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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-G

QUARTERLY REPORT UNDER SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17 (2) (b) THEREUNDER

1. FFor the quarterly period ended seplember 30, 2016

2. SEC identification Number AS094-002365 3. BIR Tax |dentification No.  003-868-048

9. Former name of former address, if changed since last report

10. Securities registered pursuant to Sections 8 and 12 of the SRC or Section 4 and 8 of the RSA

Title of Each Class Number of Shares of Common Stock
Qutstanding and Amount of Dbt
Cutstanding
,,,,,,,,, Common Shares (as of September 30, 2016) 1496551803 shares
Total Debt (as of September 30, 2016) R1611278339

11, Are any or all of the securities listed on & Stock Exchange?

Yos [+ ] No [ ]




If yes, stale the name of such Stock Exchange and the class/es of securities listed therein:

Philippine Stock Exchange common shares

12.  Check whether the issuer:
(a) has filed all reports required to be fiied by Section 17 of the SRC and SRC Rule 17
thereunder or Section 11 of the RSA and RSA Rule 11(a}-1 thereunder, and Sections 26 and
141 of The Corporation Code of the Phifippines during the preceding twelve (12) months or
for such shorter period that the registrant was required to file such reporl(s):
Yes [ v ] No [ ]

(b) has been subject fo such filing requirements for the past ninety (90) days.

Yes [ v ] No [ ]



PART |- FINANCIAL INFORMATION

ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS

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

a. Consolidated Statements of Financial Position — September 30, 2016 (unaudited) and December
31, 2015 (audited).

b. Consolidated Statemeants of Comprehensive Income — Three Months Ended September 30, 2016
and 2015 (unaudited).

c. Consolidated Statements of Comprehensive Income ~ Nine Months Ended September 30, 2016
and 2015 (unaudited).

d. Consolidated Statements of Changes in Stockhelders’ Equity — Nine Months Ended September 30,
2016 and 2015 (unaudited).

e. Consolidated Statements of Cash Flows — Nine Months ended September 30, 2016 and 2015
(umaudited).

£ Notes to the Consolidated Financial Stalements.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITIONS AND RESULTS OF
QOPERATIONS

Hereunder is management's discussion and analysis of the significant faclors affecting the financial

performance, financial position and cash flows of the Parent Company and Subsidiaries (coilectively

referred to as the “Group™. The discussion and analysis should be read in conjunction with the
accompanying interim consolidated financial statements and the notes therelo as well as the schedules

and disclosures set forth elsewhere in this report.
Financial Conditions and Resuits of Operations
Results of Operations

Three Months Ended September 30, 2016 and 2015

The Group's July-September 2016 consolidated net income increased by 6.1% year-on-year to R450.4
million, as higher eamings from the power distribulion business segment and other income made up for
lower earnings generated from the power generation business segment and associates.

The net income contributed by the power distribution business segment increased to 219.2 mifiion in the
third quarter of 2016 from 25.4 miliion only in the same period last year due mainiy to: {i} the 8.1%
increase in the volume of electricity distributed fo customers in the third quarter of 2016 to 24,670
megawait-hours from 22,814 megawalt-hours during the same quarter last year, and (i) the
implementation of the ERC-approved maximum average price of the distiibution charge under the
Performance Based Regulation of 20.9840 per kitowalt-hour effective August 2016.
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Lower dispatch brought about by maintenance outage of some of the Group’s generaling units, coupled
with lower spot market prices in September 2016, dragged down the gross margin (the difference
hetween revenue and plant operating expensas) of the power generation husiness segment to 2187.2
million in the third quarter of 2016 from 2120.1 millicn in the same period last year. The dip in the spot
market prices in September 2016 was allributed to confluence of increase supply due fo higher
availability of other competing generating units and lower demand due to generally colder iemperature.

The overall equity share from the earnings of associates likewise fell 8.3% to P265:4 million in the July-
September 2016 period from P289.3 million in the same pericd last year due mainly to the scheduled
maintenance outage of one 100-MW generating unit of KSPC and higher cperating expenses of MECO.

Consolidated revenues grew only hy 1.3% year-on-year to P730.7 million in the third quarter of 2016 from
2721.2 milliors in the same period last year. The increase was net of reduction in revenues coming from
the power generation business unit.

Consolidaled cost of services decreased only slightly by 1.1% to B516.9 million in the third quarler of
2016 from P522.6 million in the same period last year. The substantial decrease in the volume and cost
of fuel used and lower depreciation and amertizations were partly offset by increase in purchased power
distributed 1o customers (both in volume and cost) as well as higher usage of maintenance spares,

materials and supplies.

As revenues grew faster than cost of services, consolidated gross margin (the difference between
revenuas and cost of services) increased by 7.6% lo #213.7 million during the July-September 2016
pericd from P198.6 million in the same pericd last year,

Consolidated general and administrative expenses decreased by 16.8% to R31.4 milion in July —
September 2016 from R37.8 million in the same period last year. The decrease was due mainly lo lower
expenses for business developmeant and taxes and licenses.

Nine Months Ended September 30, 2016 and 2015

Consolidated net income jumped by 29.7% to P1.48 billion in the first nine months of 2016, buoyed hy
strong performance from the investee companies and sustained margins from the power generation and
distribution business segments.

The investee companies continued fo give the biggest income conlibution for the Group during the
period, accounting for 65.2% of the tolal comprehensive income. The power generation and power
distribution business segments contributed 31.4% and 3.3%, respactively.

Total equily share in the eamnings of associates declined in the third quarter of 2016 due mainly to a
generating unit that was under scheduled maintenance and higher operating expenses. However, the
nine-month share was still up by 23.8% fo R2861.8 million in 2016 from R696.3 in the same period last
year. Higher operating expenses were more than offsel by higher revenues generated from customers
under hilateral contracts, lower financing charges and lower net foreign exchange losses due to

diminished balance of dollar-denominated obfigations.

The nine-menth net income conlribution from the power generation business also remained high at
B165.6 million in 2016 which was 27.8% higher compared o the P129.6 miliicn contribution in the same
nine-month period last year. This was attributed mainly to higher average availability of generating units
and the additional income generated from new ancillary service contract started in the last quarter of

2015.
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The net income contributed by the distribution business segment increased to F48.5 million in the first
nine months of 2016 from 238.6 million only in the same period last year due mainiy to: (i) the 11.2%
increase in the volume of electricity distributed to customers in the first nine months of 2016 to 85,791
megawalt-hours from 77,181 megawalt-hours in the same nine-month span in 2015, and (i) the
implementation of the ERC-approved maximum average price of the distribution charge under the
Performance Based Regulation of 20.9840 per kilowatt-hour effective August 20%6.

The consolidated comprehensive income attiibutable to equity holders of the Parent Company translated
to R0.97 in earmnings per share compared to 0.75 in the same period last year (see Note 3).

The performance likewise translaled {o a retum on equity of 17.29% in the first nine months of 2016
versus 15.84% in the same petiod last year.

Consolidated revenues across all segments grew 14.6% year-on-year to #22,301.5 million in the first nine
menths of 2016. The higher average demand for electricily and ancillary services hoosted top-fiine growth

during the period.

Consolidated cost of services, which covered the bulk of the Group's total operating expenses, went up
by 4.0% to R1,534.2 million in the first nine months of 2016 from R1,475.7 million in the same petiod last
year. Accounting for a major part of the increase were: (i) higher volume and cost of purchased power
distributed to customers; (i) higher usage of maintenance spares, materials and supplies; and (jii} higher
personnel casts. These increases in costs were parlly offset by lower fuel cost, depreciation and
amortizalion.

As revenues grew faster than cost of scrvices, consolidaled gross margin (the difference between
revenues and cost of services) increased by 44.2% to £767.3 million in the first nine months of 2016 from
R532.0 million in the same nine-month period of 2315,

Consolidated general and administrative expenses substantially went up by 7.4% lo 2146.7 million in the
first nine months of 2016 from 2126.6 million in the same period last year. This was due mainly to higher

expenses for business development, professional fees and personnel.

Financial Condition

September 30, 2016 Vs, December 31, 2015

As al end-September 20186, total consolidated assets grew by 12.1% fo R10,664.9 million from the last
audited balance of 29,515.2 million as at end-December 2015. The growth was attributed mainly to the
continued growth in the carrying value of investment in associates, acquisition of SPC Power Barge 104
on June 30, 2016 (see Note 12}, and increase in cash and cash equivalents,

Consolidated liabilities also went up, but at a much slower pace, by 9.3% to 21, 611.3 million as at end-
September 2016 from 21,474.3 million as at end-December 2015, This was altiibuled mainly to the
increase in the balance of current liabiliies more particularly on trade and other payables, due to PSALM,
and income tax payable.

Total stockholders' equity stoad at 29,053.6 million as at end-September 2016 from £8,340.9 million as
at end-December 2015, The 12.6% growth came from the total comprehensive income in the first nine

months of 2018 amounting 1o R1,012.7 million, net of cash dividends declared amounting to P465.2
millicn. Book value per share grew to P6.05 as at end-September 2016 from R5.37 at the beginning of

the year.
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Further details of significant itlems that contributed to the changes in assets, liabilities and stockholders'
equity are discussad below.

Details of changes in the balance of cash and cash equivalents are discussed in the section for Cash
Flows, below,

Trade and other receivables decreased by 35.8% to R343.2 million as af end-September 2016 from
P534.6 million as at end-Decembar 2015, This was due mainly to the collection of long outstanding
receivables by SMPC and SIPC. It was also refleclive of high coliection efficiency during the nine months

ended September 30, 2016.

Materials and supplies inventory increased by 11.7% to P318.6 million as at end-Septernber 2016 from
P285.1 million at the beginning of the quarter. The increase was traced te spare parls and supplies in-
transit for the rehabilitation of SPC PB 104 as well as the higher cost of fuel inventory purchased in
September 2016.

Prepayments and other current assets rose by 27.4% to P41.7 million as at end-September 2016 from
232.7 millien at the beginning of the year due mainly to input tax paid on the acquisition of Power Barge
104 (see Note 12) and carry-over of unused input tax from other purchases for offsetling against future
output tax.

Investment in associates continued to increase by 14.9% fo B5,781.0 million as at end-September 2016
from R5,030.1 million as at end-December 2015. The increase reflected fresh equity. share in the net
sarnings of KSPC and MECO ameunting to 2964.3 million less dividends declared by KSPC and MECO
amounting to 2213.3 million.

The contralling balance cf property, plant and equipment remains about the same at around 2448 million
as at end-September 2016 and end-December 2015, Total new additions amounting to 264.8 million was
negated by depreciation and dispesal of assets in the nine months ending September 30, 2016.

As at end-September, total other noncurrent assets increased by 18.6% (o £1,394.0 million from
B4 175.4 million at the beginning of the year due mainly to the acquisition of SPC Power Barge 104. The
halance of this account is inclusive of the R1,143.2 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 Nole 12 of
the interim consolidated financial statements.

Trade and other payables increased by 10.4% to R427.1 million as at end-September 2016 from R386.7
million at the beginning of the year. The increase was traced mainly to the following: (i) Unpaid purchases
of spares, materials and supplies intended for the rehabilitation of SPC PB 104, and (i) unpaid fuel
purchases {for power generation) as of September 30, 2016 with higher prices compared to prevailing
prices as of December 31, 2015.

Due to NPC/PSALM increased by 51.4% fo P253.5 million as at end-September 2016 from P167 .4 million
at the beginning of the year. The increase was due to additional consumption of NPPC inventories (HFO,
LFO and Coal) which were acquired as a consequence of the Asset Purchase Agreement (APA)
executed hetween the Parent Company and PSALM for the acquisition of NPPC (see Note 12).

Current portion of long-term debt increased by 54.9% to R160.7 million as at end-September 2016 from
2103.8 millicn as at end-December 2015 due fo the reclassification of a portion of long-term debt which: is

clue for payment within one year.
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[ncome tax payable increased by 29.5% to P43.9 million as at end-September 2016 from 233.9 million as
at end-December 2015, The increase was due higher taxable income in the third qualer of 2016 (income
tax is payable in November 2018) as compared {o the Tourth quarter of 2015 (income lax was paid in April
15, 20186).

Long-term debt — net of current portion decreased by 12.5% to B503.7 million as at end-September 2016
from R575.4 million as at end-December 2015 due te: {i) reclassification of portion payable within one
year into current liabilities, and (i) periodic amortization of loan principal.

Customers’ deposits increased by 8.2% to P97.8 million as at end-September 2016 from R90.4 million as
at end-December 2015 due to additional material deposits for cost of transformers and poles paid by

large-load consumers for power connections,

Asset retirement obligation rose by 4.0% to R110.9 million as at end-September 2016 from 2106.6 million
as at end-December 2015 due to accretion of the originai discounted retirement obligation.

Unappropriated retained eamings increased by 21.0% to #25,768.6 million from P4,765.8 miliion at the
beginning of the year. The net increase is reflective of the comprehensive income attribulable (o equity
holders of the Parent Company in the first nine months of 2016 amounting to B1,451.7 million, reduce
by cash dividends amounting fo R449.0 million that was declared by the Parent Company's Board of

Directors on March 30, 2016,

Cash Flows

Cash and cash equivalents and short-term investments increased by 16.8% to P2,266.2 million as at
September 30, 2016 from P1,940.5 million at the beginning of the year. The lotal of net cash flows
generated from operating activiies exceeded the net cash flows used for investing and financing

activities.

The maijor source of additional cash and cash equivalen(s was from the Group's operating activities. In
the nine months ended September 30, 2016, cash inflows generated from operaling activities amounted
to P866.6 million, substantially higher compared to the R425.4 millicn generated in the same period last
year. The increase in cash flows generated from operating aclivities was largely on account of higher
cash profit and improved efficiency in the collection of receivables.

Net cash flows generated from {used in) investing activities in the first nine months of 2016 consist of the
following major items : (i} receipt of cash dividends amounting to B213.4 million from investee
companies ; (ii) acquisitionof Power Barge 104 amounting to P218.9 million (see Note 12) and additions
to other properly, plant and equipment amounting to 264.8 million.

Net cash flows used for financing activities in the first nine rﬁonths of 2016 pertained to payment of cash
dividends and loan principal amortization amounting {o 2461.9 millien and R15.4 million, respectively,
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Key Performance Indicators

The following financial indicators are used, among others, to evaluate the performance of the Parent
Company and its Subsidiaries as of September 30, 2016 and December 31, 2015 and for the nine

months ended September 30, 2016 and 2015:

2015

Key Performance Indicalors 2016

A. For Nine Months Ended September 30, 2016 and 2015:

Earnings Per Share 0.97 0.75

Share In Net Earnings of Associates BOG4, 270,478 | R843,729,701

Return on Equity 17.29% 15.84%

Return on Assels 13.86% 1.82%

Cash Flows:

Net cash flows generated from operaling activities P866,641,937 | R425,414,570

Net cash flows generated from (used in) investing (P70,652,169) | P156,234,026
activities T o
Net cash flows used in financing activilies (P477,354,000) | (R348,493,404)

B. As of September 30, 2016 and Dec. 31, 2015:

P2,266,152,21 | #1,840,459,83

Balance of cash and cash equivalents at end of period 7 7
Current ratio 3.35 4.04
Debt ratio 0.15 0.16
Debt-to-equity ratio 0.178 0.183

6.62 6.45

Solveney ratio

Farnings Per Share

EPS is a measure of profitability representing net income attributable to equity holders divided by
the weighted average number of shares outstanding as of the end of the period.

Share in Net Earnings of Associates

This indicates profitabifity of the investments and investees’ conliibution to the Group's net income. It is
determined by multiplying the associate's net income by the inveslor's percentage of ownership, less
goodwill impairment cost, if any. Goodwilis the difference between the acquisition cost of the investment
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and the investors share in the value of the net identifisbls assefs of the invesies at the date of
acquisition.
Return on Equity

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

Return on Asseis

Return on Assets = Total comprehensive income divided by tolal assets. This ratio measures the ability of
the Group's management 1o realize an adequate retum on the total resources employed for the business.
A high percentage rate indicates how the Group is well run and has a healthy return on assets employed.
Cash Flows

The Group uses the Statements of Cash Flows to determine the sources and application of funds for the
period and to analyze and evaluate how the sources and uses of capital are being managed.

Current Ratio

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

Debt Ratio

Debt ratio = total liabilities divided by fotal tangible assets. The ratic indicales the degree of protection
provided for the Group's creditors. A high ratio generally indicates grealer risk being assumed by
creditors, On the other hand, a low ratio indicates greater long-lerm financial safety.

Debt-to-Equity Ratio

Debt-to-equity ratio = total liabilities dividad by total equity. The ratio indicates how leveraged the Group
is. It compares the resources previded by creditors against the rescurces provided by the stockholders in
running the business of the Group.

Solvency Ratio

Solvency Ratio = total Assels divided by total liabilities. This ratio provides another measurement of how
likely the Group will be able to continue meeting its debt abligation. The higher the rafio, the greater the
Company's abilily to continue meeting its deht obligations.

Any Significant Elements of income or Loss from Continuing Operalions

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

Material Off-Balance Sheet Hems
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There are no material off-balance sheet transactions, arangements, 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 September 30, 2016, there are no material commitment for capital expenditures other than the
rehabiitation of SPC Power Barge 104 (see Note 12) and in the ordinary course of business tc improve
power generation and distribution faciliies. Funding comes from internally generated cash from
operations.

Known Trends

Except as already discussed herein and in the notes to the consolidated financial statements,
management is not aware of any other trend, event or uncertainty to have had or that are reasonably
expected to have a material favorable or unfaverable impact on net sales/revenues/income from
continuing operations. Management is likewise not aware of any cther event that will trigger direct or
contingent financial obligation that is material to the Group, including any default or acceleration af an
ohligation. _
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SIGNATURES

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

3PC POWER CORPORATION
[ssuer

By:
/ / gfi@m
REYN E C. DEL ROSARIO ALFREDO 8, BALLESTEROS
Chidf Financial Officer . SVP for Finance af_m’ Administration
Date; November 11, 2016 Date: November 11, 2016

Page 9 of 9



SPC POWER CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

{Amounts in Philippine Pesos)

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 (Note 12)

Total Current Assets

Noncurrent Assets
Investment in associates
Property, plant and equipment - net
Deferred income tax assets

Goodwilt
Other noncurrent assets - net (Note 12)

Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES & STOCKHOLDERS' EQUITY

Current Liabilities
Trade and other payables
Dividends payable
Due to NPC/PSALM
Current portion of long-termn debt
Due to related parties
Income tax payable
Dividends payable

Total current liabilities
Noncurrent Liabilities
Long-term debt - net of current poition
Customers' deposits
Asset retirement obligation
Pension liability
Total noncurrent liabilities

Total Liabilities

(Forward})

Sept. 30, 2016

Dec. 31, 2015

Incr. { {Decr.)

{(Unaudited)

{Audited)

Amount Percent

2,266,152,217

1,940,459,937

325,692,280 16.8%

343,188,633 534,577,971 {191,389,338)  -35.8%
2,672,139 2,089,302 582,747 27.8%
1,486,341 1,406,811 79,630 5.7%

318,563,299 285,080,853 33,482,446 11.7%

41,677,288 32,705,038 8,971,450 27.4%

2,973,740,017

2,796,320,902

177,419,115 6.3%

5,780,093,031
448,189,286
35,506,109
32,522,016
1,393,954,656

5,030,082,432
447,544,906
33,258,237
32,522,016
1,175,438,977

750,910,599 14.9%

644,380 0.1%
2,247 872 6.8%
0 0.0%

218,515,679 18.6%

7,691,165,098

6,718,846,568

972,318,530 14.5%

10,664,905,115

9,515,167,470

1,149,737,645 12.1%

427,086,402 386,702,303 40,384,009 10.4%
0 1,290 (1,290) 100%
253,486,901 167,425,320 86,061,581 51.4%
160,695,989 103,760,265 56,935,724 54.9%
{127,282) 63,270 (190,552)  -301.2%
43,881,105 33,885,039 9,996,066 29.5%
3,262,124 1,290 3,260,834 252778%
888,285,239 691,838,867 196,446,372 28.4%
503,673,675 575,436,669 (71,762,994)  12.5%
97,801,449 90,405,145 7,396,304 8.2%
110,879,743 106,607,414 4,272,329 4.0%
10,638,233 9,981,652 656,581 6.6%
722,993,100 782,430,880 {59,437,780) 7.6%
1,474,269,747 137,008,592 9.3%

1,611,278,339




SPC POWER CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

{Amounis in Philippine Pesos)

Stockholders' Equity
Capital stock - P1 par value
Authorized - 2,000,000,000 shares
Issued ~ 1,569,491,900 shares
Additional paid-in capital
Treasury stock at cost - 72,940,097 shares
Retained earnings:
Appropriated
Unappropriated
Other component of equity:
Met unrealized valuation losses
on available for sale investment
Share in OCl of associates
Remeasurement of employee benefits
Equity attributable to equity holders of Parent
Equity attributable to Non-controlling Interasts

Total Stockholders' Equity

TOTAL LIABILITIES and EQUITY

Sept. 30, 2016

Dec. 31, 2015

Incr. / (Decr.)

{Unaudited) (Audited) Amount Percent
1,5669,491,900 1,569,491,900 0 0%
86,810,752 86,810,752 0 0%
(131,008,174) {131,008,174) 0 -0%
1,250,000,000 1,250,000,000 1] 0%
5,768,577,085 4,765,808,415 1,002,768,670 21.0%
(350,000} (350,000} 0 -0.0%
{552,266) (652,266} 0 0.0%

99,615 99,615

8,543,068,912 7,540,300,242 4,002,768,670 13.3%
510,557,864 500,597,481 9,960,383 2.0%
9,053,626,776 8,040,897,723 1,012,729,053 12.6%
10,664,905,116 9,515,167,470 1,149,737,645 12.1%

See accompanying Notes fo Consolidated Financial Statements.

te C. del Rosario
Chief Financial Officer

oo

S. Ballesteros
Senior Vice President - Finance and Adminisiration



SPC POWER CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

{(Amounts In Philippine Pesos)

REVENUE

COST OF SERVICES
Plant operations

CONTRIBUTION MARGIN

GENERAL AND ADM. EXPENSES

INTEREST INCOME

INTEREST EXPENSE

FOREIGN EXCHANGE LOSSES - NET

OTHER INCOME (CHARGES):
Equity in net earnings of associates

VAT income
Service income

Gain on disposal of asseis

Others - net

INCOME BEFORE INCOME TAX

PROVISION FORKBENEFIT FROM) INCOME TAX

Current
Deferred

NET INCOME

OTHER COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE INCOME

ATTRIBUTABLE TO:

Equity holders of the Parent

Non-controlling interests

EARNINGS PER SHARE:

Three Months Ended Sept. 30

Increase / (Dectease)

Basic/diluted, for income for the period

attributable to equity holders of the Parent

See accompanying Notes to Consolidated Financial Statements.

Reynafe C. del Rosaric
Chjéf Financial Office

pas

2018 2015
Unaudited) Unaudited) Amount Petcent
730,692,581 724,201,597 9,490,984 1.3%
516,947,069 522,611,586 {5,664,517) -1.1%
213,745,512 198,590,011 15,155,501 7.6%
(31,393,608) (37,752,400) 6,358,792 -16.8%
5,617,398 4,326,328 1,291,070 29.8%
{8,441,332) (12,791,298) 4,349,966 -34.0%
7,683,633 (345,123) 8,028,656  -2326.2%
265,442,981 289,347,446 {23,904,465) -8.3%
1,757,795 0 . 1,757,785 100.0%
36,365,906 14,546,366 21,819,540 150.0%
309,223 0 309,223 -100.0%
4,584,837 8,667,072 (4,082,235) A7 1%
495,672,245 464, 588,402 31,083,843 8.7%
45,291,565 40,801,083 5,490,482 13.5%
{985,386) (644,670} {340,7186) 52.9%
45,306,179 40,156,413 5,149,768 12.8%
450,366,066 424,431,989 25,934,077 6.1%
0 0 0 0.0%
450,366,066 424,431,989 25,934,077 6.1%
441,134,982 421,985,917 19,149,065 4.5%
9,231,084 2,446,072 6,785,012 277.4%
450,366,066 424 431,989 25,934,077 6.1%
0.29 0.28 0.0 4.5%
fr
Alfredo’S. Ballesteros

Corporate Secretary/Information Officer
Senicr Vice President



SPC POWER CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

{Amounts In Philippine Pesos)

REVENUE

COST OF SERVICES
Planf operations

CONTRIBUTION MARGIN
GENFERAL AND ADM. EXPENSES
INTEREST INCOME
INTEREST EXPENSE
FOREIGN EXCHANGE GAINS {LOSSES) - Net
OTHER INCOME (CHARGES):
Equity in net earnings of associates
VAT income
Service income
Gain (loss) on disposal of assets
Others - net
INCOME BEFORE INCOME TAX
PROVISION FOR/(BENEFIT FROM) INCOME TAX

Current
Deferred

NET INCOME

OTHER COMPREHENSIVE INCOME
TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO:

Equity holders of the Parent
Non-controlling interests

EARNINGS PER SHARE (Note 3):

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

Nine Months Ended Sept. 30

Increase / (Decrease)

2016 2015

Unaudited) Unaudited) Amount Percent
2,301,5643,376 2,007,689,827 293,853,549 14.6%
1,634,199,903 1,475,673,471 58,526,432 4.0%
767,343,473 532,016,356 235,327,117 44.2%
(146,737,799) {136,640,828) {10,096,971) 7 4%
18,139,384 8,394,875 9,744,509 116.1%
(24,747 ,680) (32,658,267) 7,910,587 -24.2%
6,105,083 (858,205) 6,963,288 -811.4%
964,270,478 843,729,701 120,540,777 14.3%
1,757,795 0 1,757,795 160.0%
36,365,906 14,546,366 21,819,540 150.0%
377,733 (3,113) 380,851 -12215%
227,293 16,001,807 {18,774,604) -98.8%
1,623,101,666 1,247,628,777 375,572,889 30.1%
147,442,943 110,200,304 37,242,639 33.8%
(2,247,872) (2,055,182) - (192,680) 9.4%
145,195,071 108,145,122 37,049,949 34.3%
1,477,806,595 1,139,383,655 338,622,940 29.7%
0 0 0 0.0%
1,477,906,595 1,139,363,655 338,522,940 29.7%
1,451,734,207 1,122,607,746 329,126,461 29.3%
26,172,388 16,775,909 9,396,479 56.0%
1,477,906,595 1,139,383,655 338,522,940 29.7%
0.97 0.75 0.22 29.3%

See acrompanying Notes to Consolidated Financial Stafements.

. tlel Rosario
Financial Officer

s

h o>

Alfredd S. Ballesteros

SVP - Finance and Administration
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SPC POWER CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES

income before income tax

Adjustments for:
Depreciation and amortizations
Unrealized foreign exchange losses (gains) - net
l.oss (gain) on disposal of assets
Equity in net earnings of associates
Interest expense
Interest income
Pension expense

Operating income before working capital change
Decrease (increase) in: :
Trade and other receivables
Due from NPC/PSALM
Due from related parties
Prepayments and other current assets
Materials and supplies
Increase (decrease} in:
Trade and other payables
Due to NPC/PSALM
Due to related parties
Customers' deposits

Net cash generated from operations
Income tax paid
_ Interest paid
Interest received
Contributions to the pension plan

Net cash flows from opetating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Cash dividends received
Additions to plant, property and equipment
Additional investment in subsidiary
Decrease (increase} in:
Other noncutrent assets
Net cash provided by (used in} investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payment of short-term debt
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 CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEG. OF PERIOD

CASH AND CASH EQUIVALENTS AT END OF PERIOD

See accompanying Notes to Financial Statements.

te C. del Rosario
Clfief Financial Offi’o@r

AL

Nine Months Ended Sept. 30

2016
(Unaudited)

2015
{(Unaudited)

1,623,101,666

1,247,528,777

60,143,747 104,099,536
820,203 1,072,366
(377,733) 3,118
(964,270,478) (843,729,701)
24,747,680 32,658,267
(18,139,384) (8,394,875}
1,768,662 2,238,109
727,794,363 535,475,507
191,389,338 (86,645,763)
(582,747) 0
(79,530) 10,815,614

(8,971,450) (13,268 ,465)
(33,482,446) 10,539,301
38,176,190 128,250,255
86,061,581 (35,069,046)
{190,552) (7,421,906)
. 7,306,304 8,506,280

1,007,511,051
(137,446,877)
(20,449,540)

551,180,976
(109,020,202)
(23,749,853

18,139,384 8,394,875
(1,112,081) {1,391,226)
866,641,937 425,414 570
213,359,877 310,429,954
(64,757,898) (128,006,124)
0 (249,395)
(219,254,148) (25,849,809)
{70,652,169) 156,234,026

0
(15,437,289)
(461,916,711)

(180,000,000}
(14,978,225)
(153,515,179)

(477,354,000}

{348,493,404)

7,056,512

965,873

325,692,280

1,940,459,937

234,121,065
1,315,765,500

2,266,152,217

1,549,886,565

Alfredo S. Ballesteros
SVP - Finance and Administration



SPC POWER CORPORATION AND SUBSIDIARIES
SELECTED NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

1. General

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

Nalure of Business Direct Indiract Tolal
SPC Island Power Corporalion Power generation 10C.00% - 100.00%
Cebu Naga Power Corporation Power generalion 100.00% - 100.00%
SPC Malaya Power Corporalion Powsr genaration 40.00% 38.40% 78.40%
SPC Light Company, Inc. Holding company 40.00% 24.00% 64.00%
Bchol Light Company, Ing. Power distribution 39.80% 13.76% 53.66%
SPC Eleciric Company, Ing. Helding company 40.00% - 40.00%

2. Accounting Policies

The Group's consolidated interim financial stalements have been prepared in compliance with Philippine
Financial Reporting Standards (PFRS). Measurements are on historical cost basis, except for available-
for-sale (AFS) investments which have been measured at fair value, and are presented in Philippine
Peso, the Group's functional and presentation currancy.

The accounting policies adopted in the preparation of the interim financial statements are the same as
those mentioned in the audited financiat statements for the year 2075.

2. [Earnings Per Share

The following présents information necessary to calculate eamings per share attributable fo equity
holders of the Parent Company:

Nine Months Ended September 30

2016 2015
Net income atiributable to equity holders of the
parent B1,461,734,207 1,122,607,746
Weighted average number of common shares
issued and outstanding 1,496,551,803 1,498,551,803
Basic/Diluted earnings per share B0.97 F0.75

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

Number of shares issued 1,568,491,900
Less weighted average number of freasury shares 72,940,097
1,496,551,803

There are no dilutive potential co.mmon stocks issued as of Seplember 30, 2016,



4.

Seasonal Aspecis

The group does not have any seasonal aspect thal has a material effect on its financial condition and
resuits of operations.

Nature and Amount of ltems Affecting Assets, Liabilities, Equity, Net Income, or Cash Flows That
Are Unusual Because of Their Nalure, Size or Incidence,

Aside from whal are already disclosed in the management's discussion and anaiysis of financiaf
condition and results of operations, there are no other assets, liabilities, equity, net income or cash flows
that are unusual because of their nature, size or incidence.

Nature and Amount of Changes in Estimates of Amounts Reported in Prior Interim Periods of the
Current Financial Year or Changes in Estimates of Amounis Reported in Prior Financial Years, if
Those Changes Have a Materfal Effect in the Current Interim Period.

There are no changes in estimates of amounts in the nine months ended September 30, 2016.

Issuances, Repurchases & Repayments of Debts & Equity Securifies.

There are no issuances, repurchases and repayments of debt and equity securities during the nine
months ended Septembar 30, 2016.

Segment Information

For management purposes, the Group is organized into business units hased on their products and

services provided as foliows:

e Generation - generation and supply of power and ancillary services o NPC/PSALM, NGCP,
distribution utiliies, WESM and other customers.

e Distribution - distribution and sale of electricity to the end-users.

o Others - includes {he operations of SECI and SLC! such as (o manage, operate and invest in power
generating plants and related facllities.

The operating segments are consistent with those reporled to the BOD, the Group's Chief Operating
Dacision 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 the operating results of its business units separately for the purpose of making
decisions about resource aliocation and performance assessment. Segment performance is evaluated
hased on operating profit or loss in the consolidated financial statements.

No inter-segment revenues were eamed within the Group in the nine months ended September 30,
2016 and 2015.



The following tables present revenue and income information and certain asset and liability
information regarding the business segments as of September 30, 2016 and 2015:

Seplember 30, 2016

Before Eliminaticns

Adjustments and

After
Efiminations/

Generation Distribution Others Total Eliminallons Consoligated

Revenue 1,597,030,208 P704,513,160 R~ P2,301,543,376 R-  P2,301,543,376

Income hefore income tax 026,069,603 62,439,691 4,469,677 897,979,061 725,122,605  1,622,101,666

Net income 693,531,444 18,452,979 10,799,567 752,783,990 725,122,605 1,477,906,593

Total assels 7,475,939,693 477,274,538 134,308,805 8,087,613,036 2,577,2902,079  10,664,905,115

Properly, plant and equipment 297,442,108 150,747,008 - 445,189,286 - 448,189,286

Total liahilities 1,433,207,145 240,631,471 23,796 1,682,062,412 (¥0,784,073) 1,611,278,339

Depreciation and amorlization 46,054,936 14,080,756 - 60,143,749 - 60,143,749
Seplember 30, 2015

‘ Afler

Before Eliminations Adjustments and Eliminations!

Generation Distribution Others Total Eliminations Consglidaled

Revenus R1,436,048,463 R571,641,364 R-  R2,007,689,827 B—  PR2,007,6689,827

Income hefore income tax 659,071,163 54,959,434 198,432 714,229,029 h33,200,748  1,247,528,777

Net income 567,301,589 36,583,866 198,432 606,083,907 533,299,748 1,139,383,655

Tolal assets 7, 117,459,900 463,477 474 75,158,653 7,656,096,036 1,902,357,887 9,638,453,923

Properly, piant and equiment 369,491,364 141,491,444 - 830,962 608 - 830,962,608

Total llalilities 1,757 038,386 203,682,103 15,638 1,860,736,627 {8,044 833) 1,952 691,794

89,525,389 14,574,147 - 104,009,538 - 104,099,536

Depraciation and amortization

Adjustments and Eliminations

Adjustments and eliminations are part of detailed reconciliations presented below:

Raconciliation of Net income

Nine Mos. Ended September 30

2016 2015

Segment net income 1513,636,117 £606,083,908
Equity in net earnings of associales 964,270,478 843,729,701
Dividend income - (310,429,954)
Group net income P1,477,906,595 B1,139,383 655

Reconciliation of Total Assels

Sept 30, 2016

Dec. 31, 2015

Segment assets P8,087,613,036  PE,039,506,479

Inter-segment receivables (74,155,028) {424,965 518)

' investments in associates and subsidiaries 2,018,925,091 1,868,014,493

Goodwill 32,522,016 22,522,016

Group assets £10,664,205,115  R9Y,515,167,470

Reconclliation of Tofal Liabiiities

Sept 30, 2016 Dec. 31, 2015

Segment liabilities [21,602,062,357  F1,895,864,307
Inter-segment payables (70,784,018) {421,594,560)

Group liabililies

R1,611,276,339

R1,474,269,747




4

Effect of Changes in the Composition of the Issuer During the Interim Period, [nciuding

9.
Business Combinations, Acquisition or Disposal of Subsidiaries & Long-term Invesiments,
Resfructurings, and Discontinuing Operations.
Thete are no changes in the composition of the registrant during the interim period.

10. Changes in Contingent Liabilities or Contingent Assets Since the Last Annual Balance Sheet
Date.
There are no changes in coutingent liabilities or contingent assets since the last annual balance sheet
data. '

11. Financial Risk Management and Policies

The Group's principal financial instruments comprise of long-term debt and cash and cash equivalents.
The Group has various other financial assets and liabilities such as trade and other receivables, trade
and other payables, due fromilue to NPC/PSALM, due from/due to related paities and customers’

deposits, which arise directly from its operations.

The main risks arising from the Group'’s financial instruments are interest rate risk, liguidity risk, foreign
currency risk, credit risk and equity price risk.

The Group’s senior management cversees the management of these risks. The Group's senior

management ensures that the Group's financial risk-faking activities are governed by appropriate
policies and procedures and that financial risks are identified, 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
helow.

Inferest Rate Risk

Interast rate risk is the risk that the fair value or fulure cash flows of a financial instrument wil! fluctuate
because of changes in market interest rates. The Group's exposure to risk of changes in market
interest rates relates primarily fo the Group’s long-term debt obligations with floating interest rates.

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

The following table sets out the maturity profile and the interest rate of the Group’s financial liabilities
{hat are exposed to interest rate risk:

Peso

Parent Company Interest rafes Term Total Equivalent
Long-term debt:
Foreign currency denominated debt

2016 : 3.19% 2T yoars LJ8§335,083 R16,251,542

2015 3.19% 2-7 years US$670,167 R31,638,043
Phitippine Peso currency denominated debt

2016 4.01% 2T years RG50,000,000

2015 4.01% 2-7 years BG50,000,000



The following table demonstrales the sensitivity to a reasonably possible change in interest rales, with
all other variables held constant, of the Group’s income before income tax (through the impact on
variable rate borrowings). There is no other impact on the Group's equity cther than those already

affecting the profit and loss.

Increase (decrease) Effect on income
in hasis points before income fax
2016 +500 (R64G,668)
-500 646,568
2015 +500 (R579,717)
-500 579,717
Liguidity Risk

Liquidity risk is the potential of not meeting obligations as they come due because of an inability to
liquidate assets or obtain adequate funding. The Group's objective is fo 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 meet maturing obligations and pay dividend declarations.

The tables below summarize the maturity profile of the Group's financial assels and liabililies at

September 30, 2018 and December 31, 2015 based on contractual undisceunted payments:

September 30, 2010

fto 30 31 to 6 G110 90 Qver
- Total Current Days Days Days 90 Bays
Financial Assels
Loans and recefvables:
Cagh and cash equivalents F2,206,152,217 F2,206,162,17 R~ P - R
Trade and olher recelvables:
NFC - - - - - -
Receivable from customers 329,910,041 179,260,924 63,004,135 13,433,829 10,260,744 33,050,409
Cthers 26,700,893 2,073,178 303,185 131,400 106,028 24,016,104
356,019,934 151,334,102 63,387,320 13,565,220 10,366,770 57,966,573
Due from NPC/PSALM 2,672,139 - - - 1,487,011 1,175,128
Due from related parlies 1,406,341 40,170 17,411 609,306 55,827 - 663,033
Noncurrent recsivable (included in
"Other noncurrent assels”) 1,143,240,060 - — - - 1,143,240,000
3,770,170,431 2,447,527,089 63,504,731 14,174,520 41,815,608 1,203,044,674
AFS:
Chinled aquily ssourily 1,300,000 1,300,000 - - - -
3,771,470,631 2,448,827,089 63,504,731 14,174,520 41,919,608 1,203,044,674
Financial Liallitles
Trade and cther payables:
Trade B311,444,523 R216,134,077 R31,194,123 P22,40%,386 129,045,760 12,660,577
Acoiued expenses 37,355,661 4,936,754 4,042,638 2,019,435 1,602,607 24,754,177
Non-lrade 23,407,871 11,622,675 155,529 167,107 4,838,648 6,623,911
372,208,055 232,683,506 35,392,890 24,595,978 35,487,016 44,038,665
Dividends payable - - - - - -
Due to NPC/PSALM 253,486,901 17,790,520 21,436,418 1,008,555 11,310,590 201,840,518
Dus to related parfies {127,282) {4,600} {10,308) (4,500} {10,015) (97,208)
Long-lerm dabt 604,369,604 - - - - 664,369,664
Customers’ deposlls 07,801,448 3,095,670 1,000,031 412,735 621,013 92,672,000
1,387,738,787 253,575,096 . 57,818,470 206,012,708 47,408,904 1,002,923,549
Net Financial Assets {Liabililies) A2 383,731,044 R2,105,251,993 B5,686,261 {P11,830,239) (R5,419,296) 200,121,125




Decamber 31, 2015

11030 311060 61 o 90 Over
Total Current Days Days Days 80 Days
Financial Assets
Loans and recelvables:
Cash ang cash equivalsnls 21,940,454 937 P1,940,459,937 - B- B~ R
Trade and olher recsivables:
NPC 42,753,130 42,753,130 - - - -
Recelvable from cuslomers 421,882,840 312,641,135 23,345,818 14,298,919 18,900,000 52,416,967
Olhars 13,373,300 58,900,198 5,830,555 16,152,015 143,300 1,347,232
548,000,270 414,484,463 36,176,374 30,450,834 19,123,300 53,764,199
Due lrom NPCAPSALM 2,089,392 - - 2,089,392 - -
Due from relalad parlies 1,406,811 312,686 40,416 1,063,708 -
Noncurrent recsivable {includad in
"Other nencurrent assets”) 1,143,240,000 - - - - 1,143,240,000
. 3,635,205,410 2,355,267,086 30,218,750 33,594,035 19,123,300 1,197,004,198
AFS:
Quoted equily securily 1,300,000 1,300,000 - - - -
3,636,505,412 2,366,567,086 30,216,790 33,594,035 18,123,300 1,197,004,189
Financial Llahililies
Trade and other payahles:
Trade P262,638,554 R224 754 082 235,624,179 F338,624 Fg7.023 B 424,686
Accrued expenses 49,298,279 42,044,511 3,621,783 - - 3,631,985
Non-yade 50,284,365 47 841,293 2,443,072 - - -
362,221,238 314,639,086 41,589,034 538,624 97,023 5,056,671
Dividends payable 1,290 1,290 - - - -
Due to NPC/PSALM 167,425,320 167,426,320 - - - -
Due lo refated parlles 53,270 53,270 - - - -
i ong-tarm dehl 762,795,277 - - - - 762,795,277
Cuslomers’ deposils 90,405,145 - - - - 90,405,145
1,382,911,540 482,129,766 41,689,034 838,624 97,023 858,257,093
2Z,253,593,670 F1,874,437,320 [P11,372,244) 232,765,411 #19,026,277 R338,747,106

et Financial Assets (Liahilities)

Foreign Currency Risle

Foreign currency risk is the risk that the future cash flows of a financiaf inslrument will fluctuate because
of changes in foreign exchange rates. Fair valug foreign currency risk is the risk that the fair value cf a
financial instrument will flucluate due to changes in foreigin exchange rates.

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

The fellowing table demonstrates the sensillvity fo a reasenably possible change in the US dollar
exchange rate, with all other variables held constant, of the Group's income before income tax (due to
changes in the fair value of monetary assets and liabilities). Philippine Dealing System (PDS) closing
rates used are P48.500 and R47.060 on September 30, 2016 and Decembet 31, 2015, respectively.
There is no other impact on the Group's equity other than those already affecting the profit and loss.

Increase (decrease)

in US dollar rate

Effect on income
before income tax

2016 # (P1,864,941)
: A 1,864,941
2015 +1 P1,605,067

-1

(1,605,067)



Foreign Currency-denominated Menetary Assets and Liabilities
The foreign currency-denominated monetary assets and liabilities and their Philippine Peso equivalents

follow:
U.S. Dollar Peso Equivalent
_ Sept. 30, 2016 Dec, 31, 2015 Sept. 30, 2016 Dac. 31, 2015

Cash and cash equivaients 4,205,323 Us$3,454,080 203,958,150 7162,549,012
Trade and olher payables:

Trade {25,000 (345,437 {1,212,500) (16,256,278)

Mon-trade - - - -

Long-term debt {335,083) (670,167) (16,251,542) (31,538,043}
Net foreigh-currency-

denominated monetary :

assels US$3,845,240 15$2,438,476 7186,494,108 R114,754,601

Credit Risk
Credit risk refers to the risk that a counterparty will defaudt on is contractual obligations resulling © a

financial loss.

The Group trades only with recognized, creditworthy third parties. itis the Group's policy that all customers
who wish fo trade on credit terms are subject to credit procedures. [n addition, receivabie balances are
monitored on an ongoing basis with the result that exposure to bad debts is not significant.

Wilh respect fo credit risk arising from the financial assets of the Group, which comprise cash and cash
equivalents, frade and other recelvables, dividends receivable, due from NPC/PSALM, due from related
parties and roncurrent receivabie, the Group's exposure {o credit risk arises from defaull of the counterparty.

The Group's maximum exposure equals fo the carrying amount of the aforementioned instruments,
excluding cash on hand, and is offset by the PDIC insurance coverage and customers’ deposits. The offsel
relates 1o balances where there is a legally enforceable right of offset in the event of counterparty default
and where, as a result, there is a net exposure for credit risk management purposes. However, as there is
no intention to settle these balances on a net basis under normal circumstances, they do riot qualify for net

presentation for accounting purposes.

September 30, 2016

Maximun Exposure to
exposure Offset credit risk
Loans and receivables:

Cash and cash equivalenls {excluding cash on hand) 2,265,801,480 (P9,413,0118) P2,256,380,466
Tracle and other reveivables 370,051,234 {81,182,872) 288,068,362
Due from relaled parties 1,486,341 ~ 1,486,341
Due from NPCIPSALM 2,672,139 - 2,672,139

Noncurrant recelvable {included in "Other noncurrent
assels”) 1,143,240,000 - 1,143,24,000
3,783,251,200 (90,595,890) 3,692,655,310
AFS financial asset 1,300,000 - 1,306,000

R3,704,551,200 (P90,595,890) #3,693,955,310




December 31, 2015

Maximum Exposure lo
exposure Oilset credit risk
Loans and receivables:

Cash and cash equivalents (excluding cash on haid) 21,940,104,667 (R8,126,491) F1,931,978,176
Trade and olher receivables 534,577 971 (28,670,814) 507,907,167
Dug from related parlies 1,406,611 - 1,406,811
Gue frem NPC/PSALM 2,088,392 - 2,089,392

Noncurrent receivable (included in "Olher nonourrent
assels’) 1,143,240,000 - 1,143,240,000
3,621,418,841 {34,797 305) 3,586,521 536
AFS financlaf asset 1,300,000 - 1,300,000
R3,622,718,841 (P34,797,305) P3,587,921,538

As of September 30, 2016 and December 31, 2015, the Group's significant concentration of credit risk
pertains to its frade and other receivables and due from NPC/PSALM amounting to £371.5 million and
P536.7 million, respactively, and impaired financial assels, determined based on probability of collection, are
adequately covered with aliowance.

The fellowing tables set out the aging analysis of the Group’s past due but not impaired financial assels as
of September 30, 2016 and December 31, 2015:

Sepiember 30, 2016

Neither Past

I'agt Pue ot Not Impaived

Due nor 1030 21 10 60 Gl 10 90 COryer 90
Total Iimpaired Days Days Bays Days Tmpaired
Loans awe Receivahbles
Cash and casli equivalents
(excluding cash on land) 22,205,801 480 $2,265.001 486 $2— 2 P e T
Trade and ollier receivables;
NPCPSALM - - - - - - -
Reeeivabie (rom custoimers 329,910,041 179,260,924 63,004,135 13,433,829 AG.260,744 20,519,109 13,435,300
Olhers 26,709,593 2,073,178 383,185 131,400 116,026 24,0106, 1004
356,619,934 181,334,102 03,387,520 13,565,229 40,366,770 44,535,213 13,431,300
Due Nom NPCPSALM 2,672,13% - — — 1,497,011 1,175,i28 -
Due Mo related partics 1,456,341 40770 1741 GRY,300 55,427 063,033 -
Moteurrent receivable (included in
“Oiher noneurrent nssels™ 1,143,240,000 - - - ~ 1L 143,240,000 -
3769819000 2,447,176,358 63.504,73] 14,174,529 41,019,608 [L,189,013,274 13,430,300
ATS Finaneial Asset
Cuoted equily securily 1,300,000 1,340,400 - - — - -
£3,77L119.900  £2,448476,358 P63.504,731 B1d,17:0,529 B 1YG,608 421,189,613,37 BI3A3L300
ecember 31, 2015
Neilher I'ast Past Due bit Not Tnpaired
Due nar I o 20 3o 60 6l {6490 Over 9
Toal Linpaired Days Days Nays Irys Tmpaired
Loans and Receivables
Cash aud cash equivaients
{excluding cash on haml) R1940, 104,067 11,948,104,667 L 12— - |2-- -
Trade and vllier receivables:
NPC/IPSALM 42,753,130 - - - - 42,753,130 -
Recelvable [tum cusiomers 421,882,840} 313472430 23,245,819 14298919 18,980,000 38,354,300 13,431,300
Others 83,373,300 58,921,505 6,830,553 BY6,971 289,117 16,435,152 -
548,009,270 372,393,941 0,176,374 15,195,840 19.209,017 07,542,048 17,431,300
Due from NPC/PSALM 2,089,392 - - - - 2,084,302 -
ue from related porties 1.406.811 312,086 40,416 152,622 451,237 49 H50 -
Noncurrenl receivable (ineluded in
“Qiher noteurrenl agsels™) 1,043,240,000  1,143,240,000 - .- - — -
3,634,850,140  3,4356,051.294 30,216,790 15.348.512 19,720,354 114,081,890 13,031,300
ATS Tinnneial Assel
1,300.000 1,300,000 - - - - -

CQuoled eguity securily

123.636,150.140

P3,457,351,2

130,216,790 PPL5.348.512 Pi%,720,354

CPIO008 1,890

113,431,300




Financial assets classified as neither past due nor impaired are assessed by the Group to be highly
probable of collection, taking into consideration the parties involved and its collection exparience.

The tables helow summarize the credit quality of the Group's neither past due nor impaired financial
assets as of September 30, 2016 and December 31, 2015:

Seplember 3), 2006

Neither Past Due nor Impaired Endividually
Toisl igh Grigle Standlard Subsiandard Pasi Due Impaired
Loans and Receivables
Cash and eash equivalents
texcluding cagh on hand) £2.2058014806  #2,265,801,4806 P P i FEA
Trade and olher receivables:
NIPC/PSALM - - - - - —
Receivable [rom cuslomers 329,910,041 179,260,924 - - 137,217,817 13,431,300
Others 26,709,493 2.073,178 — — 24,030,715
356,619,934 181,324,102 - - 161,854,532 13,431,300
Due [rom NPC/PSALM 2,672,139 - - - 2,672,139 —
Due from related partics 1.480,341 0,770 - — L.445,571 -
Noneurren( receivable {ineluded ju -
“Ollier noncurrent asseis™) 1,143,240,00¢0 - — - [,143,240, 040 -
3,769.819.900 2447 176,358 - - 1,309,212.242 [3.431,300
AFS Financial Asset
Quoted eyuily secusity 1,304,000 1,300,800 - - - _
£3771,119.900  422.448,476,358 P - BL30D212,242 £13,431,300
December 31, 2015
Neilher Pust Due vor Iapaired Indivicually
Tolal High Grade Standaid Substandard ’ast Due Impaired
Loaus and Receivaldes
Casli and cash cyuivalents
(exciuding cagh on band) [21,940,104,6067 RI1,940, 104,067 P [t |- P
Trade and other reccivables:
NPCPSALM 42,753,130 - - = 42,753,130 -
Receivalble frout customers 421,882,840 203,953,838 107,644,972 1,873,620 94979104 13,431,300
Otlers 83,373,300 ) 6,805,222 52,026,284 — 24,451,794 —
548,008,270 210,849,060 159,671,256 1,873,626 162,184,028 (3,431,300
Due from NPC/PSALM 2,084,392 — - — 2,089,392 —
Due from related parties 1,406,811 37.228 275 463 - 1,094,120 -
Noneurrenl receivable {included i1
“Other nancurrenl assets™) 1,143 20,000 1,113,2:0,000 — _ _ _
3,634,850,140 3.294,230,955 159,946,719 1,873,620 165,307,540 13,431,300
A8 Financial Assel
Quoted equity securily 1.300.000 1. 300,000 - - - -
P3,636,150,140 123,295,530,955 [159,946,719 I'1,873.626 165,367,510 P13,431,300

The Group grades its financial assets as follows:

o Cash and Cash Equivalents: These are assessed as high grade since these are deposited in
reputable banks which have good bank standing, thus credit risk is minimal.

o Receivable/Due from NPC/PSALM, NGCP and Distribution Utililies: These are assessed as high
grade since these recaivables arose from the contract provisions of the ROMM Agreement, OMSC,
Ancillary Services Procurement Agreement, and Power Supply Contracls (PSCs).

s  Receivable from Customers of BLCl Receivables from commercial customers are classified as
high grade; receivables from residential customers as standard; and receivables from the
government, hespitals and radio stations as substandard. Classification is based on the callection

history with these customers.

s Due from Related Parfies; Thess are assessed as standard, althcugh recoverability of these
receivables is cerlain, as these are given secondary priority as to settlement by the related parties

compared o third party obligations.
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o Other Receivables: Grading of financial assels is delermined individually based on the Group's
collection experience with the counterparty.

Fair Value of Financial Assets and Lighilities _
Fair value is defined as the price that would be received to seil an asset or paid to transfer a liability in
an orderly fransaction between market participants at the measurement date, Fair values are obtained
from quoted market prices, discountsd cash flow models and eption pricing models, as appropriate.

The foliowing methods and assumptions are used to estimale the fair value of each class of financial
instruments:
Cash and Cash Equivalents, Trade and Other Receivables, and Trade and Other Payables. The carrying

amounts of cash and cash squivalents, trade and other receivables, and trade and other payables
appraximate their value due fo the relatively shott-term maturity of these financial instruments.

AFS investments. Market values have been used to determine the fair value of listed AFS investments.

Noncurrent receivable (included in “Other noncurrent assefs”). The fair value of noncuirent receivable is
hased on the net present value of cash flows using the prevailing market rate of interest. As of September
30, 2016 and December 31, 2015, the carrying value of the noncutrent receivable approximates its fair

value.

Long-term Debt. The fair value of horrowings with floating interest rate is based on the discounted net
present value of cash flows using an effective discount rate of 4.01% and 4.39% as of September 30, 2016
and Dacember 31, 2015, respectively.

The estimated fair values of the categories of the Company's financial instruments approximate their
carrying vaiues as of September 30, 2016 and December 31, 2015,

12. Existence of Material Contingencies and any Other Events or Transactions that are Material to
an Understanding of the Current Interim Period.

a. Acquisition of the 153.1 MW Naga Power Plant Complex (NPPC)

Prior to the expiration of the OMSC on September 25, 2014, the Parent Company purchased the
NFPC after exercising its "right-to-top” (RTT) the winning bid, which right was pursuant to the LLA with
PSALM that was executed wher the LBGTs were acquired by the Parent Company in 2010. Pursuant
to the APA executed by the Parent Company and PSALM covering the purchase of the assets
consisting of the thermal and dissel power plants (CTPP 1 and CTPP 2, and CDFP 1), the Parent
Company paid PSALM a total of B463.3 million. The Parent Company and PSALM aiso entered into
an LLA, as an ancillary confract to the APA, covering the land where the purchased assels are
located, and paid in full the {otal lease rentals amounting B712.5 millien. Following the issuance of
Notice of Award on July 28, 2014 and after compleling all the conditions for Closing, PSALM turned
gver the NPPC 1o the Parent Company cn September 25, 2014, coinciding with the termination of the

OMSC.

More than one year after PSALM awarded the NPFC tc the Parent Company, the Supreme Court (SC)
declared the APA and the LIA for the sale of the NPPC to be null and void per decision promulgated

on September 28, 2015.
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On Dacember 1, 2015, the Parent Company filed its Metion for Reconsidaration of the SC Decisien
dated September 28, 2015. In said Motion for Reconsideration, the Parent Company stressed that, as
the owner of the LBGT and the lease on the land on which the LBGT stands, it has an interest in the
whole of the Complex and not just within the leased premises. This is due to the fact that the Parent
Company's payment for the LBGT necessarily includes payment for the RTT, the LBGT and the land
subject of the LBGT-LLA which forms part of the Complex, and the Parent Company shares in the use,
upkeep and maintenance of the Co-Use Facilities within the Compiex, thus, showing thal the Parent
Company's interest extends lo the whole of the Complex.

On Dacember 9, 2015, the SC resolved © deny the Motion for Reconsideration. Thus, a Molion for
Leave to File and Admit the Attached Urgent Motion for Second Reconsideration andfor Referral fo the
En Banc was filed by the Parent Company on February 2, 2016, However, on April 6, 2016, the
Supreme Ceurt issued @ Nolice where it resolved among others to deny the said Motion For Leave
and noted without action, the attached Urgent Motion for Second Recensideration .and /or Referral En
Banc, in view of the denial of the Motion for Leave. Accordingly, an amount equivalent to P1.143
hillion (i.e., ameunt paid by the Group to PSALM in 2014) was recognized as other noncurrent
receivable as of December 31, 2015 and September 30, 2096, Since the SC decisions o not specify
details on how the nullified transaction will be sellied belween the Parent Company and PSALM, the
ultimate disposition of the recorded assets and liabilities remain uncertain as of September 30, 2016.
The Group helieves that how the malter will be settled could be finalized over 2 years. Any
adjustments arising from the setflement of this malter will be reflected in the financial statements as

they are determinad.

In & resolution of the SC daied October 5, 2016, the High Court granted the Manifestation/Motion
dated March 16, 2016 of respondent Therma Power Visayas, Inc. {TPVI) ordering that the Entry of
Judgment of its decision dated September 26, 2015 be LIFTED and the failo of the said decision
ameanded to include a directive reinstating the April 3C, 2014 Notice of Award in favor of said
respondent TPVI, excluding the portion therein granting o the Parent Company the Right to Top. The
SC further ordered respondent PSALM to execute the NPPC — APA and NPPC ~ LLA in favor of the
respondent TPV with dispalch.

On October 26, 2016, the Parent Company filed with the SC an Urgent Motion for Reconsideration
With Altarnative Motion fo Reler fo the £n Banc the case of Sergio R. Osmefa 1ll vs. PSALM,
Emmanue! R, Ladasma, Jr., the Parent Company and TPVI. :

I, Power Barge 104

On April 15, 2016, SIPC submitted the highest offer to PSALM in the negotiated sale of the 32-MW
Power Barge 104 (PB 104) located al the Holcim compotind in llang, Davao City, besting two other
companies with its proposal of B218.9 million including YAT. The Notice of Award was received by

SIPC on June 1, 2016.

On June 16, 2016, the Parent Company executed an Amendment, Accession and Assumplion
Agreement between and among PSALM and SIPC. Under the said agreement, SIPC assigned all its
rights and obligations as BUYER of PB 104 to the Parent Company after PSALM gave its consent
pursuant fo the provisions of the Asset Purchase Agreement between StPC and PSALM.

On June 30, 2018, PSALM tumed over the PB 104 to the Parent Company and on August 1, 2016, the
harge was towed from Davao to Gensan Shipyard and Machine Works, Inc. in Siguil, Tinoto, Maasim,
Sarangani Province for dry-clocking and rehabilitation. The rehabilitation is expected to be completed
~in the first quarter of 2017. Pending completion of the rehabilitation and prior to commercial operalion,

the acquisition cost of B195.4 million and B23.5 million (VAT portion) were recognized as "Other
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noncurrent assets” and “Prepayments and other curient assets”, respectively, as of September 30,
2016,

¢. Others

Except as already discussed in the Management's Discussion and Analysis of Financial Conditions
and Results of Operations as well as schedules and disclosures set forth in this Selected Notes o
Interim Consolidated Financial Statements, there are no other material contingencies and any other
events or transactions that are material to an understanding of the current interim period.



