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SECURITIES AND EXCHANGE COMMISSION 

 

       

SEC FORM 17-Q 
 

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES 

 REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER 

 

 

1.  For the quarter ended June 30, 2007 

   

2.   SEC Identification No.  AS095-002283  3.  BIR Tax Identification No. 004-703-376 

 

     DMCI Holdings, Inc. 

4.  Exact name of issuer as specified in its charter 

  
5.   Philippines         6.        (SEC Use Only) 
 
      Province, Country or other jurisdiction of 

incorporation or organization 
       Industry Classification Code: 
 

 
7.  3

rd
 Floor, Dacon Building, 2281 Pasong Tamo Ext., Makati city           1231 

 Address of principal office           Postal Code 
 
8.  Tel. (632) 888-3000  Fax (632) 816-7362  
 Issuer's telephone number, including area code 
 
9.  Not applicable 
 Former name, former address, and former fiscal year, if changed since last report. 
 
10. Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and 8 of the RSA 
 
      Title of Each Class Number of Shares of Common Stock 

Outstanding and Amount of Debt Outstanding 
 
Common Shares, Php 1.00 Par            1,127,747,000 
Preferred Shares, Php 1.00 Par                          4,480 
Common Shares, Php 1.00 Par        150,000,000 
 
(1,127,747,000 Common shares are exempt under Section 6 (a) (4) of the RSA, and 74,719,200 
underlying Common shares exempt under Section 6 (a)-7 of the RSA.) 
 
11. Are any or all of these securities listed on a Stock Exchange.   
 
 Yes [X]       No  [  ] 
  
 If yes, state the name of such stock exchange and the classes of securities listed therein: 
  
 Philippine Stock Exchange    Class “A” Shares  
        Preferred Shares 
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12.  Indicate by check mark whether the registrant:  

 

(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17 

thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 

and 141 of the Corporation Code of the Philippines, during the preceding twelve (12) months 

(or for such shorter period the registrant was required to file such reports) 

 

 Yes  [ X ]     No   [   ] 

 

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

  

 Yes   [ X ]    No   [   ] 
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PART I--FINANCIAL INFORMATION  

 

 Item 1. Financial Statements. 

 

 The Financial Statements for the quarter and period ended June 30, 2007 are contained herein.  

  

MANAGEMENT DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND FINANCIAL 

CONDITION FOR THE PERIOD ENDED JUNE 30 31, 2007. 
 

 

 
I. RESULTS OF OPERATIONS 
 
 DMCI Holdings, Inc. (the “Company”) reported a consolidated income after minority of P2 billion 
and P1.7 billion for the first half and second quarter of 2007 compared to P843 million and P602 million of 
the same periods in 2006.  The sharp increase was mainly due to the non-recurring items and business 
contributions reported in the newly acquired water business, and the continuing growth and improvement 
in the real estate and construction segments.  Recovery in the coal mining business was evident as the 
Company indicated a slight progress in its coal operations. 
 
 
WATER 
 

Late in 2006, the Company, along with Metro Pacific Investments Corp. (MPIC), won the public 
bidding of Maynilad Water Services, Inc. (Maynilad), the water concessionaire servicing the west side and 
southern areas of the Manila region.   

 
The Company initially invested the amount of P3 billion pesos for a 50% share in the joint 

venture/bid company, DMCI-MPIC Water Company, Inc. (DMWC or Bidco) which subsequently acquired 
84% ownership in Maynilad.  Since the Company owns and controls only half of DMWC, the Company’s 
investments in the water business are accounted for under the equity method. 

 
Net earnings from 50%-owned DMWC (which consolidates Maynilad) amounted to P1.455 billion.  

This was mainly due to non-recurring negative goodwill worth P4.4 billion booked by DMWC in the 
quarter.   

 
Maynilad booked a 1

st
 half net income of P802 million as water services in all key performance 

areas continued to show improvements.  Non-revenue water improved to 65% from the 2006 average of 
68% with total volume of water billed jumping 10% to 141million cubic meters from 127 million cubic 
meters.  Total billed customers also increased to 695,785 end of June compared to 677,985 end of last 
year.  Continued and new developments in the management of water flow and pressure systems, 
improvements in current pipe systems, subdivision into hydraulic zones and identification of key areas for 
development were among the strategic activities that helped in Maynilad’s progress since the new 
sponsors came in.   

 
Maynilad's operational contribution was offset by upfront acquisition charges, interest and 

financing costs and operating expenses incurred by DMWC.  Net financing charges pertaining to the 
loans availed from First Pacific Company Limited and Ashmore Funds to finance the Standby LCs 
required for the acquisition of Maynilad amounted to P274 million while amortization of front-end costs 
associated with the purchase of Maynilad totaled P387 million for the period. 
 
 The Company expects that the water segment will provide substantial net  recurring income with 
not just the prospects in basic water services provided by Maynilad but also in the engineering 
requirements and opportunities as the Company’s construction segment was awarded P423 million worth 
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of water system works.  With this, the Company believes that the acquisition of the water business was a 
sound and strategic move that will be an integral part of its expansion into more stable businesses while 
staying true to its core competence and reputable skills as engineers and contractors. 
 
 
REAL ESTATE 
 

The Company’s 100%-owned real estate business, DMCI Project Developers, Inc. (PDI), 
continued to experience better business for the period and quarter compared to last year.  Continued 
demand for housing within Metro Manila, improved selling and marketing activities, plus the proven track 
record and reputation as builders helped post higher 1

st
 half and 2

nd
 quarter housing net income from 

P114 million and P113 million respectively in 2006 to P261 million and P152 million in 2007. 
 

The Company’s residential community projects continued to be a success as consistent sales 
from existing projects and take-up from new projects provided record revenues for the period compared 
to last year.   

 
Existing projects East Ortigas Mansions and Mayfield Park Residences continued to provide 

consistent notable recognized revenues amounting to P302 million lower than last year as these projects 
are approaching fully sold status.  Bonifacio Heights, a relatively newer joint venture project with the 
Armed Forces of the Philippines (AFP), located in the Fort Bonifacio area of which are exclusively 
available for AFP personnel, contributed P248 million in recognized sales for the period slightly higher 
than last year.  Moreover, Mahogany Place Subdivision, now within its 2

nd
 and 3

rd
 phase of development, 

factored significant revenues for the period amounting to P158 million for the period but was slightly lower 
than last year as this project is reaching fully sold status as well. 

 
With the successful turnover rate from existing projects, the Company have been actively 

identifying and launching new projects, namely the Raya Gardens Condominiums (“Raya”), a combination 
of high rise and medium rise development located in the West Service Road, Barangay Merville, 
Paranaque; and Rosewood Pointe (“Rosewood”), a project utilizing another combination of medium and 
high rise structures done in the same design and aesthetics as Mayfield Park Residences located in 
Taguig, Metro Manila; and The Manors at Celebrity Place (“Celebrity”), a mixed town house-medium rise 
community project located adjacent to the Celebrity Sports Plaza in Loyola Heights, Quezon City.  These 
projects started contributing notable revenues for the period:  Raya – P318 million, Rosewood – P250 
million, Celebrity – P95 million, and are expected to contribute further.    

 
Other projects that were either newly launched or will be launched in the near future are : Alta 

Vista, a condotel project located in pristine Boracay Island; Tivoli Gardens, another residential community 
development located in the Makati-Mandaluyong, Metro Manila area; and Riverfront Residences, a joint 
venture housing project with Equitable PCI Bank located in the Pasig-Marikina boundary of the Metro; 
and Cypress Towers, another high-rise condominium joint venture project with Crown Equities, Inc. 
located along C-5 road in Taguig, Metro Manila.  These newly introduced residential projects and others 
to come are expected to provide the continuing sales and revenues for the Company’s real estate 
business. 

 
Overseas Filipino Workers (OFWs) continue to provide significantly to total sales as 

approximately 30% of all sales were directly from these OFWs with the estimate that even some of the 
local purchases are being funded by OFW money.  With the purchasing power, the Company is keen on 
pursuing the foreign OFW market as an avenue towards expansion and growth for its housing business. 
 

General and administrative costs were significantly increased due to amplified marketing and 
selling activities for the quarter compared to last year.  This trend is projected to continue as expansion 
and strengthening of its real estate operations will be pursued by the Company.   Increase in marketing 
costs within the housing business accounted for much of the increase in consolidated general and 
administrative costs of the Company. 
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 With opportunities presented in the current economic environment and foreign interest in the 
country, the Company’s is also strongly considering an initial public offering as an option to drive its 
residential development business to even greater heights. 
 
 
CONSTRUCTION 
 

The construction segment, operated by wholly-owned construction subsidiary D.M. Consunji, Inc. 
(DMCI), posted a 9% increase in the first semester operations from a net income of P127 million in 2006 
to a net income of P139 million in 2007.  For the second quarter, construction income rose 72% as catch 
up revenues were booked in this quarter from work done in the first quarter.  

 
Continuous work from key projects: the Subic-Tarlac Express-Deck Fabrication (99% complete), 

the KAMANAVA Floodway civil works (74% complete), and the One Adriatico Place residential high-rise 
building (94% complete) tallied a total P423 million in first half construction revenues.  Initial works on 
new projects, Shangrila Boracay and Robinson Cybergate Tower, with a total contract amount of P1.5 
billion, added P346 million in revenues.  In addition, DMCI have been able to get almost P380 million 
worth of construction from Maynilad, which already contributed P53 million of recognized revenues.  As 
DMCI reported lower revenues during the first quarter, second quarter revenues from these new projects 
accounted for the 31% and 117% increase in construction revenues on a period-to-period and quarter-to-
quarter basis respectively. 

 
Revenues from the other non-traditional construction operations, specifically from the special 

business units, namely the Equipment Management business unit, the Ready Mix Concrete business unit, 
and the Formwork Management business unit were also helpful in providing revenues with minimal costs 
for the construction business.  Utilizing and optimizing the specific core competencies and opportunities 
brought within DMCI construction resources remains an opportunity in the industry.   

 
General and administrative expenses went up as requirements from the new projects and some 

initial cost recording were experienced in the period.  DMCI still expects its overhead to be at low levels 
for the whole year consistent to the Company’s cost reduction guidance, more so with the construction 
industry becoming more diversified and competitive. 

 
As the construction business is maturing and undertaking the challenges nowadays with its retail-

competitive nature, the Company is still confident that it can maintain its foothold as one of the leading 
providers of construction services with the heritage of proud Filipino contractors to the country and to the 
global community. 

 
 

COAL 
 
The Company’s coal mining business, operated by 58%-owned, publicly listed Semirara Mining 

Corp (SMC), reported recovering results for the second quarter of 2007 compared to 2006 as net 
contributions from the coal segment for the second quarter increased 172% at P168 million, compared to 
P62 million in 2006.  This was mainly due to increased sales volume driven by the growth in the local 
markets and the introduction into the coal exports.  Pre-stripping activities done and recorded in 2006 
also helped reduce costs per unit.  Although volume was significantly up, coal prices were relatively down 
due to the weakening of the USD. 

 
Below is SMC’s management discussion and analysis of financial condition and results of 

operations for the period lifted from the SMC First Half and Second Quarter 2007 Financial Report (SEC 
Form 17-Q) for a more detailed discussion: 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS 2007 FIRST HALF OPERATION 
 
The new demand from the recently penetrated export markets and increased uptake from local markets 
directed the Company’s operations for the first half of the year. Unlike in the previous year wherein mining 
equipment were mainly employed for waste stripping, focus of operations in the current period is coal 
production to serve the increasing demand of the commodity. Out of total materials moved of 17,760,461 
bank cubic meters (bcm), run-of mine (ROM) coal produced amounted to 1,892,179 metric tons (MTs), 
reflecting a strip ratio of 8.67:1. Of the ROM coal, 1,561,697 MTs were clean coal and 330,482 MTs were 
washable coal. Net product coal produced was recorded at an unprecedented 6-month period level of 
1,759,986 MTs. 
 
Meanwhile, to improve logistics support in order to serve the increased demand more efficiently, dredging 
of the pier was undertaken during the period. This will allow bigger vessels (up to 50,000 MTs) employed 
for export deliveries to dock for safe berthing and for faster ship loading using the conveyor/ship loader 
line. Moreover, loading to vessels for local and export deliveries can now be done simultaneously with the 
new barge loading facility (at rated capacity of 750MT/hr), which was made in place last year in 
preparation for higher volume of coal shipments. 
 
The fully completed second line of conveyors, which started operating during the first quarter continued to 
improve efficiency in transporting waste materials, by minimizing the use of trucks, thereby saving on 
diesel fuel cost. Machine availability during the first half of the year was recorded at 83% for hauling 
equipment and 81% for loading units. However, since stripping activities slowed down as the focus of 
operation shifted to coal extraction, utilization of hauling and loading equipment dropped to 67% and 
75%, respectively. 
 
Meanwhile, evaluation of geological data by Joint Ore Reserve Committee (JORC) consultants of 
Australia are still in progress, for their final certification that the coal reserves calculated by the company 
are in accordance with methods and standards which are internationally accepted. In-house confirmatory 
drillings are still on-going for this purpose. Inventory level was ramped up to 814,190 MTs as at the end of 
the period in anticipation of the increasing demand, both from the local and export markets, in the 
succeeding period and the anticipated rainy days.   
 
Coal sold during the first half amounted to a record high of 1,502,823 MTs with an average heating value 
of 9,737 BTU/lb. At a composite average FOB price of P1,864/MT, coal deliveries generated Coal 
Revenues of P2.802 billion during the first half of the year.  Meanwhile, coal handling operations at the 
Calaca coal yard generated Coal Handling Revenues amounting to P47.379 million. The resulting Gross 
Revenues totaled P2.849 billion. 
 
Cost of Sales, inclusive of Costs of Coal Handling amounting to P32.22 million, was reported at P2.100 
billion, 34% of which is Non-Cash. This translated to a further reduced Cost of Coal Sold/MT of 
P1,376.11, which is indicative of the decreased Net Production Cost/MT of coal produced in the current 
period of P1,190.19. As a result, Gross Margin was posted at P748.766 million, reflecting a Gross Profit 
Ratio of 26%.  With the remaining Accumulated Recoverable Costs, Government Share was kept at 
minimum of 3% of Coal Revenues. General and Administrative Expenses totaled to P46.510 million, 
bringing Total Operating Expenses to P130.560 million. As a consequence, Operating Income was 
posted at P618.206 million or 22% of Revenues.  Other Income, which included interest earned by the 
Company from its short-term placements and investments, offset by bank charges for Letter of Credit 
applications, reflected a total amount of P19.098 million. On the other hand, the Company incurred 
Financing Charges of P77.772 million for working capital loans and funding for Capital Expenditures, a 
significant reduction from previous year’s level of P113.956 million as loan levels fall due to debt 
servicing. With the appreciating Peso vis-à-vis the US dollar, the Company was also able to recognize 
Realized and Unrealized Foreign Exchange Gains of P12.298 million and P42.208 million, respectively.  
Net Income Before tax was recorded at P614.038 million. With full income tax provision amounting to 
P204.970 million, the resulting Net Income After Tax amounted to P409.068 million 
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2007 FIRST HALF FINANCIAL CONDITION 
Current Assets as at the end of first half was recorded at P3.777 billion, inclusive of a healthier level of 
Cash and Cash Equivalents amounting to P666.490 million, which showed a 31% improvement from 
beginning balance of P510.439 million as a result of higher collections of trade receivables which that are 
augmented by export sales. Temporary investments were reduced to zero as this was already terminated 
in the first quarter earning a total interest of P11.30 million. Ninety-two percent (92%) of the total 
Receivables of P1.035 billion are Trade Receivables, manifesting increased sales towards the end of the 
period.  
 
Meanwhile, the augmented coal inventory exhibited a corresponding increase in the value of Coal 
Stockpile amounting to P1,072.816 billion. Materials and Supplies inventories went down due to full 
utilization of inventories intended for projects and rehabilitation of facilities. Prepaid Expenses and Other 
Current Assets amounting to P232.777 million are composed of VAT withheld on NPC sales amounting to 
P192.258 million, Prepaid Insurance of P18.63 million, and Environmental Guarantee Fund, and 
Creditable Withholding Taxes. 
 
 
The increase was contributed by additional VAT withheld in 2007 prior to the issuance of the BIR ruling to 
the Company’s favor. The incorrect VAT withheld (the Company being VATexempt) is now being 
processed for refund with the Bureau of Internal Revenue. Additions to Property Plant and Equipment 
(PPE) amounted to P104.801 million. However, total Depreciation expensed by the Company reached 
P770 million, resulting to decrease in net PPE to P2.357 billion at the end of the first half from beginning 
balance of P3.015 billion. 
 
On the other hand, Deferred Charges and Other Non-Current Assets increased to P95.935 million from 
P90.641 million. This account is composed of mining rights of P84.4 million, software costs amounting to 
P2.3 million, and various Non-Current Assets of P9.5 million. 
 
The increase was mainly due to a reclassification of account from PPE.  The decrease in PPE resulted to 
lower Total Assets of P6.230 billion as at the end of the first semester of the current year, from the 
beginning balance of P6.511 billion.  The continuous servicing of debts brought down Total Liabilities to 
P1.839 billion from P2.197 billion at the start of the current year. Of the amount, P1.020 billion were 
Current Liabilities, while the balance amounting to P819.299 million were Non-Current Liabilities. Current 
Portion of Long Term Debt comprised 64% of Current Liabilities (which includes LC/TR availments) at 
P650.311 million, after availing P205.71 million for LC-TRs and working capital requirements. Meanwhile 
Accounts and Other Payables represented 21% at P214.688 million. Increased revenue level brought up 
Income Taxes Payable to P153.088 million. Delivery of coal paid in advance by a cement company and 
NPC also reduced Customer’s deposit down to P2 million. Non-Current Liabilities consisted of Long-Term 
Portion of Long-Term Debt amounting to P680.194 million, 50% of which are Peso loans while the other 
50% are US Dollar denominated; Pension Liability of P54.171 million; provision for Asset Retirement 
Obligation amounting to P11.139 million for legal obligations with the Department of Energy and Natural 
Resources upon the abandonment of the mine pits; and Deferred Tax Liability of P73.794 million. 
 
Despite declaring dividends amounting to P333.087 million, the Company’s Stockholders’ Equity posted a 
2% growth from P4.315 billion as at the beginning of the year to P4.391 million at the end of the first half. 
The increase is attributed to the period’s Net Income After Tax generation of P409.068 million. 
 
2007 COMPARATIVE REPORT 
I. PRODUCTION 
 
Total material movement during the second quarter of the current year is 4% higher at 9,043,100 bcm 
than Q1 material movement of 8,717,362 bcm, but 10% lower than Q2 2006. The resulting H1 material 
movement is 17,760,461 bcm, indicating a 17% drop from H1 2006 volume of 21,506,287 bcm. 
Equipment utilization in the current year is geared towards coal production, unlike last year wherein 
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slower demand prompted the Company to focus operations on waste stripping which necessitated 
movement of more materials. 
 
The increasing demand called for more coal production than waste stripping. Accordingly, Strip Ratio, or 
the ratio between waste and coal produced, further improved to 7.50:1 in Q2 2007 from 10.31:1 in Q1 and 
12.92:1 in Q2 2006. The average strip ratio as of H1 2007 showed an improvement by 43% at 8.67:1 
from 15.11:1 in H1 2006. As a result, ROM coal produced in Q2 this year is impressive at 1,101,335 MTs. 
Added to the preceding quarter’s ROM coal production of 790,844 MTs, H1 total ROM coal reached a 
historic level of 1,892,178, 39% better than H1 2006 ROM coal production of 1,359,235. 
 
The resulting Net Product Coal, which is inclusive of washed coal, totaled to 1,742,386 MTs in H1 2007, 
716,670 MTs were produced in Q1, while the remaining 1,025,716 MTs were Q2 output. This volume is 
44% higher than H1 2006 net production of 1,225,371 MTs. 
 
Year-on-year, current semester ending inventory level is 82% more at 814,819 MTs, compared to H1 
2006 ending inventory of 447,864 MTs. Higher demand encouraged operations to maintain a more robust 
stockpile to timely serve orders largely triggered by exports. 
 
 
II. MARKETING 
This year brought about a major marketing breakthrough for the Company. For the first time in its history, 
it has finally breached the export market. The successful deliveries to China and India proved that despite 
the inherent low quality of Semirara coal, it can effectively be used as a blending coal for higher, but more 
expensive coal. For the first half, export deliveries already amounted to 99,847 MTs, 71,011 MTs of which 
were delivered to India and 28,836 MT went to China. More importantly, the Company was able to sign 
short-term export supply contracts of up to 1million MTs until H1 2008. More buyers expressed their 
interest to execute a supply contract, but the Company declined to commit more volumes until it has 
completely put together additional logistics support needed to effectively serve export demand, such as 
improvement of its pier and loading facilities. 
 
Meanwhile, local markets have also increased their purchases significantly. Total local current quarter 
sales was recorded at 768,869 MTs, 48% or 371,707 MTs were delivered to NPC, while the rest were 
sold to other power plants, cement plants and other industrial plants. Total Q2 sales volume is 21% 
higher than Q1 local deliveries of 634,107 MTs, and 29% more than Q2 2006 volume of 596,965 MTs. 
Similarly, H1 2007 total local sales of 1,402,976 MTs posted a 17% increase over H1 2006 volume of 
1,196,991 MTs.  Remarkably, the Company’s dependence on NPC Calaca has further reduced to 48% on 
year-to-date total sales volume, compared to last year’s 56%, notwithstanding the increase in the current 
period’s Calaca deliveries by 49,665 over first half last year. 
 
 
III. FINANCE 
 
A. Sales and Profitability 
Although coal deliveries improved by 26% as of the current semester, Coal Revenues only recorded a 4% 
increase from P2.693 billion in H1 2006 to P2,802 billion this year. This is a consequence of lower prices, 
mainly as a result of the marginal pricing strategy on export sales and strengthening of the peso against 
the US dollar. Average composite FOB price for H1 2007 is 17% lower at P1,864/MT, compared to similar 
period last year’s price of P2,250/MT. 
 
Q2 2007 composite average FOB of P1,815/MT raked in Coal Revenues of P1.524 billion, 19% higher 
than Q1 Coal Revenues of P1.277 at a composite average price of P1,927/MT.  Despite the bigger 
increase in volume, compared to Q2 2006, current quarter Coal Revenues is only 12% higher since 
average FOB price was at P2,275/MT in the previous period. 
 
Meanwhile, with improved strip ratio, Cost of Coal Sold/MT dropped to P1,376 for the current period from 
P1,621 in H1 2006. With expanded operations, Operating Expenses correspondingly increased. 
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Marketing efforts to support the Company’s export activities likewise elevated the level of Operating 
Expenses. Other Income, which is mainly comprised of Interest Income from short-term placements 
dropped by 47% on a year-on year H1 comparison as cash level during H1 2006 is 36% higher than cash 
end of H1 2007. 
 
On the other hand, lower loan balances and decreased interest rates significantly brought down Interest 
and Financing Charges by 32%, compared to the first semester of 2006. This year’s stronger peso 
augured well for the Company as it was able to book Realized and Unrealized Forex gains. With the 
absence of allowable deductions against corporate income tax, such as the NOLCO, the Company 
continued to provide for Regular Corporate Income Taxes. 
 
Current quarter’s EBITDA is fairly high at P833.872 million. Combined to Q1 2007 EBITDA of P573,409 
million, H1 2007 records an EBITDA of P1.407 billion, posting an 11% increase over H1 2006 EBITDA of 
P1.269 billion. 
 
 
B. Solvency and Liquidity 
From a Beginning Cash level of P510.439 million, H1 2007 closed with additional inflow of Cash and 
Cash Equivalents amounting to P156.051, thereby increasing Ending Cash level to P666.490 million. 
 
Net Cash Provided by Operating Activities dropped by 16% to P599.312 million compared to H1 2006 
cash generation from operations of P710.169 million. The main contributor to the drop is the increase in 
Receivables by P468.556 million as at the current semester as a result of booking of more sales towards 
the end of the period. H1 2006 recorded a decrease of P227.476 million in Receivables. With more PPE 
to depreciate, Depreciation, Depletion and amortization further increased to P769,901 million in the 
current period, compared to H1 2006 level of P550.294 million. Lower loan balances and lower interest 
rates brought down Interest and Financing Charges to P77.772 million from P113.956 million in the same 
period last year. However, with lower cash for investment, H1 Interest Income dropped by 60% from 
P38.778 million to P15.385 million year-on-year. 
 
On the other hand, the Company’s investing activities brought in a Net Cash Inflow of P178.772 million as 
it has recouped its Temporary Investment of P300 million. Additions to PPE dropped by 88% to P104.801 
million from H1 2006 investments in PPE amounting to P993.076 million, which resulted to the previous 
period’s Net Outflow of Cash Used in Investing Activities by P952.761 million. 
 
Meanwhile, the Company used P622.033 million for its financing activities in the current semester. 
Payment of Dividends amounting to P304.894 million and Repayment of Long-Term Debt of P522.846 
million was slightly offset by Availment of Loans amounting to P205.708 million. In H1 2006, debt 
availment of P779.353 cushioned expenses relating to the Company’s financing activities which included 
Repurchase of Shares of Stock costing P145.258 million, Payment of Dividends amounting to P333.087 
million and Repayment of Long-Term Debt of P349.127 million, thereby limiting total Cash used in 
Financing Activities to P48.119 million. 
 
The improving liquidity of the company is highlighted by the continuous increase in the Current Ratio 
which currently stands at 3.70x from 2.53x as at the end of 2006 and 2.88x as at H1 2006. As a 
consequence of its strong financial condition, the Company was able to promptly pay its maturing 
obligations and has decreased its availment of debts. Similarly, the stable income generation of the 
Company continued to improve total capitalization to P4.391 billion from P4.315 billion as at yearend 
2006 and P4.12 billion as at H1 2006. 
 
Combined with reduced Liabilities, the Company’s solvency condition was further 
augmented as Total Debt to Equity Ratio further improved to 0.42:1 as at the end of the current period 
from 0.51:1 as at 31 December 2006 and 0.72:1 in H1 2006. 
Earnings Per Share (EPS) slightly improved to P1.4737 in the current period from P1.446 in H1 2006. 
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IV. PERFORMANCE INDICATORS: 
1. Average Selling Price – Lower import price of coal of NPC during Q3 2006 and stronger peso against 
the US dollar has adversely affected price for Semirara coal. Being the only major coal producer in the 
country, it uses regional coal prices as benchmark for its pricing.  The marginal pricing strategy 
implemented by the Company for export sales in order to effectively penetrate the new markets, has 
likewise lowered composite average price. As a result, increase in Revenues did not fully correspond to 
the increase sales volume. 
 
2. Debt to Equity Ratio - The Company’s improving solvency condition boosted its holistic financial 
strength. As a consequence, its credit rating has remarkably improved, thus enabling it to enjoy prime 
borrowing rates for clean loans. Moreover, management can now look into different opportunities for 
investments to further create more shareholders value. 
 
3. Capital Expenditures – The capacity expansion program which was completed in 2006 has borne 
fruits this year as augmented capacity has enabled the Company to expand its market. Foreseeing a 
continuous uptrend in demand, management is seriously evaluating if there is a need to go into another 
expansion program. Proper timing is crucial to optimize the benefits of spending huge amounts of money 
for Capital Expenditures, considering that the mining boom has increased delivery lead time for mining 
equipment. 
 
4. Expanded Market – With the successful entry to the global market, the opportunities for Semirara coal 
has tremendously increased. Furthermore, the long-time goal of the Company to wean itself from over-
dependence to a single market is now attained. Apart from the new export market, it has likewise 
successfully diversified its local sales. More volumes were delivered to non-traditional markets like the 
cement plants. Also, more industrial companies have expressed their intent to recalibrate their plants to 
be able to use 100% Semirara coal. 
 
5. Improved coal quality – The marketing success of the Company can likewise be attributed to its 
capability to enhance coal quality. More importantly, its dependability to deliver committed coal quality 
has earned goodwill for the Company. Its well-maintained laboratory ensures that quality paremeters of 
every coal delivery are compatible with contracted specifications. 
 

 
II. FINANCIAL CONDITION 
 

The Company’s financial condition for the period improved as total assets as of first quarter 2007 
increased by 15% from end 2006 balances.   

 
Cash doubled from 2006 with P2.7 billion raised in new capital issuance, while P403 million was 

used for consolidated operations and P1 billion was used for investing activities in the water business.  
The Company’s fund raising activities was completed in the second quarter of 2007 and was done as a 
follow-up capital issuance for the water business. 

 
Total receivables (current and non-current) went up as a result of heightened sales in the real 

estate sector, sustained coal take-up, and regular construction business among others. 
 
The real estate business continues to record improving sales and as such is depleting its into 

existing inventory.  The Company is starting to build new projects and accelerate work on its existing 
ones, providing a significant rise in inventory.  Some long term investment properties were also 
reclassified to real estate inventory, as these properties were determined to be for development in the 
near future, adding to the increase in inventories and reduction in investment properties.  Coal from the 
2006 high cost inventory accounted for a large amount of the increase in inventories as well. 
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Investments were up as a result of the Company’s new investment in the water sector which was 
recorded late in 2006. 

 
Some equipment disposals, more in the construction and coal businesses were done in the 

quarter.  Accelerated depreciation in the coal business also helped in the 10% reduction of the property, 
plant and equipment. 
  

Accounts & other payables increased marginally as a result of regular credit and payment 
transactions done in normal business. 

 
Long term liabilities (including current portion) decreased as the Company’s business repaid 

and/or refinanced most its high interest debts.  SMC’s expansion was financed mainly by long term loans 
but expects to prepay most of its loans within the year from internally generated cash.  In addition, the 
Company acquired local bank financing to fund half of its P3 billion initial investment in the Maynilad 
acquisition in late 2006 but was subsequently paid within the first quarter of 2007. 

 
Stockholders equity increased as the Company had to raise funds to pay off and retire the loans it 

acquired to acquire Maynilad.  The Company issued an additional 168 million shares at an average price 
of P7/share to an existing shareholder and is planning to issue additional 232 million shares from its 
deposit in future subscriptions. 
 
 Current ratio increased from 2.43 as of end 2006 to 2.58 at the end of the period significantly 
affected considerably by the cash raised from the issuance of new shares.  Current debt repayment 
capability is healthy and well within industry averages.  Debt to equity ratio slightly decreased from 0.77 to 
0.44 indicating a slight increase in stockholders position for the Company’s stockholders vs. its creditors, 
this is a result of the additional issuance of capital.  The Company notes that the debt to equity ratio is 
below 1, indicating a strong owner base leverage and is in a very good debt gearing position.  The debt to 
equity ratio was also within industry averages as the Company strives to maintain its financial risk position 
relative to the interest of its stockholders (current ratio average per industry: Mining-1.78, Construction-
1.29; Real Estate-1.84; debt to equity ratio average: Construction-2.05; Mining/Quarrying-2.08; Real 
Estate-0.32; reference: Business World Top 1000 Corporations in the Philippines. 2005, Volume19). 
 
 

KEY INDICATORS 
 
The Company and its Subsidiaries (the “Group”) has the following as its key performance indicators: 
 
a) Change in Coal Sales 
b) Change in Real Estate Sales 
c) Change in Construction Revenues 
d) Change in Net Income 
e) Change in Current Ratio 
f) Change in Debt to Equity Ratio 
 
 
CHANGE IN COAL SALES 
 
With the emergence of coal mining as a significant business of the Company, it is imperative that the 
Company discuss thoroughly its coal business through its now 58% owned coal mining subsidiary, SMC.  
A clear indicator of performance in the coal mining business is any change in Coal Sales.   This will show 
how this period’s coal mining business fared with respect to the same period in the previous year/s (see 
Part I. Results of Operations-Coal Mining for a detailed discussion). 
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CHANGE IN REAL ESTATE SALES 
 
The real estate business is currently becoming another significant contributor for the Company 
operations.  Any change will indicate an improvement or deterioration in the Company’s real estate 
business for the period.  Currently the Company is intently looking at the changes in its real estate 
operations as an indication of performance (see Part I. Results of Operations-Real Estate for a detailed 
discussion). 
 
CHANGE IN CONSTRUCTION REVENUE 
 
The Company, for the past years of its existence, has always been known as the listed vessel for its 
construction business.  In this regard, it is prudent that the Company note operational performance in its 
construction business.  The initial performance indicator of the Company’s construction business is any 
increment in its Construction Revenues.  Any change will indicate an improvement or deterioration in the 
Company’s construction business for the period (see Part I. Results of Operations-Construction for a 
detailed discussion). 
 
CHANGE IN NET INCOME 
 
The results of consolidated operations of the Company can be seen with the increment in net income for 
the period compared to the same period of the previous year/s.  Bottom line analysis takes into 
consideration all business that the Company is engaged in.  The Company calculates any decrease and 
increase in net income and studies the results of its operational business segments and provides 
discussions as a general on the main reasons why the change in net income (see Part I. Results of 
Operations-1

st
 paragraph for a detailed discussion). 

 
CURRENT RATIO 
 
Liquidity is an essential character of any organization, and the Company, including the Group as a whole, 
should indicate acceptable levels of liquidity.  The initial test of liquidity is the current ratio, which will 
display a company’s ability to satisfy current obligations with current resources.  Current ratio is arrived by 
dividing the current assets over the current liabilities.  The Company uses this test and compares it with 
industry balances to determine its ability to satisfy current obligations with respect to its competitors (see 
Part II. Financial Condition for a detailed discussion). 
 
DEBT TO EQUITY RATIO 
 
As a stockholder/investor, financial position and stability would be an important aspect.  The Company 
tests its financial position through the debt to equity ratio.  This test indicates the Company’s ownership of 
creditors vs. owners/investors.  In addition, debt to equity ratio maintenance is a requirement set by 
creditors as a standard for extending credit.  Debt to equity ratio is computed by dividing the total liabilities 
over total stockholders equity (see Part II. Financial Condition for a detailed discussion). 

 

 

 

 

 

 

 

 

 

 

 

 

 



 14 

 

 

 

 

PART II--OTHER INFORMATION 

 

1. This interim financial report is in compliance with generally accepted accounting principles; 
2. The same accounting policies  and methods of computation  are followed in the  interim 

financial statements as compared with the most recent annual financial statements; 
3. The company’s operation is a continuous process.  It is not dependent on any cycle or 

season; 
4. A cash dividend was declared at the amount of Php 0.10 per common share paid on May 

28, 2007 to the holders of record of April 30, 2007. 
5. There were no subsequent  events that have not been reflected in the financial statements 

for the period that the company have knowledge of; 
6. There are no contingent accounts in the balance sheet of the corporation; 
7. Except for interest payments on loans, which the Company can fully service, the only 

commitment that would have a material impact on liquidity are construction guarantees.  
These are usually required from contractors in case of any damage / destruction to a 
completed project. 

8. Any known trends or any known demands, commitments, events or uncertainties that will 
result in or that will have a material impact on the registrant’s liquidity. - NONE 

9. The Company recognizes that the continuing slump in the property sector would keep both 
real estate sales and construction revenues moderate.  Nonetheless, the Group’s venture 
into middle-income housing development is expected to significantly contribute to 
revenues and income. 
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