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e Aboitiz Equity 1H income rises 55% to P3.4 bn

Aboitiz Equity Ventures, Inc. (AEV) ended the period January to June 2009 with a total net income of
P3.4 billion, recording an increase of 55% year-on-year (YoY). This translates to P0.62 in earnings
per share for the first semester of 2009.

For the period in review, the company had a non-recurring net income of P430 million, versus a non-
recurring loss of P43 million in the same period last year. Aside from a foreign exchange loss of P62
million at the parent and subsidiary levels, AEV realized a non-recurring income of R633 million, which
consists of (1) a P575 million reversal of impairment provision to adjust the carrying amount of the
assets of Aboitiz Transport System Corporation (ATS) in consideration of the termination of the
planned sale of ATS and (2) a P58 million booked revenue (net of income tax provision), which
represents the option money paid to AEV for the planned sale of ATS. Moreover, Aboitiz Power
Corporation (AP) booked one-off expenses that relate to the acquisition of the Tiwi-Makban
geothermal power plants, contributing P141 million to AEV’s non-recurring expenses. Accounting for
these one-off items, AEV’s core net income still recorded a robust growth of 33% YoY, from 2.3
billion to R£3.0 billion.

For the period in review, the power group accounted for 42% of AEV'’s total earnings contributions
from the various business segments. This was followed by the banking group with earnings
contribution amounting to 31% of total. The food and transport groups’ income share were each at
13% of total.

Business Segments
Power

AP ended the first half of the year with an income contribution of R1.2 billion, recording a 22% YoY
decline. When adjusted for non-recurring items, the group recorded a 14% YoY contribution drop to
P1.4 billion for the semester in review.

Despite higher net generation levels, the power generation business had an income contribution of
P796 million, which is 20% lower YoY. The earnings decline was mainly due to lower spot market
prices. When adjusted for non-recurring items, the decline in the business’ earnings is reduced to 8%
YoY, from R1.1 billion to P1.0 billion.

Wholly owned AP Renewables, Inc. (APRI), owner and operator of the Tiwi-Makban geothermal
power plants, recorded P316 million in operating income for the period in review. However, APRI had
to book one-off expenses totaling RP265 million, which include P113 million in acquisition-related costs
and P152 million in losses due to the settlement of its foreign exchange forward contracts used to
hedge the downpayment made to the Power Sector Assets and Liabilities Management Corporation




(PSALM) (40% of the $447 million acquisition price). On a recurring basis, APRI contributed P146
million to the power generation’s core earnings contribution to AEV for the first semester of 2009.

For the period in review, the total attributable power sold was 36% higher than last year, from 806
GwH to 1,093 GwH. The expansion can be mainly attributed to the operation of the 100 MW Binga
hydropower plant and the Tiwi-Makban geothermal power plants. As of end-June 2009, AP’s
attributable capacity was at 1,040 MW, posting a 112% YoY expansion. The increase was due to the
turnover of the 175 MW Ambuklao-Binga hydropower plants in July 2008 and the 462 MW Tiwi-
Makban geothermal power plants in May 2009.

On a quarter-on-quarter (QoQ) basis, the group’s total attributable power sold improved by 150%,
mainly due to the hydropower plants’ higher generation levels and the one-month sales contribution of
the geothermal power plants. With the higher rainfall during the second quarter, the hydropower
plants recorded a 152% QoQ increase in attributable energy sales for the months of April-June 2009.
In the meantime, the Tiwi-Makban geothermal power plants contributed 253 GwH of net generation.

The electricity spot market’s load weighted average price for the first semester of 2009 recorded a
26% YoY decline. This can be attributed to several factors, which include (1) the significant reduction
in fuel costs, particularly oil and coal, (2) the increase in average generated power offered in the spot
market resulting from the improved operating efficiency of privatized power plants, and (3) the System
Operator's settlement of offers made by the Limay oil-fired power plant outside of the electricity spot
market.

The power distribution group’s electricity sales for the period grew by 5% YoY, from 1,532 GwH to
1,603 GwH. Power consumption of both residential and non-residential customers improved by 7%
and 4%, respectively. This was on the back of an improved customer base with residential and non-
residential accounts growing by 4% and 2%, respectively.

Despite the robust volume growth recorded, the distribution group’s income contribution for the period
recorded a 16% YoY decline to RP485 million. The lower earnings can be attributed mainly to the under
recovery of cost of purchased power by AP’s distribution utilities in March 2009, which resulted from
the increase in the National Power Corporation’s grid rates.

Financial Services

The financial services group contributed net earnings of P899 million in the first semester, recording a
96% YoY improvement from previous year's P459 million.

Union Bank of the Philippines (UBP) ended the period with an earnings contribution of R869 million,
up by 98% YoY. An 83% YoY increase in the bank’s net income for the period, coupled with the
increase in AEV’s equity ownership to roughly 39%, led to the higher contribution.

Interest income for the period increased by 39% YoY to P6.1 billion. This was mainly attributable to a
67% YOY expansion in interest earnings on loans and receivables to R3.5 billion. UBP’s loan portfolio
recorded a 46% YoY increase, from P54.5 billion to RP79.4 billion, as efforts on accounts acquisition
were implemented in the corporate, commercial and consumer finance market segments. Interest
earnings from investments and trading securities improved by 37% YoY to P2.1 billion. Net interest
income rose by 17% YoY, from P2.7 billion to P3.2 billion, despite the 74% YoY increase in total
interest expense brought about by the bank’s higher deposit level.



Higher net trading gains led to a 108% YoY increase in the bank’s other income. Meanwhile, other
expenses only grew by 18% as UBP continued to implement cost containment and efficiency
improvements.

UBP’s asset base stood at RP218 billion as of period end, with a deposit level of P174 billion. UBP’s
capital adequacy ratio was at 11.4%, inclusive of credit, market and operational risk charges, which
remains above the industry minimum requirement of 10%.

AEV’s non-listed thrift bank, City Savings Bank (CSB), contributed earnings of P30 million during the
period in review, up 49% from the same period last year. CSB’s higher earnings contribution could be
attributed mainly to the 64% expansion in its interest income on loans. CSB ended the period in
review with a total loan book of R3.9 billion, up from R2.7 billion in the same period last year. Total
resources increased to P5.2 billion from the 2008 year-end level of P4.7 billion. CSB’s NPL ratio stood
at 1.68% while its NPL coverage ratio was at 113%. Total capital funds amounted to P605 million with
a capital adequacy ratio of 14.64%.

Transport

The 28% YoY reduction in fuel costs, coupled with the improved asset utilization and the development
of the value added supply chain and logistics business, resulted in the transport group’s strong
showing for the period in review. Income contribution for the first semester recorded a robust growth
of 1,966% YoY, from P19 million to R384 million.

ATS’ total consolidated revenue for the period was at P6.2 billion, recording a 3% YoY increase.
Improvements in its freight shipping operations and expanded value added business offset the decline
in the company’s international chartering business.

Higher average rates and the operation of its full fleet this year led to the 16% YoY increase in ATS’s
freight shipping operations. Freight capacity is being utilized by its own supply chain and value added
business, which registered a 228% YoY revenue growth to P789 million. The growth in this business
was fueled by the topline contribution of ScanAsia Overseas, Inc., a company ATS acquired in June
2008.

The decline in ATS' international chartering business led to a 19% YoY decline in the freight business’
revenue, while passage revenue (inclusive of ancillary revenues) grew by 5% to £1.6 billion. The
passage business has been successfully transformed into a low cost, high yield model with vessel
utilization at 82%, the highest in the last five years.

Food

Income contribution from AEV’s non-listed food subsidiary, Pilmico Foods Corporation, recorded a
67% YoY increase to P386 million. The flour business recorded a 14% YoY earnings reduction due to
lower average selling prices realized in the period, while lower sales volume and average selling
prices resulted in a 51% YoY drop in the swine business’ earnings. Feeds, in the meantime, recorded
a significant improvement in earnings on the back of improved margins due to higher prices, coupled
with freight cost savings resulting from the operation of the lligan feedmill.

Financial Condition

For the period ending June 30, 2009, the Company’s total assets amounted to P91.5 billion, up by
21% from year-end 2008 level. Cash and cash equivalents amounted to R7.6 billion, lower by R9.0



billion from year-end 2008 levels. Total consolidated liabilities increased by 45% to R42.2 billion, while
Equity Attributable to Equity Holders of the Parent increased by 6% to P40.2 billion. Current ratio as of
period end was at 1.2x (versus year-end 2008’s 1.9x), while net debt-to-equity ratio was at 0.5x
(versus year-end 2008’s 0.07x).

Note: This report is for information purposes only and should not be relied upon by its intended recipients for investment decisions. It is not an offer to sell or a solicitation of
an offer to buy the security of the company covered by this report. AEV makes no warrantees, implied or otherwise, as to the accuracy of the information contained herein.
Any financial figures presented are unaudited unless stated otherwise. Under no circumstances should this information or any of it be copied, reproduced or redistributed
without written permission.
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