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Alsons Consolidated Resources, Inc.
and Subsidiaries

Unaudited Interiin Condensed Consolidaled Financial Statements
As al March 31, 2014 and for the Three-Month Periods Ended
March 31, 2014 and 2013

(With Comparative Audited Consolidated Balance Sheet

as at December 31, 2013)



ALSONS CONSOLIDATED RESQURCES, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED BALANCE SUHEET
MARCH 31, 2014
{(With Comparative Audited Figures as at December 31, 2013)

Marel 31,

December 31,

2014 2013
SSETS (Unaudited) (Audited)
Current Assets
Casl and cash cc.luivalcnl:S {Nole 4) £3,065,342,943 P].422,362,785
’Shorl-lel'm cash investments {Note 3) 488,241,765 $,502.310
I'tade and olher receivables (Note 5) 4,394 455,152 4,319,949,4069
[nvenlories 211,052,124 204,349,009
Real estate invenlories (Note 0} 649,410,295 049,416:295
Prepaid expenses and other cureent assets 358,832,759 230,228,525
Total Current Assels 9,167,341,038 6,841,108,393
Noncurrent Assets
Noncuerent portion of installment receivables 9,756,899 9,756,899
Investments in real estate (Note 6} 1,477,259,8606 1,477,259,866
Investments in associalcs 1,219,595,317 1,219,595.317
Propertly, plant and equipment 1,895,699,874 6.,673,763,940
Available-for-sale financial assels 63,082,925 55,862,692
Goodwill (Note 7) 1,005,262,702 994,928,342
Retirement assels 50,248,073 49,965,852
Deferred tax assels - nel 11,418,243 11,630,735
Other noncurrent assels (Note 8} 483,923,854 624,572,058
Total Noncurrenl Asscls 12,216,247,753 11,117,335,710
$221,383,588,791  P17,958,444,103
LIABILITIES AND EQUITY
Current Liabilitics
Accounts payable and other current liabilities (Note 9) R 787,892,568 877,737,772
Loans payable 799,544,571 794,366,639
Income tax payable 197,204,498 100,872,098
Derivative liability 37,923,780 37,923,780
Current portion of long-lerm debt 389,016,049 454,022,139
Tolal Current Liabilities 2,211,581,466 2,204,922,428
Noncuerent Liabilities
Long-term debt - net of current portion (Nolel3) 7,727,049,929 4,730,472,902
Deferred tax liabilitics - net (Note 15} 423,832,194 425,715,041
Retirement payable 9,522,746 9,488,962
Assel retirement obligation (Note 13} 79,260,872 78,801,367
Total Noncurrent Liabilities 8,239.0065,741 5,250,478,272
Total Liabilitics 10,451,247,207 7,515,400,700
Equity (Note 10)
Capital stock 6,309,283,333 6,309,283,333
Other reserves 197,357,800 175,793,653
Cumulative translation adjustiment 1,813,891,221 1,575,034,794
Retained earnings:
Appropriated 1,700,000,000 $50,000,000
Unapproprialed 455,483,730 1,156,385,631
Attributable to owners of the parent 10,476,0106,100 10,066,497,411
Non-controiling intercsts 450,325,484 376,545,992
Tolal Equity 10,932,341,584  10,443,043,403
P21,383,588,791 117,958,444, 103

See accompanying Notes io Interim Condensed Consolidated Finaneial Statements.



ALSONS CONSOLIDATED RESOURCES, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF INCOME

Three Mouths Ended March 31

2014 2013
Unaudited Unaudited
REVENUE
Energy fees P1,174,6£7,345 R493,633,565
Salc of real estale - 1,395,000
Management {ces 0,275,731 7,307,441
Rental income and others 2,248,502 2,647,340
1,183,141,578 504,983,346
INCOME (EXPLENSES)
Cost of goods and services (725,784,585)  (232,730,352)
General and administrative expenses (84,723,370} {62,020,465)
Finance income (charges) - net (59,£72,480) (17,125.444)
Other income - net 8,339,104 58,397,121
(861,341,331)  (253,491,14)
INCOMIE, BEFORE INCOME TAX 321,800,247 251,492,200
PROVISION FOR (BENEFIT FROM)
INCOMUE TAX (Nole 12)
Current 96,521,605 60,584,403
Deferred (3,598,955} (637,284)
92,922,650 68,800,717
NET INCOME FRON CONTINUING OPERATIONS 228,877,597 185,545,087
NET INCOME FROM DISCONTINUED
OPERATIONS - 37,397,096
228,877,597 2222,942,183
Allributable Lo
Owners of the parent {Note 10)
Continuing operations P149,098,103 271,498 543
Discontinued operations - 22,412,080
149,098,105 93,903,622
Non-controlling intorest
Continuing opcrations 79,779,492 114,053,545
Discontinued operations - 14,985,016
79,779,492 129,038,501
12228,877,597 222,942,183
Basic/diluled earnings per share atlributable to owners of :
£0.024 70,015

the parent

See accompanying Notes to Inferin C ondensed Consolidated Financial Statenients.



ALSONS CONSOLIPATED RESOURCES, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME

Three Months Ended March 31

2014 2013
(Unaudited) (Unaudited)
NET INCOME FOR THE PERICD P228,877,597  P222.942,183
OTHER COMPREHNENSIVE INCOME
Items that will be reclassified subsequently 1o profit or
loss
Gain on valuation of AFS financial assets 7,220,233 7,772,453
Transtation adjustment 253,200,351 129,038,562
TOTAL COMPREHENSIVE INCOMI (1.OSS) £489,298,181  £359,753,198
Attributable Loz
Owners of the parent
Countinuing operation £409,518,689 208,302,558
Discontinued operalions - 22,412,080
409,518,689 230,714,638
Non-controlling interests
Continuing operation 79,779,492 154,053,545
Discontinucd operations - 14,985,016
79,779,492 129,038,562
489,298,181 £359,753,198

Sec accompanying Neles to inferim Condensed Conselidated Financial Statements.
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ALSONS CONSOLIDATED RESQURCES, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended March 31

2014 2013
{Unzaudited) (Unaudited)
CASH FLOWS IFROM COPERATING ACTIVITIES
[ncome before income {ax B321,800,247  [291,742,900
Adjustments for:
Depreciation and amortization 192,087,908 153,864,074
[nierest income (3,613,716) (12,544,476)
Finance charges 65,318,244 27,666,321
Amortization of - -
Unreafized foreign exchange loss (gain) 21,485,394 (16,035,854)
Impairment loss on deferred project cost - 712,364
Loss {gain) on sale of equipment 262,162 —
Operaling income before working capital changes 597,340,299 445,405,329
Decrease (increase) in:
Trade and other receivables (39,186,752) (80,280,801)
Prepaid expenses and other current asscls (118,380,853} (10,894,246)
Spare parts and supplies 6,329,360 {10,358,627)
Reat estate inventories - 51,314,420
Noncurrent portion of installment receivables - -
Increase (decrease) in:
Accounts payable and other current liabilities (71,923,180) (19,140,811)
Customers’ deposits 5,206,777 16,100,706
Nel cash flows from operalions 379,385,645 392,145.910
Income taxes paid (11,038,633) (11,410,302)
Net cash flows from (used in) operaling activilics 368,347,012 380,735,608
CASH FLOWS FROM INVESTING ACTIVITIES
Decrease (increase) in:
Other noncurrenl assels (10,619,052} (75,942,748)
Duc from related parties (35,318,931)  (225,225,579)
Short-term cash investments (480,555,687)  (118,433,460)
Investiments in real eslale - -
Additions to property, plant and equipment (Note 7) (1,023,639,225) (369,165,129}
Interest received 4,729,948 22,580,437
Increase in other noncurrent liabilitics 24,346,021 24,546,021
Computer software (3,741,353) -
Proceeds [rom disposal of property and equipment 1,862,021
Net cash flows [vom {used in) investing aclivities (1,547,282,879) (741,634,458}

(Forward)



ALSONS CONSOLIDATED RESOURCES, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

Fhree Months Ended March 31

2014 2013
{(Unaudited) {Unauditced)
CASH FLOWS FROM FINANCING ACTIVITIES
[ssuance of preferred shares - 13,750,000
Availment (payments) of:
Redemption of preferred sharcs - -
Dehts 2,899,580,679 573,530,096
Interest (77,604,654) {22,049,938)
Net cash flows used in financing activities 2.821,916,025 565,230,158
NET INCREASE (DECREASE) IN CASH
AND CASII EQUIVALENTS 1,642,980,158 204,331,308
EFFECT OF FOREIGN EXCHANGE
RATE CHANGLES - 5,105,995
CASH AND CASH EQUIVALENTS
AT BEGINNING QF PERIOD 1,422 302,785 277,436,876
CASH AND CASH EQUIVALENTS
AT END OF PERIOD (Nole 4) £3.0065,342,943 P486,874,179

See accompunying Notes to Interim Condensed Consotidated Finoncial Stateinenis.



ALSONS CONSOLIDATED RESOURCES, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

1. General Information

Corporale Information

Alsons Consolidaled Resources, Inc. (ACR or Parenl Company) is a stock corporation
organized on December 24, 1974 as Victoria Gold Mining Corporation to engage in the
business of exploration of oil, petroleum and other mineral products. The corporate name
was changed to Terra Grande Resources, Inc. in March 1995 and to Alsons Consolidated
Resources, Inc. in June 1995 to mark the entry of the Alcantara Group. ACR’s primary
purpose was consequently changed to thal of an investment holding company and oil
exploration was relegated as a secondary purpose. The registered office address of ACR is

2286 Don Chine Roces Avenue, Makati 1231 Philippines.

The consolidated Anancial statements include the accounts of ACR and the subsidiaries

(collectively referred to as “the Group™) listed in ihe table below:

Percenlage of Ownership

March 31, 2014

December 31, 2013

Subsidiaries Nalure of business Direct  ladircet Divect  Indivect
Conal Heldings Corporalion (CHC}) Investment holding 1000 - 60.00 -
Alsings Power Holdings, Inc. (APHI)  Investment holding 20.00 §0.00 20.00 80.00
Western Mindanao Power
Corporation (WMPC) Power generation - 55.00 - 55.00
Southern Philippines Power
Corporation (SPPC}) Power generation - 55.00 - 55.040
Alto Power Management Corporation
{APMC) Management services - 60.00 - 603.00
APMC International Limited {AIL} Management services - 00,00 - 140.00
Mapatad Power Corporalion (MPC)* Power generation 100.00 150.00
Sarangani Energy Corporalion
(Sarangani)¥ Power generalion 75.00 - 75.00 -
Siguil Hydro Power Corporation (Siguily  Power gencration 100.00 - 100.00 -
Kalaong Power Corporation (Kalaong) Power generalion 100.00 - 100.00 -
San Ramon Power, lnc. (SRPI)** Power generation 100.08 - 100,00 -
Alsons Land Corporation {ALC) Real estale 99.55 - 99.55 -
Alsons Power International Limited (APIL) Power generation 100.00 ~ 100.00 -
ACR Mining Corporation (ACRMC) Expleration and mining 100.00 - 100.00 -
MADE (Markets Developers), Inc. Distribution 844 - 80.44 -
Kamanga Agro-Industrial Ecozone
Development Corporation (KALED) Agro-industrial economic zene 10000 — 100,00 -
ACES Technical Services Corporalion
(ACES) iManagenical services 100,00 - 100.00 -

Hpdirectly owned in 2000 but iransferyed (o CHC in 2013

SPPC and WMPC are independent power producers (1PPs) with Energy Conversion

Agrecments (ECAs) with the Philippine government through the National Power

Corporation (NPC).

Except for AIL and APIL, which are incorporated in the British Virgin Islands (BVI), all of

the subsidiaries are incorporated in the Philippines.



Stalus of Operations

MPC. CHC organized and incorporated MPC on July 13, 2010 as wholly owned subsidiary
to rehabilitate and operaie the 103 MW Bunker-Fired ligan Diesel Power Plants (IDPPs) I
and I located in Iligan City. On June 27, 2011, ACR acquired [ull control of MPC through
an agreement with CHC, wherein CHC assigns all shares to ACR. The deed of sale of IDPP
with Higan City Government was signed on February 27, 2013, On August 1, 2013, ACR
transferred MPC to CHC. MPC enlered into Power Supply Power Supply Agreements
(PSAs) with various distribution utilities and eleclric cooperatives. On September 6, 2013,
MPC starled operating 98 MW of the 103 MW Bunker-Fired IDPPs. The rehabilitation of the
additional 5 MW was completed in January 2014 and operations stacted in March 2014.

Sarangani. CHC organized Sarangani on October 15, 2010, as wholly owned subsidiary to
construct, commission and operate power generating plant facilitics of electricity in Maasim,
Sarangani Province. On June 27, 2011, ACR acquired fulf control of Sarangani hrough an
agreement with CHC, wherein CHC assigns all shares to ACR. On December 10, 2012,
ACR entered into a sharcholders agreement with Toyola Tsusho Corporation (TTC), a
company incorporated in Japan, wherein TTC agreed to subscribe and paid £355 million
worth of Sarangani shares, representing 25% of the total equity of Sarangani. On the same
date, ACR entered into a Development Fee Agreement with TTC, wherein TTC agreed to
pay ACR a development fee amounting to $5.75 million or P236 million, representing
compensation to ACR as sole project proponent [or the time, risk, and resources in
developing Sarangani project. The development fee received by ACR was recorded as pait
of “Other income - net” in the 2012 consolidated slatement of income (sec Note 28).

Sarangani has obtained a £9.3 billion project linancing facility [rom syndicate of domestic
banks on December 12, 2012, The notice to proceed to commence the relevant sub-contract
works in accordance with the Engincering Procurement Construction Contract was issued {o
Daclim Industrials, Inc. ol Korea on December 28, 2012, Commercial operation is cxpected
to conunence in August 2015.

Siguil and Kalaong. The Parent Company organized and incorporated Siguil and Kalaong on
July 22, 2011 as wholly owned subsidiaries. Siguil and Kalaong were incorporated primarily
{o develop and invest in energy projects including but not limited to the exploration,
development and utilizalion of renewable energy resources. Siguil and Kalaong have not
started commercial operations.

SRPI The Parent Company organized and incorporaled SRP1 on July 22, 2011, as wholly
owned subsidiary. SRPI was incorporated primarily to acquire, construct, commission,
operate and maintain power-generating plants and related facilities for the generation of
clectricity. SRPI has obtained its ECC on March 20, 2012 for the planned 105MW coal fired
power plant to be located in Zamboanga Lcozone. SRPI has not starled commercial

operations.

KAED. On September 3, 2010, (he Parent Company incorporated KAED to establish,
develop, operate and maintain an agto-industrial economic zone and provide the required
infrastructure facilities and utilities such as power and water supply and distribution system,
sewecrage and drainage system, wasle management system, pollution control device,
communication facilities and other facilities as may be required for an agro-industrial
econoniic zone, KAED has not starled commercial operations.

-
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MADE., MADE, which is in the distribution business, has incurred signilicant losses in prior
years resulting in capital deficiency. Because of he recurring losses, MADE decided to
ccase operalions effective April 30, 2006 and significantly reduced its employees. These
factors indicate the existence of a material uncertainly which cast significant doubt about
MADE’s ability (o conlinue operating as a going concern. As of March 31, 2014, MADE has
no plans to liquidate but new business inilialives are being pursued which will justify
resumption of its trading operations.

ACRMC.  In 2007, the Parent Company infused capital in ACRMC amounting to £195
million to support the laller’s acquisition of the 75% interest ol Alsons Development and
Investmeni Corporation (Aldevinco), an alfiliate, in the Joint Venture with Southern
Exploration Corporation (SECQ) to explore and develop the Manat Mining Claims situated
in the provinces of Davao del Norle and Compostela Valley. As of March 2013, ACRMC
has not yet starled commercial operations.

ACES. The Parent Company organized and incorporated ACES on July 7, 2011 with primary
purpose as the operations and maintenance contractor of the coal power plant. As at March
2014, ACES has not started commercial operations.

Basis of Preparation and Changes to the Group’s Accounting Policies

Basis of Preparation

The unaudited interim condensed consolidaled financial statements of the Group as at March
31, 2013 and for the three-month periods ended March 31, 2013 and 20[2 have been
prepared in accordance with Philippine Accounting Standard (PAS) 34, fnterim Financial
Reporting.

The unaudited interim condensed consolidated [inancial statements of the Group have been
prepared on a historical cost basis, except for available-for-sale (AFS) {inancial assets that
have been measured at fair value. The consolidated [inancial statemenls are presented in
Philippine peso, the functional and presentation currency of the Group, except lor CHC and
Subsidiaries whose functional currency is U.S. dollar. All vatues are rounded off to the
nearest Philippine peso, except when otherwise indicated.

The unaudited interim condensed consolidated (inancial statements do not include all the
information and disclosures required in the annual consolidated [inancial slatements, and
should be read in conjunction with the Group’s annual consolidated financial statements as at

December 31, 2013.

Basis of Consolidation
The consolidated financial statements comprise the financial statements of the Parent
Company and the subsidiaries it controls (see Note 1).

New Standards, Interpretations and Amendments thereof, Adopled by the Group

The accounting policies adopted in the preparation of the unaudited interim condensed
consolidated financial statements are consistent with those followed in the preparation of the
Group’s annual audited consolidated financial statements for the year ended December 31,

2013,
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New Standards Issued

The Group adopled these standards as they become effective. There is no significant impact
from the adoption of the standards on its financial position or performance unless otherwise
staled.

PERS 7, Financial instruments: Disclosures - Offsetting Financial Assets and Financial
Liabilities, will become eflective for annual periods beginning on or afler January 1,
2013. These amendments require an entity to disclose information about rights ol set-off
and related arrangements (such as collateral agreements). The new disclosures are
required for all recognized [inancial instruments thal are set off In accordance with PAS
32. These disclosures alse apply to recognized financial instriinents that are subject lo an
enforceable masler netting arrangement or ‘similar agreement,” irtespective ol whether
they are set-off in accordance with PAS 32, The amendments require enlities to disclose,
in a tabular Tormat unless another format is more appropriate, the following minimum
quantitative information. This is presented separalely [or financial assets and f{inancial
liabilities recognized at the end of the reporting period:
(a) The gross amounts of those rccognized financial assets and recognized financial
liabilities;
(b) The amounts that are sel off in accordance with the criteria in PAS 32 when
determining the net amounts presented in the statement of [inancial position;
(¢) The net amounts presented in the statement of [inancial position;
(d) The amounts subject to an enforceable masler netting arrangement or similar
agreenent
that are nol otherwise included in (b) above, including:
i. Amounts related to recognized linancial instrument(s that do not meet some or all
of the offsetting criteria in PAS 32; and
ii. Amounts related to financial collateral (including cash collateral); and
(¢} The net amount alter deducting the amounts in (d) from the amounis in (c) above.

PFRS 10, Consolidated Financial Statements, will become eflective for annual periods
beginning on or after January 1, 2013. PFRS 10 replaces the portion of PAS 27,
Consolidated and Separate Financial Statements that addresses the accounling for
consolidated [linancial statements. It also includes the issues raised in SIC-12,
Consolidation - Special Purpose Entities. PFRS 10 cslablishes a single control model
that applies to all entities including special purpose entities. PFRS 10 delines conirol as
when an investor is exposed, or has rights to variable returns {rom its involvement with
the investee and has the ability to affect those returns through its power. A reassessment
of control was performed by the Group on all its subsidiarics in accordance with the
provisions of PFRS 10. Following the reassessment, the Group determined that it has no
subsidiarics where the Group has lost its control or new control was gained over
previously accounted associates

PFRS 9, Financial Instruments: Classification el Measurement, will becoine eflective
for annual periods beginning on or after January 1, 2015. PERS ¢ reflects the first phase
of the work on the replacement of PAS 39 and appiies to classification and measurement
of financial assels and financial liabilities as delined in PAS 39. In subsequent phases,
hedge accounting and impairment of financial assets will be addressed. The completion
of this project is expected on the [irst half of 2012. The adoption of the first phase of
PFRS 9 will have an effect on the classification and measurement of the Group’s
financial assets, but will potentially have no impact on classificalion and measurements
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of financial [iabilities. The Group will quantify the e(Tect in conjunction with the other
phases, when issued, lo present a comprehensive picture.

PERS 11, Joint Arrangements, will become eflective [or annual periods beginning on or
after January I, 2013, PERS 11 replaces PAS 31, Interests {n Joint Ventures and SIC-13,
Jointly-controlled Latities - Non-monetary Contributions by Vewntwrers. PPFRS 11
describes the accounting for a joint arrangement which is defined as a conlractual
arrangement over which two or more parties have joint confrol. The standard reguires a
joint arrangement fo be classilied as eithier a joint operation or a joint veniure, based on
the contractual rights and obligations of that joinl arrangement. The standard removes
the oplion 1o account for jeintly controlled entities (JCEs) using proportionate
consolidation.  Instead, JCEs ihat meet the delinition of a joinl venlure must be
accounted for using the equity method. The Group is currently asscssing the impact of
this standard on its financial position and performance.

PERS 12, Disclosures of Interests in Other Entities, will become effective for annual
periods beginning on or after January 1, 2013, This standard includes all of the
disclosures that were previously in PAS 27 relaled Lo consolidaled [inancial slatements,
as well as all of the disclosures that were previously included in PAS 31 and PAS 28.
These disclosures relate to an entity’s inferests in subsidiaries, joint arrangements,
associates and structured entities. A number of new disclosures are also required. The
Group expects that this new standard will have no significant effect on its financial
position or performance.

PERS 13, Fair Value Measurement, will become eflective for annual periods beginning
on or after January 1, 2013. PFRS 13 establishes a single source of guidance under
PERS for all fair value measurements. PFRS 13 does not change when an enlity is
required to use fair value, but rather provides guidance on how lo measure fair value
under PERS when fair value is required or permitted. The Group is currently assessing
the impact of this standard on its financial position and performance.

PAS 1, Financial Siatement Presentation ~  Presentation of ftems of Other
Comprehensive Income, will become effective for annual periods beginning on or alter
July I, 2012. The amendments to PAS 1 change the grouping of items presenied in other
comprehensive income. liems that could be reclassitied (or “vreeyeled™) to profit or loss
at a future point in lime (for example, upon derecognition or settlement) would be
presented separately from items that will never be reclassified. The amendment affects
presentation only and has therefore no impact on the Group’s financial position or
performance.

PAS 12, Income Taxes (Amendment) - Deferred Tax: Recovery of Underlying Assets, will
become effective for annual periods beginning on or afler January 1, 2012. The
amendment clarified the determination of deferred tax on investment property measured
at fair value. The amendment introduces a rebuttable presumption that deferred tax on
investmenl property measured using the [air value model in PAS 40, Investment
Property, should be determined on the basis thal its carrying amount will be recovered
through sale. Furthermore, it introduces the requirement that deferred tax on non-
depreciable assels that are measured using the revaluation model in PAS 16 always be
measured on a sale basis of the assel.

PAS 19, Employee Benefits (Amendment), will become effective [or annual periods
beginning on or alter January 1, 2013. Amendments to PAS 19 range from fundamental
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changes such as removing the corridor mechanism and the concepl of expected returns
on plan assets lo simple clarifications and re-wording. The Group does not expect this
amendment to have any signilicant impact on ils {inancial position or performance.

PAS 27, Separate Financial Stetements (us revised in 2011), will beecome ellective for
annual periods beginning on or after Januvary 1, 2013, As a consequence of the new
PFRS 10 and PFRS 12, whatl remains of PAS 27 is limiled to accounting for subsidiaries,
jointly comtrolled entilies, and associales in separate [inancial stalements. The
amendment becomes effective for annual periods beginning on or after January 1, 2013,
The Group does nol expect this revised standard o have any significant impactl on its
financial position or performance.

PAS 28, Invesiments in Associates aid Joint Ventires {as revised in 2041), will become
effective for annual periods beginaing on or after January 1, 2013. As a consequence of
the new PFRS 11 and PFRS 12, PAS 28 has been renamed PAS 28, Investments in
Associates and Joint Venlures, and describes the application ol the equity method (o
investmenls in joint ventures in addition (o associates.

PAS 32, Financial Instruments: Presentation - Qffsetting Financial Assets and Financial
liabilities, will become effective for annual periods beginning on or alter January i,
2014, These amendments to PAS 32 clarify the meaning of “currently has a legally
enforceable right to sel-olf” and also clarify the application of the PAS 32 offselling
criteria (o settlement systems (such as central clearing house systemns) which apply gross
seltlement mechanisms that are not simultaneous. The amendments to PAS 32 are Lo be
applied retrospectively. The Group is currently assessing impact ol the amendments to
PAS 32.

Philippine Interpretation IFRIC 15, dgreements for the Construction of Real Estate. This
interpretalion covers accounting for revenue and associated expenscs by entilies that
undertake the comstruction of real estate directly or through subconiractors. This
interpretation requires that revenue on construction of real estale be recognized only
upon completion, except when such conlracts qualify as construction contract under PAS
11, Construction Contracts, or involve rendering of services in which case revenue is
recognized based on stage of completion. Coniracts involving provision of services with
the construction materials and where the risks and reward of ownership are transferred to
the buyer on a continuous basis will also be accounied for based on stage of completion.
The Philippine SEC delerred its implementation until the final Revenue Standard is
issued by the International Accounting Standards Board (IASB) and after an evaluation
on the requirements and guidance in (he said inlerpretation vis-a-vis the practices and
regulations in the Philippines real estate indusiry is completed.

Philippine Interpretation IFRIC 20, Stripping Costs in the Production Phase of a Surface
Mine, will become effective for annual periods beginning on or alter January 1, 2013,
This interpretation applies (o waste removal cosis that are incurred in surface mining
activity during the production phase of the mine (“production siripping costs”) and
provides guidance on the recognition of production slripping costs as an asset and
measurement ol the stripping aclivity asset.
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3. Segmeat Information
The Group conducts majority ol its business aclivilies in two major business segments:
(1) Power and (2) Real Estate. The Group’s olher aclivities consisting of product distribution
and investment holding aclivities are shown in aggregate as “Product Distribution and
Others.”
Information with regard to the Group’s significant business segmients are shown below:
Three onghs Eaded Mareh 31, 2004 (Unandided)
Adjustenends
Other And
Power Read Estade Inyeshments Tolal Lliminations Consolidaled
Earnings Information
Revenues
Exlernat customer #1,180,893,070 B 2,248,502 | 6,183, 041,578 P PLLIG3 141,578
Isler-sepmenl - - - - - -
“T'utal seveunes 1, 180,893,076 2,248,502 - 1,183, 141,574 - 1,183,141,574
Inierest expense {20,883,151) {1,152,174%) (41,750,966} (62,780,190} - (62,786,196}
falerest ircone 3,404 M E4 166,941 42,761 3.003.750 - 3,613,716
Irrovision for income (ax 92,913,529 9,121 - Y2,922,650 - 91,922,654
Net income 297,813,220 (3,724,281} {61,052,891) 23224040618 (3262450 228,877,597
Three Mondlis Ewded Aaveh 31, 2013 {Unnudiled)
Adjustments
Olser Al
Power el Estule invesinieads ‘Toial LElintinations Conselidisied
Ewrnings Informstion
Revenues
Exiernal customer 1* SHLSSL G P 21K8,235,323 P 1 709,176,329 - 1 709,176,429
Bler-seganent - - - - - -
Total revenues 500,941,006 208,235,323 - 709,176,329 - 709,176,329
[aleres| cxpense (9,592,0414) {1,559,340) {16,514,977) (27.666,321) - (27,666,321)
Lateresl income EO73,145 496,949 407,274 11,977,368 - 10,977,368
Provision for income tax 65,812,436 2854100 - 68,716,536 94,18E GHN00,717
Nel income 210,787,13% 35,919,579 {2+4,035,397) 222.071,320 270,863 222,242,183
4. Cash and Cash Equivalents

For the purpose of the interim consolidated stalements of cash {lows, cash and cash
equivalents are comprised of the [ollowing:

March 31,

December 314,

2014 2013

{Unaudited) (Audited)

Cash on hand 2 470,539 P484,496
Cash in banks 3,064,872 404 1,421,378,289
£3,005,342,943 21,422,362,785
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5. Trade and Other Receivables
March 31, December 31,
2014 2013
{Unaudited) (Audited)
Trade
Power B 748,153,467 PB0610,424,604
Real eslalg 256,123,151 257,194,970
Product distribution and olhers 31,730,458 31,730,458
Due from related partics (sec Nole 14) 3,243,333,319  3,208,014,358
Relention receivable 117,893,178 162,300,000
Accrued interest 276,820 265,258
Others (see Nole 7) 95,240,173 148,318,954
4,492,756,572 4,418,248,632
Less allowance for doubilul accounts 98,301,420 98,299,163
P4,394 455,152 1£24,319,949.469
6. Real Estate Inventories and Investnients in Real Estate

March 31, December 31,
2014 2013
(Unaudited) {Audited)

Real estale inventories:
Eagle Ridge Project (General Trias, Cavite) £2623,503,443 £623,563,443
Campo Verde Project ((Lipa and Malvar, Batangas) 25,852,852 25,852,852
2049,410,295 £649,416,295

March 31,

December 31,

2014 2013
{Unaudited) {Audited)

Investments in real estate:
CASI Property (Lanang, Davao City) £1,226,174,500  R1,226,i74,500
ALC Property (Pasong Tamo) 131,312,070 131,312,070
Batangas Project (Lipa and Malvar, Batangas) 115,087,360 115,087,360
Laguna Project (Cabuyao, Laguna) 4,085,936 4,685,936
11,477,259.866  £1,477,259,860

On December 27, 2011, the BOD of ACR approved the acquisilion of 72% of the oulslanding
shares of C. Alcantara & Sons, Inc. (CASI) from Alsons Corporation {(Alcorp), in behall of
Aldevinco, and Aldevineo, stockholders of ACR, at a consideration of B1,226 million. The
pumber of shares acquired consists of 2,000,000 commoen and 344,498 preferred CASI shares
valued at £1,048 million and R178 million, respectively. The transaction value of 1,226
million represents the market value of Lanang tandholdings of CASI as determined by an
independent third party appraiser. This acquisition provides ACR the right to own and
develop 21.27 hectares of land and 3 hectares of foreshore leased area in Lanang, Davao
Cily. The acquisition also caused the reduction of ACR’s receivables from Aldevinco

equivatent (o £1,226 million.
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On December 29, 2011, a Memoerandum ol Agreement (MOA)} was made and executed by
ACR and Aldevinco witll the following salient features:

a. ACR has Hmited rights as shareholder having a sole mterest in CASI s ifs right {o
receive in full, as a return of capital, the Lanang tandholdings. ACR will not exercise any
right as CASI shareholder such as, Lut not limifed to, nominating any individual
stockholder to the BOD of CASI, voting for any such nominee, or ratifying any act of the
BOD of CASI.

b.  ACR will creale a voling trust that confers upon Aldevinco, as lrustee, the right to vote
and any all rights pertaining to the CASI shares owned by ACR.

ACR, having a sole interest in Lanang property and lost its power (o participale in the
financial and operating policy decisions of CASI by assigning its voling rights to Aldevinco,
does not include the assets and liabilitics of CASI in the consolidated {inancial statements but
recognizes only its investment in CAS} as investment in real eslate representing CASDPs
Lanang property.

e —— e — e ————— e

e e e e R

Goodwill

Goodwill acquired through business combinations has been allocated to the power generalion
cash-generating unit consisting of the operations of SPPC and WMPC.

The carrying amount of goodwill allocated to SPPC and WMPC amounted Lo £1 ,005 million
as at March 31, 2014 and 2995 million as at December 31, 2013.

The movement during the three month period ended March 31, 2014 is duc lo the elfect of
foreign exchange ratc changes used in translating the amount ol goodwill allocated Lo SPPC
and WMPC from their functional currency of U.S. dollars to the Group’s functional of
Philippine peso.

Goodwill is subject to annual impairment testing which is performed by management at
every December 31st or whenever indicators of impairment are present. The recoverable
amount of the operations of SPPC and WMPC have been determined based on value in use
calculating using the cash [low projeclions based on financial budgels approved by

management.

As at March 31, 2014, management concludes that there are no indicators of impairinent that
could result in the impairment of goodwill.

8.

Other Noncurrent Asscls

March 31, December 31,

2014 2013

{(Unaudited) {Audited)

Decferred project cosls 241,880,272 £209,571,818
Mining rights 195,000,000 195,000,000
Deferred financing cost - 167,475,759
Deposits 30,054,026 28,500,000
Computer soltware 15,303,588 16,001,808
Others 1,231,954 8,002,673
2483.923,854 624,572,058
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Mining rights

In 1997, Aldevinco enlered into a Mineral Production Sharing Agreement (MPSA) with the
Republic of the Philippines for the exploration, suslainable development and commercial
utilization of mineral deposits covering 1,547.32 hectares in the Municipalities of
Nabunturan and Maco in Composiela Valley (the Manat Claims).

in 1999, Aldevinco and SECO entered into a joint venture (the Joint Venture), for the
purpose of prospecling, exploring, and developing and mining the Manat Claims. Under the
Joint Venture Agreement, SECO shall conduct exploration works on the Manat Claims.
SECO’s participating inlerest shall be (a) 25% aller completion of certain worle program
and/or incurring total expenditures of US$1,000,000; and (b) 50% after completion of certain
work program and/or incurring tolal expenditure of US$2,250,000. As soon as SECO shall
have earned 50% participating interest, SECO and Aldevinco shall register the joint venture
as a partnership with the SEC to qualily it to hold legal title to the Manat Claims and other
properties acquired by the Joint Venture.

1n 2007, ACRMC acquired Aldevinco’s 75% parlicipating interest in the Joint Venture [or
P£195 million.

As at March 31, 2014 and December 31, 2013, the participating interests of ACRMC and
SECO in the Joint Venture are 75% and 25%, respectively.

Deferred Project Costs
Deferred project costs are expenses incuired by the Group on the following ongeing projects:

SM 200. SM 200 is a coal-lired power plant project with a 200MW capacity in Maasim,
Sarangani. The SM 200 project is embedded within the [ranchisc area of SGCOTECO2. In
2009, the Department of Energy (DOE) and the Department of Environment and Natural
Resources approved the ECC application for the SM 200 project. The ECC is a requirement
for the start of construction of the project. Construction of Phase 1 of $M 200 commenced in
July 2012. Completion is expected in August 2015 while SM 200 Phase 11 will follow a year
later.

TAM 100. ZAM 100 is a coal-lired power plant project with a [00MW capacily in San
Ramon, Zamboanga City. ZAM 100 received its ECC approval on March 20, 2012, The
plant will be embedded the franchise area of Zamboanga City Electric Cooperative, lnc. to
take advantage of eliminating the transmission charges of National Grid Corporation of the
Philippines (NGCP). As at March 31, 2014 and December 31, 2013, costs incurred for this
project amounted to #2212 million and 2188 million, respectively.

Mapalad. Mapalad was formerly the {00MW {ligan Diesel Power Plant (IDPP) that was
constructed in 1993 and operated under the NMPC until the tumnover (o NPC of NMPC-1 in
2003, and NMPC-2 in 2006. After the turnover, NPC failed to pay the local government real
property taxes. City officials subsequently auctioned off the diesel plani; however, the
process failed due to the absence of more than one qualified bidder. ACR submitted a price
proposal afler the city declared the Higan plant would be disposed on a negoliated-sale basis.
A deed of sale of IDPP with lligan City Government was signed on February 27, 2013. As at
December 31, 2013, costs incurred for this project amounled (o 633 million.
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Siguil. Siguil hydro powerplant project is a 16.7 MW run-olf river with three cascades along
Siguil River in Sarangani Province. The project is composed ol a non-overflow concicle

gravity dam.
requirements have been completed.

Its hydrology validation study is on-going and the DOE regisiralion

Others. Other project costs include deferred exploration costs incurred by ACRMC for the
mineral deposits in the Manat Claims. As at March 2014, the Manat MPSA is still in the

exploration phase of development.

9, Accounts Payalde and Other Current Liabilities

March 31, December 31,

2014 2013

(Unaudited) (Audited)

Trade 2363,437,662 B511,255,472
Nonirade:

Advances {rom projects and others 201,397,678 104,382,289

Commissions payable 9,747,057 9,747,057

Qutput tax payable 132,182,762 54,079,079

Advances from customers 25,936,763 25,525,647

Accrued inlerest 55,190,646 80,647,869

Accrued vacation and sick leave benefits - 26,267,188

Other current liabilities - 59,832,175

P787,892,568 PR77,737,772

Trade payables are noninlerest-bearing and are normally on a 60 to 75 days term.

Nontrade, advances from customers and other current liabilities are noninterest-bearing

and have an average term of 30 days.

10. Equity

Capital Stock

March 31, December 31,
2014 2013
(Unaudited ) {Audited)
Authorized No. of shares Amount No. of shares Amount
Common slock - 21 par value: 11,945,000,000  BL1,945,000,000 11,945,000,000 1 1,945,000,000
Preferred stock - R0.0L par value 5,500,000,000 55,000,000  5,500,000,000 55,000,000
£12,000,000,000 1212,000,000,000
Common sharcs
lssued and outstanding 6,291,500,000  26,291,500,000  6.291,500,000 26,291,500,000
Prelerred shares
Subscribed 55,000,000 55,000,000
Subscription receivable (37,216,667} (37,210,667)
£6,309,283,333 6,309,283,333
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On May 25, 2011, SEC approved the amendment of the Articles of Incorporation of ACR
creating a class of prelerred shares, by reclassifving 55,000,000 unissued common shares
with a par value of L0 per share into 5,500,000,000 redecmable preferred voling shares
with a par value of £0.01 per share.

The redeemable preferred sharves have the following features:

a. Redeemable preferred shares may onty be issued or transferred o Filipino cilizens or
corporations or associations at least 60% of capital of such carperalions or associations 1s
owned by Filipino cilizens.

b. Holders of redecmable preferred shares are entitled lo receive, out ol the unrestricted
refained earnings of ACR, cumulative dividends al the rate of 8% per annum of the par
value of the prelerred shares, before any dividends shall be paid to holders of the
commion shares.

c.  ACR may, by resolution of the BOD, redeem the preferred shares at par value.

d. In the event of dissolution or liquidation, holders ol redeemable preferred shares are
entitled to be paid in full, or pro-rata insolar as the assets and propertics of ACR will
permit, the par value of each preferred share before any distribution shall be made to the
lholders of common shares, and are not entitled to any other distribution.

On February 4, 2013, Alsons Corporation subscribed 5,500,000,000 preferred shares with par
value of £0.01 per share, from unissued authorized preferred shares of the Company. On the
same date, Alsons Corporation paid 213,750,000 for the 25% subscription price of
£55,000,000.

The following sunumarizes the information on the Parent Company’s registration of sccurilies
under the Securities Regulation Code:

Authorized No. Of Issue/Offer
Date of SEC Approval Shares Shares lssued Price
1993 12,000,000,000  6,291,500,000 2]

Retained Earnings

The dates of declaration, record and payment of cash dividend amounting to £20.01 per share
cquivaient to 63 million in 2012, #0.011 per share equivalent to 269 million in 2011
payable to all stockholders are as follow:

Year Date of Declaration Date of Record Date of Paymenl
2012 May 4, 2012 May 18,2012 June 14, 2012
2011 May 20, 2011 June 6, 2011 June 13, 20H1
2010 May 26,2010 April 20,2010 May 17, 2010

The share of non-controlling interests on the dividends declared by subsidiaries amounled to
£497 million in 2013.
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Earnings Per Share Attributable to Equity Holders of the Parvent Company

Eamings Per Share

Three Months Ended Mareh 31,

2014 2013
{Unaudited) {Unaudifed)
Net income atiributable to equity
holders of the Parent Company £149,098,105 193,903,622
Divided by the average nunber of ‘
shares oulstanding for the year 6,291,500,000 6,291,500,000
Basic/Diluted EPS P0.024 RO.OIS

12, Income Tax

The major components of income tax expense in the consolidated statements ol income for
the period ended March 31, 2014 and 2013 are as [ollows:

2014 2013

Current income lax expense 296,521,605 P69.320.476
Delerred income lax cxpense (benefit) related 1o

origination and reversal of deferred taxes (3,598,955) {519,759)

92922 650 268,800,717

13.

Financial Risk Management Objectives and Policies

The Group’s principal financial instruments are composed of cash and cash equivalents,
short-terim cash investments, AFS financial assels and loans and borrowings. The main
purpose of these financial instruments is to raise [inances for the Group’s operations. The
Group has various other financial assets and liabilities such as trade and other receivables and
accounts payable and other current liabilities which arise directly from its operations.

The main risks arising from the Group’s [inancial instruments are credit risk, liquidity risk,
and market risk (interest rate risk, equily price risk and foreign currency risk).

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

Credit Risk

Credil risk is the risk that a counlerparty will nol meet its obligation under a [inancial
instrument o a customer contract, leading to a financial loss. The Group trades only with
recognized and creditworthy third parties. It is the Group’s policy that afl customers who
wish to trade on credit terms are subject to credit verilication procedures. In addition,
receivable balances are monitored on an ongoing basis with the result that the Group’s
exposure Lo bad debts is not significant.

In the Group’s real eslale business, transfer of the property is exccuted only upon [ull
payment of the purchase price. There is also a provision in the sales contract which allows
forfeiture of the installment/deposits made by the customer in favor of the Group in case of
default. These measures minimize (he credit risk exposure or any margin loss from possible
default in the payment of installments,
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In the Group’s power generalion business, credit risk 1s signilicantly concentrated on NPC,
the sole customer of SPPC and WMPC. It is the policy of the Group that all provisions in the
ECA are complied with.

With respect to credit risk arising {rom the [inancial assets of the Group, which comprise
cash and cash equivalents, short-term cash investmenls, trade and other receivables and AFS
investments, the Group’s exposure (o credil risk arises [rom default of the counterparty, with
a maximum exposure equal lo the carrying amount of these instruments.

Liquidity Risk

Liquidity risk arises [rom the possibility that the Group encounter difficulties in raising [unds
to meet or settle ils obligations at a reasonable price. The Group maintains sufficient cash
and cash equivalents (o finance ils operalions. Any excess cash is invesled in short-term
money markel placements. These placements are maintained to meet maturing obligations
and pay dividend declarations.

The table below summarizes the maturity profile of the Group’s financial assels (held for
liquidity purposes) and financial liabilitics based on contractual undiscounted payments:

Mareh 31, 2014

QOn Demamd <{ Year [-3 Years >3 Years Total

Cash and cash equivatents 123,065,342,943 P 2 B P3.065,342,943
Short-term cash investments® ~ 488,241,705 - - 488,241,705
Trade reccivables - L,004,276,618 9,756,899 ~  1,114,033,517
AFS financinl assels 63,082,925 - - 63,082,925
£3,128,425,808 P1 492,518,383 19,756,899 B $24,030,701,150

December 31, 20113

On Demand < | Year [-3 Years >3 Years Total

Cash and cash equivalents 1,422,302,785 P P - 21,422,302,783
Short-term cash investiments™® - 0,114,792 - - 9,114,792
Trade receivables - 807,715,341 9,750,899 - 817,472,240
AFS financial assels 55,862,092 - - 55,862,692
11,478,225477  PRI16,830,133 £9,756,599 P 12,304,812,509

Inehding interest incame conpted rsing provailing save az af December 31, 43

Interesi Rale Risk

Interest rale risk is the risk that the fair vatue or future cash flows ol a financial instrument
will fluctuate because of changes in markel interest rates. The Group’s exposure to market
risk for changes in interest rates relates primarily to the Group’s interest-bearing loan
obligations with floating interest rate as it can cause a change in the amount of interest
payments. The Group’s policy is lo manage ils interest cost using a mix of fixed and variable
debt rates. The Group’s ratio of lixed (o [loating rate debt slood at 33:06 as of December 31,

2013.

The following tables set out the carrying amounts, by malurily, of the Group’s interest-
bearing [inancial obligations with floating interest rate:

2413
Lnterest Rate
Terms (p.a) Fising Period <l Year 1-3 Years >3 Yoears Totad
Long-term debt
1.8, dollar-denominated borrowing  LIBOR
+2.28% uuerterly 314,993,095 373,657,917 It BO88,651,012

Peso-denominaled borrowings 91 T-hilt
3% Quarterly - - -
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Equily Price Risk

Equity price risk is the risk that the fair value of quoted AFS investment decreases as the
result of changes in the value of individual stocks. The Group’s exposure to equily price risk
relates primarily to the Group’s quoted AFS investments. The Group intends to hold these
investments indefinitely in response to liquidity requirements or changes in market
conditions.

The following table demonstrales the sensilivily to a reasonably possible change in equity
price, with all other variables held constant, of the Group’s comsolidated equity. The
reasonably possible change in equity price was based on the year lo year change of stock
market indices. In quantifying (he effect of reasonably possible change in equity price, the
expected return on the AFS investment is correlated Lo the return of the [inancial market as a
whole (hrough the use of bela coeflicients. The methods and assumptions used in the
analysis remained unchanged over the reporting periods.

Foreipn Currency Risk

The Group’s exposure to loreign currency risk is limited to monetary assels and liabilities
denominated in currencies other than its [unctional currency. Substantial poriion of the U.S.
dollar-denominated assets and liabilities is atlribulable to the Group’s power segment in
which the functional currency is the U.S. dollar.

I translating the foreign currency-denominated monctary assets and ljabilities inlo peso
amounts, the Philippine peso o U.S. doliar exchange rates used was P44.996 and £43.34 to
US%1.0, for March 31, 2014 and December 31, 2013, respeclively.

Capital Management

The primary objective ol the Group’s capital management is to ensure that it maintains a
strong credit rating and healthy capital ratios in order to support ils businesses and maximize
sharcholder’s value.

The Group monitors its capital based on debt to equity ratio. The Group includes within debt
intcrest bearing loans and borrowings. Capital includes equily attributable to the equily
holders of the parent less (add) the net unrealized gain (loss) rescrve and cumulative
translalion adjustment.

The Group’s current raiio and debt-to-equity ratio as of March 31, 2014 and December 31,
2013 lollow:

Cutrent Ratio

2014 2013
Current assets £9.167,341,038  P6,841,108,393
Current liabililies 2,211,581,4606 2,264,922.428
4.2 :1 3.0:1
Debi-to-Bquity Ratio
2014 2013

Loans payable P799.544,571 P794,366,639

Long-term debt (net of unamortized
transaction costs) 8,116,065,978 5,190,495,041

Total debt 8,915,010,549 5,984,861,680
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Equity 10,476,016,100 10,006,497,411
Other reserves (197,357,810) (175,793,633)
Cumulative translation adjustinent (1,813,891,221)  (1,575,034,794)
Tatal equity B8.464,767,069 £8,315,668,964

0.95:1 0.72:1

14. Financial Instraments

The Group uses the ollowing hierarchy lor determining and disclosing the fair value of
financial instrumenis by valuation technique.

v Level I: guoted (unadjusted) prices in aclive markets for identical assets or Habilities

= Level 2: other techniques lor which all inputs which bave a significant effect on the
recorded fair value are observable, either directly or indirectly

= Level 3: techniques which use inputs which have a significant effect on the recorded fair
value that are not based on observable market data

During the three-month period ended March 31, 2014, there were no transfers between Level
1 and Level 2 fair value mcasurcments, and no transfers into and oul ol Level 3 fair value
measurements.



page 24

PART | -~ FINANCIAL INFORMATION

Item 1. Financial Statements

The following financial statements are submitted as part of this report:

Interim Financial Statements as of March 31, 2014 and for the Three-Month Periods
Ended March 31, 2014 and 2013 (with Comparative Audited Consoclidated Balance
Sheet as of December 31, 2013).

Key Performance Indicators

The following key performance indicators were identlified by the Company and included in
the discussion of the results of operations and financial condition for the three months
ended March 31, 2014 and 2013. {Amounts in million pesos, except ratios)

March 31
Financial KPI Definition 2013 2013 (As
restated)
Profitability
REVENUES £1,183 12505
EBITDA 573 462
EBITDA Margin EBITDA 48% 65%
Net Sales
Return on Equity Net [ncome 2% 2%
Total Average Stockholders' Equity
NET EARNINGS
ATTRIBUTABLE TO EQUITY
HOLDERS 149 94
Efficiency
Operating Expense Ratio Operating Expenses 23% 30%
Gross Operating Income
Liquidity
Net Debt Coverage Cash Flow from QOperating Aclivities 6% 21%
Net Financial Debt
CURRENT RATIO Current Assels 4:15:1 5.60:1
Current Liabilities
DEBT-TO-EQUITY RATIO 0.85:1 0.24:1
Total Assets
Assel-to-equity Ratio Total Equity 1.96:1 1.28:1
Earnings Before Interest and Taxes 6.07:1 11.15:1
Interest Rate Coverage Ratio Interest Expense
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Profitability

Earnings before interest, taxes, depreciation and amortization (EBITDA) margin of
the Company was down at 48% from 65% in the same period last year. Return on equity
(ROE) remains stable at 2% in spite of lower EBITDA Margins for 2014.

Efficiency

The newly rehabilitated MPC plants contributed 65 GWH in energy dispatched to
augment the energy shortage in Mindanao. Revenues increased significantly from R504
million in 2013 to £1.2 billion in 2014. Operating expense ratio in 2014 also increased to
23% from 11% in 2013.

ACR’s cash flows from operations this year decreased to B368 million from last
year’s 2381 million. Debt coverage ratio decreased to 6% from 22% in 2013 due to the
drawdown of the project loan for SEC. Current ratio also decreased to 4.15:1 in 2014
compared to last year's 5.60:1 resulting from higher cash and cash equivalents this year.

DESCRIPTION OF KEY PERFORMANCE INDICATORS:

1. REVENUES. Revenue is the amount of money thatthe company subsidiaries
receive arising from their business aclivities and is presented in the top line of the
statements of income. The present revenue drivers of the Company are i) Energy
and power and ii) Real eslate. Revenue growth is one of the most important factors
management and investors use in determining the potential future stock price of a
company and is closely tied to the earnings power for both the near and long-term
timeframes. Revenue growth also aids management in making a sound investment

decision.

2. EARNINGS BEFORE INTEREST, TAXES, DEPRECIATION AND AMORTIZATION
(EBITDA). The Company computes EBITDA as earnings before extra-ordinary items,
net finance expense, income tax, depreciation and amortization. [t provides
management and investors with a tool for determining the ability of the Company to
generate cash from operations to cover financial charges and income faxes. Itis also
a measure to evaluate the Company's abilily to service its debts, to finance its capital
expenditure and working capital requirements.

3. NET EARNINGS ATTRIBUTABLE TO EQUITY HOLDERS OF PARENT. Net income
attributable to shareholders is one more step down from net income on the income
statement. The net income of a company is just all of the revenues minus all of the
expenses including interest expenses and taxes. Net income atfributable to
shareholders is the net income minus the non-controlling interests. This aids
management and investors in identifying company's profit allocated to each

outstanding share.

4. DEBT-TO-EQUITY RATIO. This measures the company's financial leverage
calculated by dividing its total liabilities by stockholders' equity. It indicates what
proportion of equity and debt the company is using to finance its assets.
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5. CURRENT RATIO. Current ratio is a measurement of liquidity computed by dividing
_current assets by current liabilities. It is an indicator of the Company’s ability to meet
its current maturing obligations. The higher the ratio, the more liquid the Company
presents.

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

RESULTS OF OPERATIONS

The three months financial results showed the company generated significant leap in
revenues from B505 million in 2013 to R1.2 billion this year. The newest revenue
contributor is the newly acquired and rehabilitated 103 MW liigan Diesel Power Plant of
Mapalad Power Corporation (MPC). ACR’s net income attributable to the parent posted
a 59% surge during the three-month period from £94 Million in 2013 to £149 Million in
2014, in spite of the disposal of the Company’s majority stake in Lima Land in October
2013.

Cost of goods sold also increase from £233 million to B726 million, 212% higher
than last year. The increase is primarily due to the pass-on fuel cosis of MPC.
Consequently, gross profit margin decreased to 39% from last year's 54%.

General and administrative expenses increased 37% from 262 million to 284 million;
this is due primarily to the expenses of MPC during the period compared to nil in 2013.

Net finance charges this year was at £59 million compared to last year's P17 million.
This is due to higher interest expense resulting from the availment of loans of the Parent
Company.

Other income amounted to B8 million in 2014, 6% lower than last year's P58 million
due mainly to the foreign exchange loss recognized during the year resulting from Peso
depreciation vis-a-vis to the US Dollar.

ACR’s net income before tax was significantly better at 322 million in 2014
compared with the £251 million reported in 2013. Provision for income tax was likewise
higher this year at 293 million from £66 million in 2013.

Net income from continuing operations was also significantly better at £229 million
from 186 million in 2013 and the income attributable to the equity holders of the Parent
increased 59% from £94 million to 2149 million this year. The surge in net income was
due to the contribution of MPC, a wholly-owned subsidiary of the holding Company. The
leap in net income was also credited to ACR's increased share of income from its two
other operating diesel power plant subsidiaries- the Western Mindanao Power
Corporation (WMPC) 100 WM plant in Zamboanga City and the 55MW Southern
Philippines Power Corporation (SPPC) in Alabel, Sarangani Province. ACR's increased
share in the income from these two plants was a result of ACR's gaining 100%
ownership of power holding company acquiring Thailand’s Electricity Generating Public
Company Limited's (EGCQ) 40% equity stake in CHC. ACR’s earnings per share (EPS3)
was at 20.24 in the first quarter of 2014 as against 20.015 for the first quarter of 2013
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REVIEW OF FINANCIAL POSITION

ACR and Subsidiaries posted tolal assels of 221.38 billion, 19% higher than the B
17.96 billion at the end of 2013.

Current assels increased 34% from 26.84 hillion to £9.17 billion brought about by the
increased in cash and cash equivalents, temporary placements, trade and other
receivables and prepaid expenses. The significant increases in cash and cash
equivalents and temporary placemenis were due to timing of usage of the cash drawn
from project loan facility of Sarangani Energy during the period, while the increase in
prepaid expenses was due to additional input taxes incurred during the period.

Non-current assets also increased 10% from £11.12 billion to £12.22 billion. This is
due largely to the 18% increase in property, plant and equipment incurred in the on-
going construction of SEC plant during the period.

Total liabilities amounted to £10.45 billion, 39% higher than the £7.52 billion reported
at the end of 2013. The drawdown of the project loan of SEC led o the increase in total
liabilities.

As of March 31, 2014, ACR’s current ratio decreased from 5.60:1 to 4.15:1 and ifs
debt to equity ratio increased to 0.85:1 from 0.24 last year.

ACR’s consolidated statement of cash flows showed that cash from operating
activities is the major source of funding for payment of maturing loans, while cash flows
from financing activities was used for additional capital expenditures.

i. Causes of the material changes (5% or more) in balances of relevant accounts as of
March 31, 2014 compared to December 31, 2013 are as follows:

a) Cash and Cash Equivalents
And Short-term Cash Investments — Increased 148%
The increase is due mainly to the timing of usage of cash drawn from the
project loan of Sarangani Energy and additional placements made by the

power companies during the period.

b) Prepaid Expenses and Other Current Assets ~Increased 52%.
The increase was due largely to the additional prepaid insurance and input
taxes incurred during the period.

¢) Property, Plant and Equipment — Increased 16%
The increase was due to the on-going construction of first phase of SEC plant
which is due to begin commercial operations in 2015.

d) AFS Financial Assets — Increased 13% ‘ '
The increase was due to the appreciation in the market value of these financial

assels.
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e} Other Noncurrent Assets — Decreased 23%
The decrease was due mainly to the reclassification of deferred project cost to
construction-in-progress during the period,

f) Accounts Payable and Accrued Expenses - Decreased 10%
The timing of payments of trade payables led to the decrease in this account
during the period.

g) Income Tax Payable — Increased 95%
Timing of payments of income tax payable caused the increased of this
account,

h) Current Portion and Long-term Debt — Decreased 14%
The decrease in this account was due to the amortization of maturing debts
during the period.

i) Long-term Dent — net of Current Portion — Increased 63%
The increase was due mainly to the additional cash drawn from SEC project
joan that remain unused during the period ended March 31, 2014.

i} Other Reserves — increased 12%.
The increase was due to the appreciation in the market value of AFS financial

assels.

k) Cumulative Translation Adjustments — Increased 15%.
The increase was due to the translations of the US Dollar Functional Currency
Financial Statements of the power company subsidiaries using the current
exchange rate as of the end of March 31, 2014.

1) Noncontrolling Interest — Increased 21%
The increase was due to ils share in the income during the period.

Events that will trigger Direct or Contingent Financial Obligation that is material to the
Company, including any default or acceleration of obligation.

Some of the subsidiaries or affiliates of the Company are from time to time
involved in routine litigation and various legal actions incidental to their respective
operations. However, in the opinion of the Company's management, none of the
legal matters in which its subsidiaries or affiliates are involved have material effect on
the Company's financial condition and resuits of operations.

Material Off-Balance Sheet Transactions, Arrangements, Obligations (including
contingent obligations), and other relationships of the company with unconsolidated
entities or other persons created during the reporting period.

The Company has no other material off-balance sheet transactions, arrangements,
obligations and other relationships with unconsolidated entities or other persons
created during the period that is not included in the financial statements.
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PART Il -- OTHER INFORMATION

Other Required Disclosures

1.

10.

1.

12.

13.

The atlached interim financial reports were prepared in accordance with
accounting standards generally accepled in the Philippines. The accounting
policies and methods of computation followed in these interim financial
statementis are the same compared with the audited financial statements for the
pericd ended December 31, 2013.

Except as reported in the Management's Discussion and Analysis of Financial
Condition and Results of Operations ("MD&A"), there were no unusual items
affecting assets, liabilities, equity, net income or cash flows for the inferim period.

There were no material changes in estimates of amounts reporled in prior
periods that have material effects in the current interim period.

Except as disclosed in the MD&A, there were no other issuances, repurchases
and repayments of debt and equity securities.

There were no material events subsequent to March 31, 2014 up to the date of
this report that needs disclosure herein.

There were no changes in the composition of the Company during the inlerim
period such as business combination, acquisition or disposal of subsidiaries and
long-term investments, restructurings, and discontinuing operations.

There were no changes in contingent liabilities or contingent assets since
December 31, 2013.

There are no material contingencies and other material events or transactions
affecting the current interim period.

There are no known trends, demands, commitments, events or uncertainties that
will have a material impact on the Company’s liquidity.

There are no known frends, events or uncertainties that have had or that are
reasonably expected to have a material favorable or unfavorable impact to the

Company.

There is no significant element of income or loss that did not arise from the
Company's continuing operations.

There are no known seasonal or cyclical aspects that had a material effect on the
financial condition or results of operations for the interim period.

Any material commitments for capital expenditures, the general purpose of such
commitments and the expected sources for such expenditures.

May 24, 2012, ACR or the Parent Company entered into a US$65 million Loan
Facility Agreement with APHC to contribute equity for the construction of the
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Sarangani Project (see Note 1). The loan bears 6% interest payable semi-annually
starting 6 months from the initial drawdown date up to maturity date of the loan.
Following are the salient features of the loan:

14.

Maturity Date — Principal is payable in full at maturity which is the earliest of (i) 4
years from date of initial drawdown; (ii) commercial operation dale of Sarangani;
or, (iii) the date of issuance of the takeover certificate to Sarangani for the
project. As at March 31, 2014, the Parent Company assessed that the
commercial operation date of Sarangani will be the earliest among the three
dates. Commercial operation date of Sarangani is expected to commence in
August 2015.

Mandatory Prepayment — Prior to maturily date, the Parent Company shall pay
the loan, in full or in part (as applicable), within fifteen (15) days from the
happening of any of the following: (i) a follow-on olfering, payment or subscription
transaction involving new commeon shares of ACR; (ii) initial public offering or
trade sale of the investee companies of ACR, which shall include Sarangani or
any investee that may in the future, be created or owned by ACR; or (iii)
dividends are received by ACR from the investee companies mentioned in (ji),
unless APHC may allow ACR to use dividends received by it to service its
existing loan obligations, instead of a mandatory prepayment on the loans in this
Agreement.

Any seasonal aspects that had a material effect on the financial condition or
results of operations.

ACR being a holding company has no seasonal aspecls that will have any
material effect on its financial condition or operational results.

ACR’s power business units generates fairly stable stream of revenues
throughout the year.

ACR’s real property development does not show any seasonality. The remaini_ng
real estate inventory of Alsons Land does not shown signs of impairments during

the period.



page 31

There are NO matters and events that need to be disclosed
under SEC Form 17-C.

SIGNATURES

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

ALSONS CONSOLIDATED RESOURCES, INC.
Issuer

By:

Registrant : ?N“ Date: > j } ”\ ¢
TIRSO G. SANTILLAN, JR.
Executive Vice-President & COO

N

~—tUIS R. YMSQN, JR. f} g

Chief Financial Officer
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Alsons Consolidated Resources, inc. and Subsidiaries

Schedule of Financial Soundness

SCHEDULE C

For theThree Months Ended

March 31,
Financial KPI Definition 2014 2013
Liquidity
. o . Current Assets
Current Ratio / Liquidity Rat : :
QUICIty atio Current Liabilities 41511 >-60:1
Solvency
Long-term debt (net of unamortized
. . . transactlion costs)
Debt to Equity Ratio/Solvency Ratio ; - 0.85:1 0.24:
auity y (Equity+Other Reserves+Cumulative 41
Transalation Adjustments)
Interest Rate Coverage Ratio
interest Rate Coverage Ratio Earnings Before Interest and Taxes 6.07:1 11.15:1
Interest Expense
Profitability Ratio
Net Income
i n 2% 2%
Return on Equity Total Average Stockholders' Equity ’ °
Asset-to-Equity Ratio
Total Assels 1.96:1 1.28:1

Asset-to-Equity Ratio

Total Equity




