer than those aheady

affecting the profit and loss.

lncrease (decrease)

in basis points

Effect on income

before income tax

2016

2A15

+500

-500
+500

-500

(F764,246)
764,246

(F763,977)
763,977

Liquidity Risk

Liquidity risk is he potential of not meetng obligations as they come due because of an inability to

liquidate assets or obtain adequate funding. The Group's objeclive is to maintain a balance between

continuity of funding and flexibility. The Group maintains sufficient cash and cash equivalents to finance

its operations. Any excess cash is invested in short-term money market placements. These

placements are maintained to meei maturing obligations and pay dividend declarations.

The tables below summarize the maturity profile of the Group's financial assets and liabilities at March

31, 2016 and December 31, 2015 based on contractual undiscounted payments:

1b30 31b50 61to90 Orrr
Totd Currcnt DeYs Dryt DrYs 90 DaY6

Finencid A$atr
Loils and reei%bi6

129

,o,rrr,ro-

F. F- FF
ard oher receivables:

ReceiEHe from customeE 397.317.123 ,r,rrr,,ri ,r,*r,ori

Finendd LiabiEtiat
Trade and of€r payables:

TE6g F261,095,020 F106,921,309 F't0'1,056,162 7?lr,8E'1,E94 F27,975,81,6 l{257,ru
Acfr€d agenss 50,230,4?E 6,9fir,{55 17,n8,898 2,7'13,575 2,165'429 20'l$'f21
lon-rraoe 1E,15E,976 5,13a,aas 7,3a0'151 .. .-- .-: -. 919,!9J .4119,t9

NPC ,r,',,r,rri ,or,r*,ri

67E.59,1,215

,r,*

Due to NPQPSALM
Due b relabd parlies

Long-term debt
Customers'

Nat Finencid AicBts

185,r78,581

241,205

678,At4,215

17,7E't,215 't67,39s,166

- 211,205

598,981

Il t.2t9

NoncurEnt receiuabb (ircluded in



Loas and reeiEbles

NPC

RedEble from c6iomB
OtheE .E3,373,300 58,900,198 6,E30,SSS tG,1S2,0iO t43,It0 1,3,t7,?i2

Cash a)d cash

8nd oher receivables:

oue tom relabd partes

Normrrcnt Ieceivdle fncluded h
'OfE.nomunmt asseb') 1,1/(l,240,0ff)

42,753,130 12,753,130

n1,982,84 3't2,8at,t35 23,345,819 14298,919 t8,9S0,m0 52,416,967

1,106,E11 312,6E6 10,116 1,053,109

- 'l 1 & )Ut nctl
3,535,m5,110 2.355,267,0E6 19,!23,3,0 ,,197,00,1,199

F97,023

Qrobd

Financid Liebiliti.s
TEde and otBr payables:

Tmde

Accrued $eenses

Due b NPCYPSALM

Due b relabd parlis

F262,638,594

{9,298,279
/221,151,082

110{,511
135,524,179

3,621,783

167,125,320 t67,125,3m
63270 63.270

Long-term debt 1il,195,2n 152,1#,2n
Custome6'deposib 90,405,145 - - - - !Xt,{05,145

Foreign Currency Risk

. Foreign currency risk is the risk that the future cash flows of a frnancial instrument will lluciuate because
of changes in foreign exchange rates. Fair value foreign curency nsk is tre risk trat tre fair value of a
financial inshumentwill flucfuate due to ctranges in foreign exchange rates.

The Group follows a policy to manage its currency risk by closely monitoring its cash flow position and
exposure in U.S. dollar currency.

The following table demonstrates the sensitivity to a reasonably possible change in fre US dollar
exchange rate, with all other variables held constanl of the Group's income before income tax (due to
changes in the fair value of monetary assets and liabilities). Philippine Deaiing System (PDS) closing
rates used are F46.070 and P47.060 on March 31, 2016 and December 31, 2015, respeclively. There
is no other impact on he Group's equity otrer firan those already affecling he profit and loss.

lncrease (decrease)

in US dollar rate
Effect on income

before income tax
2016

n15

+1

-1

+'l
4

-l

(F1,601,075)

1,601,075

P1,147,547
(1,147 ,547)



J+

Foreign Cunency-denominated Monetary Assets and Liabililes
The foreign curency-denominated monetary assets and liabilities and iheir Philippine Peso equivalents
follow:

U.S. Dollar Peso Equivalent

Mar.31,2016 Dec.31.2015 Mar.3't,2016 Dec.31,2015
Cash and cash equivalenb
Trade and other payables:

Trade
Non-hade

Long-term debt 670,167

us$3,454,080 ?n4,572,7W

(345,434 13,590,650

(670,167) 30,874,578

$4,140,476

295,000

7162,il9,412

(16,256,278)

(31,538,043)

Net brrign+unency-
denominated monehry
assets us$3,47s.309 US$2.438,476 F160.107,179 P114,754,691

Credit Risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting to a

financialloss.

The Group trades only with remgnized, creditworthy third parlies. lt is the Group's policy that ail customers

who wish to trade on credit terms are subject to credit procedures. ln addition, receivable balances are

monitored on an ongoing basis with tre result hat exposure to bad debis is not significant.

With respect to credit risk arising tom the financial assets of the Group, which comprise cash and cash

equivalentg trade and other receivables, dividends receivable, due from Nrc/PSALM, due from related

parties and noncurrent receivable, tre Group's exposure to credit risk arises from default of the counterparty.

The Group's maximum exposure equals to tre carrying amount of the aforementioned inshuments,

excluding cash on hand, and is offset by the PDIC insurance coverage and customers' deposits. The offset

relates to balances where there is a legally enforceable ri$rt of offset in fre event of counterparty default

and where, as a result, there is a net exposure for credit risk management purposes. However, as here is
no intention to settle hese balances on a net basis under normal circumstances, they do not qualify for net
presentaf, on for accountin g purposes.

f,arch 31, 2016

Ieximum
cxp(xure Ofbet

E:eosure to
cradit dsk

Loans and receivables:

Cash and cash equivalents (excluding cash on hand)
Trade and other receivables
Due ftom related parties

Due frryn NPCPSALM

Noncunent receivable (included in 'Other noncurrenl
assets')

F2110,985,2r1
153,1 56,310

t,{m,654
t,160,261

{,113240,000

(Ft,350,0r0 F2,232,135,138
pq30q8o6) 122,846,534

- ,,408,654

- 1,1e)364

I,t13,2{0,000
3,8{0260,472

AFS financial asset 1,300,m0
(39,159,882) 3,80'',{r90,5s!

1.9r0.000
F3,841,550,17:1 (Fal,ts9,884 r3,m2,3S0,590



thcember 31, 2015

faximum Exposura to
credit dsk

Loans and recervables:

Cash and cash equivalents (excluding cash on hand)

Trade and olher recetvables

Due from related parties

Due ftom NPC/PSAIM

Non6unent receivable (included in 'Other noncurrent

F1,S10,r04667

534,577,971

,,{m,811
2,0811,392

(F8,126,191)
(26,67q8r{

Ft,93't,978,r 76

fl)7,907,1 57

1,106,8't l
20m,392

asselsl I,1,t3.240.000 - 1,1$,2{0,000
3,586,621,536

AFS flnancial assel

.s21

As of March 31, 2016 and December 3'1,2015, the Group's significant concentration of credit risk pertains to

its hade and oher receivables and due from NPC/PSALM amounting to P154.6 million and P536.7 million,

respectively, and impaired financial assets, determined based on probability of collection, are adequately

covered witr allowance.

The following tables set out the aging analysrs of the Group's past due but not impaired financial assets as

of March 31,n16 and December 31, 2015:

March 31,2016

3,621,418,841

1.fl10.000

(31,797,305)

Neithcr P8t
Due lor 1 to 30 3l to 60 6l to 90 Ovcr 90

Cash md c*h equiwlents
lexcluiinecaqhonhadl P22409 214 Y7.240985214 ?- P- P- F

13,1-30 141,1184 r,169416

*Otid tr@ffiert ssts") 1J43r4O,mO f,143'240'{n0
38s3fir,7n 2,4@,13o34a 17,873,4(D3 r9'465'7e 2S,428,&s9 l399OS)38o 13,'l3l'30o

AFS Fiuncid &et
Qrcted qury secuity 1Jfi),0oo lJ00,0lxl - - - - -

F3r549S1,2' Pr,{6r,730

Prd Due but Not Ieprircd

Tmde md oths rrceimbles:
NPC/?SAIM
Rmeivable fromcwtomn 391347J23 226,131,98 26J233 18,095,01r f9J42338 9*,4?9,64 r3'43ljm
Cxhen 69240517 1J39,056 1J39923 1,3s7,641 6,144i137 58,76O'060 -

466,*7,640 22737,.,64 27,862359 19,4f,,65,, 25287575 t$JAt,1A4 8,431300

Dw&omNPC/PSAtM 1.460264 1,160?64

Du tom datedpartie 1,{08554 73,9&)
Noncwed. r@iwble (included in

Lt,044

Dccember 31,2015
Neitter P*t Palt Due but Not tpFircd

Duc nor 1 to 30 31 to 60 61 to fl) Ovcr 90

Cah md mh equiwlents
t'e-rclrriino cash on bmd) 2194OJtr4-667 ?lj40.104.67 P- P- F

Tmde md otha reeimble:
NPC/PSAIM
Receivable &om cumren
Othen

42,7s3J3)
42lfir,,4o
83J73JoO

313,472,436 23J6,819
58J21,505 6,83055s

42,753,130

r4rsJ19 18p80,00o 3EJ54J66
a96g7l 29gJfi 16,,135,1t

13,43130O

372393.94L 3OJ76374 15,195,890 t9269Jt7 975o.,ffi
2,08113y2
l.,l{,6.t11 3U,686 n,4$

2,A$392
152,622 d51237 449150

AtrS Fiuncial Assct
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Financiai assets classified as neither past due nor impaired are assessed by the Gnoup to be highly

probable of collection, taking into consideration fie parties involved and its collection experience.

The tables below summarize the credit qualiiy of the Group's neither past due nor impaired financial

assets as of March 31, 2016 and December 31, 2015:

March 31,2016
Neither Pst Due uor Imoeircd Irdividuslly

Totd Eieh Grade Standard Snbstrndrrd PqstDuc Impeircd

Loenr and RecivrHes
Cash md esh equivaleuts

NPC/PSAIM
Receivable tom cutomers
Othen

cagh oo

rceivables
P2"2,r098sr14

3n)47J13
69240517

226;t3t998
Tt636,l

157,783,825 13,,l;}1J0O
68.001.,161

466587,640 225,1',8s286

1,408554 73,980
\460464
t)r4,674Dre &om related parties

Noacwqrt receivabte (included in
"Othsnmcwed Bsts") 1,16r40.mO

3,8S3,681.772 2,467393,580
A-FS Financid Asset
ouoted equitysecuity tjoopoo lj0o,0o0

536,668 13/3r'3m

*3,8s1981:rn ?2,,159J93'580 P536'668 P- It371r20r24 F13,'l3130o

Dccember 31.2015

Cah md cuh equivalents

Trade ad otier
P1940,1M,667

ALW,.&40 203ps3J38 1o7,a497, t,E13S1'6 g4,vD'tu 13'/l3ri0o

372Xt

NPC,?SALM
Rtreivable from cutomds

42,7SI,130 42,753,130

otl,es al3733fi 6,8eslt2 s2,ut62u - 2a,lsj,7?! "- -
sls.oosezo 2r0,e9,60 159,67rPS 1,Ets,62

- zJ,6')'L '

Du tom related puties
Noacwent rcceiwble (included in

1,094,120

"Othtrtr@cwed asets") 1,1.$240,000 1,1'l3r4tl'fi)0 - - - -
3,634,850,140 3394J3O,95s t59916,'n9 L873,626 165367540 13,€1300

A-FS linucid Assct
rrfl{rofi) tjoo.&x} - - - -

P3.636Js0J4o P3J 53oB5s F1s9p46,7r9 *1,87t,626 Fr65J6754o Pr3"61J0o

The Group grades its fnancial assets as follows:

. Cash and Cash Equivalerts: These are assessed as high grade since these are deposited in

reputable banks which have good bank standing, thus credit risk is minimal.

o ReceivailelDue frun NPCIPSALM, NGCP and Distibution Utilities: These are assessed as high

grade since these receivables arose from tre contract provisions of the ROMM Agreement, OMSC,

Ancillary Services Procurement Agreement, and Power Supply Conbacts (PSCs).

t Receivaile from Customerc of BLC/ Receivables fom commercial ctstomers are classified as

high grade; receivables from residential customers as standard; and receivables from he
government, hospitals and radio stations as substandad. ClassificaUon is based on tre collection

history with these customers.

. Due from Related Parfies: These are assessed as standard, altrough recoverability of hese

receivables is certain, as hese ae given secondary priority as to setflement by the related parties

compared to trird party obligations.

275,63
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e ather Recelvab/es: Grading of financial assets is determined individually based on the Group's
collecton experience witr he counterparty.

Fair Value of Financial Assets and Liabilities

Fair value is defined as ffre price that would be received to sell an asset or paid to transfer a liability in

an orderly transation between market paticipants at tre measurement date. Fair values are obtained

from quoted market prices, discounted cash flow models and opton pricing models, as appropriate.

The following metrods and assumptions are used to estimate the fair value of each class of financial

insbuments:

Cash and Cash Equivalents, Trade and Other Receivables, and Trade and Other Payailes. The carrying

amounts of cash and cash equivalents, trade and oher receivables, and hade and other payabies

approximate Sreir value due to tre relatively short-term maturity of trese financial instruments.

AFS /nyesfmerfs. Market values hare been used to determine the fair value of listed AFS investrnents.

Noncunent receivable (included in 'Other nonannent assefs). The fair value of noricunent receivable is

based on the net present value of cash flows using tlre prevailing market rate of interest. As of March 31,

2016 and December 31, 2015, fl're carrying value of he noncurrent receivable approximates its fair value.

Long-term Debt. The fair value of borrowings with floating interest rate is based on the discounted net

present value of cash flows using an effective discount rate of 4.53% and 4.530,6 as of March 31, 2016 and

December 31, 20 15, respectively.

The estimated fair values of the categories of the Company's financial insfuments approximate their

carrying values as of Marctr 31, 2016 and December 31, 2015.

12. Existence of Material Contingencies and any 00rer Events or Transactions that are illaterial to
an Understanding of the Cunent lnterim Period.

a. Acquisition of the 153.1 l,lUU Naga Power Plant Complex (NPPC)

Prior to he expiration of fre OMSC on September 25,2014, he Parent Company purchased he
NPPC after exercising its "right-to-top' (RTT) he winning bid, which right was pursuant to the LLA with

PSALM hat was executed when tre LBGTs were acquired by tre Parent Company in 2010. Pursuant

to the APA executed by the Parent Company and PSALM covering he purchase of the assets

consisting of the thermal and diesel power plants (CTPP 1 and CTPP 2, and CDPP 1), the Parent

Company paid PSALM a total of F463.3 million. The Parent Company and PSALM also entered into

an LLA, as an ancillary conhact to the APA, covering the land where he purchased asseb are

located, and paid in full tre total lease rentals amounting to

?712.5 million. Following the issuance of Notice of Award on July 28,2014 and after completing all

the conditions for Closing, PSALM turned over the NPPC to tre Parent Company on September 25,

2014, coinciding with tre termination of tre OMSC.

More than one year after PSALM awarded the NPPC to he Parent Company, he Supreme Court (SC)

declared flre APA and the LLA for the sale of he NPPC to be null and void per decision promulgated

on September28,N15.

On December 1,2015, the Parent Company filed its Motion for Reconsideration of the SC Decision

dated September 28, 2015. ln said Motion for Reconsideration, he Parent Company stressed thal as
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the owner of the LBGT and the lease on the land on which fre LBGT stands, it has an interest in the

whole of tre Complex and not just wihin the leased premises. This is due to the fact trat the Parent

Company's payrnent for the LBGT necessarily includes payment for the RTT, tre LBGT and the land

subject of he LBGT-LLA which forms part of the Complex, and SPC shares in he use, upkeep and

maintenance of the Co-Use Facilities within trre Complex, thus, showing that the Parent Company's

interest extends to the whole of the Complex.

0n December 9, 2015, the SC resolved to deny the Motron for Reconsideration. Thus, a Motion for

Leave to File and Admit tre Attached Urgent Motion for Second Reconsideration and/or Referral to the

En Banc was filed by the Parent Company on February 2,2A16. However, on April 6, 2016, the

Supreme Court issued a Notice where it resolved among others to deny the said Motion For Leave

and noted without action, the aftached Urgent Motion for Second Reconsideration and /or Referral En

Banc, in view of the denial of the Motion for Leave. Accordingly, an amount equivalent to F1.143

billion (i.e., amount paid by he Group to PSALM in 20'14) was recognized as otrer noncurrent

receivable as of December 31, 2015 and March 31, 2016, witr the effect of discounting deemed to be

insignificant. Since tre SC decisions do not speci{y deiails on how tre nullified transaction will be

seftled between the Parent Company and PSALM, he ultimate disposition of the recorded assets and

liabilities remain uncertain as of March 31, 2016. The Group believes that how he matter will be

settled could be finalized over 2 years. Any adjustrnents arising from tre settlement of this mafter will

be reflected in the financial statements as they are determined.

b. Others

Except as already discussed in tre Management's Discusslon and Analysis of Financial Conditions

and Results of Operations as well as schedules and disclosures set forth in this Selected Notes to

lnterim Consolidated Financial Statements, there are no other material contingencies and any oher

events or transactions that are material to an understanding of the current interim period.


