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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 quarterly period ended June 2009

2. Commission identification number  A1998-18260

3. .BIR Tax ldentification No. 202-464-633-000

4. Exact name of issuer as specified in its charter FIRST GEN CORPORATICN
3. Province, country or other jurisdiction of incorporation or organization Philippines

8. Industry Classification Code: {SEC Use Only)

7. Address of issuer's principal office Postal Code
3™ Fioor Benpres Building, Exchange Road cor. Meralco Ave., Pasig City R
8. issuer's telephone number, including area code (632) 445-6400
9. Former name, former address and former fiscal year, if changed since last report N/A
10.Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA
Title of Each Class Number of Shares of Common Stock

Outstanding and Amount of Debt
Outstanding

o~ (as of August 10, 2009)
Common Stock 810,000,000 shares
Bonds Php £,000,000,000

11. Are any or all of the securities listed on a Stock Exchange?
Yes [X] No [ ]

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

The company’s common shares are listed with the Philippine Stock Exchange, inc., and its
US$260.0 million, 2.60% Convertible bonds due 2013 are listed with the Singapore

Exchange Securities Trading Limited.

12. Indicate by check mark whether the registrani;

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

Yes [X] No [ ]



{b) has been subject to such filing requirements for ithe past ninety (90} days.
Yes JX] No [ ]
PART I--FINANCIAL INFORMATION

ltem 1. Financial Statements.

Attached to this report as Annex “A” are the Corporation's unaudited consolidated financial statements
as of and for the periods ended June 30, 2009 and 2008;

item 2, Management's Discussion and Analysis of Financial Condition and Results of Operations.

First Gen Corporation is engaged in the business of power generation through the following operating
companies: (i) First Gas Power Corporation (FGPC) which operates the 1,000 MW Sania Rita power
plant; (ii) FGP Corp. (FGP) which operates the 500 MW San Lorenzo power plant; (i) Bauang Private
Power Corporation (BPPC) which constructed and operates the 225 MW Bauang power plant; (iv) First
Gen Hydro Power Corporation {(FG Hydro} which operates the 112 MW Pantabangan-Masiway
hydroelectric power plants; (v) FG Bukidnon Power Corporation (<G Bukidnon} which operates the 1.6
MW FG Bukidnon Power Plant; and (vi} Energy Development Corporation (EDC), with an aggregate
installed capacity of approximately 1,198.8 MW, of which 743.8 MW suppiies steam fo iis own power
plants, with the remaining 455.0 MW to NPC-owned power plants. First Gen's 40% economic interest in
EDC is held through Red Vulean Holdings Corporation {Red Vulcan), while its interest in FG Hydro is 40%
held directly, and 60% held indirectly through EDC.

The following discussion focuses on the resulis of operations of First Gen and its five (5) power
generating companies. As of June 30, 2008, First Gen's ownership interests in these operating
companies are indirectly held through intermediate hoiding companies, with the exception of FG Hydro
where First Gen directly holds a 40% interest.

*  First Gas Holdings Corporation (FGHC) was incorporated on February 3, 1895 as a holding company
for the development of gas-fired power plants and other non-power gas related businesses. The
company is 60% owned by First Gen and 40% owned by BG Consolidated Holdings {Philippines},
Inc. FGHC wholly owns FGPC, the project company of the 1,000 MW Santa Rita Fower Plant.

= Unified Holdings Corporation (UHC) was incorporated on March 30, 1999 as the hoiding company of
First Gen’s 60% equity share in FGP, the project company of the 500 MW San Lorenzo Power Piant.
First Gen owns 100% of UHC.

»  First Gen Renewables, Inc. (FGRI), formerly known as First Philippine Energy Corporation, was
established on November 29, 1978. It is tasked to develop prospects in the renewable energy
market. FGRI is fransforming itself from a mere supplier of products and systems to a service
provider in the countryside. Discussions with electric cooperatives for the possible supply of energy
in various provinces are ongoing. First Gen owns 100% of FGRI.

FG Bukidnon, a wholly-owned subsidiary of FGRI, was incorporated on February 8, 2005, Upon
conveyance by First Gen in October 2005, FG Bukidnon took over the operations and maintenance of
the FG Bukidnon Power Plant (FGBHPP). The run-of-river plant consists of two 800-kW turbine
generators that use water from the Agusan River to generate eleciricity. It is connected to the local
distribution grid of the Cagayan Electric Power & Light Company, Inc. (CEPALCO) via the distribution
line of the National Transmission Corporation (TransCo).

= Prime Terracota Holdings Corporation (Prime Terraceota) was incorporated.on Octeber 17, 2007 as

the holding company of Red Vulcan Holdings Corporation (Red Vuican). Red Vulcan was
incorporated on October &, 2007 as the holding company of 80% voting equity stake in EDC, which is
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involved in geothermal steam production and the power generation business, as weli as drilling and
consultancy services.

On November 22, 2007, First Gen, through Red Vulcan, was declared the winning bidder for
Philippine National Oil Company and EDC Retirement Fund's remaining shares in EDC, which
consisted of 6.0 biliion common shares and 7.5 billion preferred shares. Such common shares
represent 40% economic interest in EDC while the combined common and preferred shares
represent 60% of the voting righis in EDC. EDC is the Philippines’ largest producer of geothermal
energy, operafing 12 geothermal projects in 5 geothermal service contract areas where it is principally
involved in the following: (i) the production of geothermat steam for sale to the National Power
Corporation (NPC) pursuant to Steam Sales Agreements; and (i) the production of steam for delivery
to both EDC-owned and BOT Contractor-operated power plants which convert steam to electricity for
sale by EDC to NPC pursuant o Power Purchase Agreements. On October 15, 2008, First Gen’s
-Board of Directors (BOD) approved the sale of 60% of FG Hydro to EDC. The sale was completed
on November 17, 2008.

On May 12, 2009, Prime Terracota approved the issuance of Class “B” preferred shares at par value
to Lopez Inc. Retirement Fund (“LIRF”) and Quialex Realty Corporation (*QRC"}. Prime Terracota is
the effective 60% voting / 40% economic owner of Energy Development Corporation ("EDC") through
its subsidiary Red Vulcan. Prior fo its issuance of preferred shares to LIRF and QRC, Prime
Terracota was a wholly-owned subsidiary of First Gen Corporation {"First Gen"). With the issuance of
the preferred shares, First Gen's voiing interest in Prime Terracota is now reduced to 45%, with the
balance taken up by LIRF (40%) and QRC {(15%). This transaction has resulted in the
deconsaolidation of Prime Terracota, Red Vulcan, EDC and FG Hydro from First Gen's consolidated
financial siatemants as of June 30, 2008. Given this, the financials of Prime Terracota and its
subsidiaries namely: Red Vulcan, EDC and FG Hydro, were fully deconsolidated effective on the daie
when First Gen has lost its control. Thereafter, First Gen's invesiment in Prime Terracota shall be
accounted for using the equity method in the consolidated financial statements of First Gen since it
still retains significant influence over Prime Terracota through its 45%-voting interest.

First Gen Hydro Power Corp. (FG Hydro) was incorporated on March 13, 2006 as a wholly-owned
subsidiary of First Gen. On September 8, 2008, FG Hydro emerged as the winning bidder for the 100
MW Pantabangan and the 12 MW Masiway Hydroelectric Power Plants (PMHEPP). The 112 MW
PMHEPP was transferred to FG Hydro on November 18, 2008, representing the first major
generating asset of NPC to be successfully transferred to the private sector. The PMHEPP assets
that were transferred to FG Hydro include turbine runners, generators, generator buildings,
transformers, a water treatment plant, warehouse buildings, main electrical controls, traveling goliath
crane, among others. As indicated above, First Gen's BOD approved the sale of 60% of FG Hydro to
EDC. As a result of the divestment, First Gen's effective voting and economic inferests in FG Hydro
after the transaction are 67% and 64%, respectively.

The 100 MW Pantabangan power piant commenced operations in 1877 and consists of two 50 MW
generating units. The 12 MW Masiway power plant commenced operations in 1981 and consists of
one 12 MW operating unit, Both facilities are iocated in Pantabangan, Nueva Ecija Province Central
LLuzon, 180 kilometers north of Metro Manila.

First Private Power Corporation (FPPC) was established on November 27, 1992 primarily to engage
in power generation. FPPC is 40% owned by First Gen. FPPG currently owns a 93.25% interest in
BPPC. BPPC was incorporated on February 3, 1993, It operates the Bauang Power Plant in
Payccpoc Sur, Bauang, La Union, a 228 MW bunker-fired power plant which has a Build-Operate-
Transfer Agreement with NPC for a period of fifteen (15) years from July 25, 1895 until July 25, 2010.



A. FINANCIAL RESULTS FOR THE PERIODS ENDED JUNE 30, 2005 AND 2008

CONSOLIDATED (Unaudited)
{Amounts in USD thousands} 2009 2008
Income Statement Data {(As restated)
Revenues $530,736 $632,832
Income before income tax 349,335 $58,403
Net income attributable to Equity Holders of the
Parent $20,345 $20,713
As of and for the periods ended For the year ended
June 30 December 31
{Amounts in USD thousands) ‘ 2009 2008 2008
{Unaudited) {As restated) {Audited)
Balance Sheet Data
ASSETS
Total current assets - $374,509 $755,468 $665,541
Long-term receivables - net of current portion - 714,313 652,831
Investment in associates 825,238 39,312 20,958
Property, plant and equipment — net 585,250 764,282 736,262
Goodwill 9,086 1,018,508 962,854
Intangible assets 9,187 351,492 338,797
Deferred tax assets 9 60,188 71,794
Other noncurrent assets 239,917 193,734 248,840
Total Assets $2,043,196 : $3,897,308 $3,687,877

LIABILITIES AND EQUITY

Total current liabilities $207,202 $1,097 228 $996,508
Bonds payable 371,099 360,051 362,978
Long-term debt — net of current portion ] 724,076 965,289 1,073,285
Derivative liabilities — net of current portion 28.18¢9 4,566 59,861
Deferred payment facility with PSALM - net e
of current portion ' - 56,638 51,709
Retirement and other post-retirement liabiity 1,304 25,123 24,899
Deferred tax liabilities 23,833 40,439 30,036
Obligations to Gas Sellers — net of current 1
portion - 6,378 . i -
Qther noncurrent liabilities 90,366 20,819 ' 80,190
Total Liabilities 1,446,089 2,649,631 2,679,466
Equity attributable to Equity Helders of the ’
Parent 462,263 605,872 458,660
Minority Interests 134,834 641,805 559,751
Total Equity 597,097 1,247,677 1,018,411
Total Liabilities and Equity $2,043 196 $3,897,308 $3,697,877
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RESULTS OF OPERATIONS

June 2009 vs. June 2008 Resulis

CONSOLIDATED INCOME STATEMENT

Revenues

Based on the unaudited consolidated financial statements for the pericd ended June 30, 2009, First Gen's
revenues decreased by 16.1% or $102.1 million to $530.7 million in 2009 from $632.8 million during the
same period last year,

The decrease was due to the lower revenues from the sale of electricity by $98.3 million or 16.0% to
$517.0 million in 2008 from $615.3 million in 2008, which resulted from the lower fuel charges in the first
half of 2009, Fuel charges decreased by $95.7 million resulting from lower average gas prices and lower
dispaich of the gas plants. The average price of natural gas used by Santa Rita and San Lorenzo in 2009
at $9.07/GJ is 12.8% lower than the average price in 2008 of $10.40/GJ due mainly to the decling in oil
prices in the world market., Furthermore, lower electricity demand and the scheduled maintenance
outages in 2009 resulted to lower dispatch of the gas plants and lower fuel consumption in 2008.

Santa Rita and San Lorenzo posted a combined average capacity factor of 78.7% during the first half of
2009 versus an 85.0% capacity factor in the same period of 2008. This also resulied to lower variable
O&M charges during the period by 8.5% or $1.0 million. Capacity charges from Santa Rita and San
Lorenzo also decreased by $1.5 million due to a slightly lower Net Dependable Capacity (NDC) values as
a result of plant degradation. Average NDC values of Santa Rita and San Lorenzo for the first half of
2009 were 1,043.0 MW and 524.9 MW, respectively, while first half 2008 NDC values were 1,046.8 MW
and 531.6 MW, respectively.

Total revenue was further reduced by $9.8 million given the effect of the mark-to-market (MTM) gain on

derivative transactions recognized in the first half of 2008. Derivative gains or losses recognized during

the period pertain to MTM changes in the valuation of First Gen's convertible bonds. This decrease was
partially offset by higher interest income during the first haif of 2009 by $3.9 million.

Net Income

First Gen’s unaudited consolidated net income decreased by $16.0 miliion or 17.7% to $74.4 million in the
first half of 2009 from $80.4 million in the first half of 2008. The net income in 2009 consists of $30.0
million net income from continued operations and $44.4 million pertaining to the net income from January
to April 2009 of the recently deconsolidaied subsidiaries. The movements in the consclidated net income
resulted from the following major items:

= The Parent Company recoéhfzed an unrealized foreign exchange gain of $1.6 m‘illion fn 2009, which
is a reversal of the $9.3 million of unrealized foreign exchange loss recognized in 2008.

»  The Parent Company's interest expense and financing charges were lower by $4.5 million during the
first half of 2009 following its full paydown cf its short-term loans.

= The Parent Company's professional fees in 2009 were likewise lower by $3.0 million compared to
same period last year. Professional fees in 2008 include underwriting and legal fees associated with
loans arranged during that period.

r  Red Vulcan recognized jfower interest expense by $8.3 million in 2009 compared o last year as a
result of the principal paymenis made on its staple financing loan.

= %1.1 million increase in FGPC's net income was attributable to deferred income tax in 2009 that
resulted from the depreciation of the Philippine peso against the U.S. dollar.
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Equity in net earnings from Bauang increased by $0.6 million due to lower provision for income tax of
Bauang in 2009 with the adoption of the 40% Optional Standard Deduction (OSD) in calculating its
income tax.

The above faciors were partly offset by the foliowing:

EDC’s net income decreased by $15.0 million due fo increased costs from the steam augmentation
projects that were implemented in EDC’s Unified Leyie.

Of EDC’s net income in the first half of 2008, $7.9 million pertains to net income atiributable to
mincrity shareholders of EDC for the months of May to June 2009. After the deconsolidation, this
was not taken up in First Gen's statements of income for the first half of 2009

.FG Hydre's nat income decreased by $1.7 million due to lower prices in the Wholesale Electricity

Spot Market (WESM) and lower Irrigation Diversion Requirement (IDR) in the first half of 2009 as
compared to previous year.

Interest expense from UHC's R5.4-billion ($111.7 miifion) Corporaie Note facility issued in March
2002 amounted o $3.3 million during the first half of 2009.

FGPF's net income was lower by $3.1 million or 12.0% to $22.8 million in 2008 from $25.9 million in
2008 due to the expiry of its income tax holiday (ITH) effective March 2008 and higher fixed O&M
expense. Beginning January 2008, FGP ceased to capitalize a portion of the fixed O&M expense for
the spare parts that are expected o be replaced in the next major outage.

The Parent Company recognized a MTM loss on derivative fransactions from its Convertible bonds
amounting to $2.5 million, which is a reversal of 2008's MTM gain of $9.8 miliion.

Interest expense from Prime Terracota on its shori-term loans amounted o $1.7 million for 2008.

Of the $74.4 million consolidated net income for the first half of 2009, First Gen’s equity share in net
earnings for the period ended June 30, 2009 amounted to $20.3 million, 1.8% or $0.4 million lower than
the $20.7 million equity share in net earnings in 2008.

CONSOLIDATED BALANCE SHEET o

ASSETS

Major movements in the unaudited consclidated balance sheets of First Gen from June 30, 2008 to June
30, 2009 resulted in a net decrease of $1,854.1 million or 47.6% in First Gen Group’s consolidated total
assets. The net decrease is a resuli of the following: ‘

The deconsolidation of Prime Terracota and its subsidiaries, namely Red Vulcan, EDC and FG
Hydro, effective May 2009. This deconsolidation has resulted to the derecognition of the following
items:
- EDC’s concession receivables amounting to $755.3 million;
« Intangible assets of EDC and FG Hydro amounting to $291.6 million and $50.1 miltion,
respectivaly;
+ EDC’s and FG Hydro's accounis receivable amounting to $150.9 million and $2.8 million,
respectively;
EDC's and FG Hydro's property, plant, and equipment amounting to $43.5 million and
$87.6 million, respectively;
- EDC’s deferred tax assets amounting to $60.2 million;
+  EDC's land to be sold io the Philippine National Oil Company (PNOC) valued at $37.2
million; and
»  First Gen's recognized goodwill on its investment in EDC and FG Hydro amounting to
$1,009.4 million,
ElFage



»  Aside from the effect of the deconsolidation, property, plant, and equipment of FGPC and FGP
decreased by $47.8 million or 7.6% due to the depreciation expense recognized during the year,

= Continuous payment of Meralco on the Annual Deficiency totaling fo $41.3 million; and

»  FGPC's and FGP's trade receivables decreased by $36.0 million or 25.7% resuiting from lower
revenues during the period.

The above decreases were tempered by an increase in Investment in associates by $785.9 miillion
pertaining to the investment cost of the Parent Company in FG Hydro and Prime Terracota

LIABILITIES AND EQUITY

Totai liabilities decreased by 45.4% or $1,203.5 million to $1,446.1 million as of June 30, 2009 from
$2.649.6 million as of June 30, 2008 due to the following major movemenis:

r  As mentioned above, the deconsolidation of Prime Terracota and its subsidiaries resulted to the de-
recognition of the following:
. EDC's long-term debt amounting to $559.5 million;
. Red Vulcan's Staple financing amounting to $383.2 million;
. EDC's accounts payable ameunting to $67.4 million;
. FG Hydro's deferred payment facility with PSALM amounting to $64.7 million;
. EDC's royalty fees payable amounting to $41.8 million;
EDC's deferred tax iabilities amounting to $18.0 million

» In addition, total Loans payable likewise decreased by $410.1 miflion mainly due to the full payment
of short-ierm loans obtained at the Parent leve!,

» scheduled principal payment of FGP’s loans which amounts to $26.4 million;

« decrease in trade payables of FGPC and FGP by $29.1 million due to lower fuel expense during the
period; and

= scheduled payments of Annual Deficiency to the gas seliers of $36.8 million during the period;
The above items were partly offset by the following:
x . the issuance of corporate notes by UHC amounting to $109.0 million, net of debt issuance ciosts; and

» the increase in FGPC's long-term debt by $333.2 million, net of principal payments.made thereafter,
as a result of the $544.0 million refinancing that was execuied in November 2008;

Total equity decreased by 52.1% or $650.6 million to $597.1 million as of June 30, 2009 as compared to
$1.247.7 miliion as of June 30, 2008 mainly due to the decrease in minority interests by $507.0 million as
a result of the deconsolidation of Prime Terracota and its subsidiaries from First Gen and dividends paid
by FGPC and FGP to its minority shareholder. These decreases were partially offset by increased
retained earnings by $14.1 million from accumulated earnings of the Parent Company.
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First Gen Materiai Changes in Financial Condition (2009 vs. 2008)

Income Statement

Horizontal and Vertical Analyses of Material Changes for the periods ended June 30, 2008 vs

. 2008

{Amounts in USD thousands)

REVENUE

Saie of electricity $517,048 $615,332 | (%98,284) -16.0% 97.4% 97.2%
Interest 8,088 4,151 3,838 94.9% 1.5% 0.7%
Mark-to-market gain on derivatives - 9,750 (9,750 -100.0% 0.0% 1.5%
Equity in net earnings of associates 3,307 2,319 588 42.6% 0.6% 0.4%
Foreign exchange gain - net 275 - 275 0.0% 0.1% 0.0%
Others 2,017 1,280 737 57.6% 0.4% 0.2%
TOTAL REVENUES 530,736 632,832 (102,096} -16.1% 100.0% 100.0%
Fuel cost (348.434) (444,225) 95,791 -21.6% -65.7% -70.2%
Power plant operations & maintenance (22.867) (19,722) (3,145) 15.9% -4.3% -3.1%
Depreciation and amortization (26.,963) (27,032) 69 -0.3% -5.1% -4.3%
Staff costs (3,532) (8,355) 2,823 -44.4% -0.7% -1.0%
Dther administrative expenses (168,176) (19,033) 2,857 -15.0% -3.0% -3.0%

Sub-fotal (417,872} (5616,367) 08,385 -19.1% -78.8% -81.6%
Interest expense & financing charges (60,957} (48,426) (12,531) 25.8% -11.5% F.7%
Fareign exchange loss - net - (9,348) 9348 -100.0% 0.0% -1.5%
Mark-to-market loss on derivaiives (2,472} - (2,472} 0.0% -0.5% 0.0%
Other charges - (288) 288 -100.0% 0.0% 0.0%
Total (481,401} (574,429} 93,028 -16.2% -90.7% -80.8%
INCOME BEFORE INCOME TAX 49,335 58,403 {9,068) -15.5% 9.3% 9.2%
Provision for (benefit from } Income
Tax

Current 21,118 | #% 22,856 (1,738) -7.6% 4.0% 3.6%

Deferred {1,765) 7,300 {9,065) -124.2% -0.3% 1.2%

19,353 30,1586 (10,803} -35.8% 3.6% 4.8%

Net income from continuing operations 29,882 28,247 1,735 6.1% 5.6% |1 4.5%
Net income from discontinued )
opéerations 44,418 62,180 [ (17,772) -28,6%; 8.4% 9.8%
NET INCOME $74,400 $90,437 {516,037) -17.7% 14.0% 14.3%
Attributable to:
Equity holders of the Parent Company $20,345 $20,713 ($368) -1.8% 3.8% 3.3%
Minority Interests 554,085 $69,724 ($15,669) -22.5% 10.2% 11.0%

Reventes

Revenues decreased by 16.1% or $102.1 million to $530.7 million in the first half 2009 from $632.8
million during the same period in 2008. The decrease was due to the major movements in revenue items

as explained in detail below!

Revenue from sale of eiectricity

Revenuss from the sale of electricity decreased by $98.3 million or 16.0% to $517.0 million in 2009
from $615.3 million in 2008 as a result of lower fuel charges in the first half of 2009. Fuel charges
decreased by $95.7 million in 2009 to $347.8 million from $443.5 million in 2008 resulting from lower
gas prices and lower dispatch of the gas plants. The average price of natural gas used by Santa Rita
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and San Lorenze in 2009 at $9.07/GJ is 12.8% lower than the average price in 2008 of $10.40/GJ.
Furthermore, lower electricity demand and the scheduled maintenance cutages in 2009 resulted to
lower dispatch of the gas plants and lower fuel consumption in 2008.

Santa Rita and San L.orenzo posted a combined average capacity facior of 76.7% during the first half
of 2008 versus an 85.0% capacity factor in the same period of 2008, The decrease in plant dispatch
also resutted to Jower variable O&M charges during the period by 8.5% or $1.0 million. Capacity
chargas from Santa Rita and San Lorenzo also decreased by $1.5 million due to a slightly lower NDC
values as a result of plani degradation. Average NDC values of Santa Rita and San Lorenzo for the
first half of 2009 were 1,043.0 MW and 524.¢ MW, respectively, while first half 2008 NDC values
were 1,046.8 MW and 531.6 MW, respeciively.

Mark-to-market gain on derivatives

“The $9.8 million decrease in this account pertains to the absence of the MTM gain on derivative
transactions of First Gen Group that was recognized in the first half of 2008. In 2008, First Gen
Group recognized a MTM loss on derivative transactions of $2.5 million in 2009, which was included
under Costs and Expenses of the unaudited consolidated statemants of income.

Interest income

Interest income increased by 94.9% or $3.9 million to $8.1 million in 2009 from $4.2 million in 2008 as
a result of higher interest income of FGPC by $6.9 million due fo interests earned on shareholder
advances. This was parily offset by lower interest income on Annual Deficiency by $1.7 million due to
scheduled payments and lower interest income on cash from the Parent Company and FGP by $0.7
million and $0.5 million, respectively.

Equify in net earnings of associates
Equity in net earnings increasad by $1.0 million to $3.3 million in 2009 from $2.3 million in 2008 due
to the recognition of First Gen’s equity in the consolidated net earnings of Prime Terracota covering
the months of May and June 2009. Of the $3.3 million equity in net earnings in 2009, $5.3 million
pertains to EDC's nat income attribuiable to First Gen from May 2009 to June 2009, and $2.9 million
pertains io Bauang’s first half net income attributable to First Gen. These were tempered by interest
and adminisirative expenses of Red Vulcan and Prime Terracota from May 2009 to June 2009
amounting to $4.3 million and equity in net loss of FG Hydro from May 2009 to June 2009 of $0.6
millien.
Other revenues #
Other revenues increased by $0.7 million or 57 6% to $2.0 million due to consultancy fees received
py First Gen from EDC, which started in September 2008.
Costs and Operating Expenses k
Costs and operating expenses for the period ended June 30, 2009 posted a net decrease.of $98.4 million
or 19.1% to $418.0 million as compared to $516.4 million in 2008 as a result of the following movements:

Fuel cost

Fuel cost decreased by $95.8 million or 21.6% as compared to the same period in 2008 due to lower
gas prices in the first half of 2009 and lower dispaich of the gas plants in the same period resulting
from lower electricity demand and more scheduled maintenance outages.

Power plant operations and maintenance

Power plant operations and maintenance expenses increased by $3.2 million or 15.9% to $22.9
million in 2008 from $19.7 million in 2008 mainly due to increased fixed O&M expense for FGP in
2008 as compared to the previous year after FGP ceased capitalizing a portion of fixed O&M expense
for the spare parts that are expected to be replaced in the next major outage. Based on FGP’s
existing O&M agreement with Siemens Power Operations, the O&M operator it will no longer cover
the spare parts atter the plant has reached 50,000 EOH.
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Other administrative expenses

Other administrative expenses decreased by $2.9 mitiion: or 15.0% due to iower professional fees at
the Parent Company level in the first hatf of 2009, The higher professional fees of First Gen in 2008
pertain to underwriting fees and legal fees associated with the loans arranged during the previous
year.

Interest expense and financing charges

Interest expense and financing charges increased by $12.5 million or 25.9% to $61.0 million in the first
half of 2009 from $48.4 million in 2008. The increase was due to the refinancing of FGPC loans in
November 2008 and the issuance of UHC’s £5.4 hillion corporate notes, which increased interest and
financing expense by $15.5 million and $3.3 miflion, respectively. This increase was partially offset by a
decrease in interest expense from the Parent Company and FGP by $4.5 million and $2.1 milfion,
respectively, after principal payments were made during the period.

Foreign exchange loss — net

This account decreased by $9.3 million pertaining mostly to the foreign exchange loss of the Parent
Company that was recognized in the first half of 2008. In 2009, First Gen recognized a consolidated
foreign exchange gain of $0.3 million, which was classified under “Revenues” account in the unaudited
consolidated statements of income.

Mark-to-market (MTM) loss on derivatives

First Gen Group recognized a MTM loss on derivative transactions of $2.5 million in the first half of 2009
as compared to the MTM gain on derivative transactions of $9.8 million recognized in 2008, which was
included as part of “Revenues” in the unaudited consolidated statements of income. The derivative ioss
was due to the change in the fair value of First Gen's Convertible bonds,

Provision for (Benefit from) income Tax

First Gen Group recognized a provision for income tax of $19.4 million for the first half of 2009 as
compared to same period last year of $30.2 million. The $10.8 million decrease was primarily due to the
recognition of a benefit from deferred income tax of $1.8 million in 2009 as compared to the $7.3 million
provision that was recognized in 2008.

Net Income

First Gen’s unaudited consolidated net income decreased by $16.0 million or 17.7% to $74.4 miltion in the
first half of 2009 from $90.4 million in the first half of 2008. The netincome in 2009 consists of $30.0
million net income from continuad operations and-$44.4 million pertaining to the net income from January
to April 2008 of the recently deconsolidated subsidiaries. The movements in the consolidated net income
resufted from the following major items:

= The Parent Company recognized an unrealized foreign exchange gain of $1.6 million in 20019, which
is a reversal of the $9.3 million of unrealized foreign exchange foss recognized in 2008,

* The Parent Company’s interest expense and financing charges were lower by $4.5 million during the
first half of 2009 following its full paydown of its short-term loans.

* The Parent Company’s professional fees in 2009 were likewise lower by $3.0 million compared to
same period last year. Professional fees in 2008 include underwriting and legal fees associated with
toans arranged during that period,

* Red Vufcan recognized jower interest expense by $8.3 million in 2009 compared to last year as a
result of the principal paymenis made on its stapie financing loan.

= $1.1 million increase in [::GPC’S net income was attributable to deferred income tax in 20009 that
resulted from the depreciation of the Philippine peso against the U.S. dolfar.

»  Equity in net earnings from Bauang increased by $0.6 million due to lower provision for income tax of
Bauang in 2009 with the adoption of the 40% OSD in calculating its income tax.
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The above factors were partly ofiset by the following:

= EDC's net income decreased by $15.0 million due to increased costs from the steam augmentation
projects that were implemented in EDC’s Unified Leyte.

= Of EDC’s netincome in the first half of 2009, 7.9 million pertains to net income attributable to
minority shareholders of EDC for the months of May to June 2009. After the deconsolidation, this
was not taken up in First Gen's statements of income for the first half of 2008,

= FG Hydro's net income decreased by $1.7 million due to lower prices in the WESM and lower IDR in
the first half of 2009 as compared to previous year.

» Interest expense from UHC’s R5.4-billion ($111.7 millien) Corporate Note facility issued in March
2009 amounted to $3.3 million during the first half of 2009.

»  FGP's netincome was lower by $3.1 million or 12.0% to $22.8 million in 2009 from $25.9 miliion in
2008 due to the expiry of its ITH effective March 2009 and higher fixed O&M expense. Beginning
January 2009, FGP ceased to capitalize a portion of the fixed O&M expense for the spare parts that
are expected to be replaced in the next major outage.

»  The Parent Company recoghized a MTM loss on derivative transactions from its Convertible bonds
amounting to $2.5 million, which is a reversal of 2008's MTM gain of $8.8 million.

v Interest expense from Prime Terracota on its short-term loans amounted to $1.7 million for 2009.
Of the $74.4 million consolidated net income for the first half of 2008, First Gen's equity share in net
earnings for the period ended June 30, 2009 amounted to $20.3 million, 1.8% or $0.4 million lower than
the $20.7 million equity share in net earnings in 2008.

BALANCE SHEET

Horizontal and Vertical Analyses of Material Changes as of June 30, 2009 and 2008

increase (Decrease)

2008 vs, 2008

{Amounts in USD Thousands) Jun-09 Jun-08 Amount Yo Jun-09'  Jun-08
ASBETS . R

Current Assets :

Cash and cash equivalents $177,890 $187,877 ($9,987) -5.3% B.7% 4.8%
Receivabies 115,832 286,210 (180,378) -60.9% 5.7% 7.6%
Current portion of long-term receivables 10,503 - 92,766 (82,263) -88.7% 0.5% 2.4%
Dividend receivables - 5,222 {5,222} -100.0% 0.0% 0.1%
Avaitable for sale investments - 14,662 (14,662} -100.0% 0.0% 0.4%
inventories 40,825 82,236 (41,311) -50.2% 2.0% 2.1%
Other current assets 29,259 39,146 {9,887) -25.3% 1.4% 1.0%
Noncurrent asset held for saie - 37,250 (37,250} -100.0% 0.0% 1.0%
Total Current Assets ' 374,508 755,469 (380,960} ~50.4% 18.3% 19.4%
Noncurrent Assets

Long term receivables - net of current portion - 714,313 {714,313} -100.0% 0.0% 18.3%
Investment in associates 825,238 39,312 785,826 C1999.2% 40.4% 1.0%
Praperty, plant and equipment ~ net 585,250 764,292 (179,042) «23.4% 28.6% 19.8%
Goodwill 9,086 1,018,508 {1,009,422} -898.1% 0.4% 26.1%
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intangibie assets 9,187 351,492 {342,305) -97 4% 0.4% 9.0%

Deferred tax assets 9 60,188 (60,179} -100.0% 0.0% 1.5%
Qther noncurrent assets 239,917 193,734 46,183 23.8% 11.7% 5.0%
Total Noncurrent Assets 1,668,687 3,141,835 {1,473,152) -46.9% 81.7% 80.6%

TOTAL ASSETS $2,043,196 $3,897,308 ($1,854,112) 47 6% 100.0%  100.0%

LIABILITIES AND EQUITY
Current Liabilities

Loans payable 5 $410,050 ($410,050) -100.0% 0.0% 10.5%
Accounts payable and accrued expenses 140,859 227,902 {87,043) -38.2% 6.9% 5.8%
Income tax payable 3,616 - 27,850 (24,234} -87.0% 0.2% 0.7%
Due ta stackholders and affiliates 6,949 8,311 (1,362) -16.4% 0.3% 0.2%
Current portion of: ‘
Long-term debt 46,400 330,435 {284.035) -86.0% 2.3% 8.5%
Obligations to Gas Sellers 9,378 35,845 (27,467) -74.5% 0.5% 0.9%
Royalty fee payable - 41,826 (41,826) -100.0% 0.0% 1.1%
Deferred payment facility (OPF} with PSALM - - 8,025 (8,025) -100.0% 0.0% 0.2%
Obligations to power plant contractors - 4,825 (4,825) -100.0% 0.0% ¢.1%
Derivative lighilities — 1,159 {1,159) -100.0% 0.0% 0.0%
Total Current Liabiiities 207,202 1,087,228 {890,026) -81.1% 10.1% 28.2%
Noncurrent Liabilities .
Bonds payable 371,099 360,051 11,048 3.1% 18.2% 9.2%
l-ong-term debt - net of current portion 724 076 965,289 {241,213} -25.0% 35.4% 24.8%
Derivative liabilities - net of current portion 28,189 4,566 23,623 517.4% 1.4% 0.1%
DPF with PSALM - net of current portion — 56,638 {56,638) -100.0% 0.0% 1.5%
Ratirement and post-retirement liability 1,304 25,123 (23,819) -94.8% 0.1% 0.6%
Deferred tax liahilities 23,833 40,439 {16,608} -41.1% 1.2% 1.0%
Obligations to Gas Sellers - net of current portion - 4,378 {9,378) -100.0% 0.0% 0.2%
Other noncurrent liabilities - net of current portion 90,396 90,919 (523} -0.6% 4.4% 2.3%
Total Noncurrent Liahilities 1,238,897 1,552 403 {313,506} -20.2% 60.6% 39.8%
Equity Attributable to Equity Holders of the ~
Parent
Redeemable preferred stock 9,572 9,572 ' - 0.0% 0.5% 0.2%
Commeon stock 20,630 20,624 & 0.0% 1.0% 0.5%
Additienal paid-in capital 319,609 319,455 114 0.0% 1 5.6% 8.2%
Equity reserves (28,383) - (28,383} T00% 1.4% 0.0%
Cumulative translation adjustments {153,904) (24,688) (129,216} 523.4% -7.5% -0.6%
Accumulated unrealized gain in AFS investmenis 814 1,050 {236) -22.5% 0.0% 0.0%
Retained earnings 374,482 360,376 14,108 3.9% 18.3% 9.2%
Cost of preferred and common stock held in
treagury {80,557) (8€,657) - G.0% -3.9% -2.1%
462,263 605,872 {143,609) -23.7% 22.6% 15.5%
Minority Interests 134,834 641,805 {506,971) -79.0% 6.6% 16.5%
Total Equity 597,097 1,247,677 (650,580)  -52.1%  29.2%  32.0%
TOTAL LIABILITIES AND EQUITY $2,043,196 $3,897,308 ($1,854,112) -476% 100.0% 100.0%

Cash and cash equivalents

This accouni consists mainly of cash on hand and in banks. Cash eguivalents’include cash investments
with original maturities of less than three months. Cash and cash equivalents decreased by 5.3% ar
$10.0 million to $178.0 million as of June 30, 2009 as compared to $188.0 million as of June 30, 2008.
The decrease was due to the deconsolidation of cash and cash equivalents of EDC and FG Hydro as of
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June 30, 2008 amounting to $40.1 million and $4.9 million, respectively. These were parily offset by the
increase in cash from operating activities.

Receivables

Receivables decreased by 60.9% or $180.4 million to $115.8 million as of June 30, 2009 from $296.2
millien as of June 30, 2008 after the deconsolidation of EDC’s and FG Hydro's accounts receivables
amounting to $150.9 and $2.8 million, respectively. The decrease was also due fo the lower trade
receivables from FGPC and FGP by $36.0 million resuliing from lower fuel charges and lower dispatch
during the pericd.

Current portion of long-term receivables

The 88.7% or $82.3 million decrease in this account was due io the deconsolidation of EDC’s current
portion of concession receivables amounting to $51.5 million and the decrease in current portion of
receivables from Meralco on the Annual Deficiency amounting fo $30.8 million,

Available-for-sale {AFS) investments
The $14.7 million decrease in AFS investments was due to the deconsolidation of EDC as of June 2008.
This account previously inciuded EDC'’s investiments in dollar-denominated ROP bonds.

Inventories

The decrease in this account by 50.2% or $41.3 mllllon was due to the deconsolidation of EDC’s
inventory amounting to $36.1 million as of June 30, 2008 and the consumption of liquid fue! by the gas
plants, which reduced Equid fuel inventory by $5.2 miltion.

Other current assets

The net decrease in other current assets by 25.3% or $9.9 million was primarily due {o the
deconsolidation of EDC's current assets amounting to $6.4 million and the application of prepaid taxes
against various taxes which totals to $5.3 million.

Noncurrent assets held for sale

This account pertains to the iand owned by EDC in Fort Bonifacio to be sold to the Philippine National il
Company (PNOC). The $37.3 million balance as of June 2008 was deconsolidated in the June 2009
consolidated balance sheet of First Gen.

Long-term receivabies — net of current portion

This account decreased by 100.0% or $714.3 million resulting from the deconsolidation of EDC’s
concession receivables amounting to $703.8 million in June 2008 and the reclassification to current
portion of receivables from Meralco refated to the Annual Deficiency amounting to $10.5 million.
Investment in associates 1

The $785.9-millicn increase in this account pertains to the investment cost of the Parent-Company in FG
Hydro and Prime Terracota, which are now recognized as investments after the decansolidation.

Property, plant, and equipment - net

This account decreased by 23.4% or $178.0 million mainly due to the deconsolidation of FG Hydro's and
EDC’s property, plant, and equipmeni amounting to $87.6 million and $43.5 million in 2008, respectively.
The decrease in the gas plants’ property, plant, and equipment by $47.8 million due to depreciation
expenses also contributed to the decrease in this account.

Goodwill

The 99.1% or $1,009.4 million decrease in this account pertains io the recognized goodwill in relation to
the acquisition of FG Hydro‘and EDC, which were no lenger taken up in June 2009 after the
deconsolidation.

Intangible asseis - net
This account decreased by 97.4% or $342.3 million to §9.2 million as a resuit of the deconsolidation of
EDC's and FG Hydro's intangible assets amounting to $291.6 and $50.1 million, respectively.
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Deferred tax assets
This account decreased by $60.2 million as a resulf of the deconsoclidation of EDC's deferred tax assets.

Other noncurrent assets

This account increased by 23.8% or $46.2 millicn due to the advances made by FGPC io its minority
shareholder amounting to $88.8 million. In addition, capitalized O&M fees for Santa Rita and San Lorenzo
totaling to $19.6 million were included in this account. These were partially offset by the deconsolidation
of EDC's noncurrent assets amounting to $68.5 million as of Jung 30, 2008,

Loans payable
This account decreased by 100.0% or $410.1 million mainly due to the full payment of shoit-term loans at
the Parent Company level.

Accounts payable

This account decreased by 38.2% or $87.0 million due to the deconsolidation of EDC’s §67.4 million
payables as of June 30, 2008 and lower trade payables of FGPC and FGP by $29.1 million as a result of
lower fuel expenses in 2009. These were partially offset by the $9.4 million accrued cost related to FGP's
fuel importation.

Income fax payable

Income tax payable decreased by 87.0% or $24. 2 million resuiting from the deconsolidation of EDC's
income taxes payable amounting to $16.6 million and lower taxes payable of FGPC by $9.3 million due to
iower tax provision in the first half of 2009.

Due to stockholders and affiliates
This account decreased by 16.4% or $1.4 million to $6.9 million in 2009 due o payment of advances
during the period.

Current portion of long-term debt

This account decreased by 86.0% or $284.0 million due to the deconsolidation of EDC's current portion of
torg-term debt of $271.0 million as of June 30, 2008, and the $14.4 million decrease in FGPC’s current
portion of long-term debt after its scheduled principal paymants. These were partially offset by the
recognition of the current portion of UHC's loan amounting to $1.2 million.

Current portion of obligations to gas sellers

The 74.5% or $27.5 million decrease in this accouiit pertains to the payments made to the gas seliers on
the Payment Deferral Agreemenis (PDA), net of the reclassification of current maturing obligations from
long-term portion.

Current portion of royalty fee payable !

The $41.8 millien decrease pertams to the current portion of EDC's royalty fee payabie as.of June 30,
2008, which was deconsolidated in the June 30, 2009 consolidated balance sheet' of First Gen.

Current portion of lability to PSALM
The $8.0 million decrease pertains to the current portion of FG Hydro's long-term debt with PSALM as of
June 30, 2008, which was deconsolidated in the June 30, 2009 consolidated balance sheet of First Gen.

Current portion of obligations to power plant contractors
The $4.8 million decrease pertains to the current portion of EDC’s obligations to its BOT contractor as of
June 30, 2008, which was deconsolidated in the June 30, 2009 consolidated balance sheet of First Gen.

Long-term debt — net of carrent portion

This account decreased by 25.0% or $241.2 million mainly as a resuit of the deconsolidation of EDC’s
and Red Vulcan's loans which amounts to $288.5 million and $383.2 million, respectively as of June 30,
2008. Also coniributed to the decrease was the $25.0 million reduction in FGP's long-term debt due to its
scheduled amortization and the reclassification of FGP's current maturing obligations.
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The above decreases were partly offset by the net increase in FGPC's loans by $47.6 million after its
$544.0 million refinancing in November 2008 and the R5.4 billion ($111.7 million) three-year corporate
noies issued by UHC in March 2008

Derivative liabilities — net of current portion
This account increased by $23.6 miliion due mainly to the recognition of FGPC’s derivative liability
amounting to $22.7 million in relation to the hedged portion of the loans availed in November 2008,

Deferred Payment Facility with PSALM - net of current portion

The $56.6 million decrease pertains to the non-current portion of FG Hydro's long-term debt with PSALM
as of June 30, 2008, which was deccnsolidated in the June 30, 200¢ consolidated balance sheet of First
Gen.

Retirement and other post-retirement liability
The 84.8% or $23.8 million decrease was due fo the deconsclidation of EDC's retirement and other post-
retirement liability account in June 2009.

Deferred tax hiabilities - net

The decrease of 41.1% or $16.6 million was due fo the deconsoiidation of EDC's deferred tax liability
amounting to $18.0 million as of June 30, 2008. This was partiy offset by the $1.8 million increase in
FGPC's deferred tax liability pasition as a result of the depreciation of the Philippine peso against the U.S.
doltar {from B44.900 as of June 30, 2008 to R48.130 as of June 30, 2009),

Obligations to gas sellers — net of current portion
This account decreased by $9.4 million following the reclassification of the current maturing payables to
the gas sellers reiaied to the PDA.

Equity reserves
The $28.4 million of equity reserves resulied from First Gen’s divestment of its investment in FG Hydro
effective November 2008.

Cumulative translation adjustmenis

The $129.2 million movement in this account resulted from the translation of Philippine-peso denominated
balances of First Gen's subsidiaries and associates whose functional currency remains in Philippine peso
and the rovements in the effective portion of the changes in fair values of the hedging instruments of
FGPC and FGP during the period. ;

Accumulated unrealized gain in AFS investments
The $0.2 million decrease pertains to the movement in EDC's accumulated unrealized gain in AFS
investments as of June 30, 2009,

Retained earnings '
First Gen's retained earnings increased by 3.9% or $14.1 million pertaining to the earnings accumulated
from June 30, 2008 to June 30, 2009,

Minority interests

Minority interests decreased by 79.0% or $507.0 million as a result of the deconsolidation of EDC and FG
Hydro from First Gen’s consolidated balance sheet.
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First Gen Material Changes in Financial Condition (June 2009 vs. December 2008)

BALANCE SHEET

Horizontal and Vertical Analyses of Material Changes as of June 30, 2009 and December 31, 2008

Increase [(Decrease)

2009 vs. 2008

{Amounts in USD Thousands) Jun-09 Dec-08 Amount % Jun-08  Deg¢-08
(Audited)
ASSETS
Current Assets
Cash and cash eguivalents $177,990 $229.647 ($51,657) -22.5% 8.7% 6.2%
Receivables 115,832 176,815 {60,983) -34.5% 5.7% 4.8%
Current portion of long-term receivables 10,503 66,181 (57,678} -84.6% 0.5% 1.8%
Awvailable for sale investmentis - 14,194 (14,194} -100.0% 0.0% 0.4%
Inveniories 40,925 76,206 {35,281}  -46.3% 2.0% 2.1%
Derivative assets - 12,923 {12,923) -100.0% 0.0% 0.3%
Other current assets 29,259 49,508 {20,2489) -40.9% 1.4% 1.3%
Noncurrent asset held for sale - 38,067 (38,067) -100.0% 0.0% 1.0%
Total Current Assets 374,509 665,541 {2981,032) -43.7% 18.3% 18.0%
Noncurrent Assets o
Long-term receivables - net of cumrent portion = 652,831 {652,831) -100.0% 0.0% 17.7%
Investment in associates 825,238 20,958 804,280 3837.6% 40.4% 2.6%
Property, plant and equipment - net 585,250 736,262 {151,012) -20.5% 28.6% 19.9%
Goodwill 9,086 962,854 {953,768) -99.1% 0.4% 26.0%
Intangible assets 8,187 338,797 {329,610) -97.3% 0.4% 9.2%
Deferred tax assels 9 71,794 {(71,788) -100.0% 0.0% 1.9%
Other noncusrent assets - net 239,917 248,840 {8,923) -3.6% 11.7% 6.7%
Total Noncurrent Assets 1,668,687 3,032,336 {1,363,649} -45.0% B81.7% 82.0%
TOTAL ASSETS $2,0'43,196 $3,697,877 ($1,654,681) -44.7% 100.86%  100.0%
LIABILITIES AND EQUITY 1
Current Liabilities . » )
Loans payable $— $200,461  (5200,461) ' -100.0%  0.0%  5.4%
Accounts payable and accrued expenses 140,859 183,755 (42,896) -23.3% 6.9% 50%
Income tax payable 3,616 1,836 1,780 86.9% 0.2% 0.0%
Due to stockholders and affiiiates 6,849 7,056 (107) -1.5% 0.3% 0.2%
Current portion of:
Long-term debt 46,400 518,101 (471,701) -81.0% 2.3% 14.0%
Obligations to Gas Seliers 9,378 36,696 (27,318) -74.4% 0.5% 1.0%
Royalty fee payable - 35,528 (35,528) -100.0% 0.0% 1.0%
Deferred payment facility (DPF) with PSALM - 9,579 (9,579} -100.0% 0.0% 0.3%
O#nligations to power plant contraciors - 2,354 {2,354} -300.0% 0.0% 0.1%
Derivative liahilities - 1,142 (1,142} -100.0% 0.0% 0.0%
Totai Current Liabilities 207,202 896,508 {588,845) -59.1% 10.1% 26.9%
Nongurrent Liabilities '
Bonds payable 371,099 362,978 8,21 2.2% 18.2% 9.8%
Long-term debt - net of current portion 724,076 1,073,285 {349,209) -32.5% 354% 28.0%
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Derivative liabilities - net of current portion 28,189 59,861 (31,672} -52.9% 1.4% 1.8%
Defetred payment facility with PSALM - net of
current portion - 51,708 {51,709) -100.0% 0.0% 1.4%
Retirement and post-retirement fiability 1,304 24,899 {23,595) -94.8% 0.1% 0.7%
Deferred tax iiabilities 23,833 30,036 (6,203) -20.7% 1.2% 0.8%
Other noncurrent liabilities - net of current portion 90,396 80,190 10,206 12.7% 4.4% 2.2%
Total Noncurrent Liabilitiss 1,238,897 7,682,658 {452,182) -26.9% 60.6% 45.5%
Equity Attributable to Equity Holders of the
Parent
Redeemable preferred stock 9,572 9,572 - 0.0% 0.5% 0.3%
Commeon stock 20,630 20,624 5] 0.0% 1.0% 0.6%
Additional paid-in capital 219,609 319,530 79 0.0% 15.6% 8.6%
Eﬁuity reserves {28,283) (28,383) - 0.0% -1.4% -0.8%
Cumulative translation adjustments {153,504} {136,645} (17,259) 12.6% ~7.5% -3.7%
Accumulated unrealized gain in AFS investments 814 382 432 113.1% 0.0% 0.0%
Retained earnings 374,482 354 137 20,345 5.7% 18.3% 0.6%
Cost of preferred and common stock held in '
treasury {80,557) (80,557) - 0.0% -3.8% -2.2%
462,263 458,660 3,603 0.8% 22.68% 12.4%
Minaority Interests 134,834 559,751 {424,917) -75.9% 68.6% 15.1%
Total Equity 597,097 1.018.41% (421,314} -41.4% 29.2% 27.5%
TOTAL LIABILITIES AND EQUITY $2,043,196 $3,697,877 {$1,654,681) -44 7% 100.0%  100.0%

Cash and cash equivalents

The 22.5% or $51.7 million decrease was due to the deconsolidation of EDC’s and FG Hydro's cash
balances amounting tc $16.3 miflion and $3.9 million, respectively and the dividend payment of FGPC

during the period.

Receivables

The 34.5% or $61.0 million decrease was due to the deconsolidation of EDC’s accounts receivable

amounting to $113.4 million partly offset by higher trade receivables of FGPC and FGP by $43.2 million.
The higher receivables from FGPC and FGP was due o the lower than normal frade receivables in
December 2008 as a result of Meralco’s early payrhent during that period and the usage of previously
paid banked gas in operations during the latter part of 2008,

Current portion of long-term receivables

The 84.6% or $57.7 million decrease in this account was due to the deconsolidation of EDC’s clrrent
portion of long-term receivables amounting to $38.9 million as of December 31, 2008 and the decrease in
recetvables from Meralco on the Annual Deficiency by $18.8 million following payments made by Meralco.
These decreases were partly offset by the rectassification of current maturing portion to this account.

AFS investments
The $14.2 million decrease pertains to EDC's AFS investments as of December 31, 2008, which was
deconsolidated in the June 2009 consolidated balance sheet of First Gen.

inventories

The 46.3% or $35.3 million decrease in inventories was due fo the deconsolidation of EDC's inventories
ameounting to $32.2 million as of December 31, 2008 and the use of liquid fuel by the gas plants during
the period which resulied from the gas sellers’ inability to deliver natural gas due to a problem with their
onshore gas plant. This gas curtailment friggered Sanfa Rita fo run one (1) unit using liquid fuel fo mest
the dispatch requirements of Meralco.

Derivative assets
The $12.9 milliocn decrease pertains to EDC's derivative assets as of December 31, 2008, which was
decansolidated in the June 30, 2009 consolidated balance sheet of First Gen.
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Other current assets

The 40.9% or $20.2 million decrease in other current assets was due to the deconsolidation of EDC's
other current assets amounting to $12.6 million as of December 31, 2008, the $4.8 million decrease in
prepaid taxes following the usage of tax credit certificates by FGPC, and the $1.7 million decrease in
advances to a minority shareholder. '

Noncurrent assets held for sale

This account pertains to the land owned by EDC in Fost Bonifacio to be sold to the PNOC. The $38.1
million balance as of December 31, 2008 was deconsolidated in {he June 2008 consolidated balance
sheet of First Gen.

Long-term receivables — net of current portion
The $652.8 million decrease in this account relate to EDC's long-term receivables as of December 31,
2008, which was deccnsolidated in the June 30, 2008 consolidaied balance sheet of First Gen.

Investment in associates
The $804.3 million increase in this account pertains io the investment cost of the Parent Company in FG
Hydre and Prime Terracota, which are now recognized as investments after the deconsolidation.

Property, plant, and equipment — net

This account decreased by 20.5% or $151.0 million mainly due to the deconsclidation of FG Hydre's and
EDC's property, plant, and equipment amounting to $87.2 million and $40.2 million as of December 31,
2008, respectively. The decrease in the gas plants’ properiy, plant, and equipment by $23.5 million due to
depreciation expenses also contributed to the decrease in this account.

Goodwill

The 99.1% or $953.8 miifion decrease in this account pertains to the recognized goodwill in relation to the
acquisition of FG Hydro and EDC, which were no longer taken up as of June 2009 after the
deconsolidation.

Intangible assets - net

This account decreased by 87.3% or $328.6 million to $9.2 million mainly as a result of the
deconsolidation of EDC's and FG Hydro's intangible assets amounting to $291.6 and $50.1 milhion,
respectively. )

Deferred tax assets

This account decreased by $71.8 million as a resuit of the deconsolidation of EDC’s deferred tax assets.
Loans payabile :

This account decreased by $200.5 miftion after the full payment of First Gen's $11.9:4 million short-term
loans and the deconsolidation of EDC'’s and Prime Terracota’s short-term loans amounting to $42.1
miltion and $38.9 million, respectivaly.

Accounts payable and accrued expenses

The 23.3% or $42.9 million decrease was due to the deconsolidation of EDC's accounts payable
amounting to $57.6 million as of December 31, 2008 partly offset by the higher trade payables of FGPC
and FGP by $14 .4 million as of June 30, 2009. Trade payables of the gas plants were lower in 2008
since previously paid banked gas was used in operations during that period at ho cost to FGPC and FGP.

income tax payable

The $1.8 million increase in‘this account was due io the $3.6 million accrual of FGPC’s and FGF’s income
tax liability for the current period, though partly offset by the deconsolidation of EDC's income tax liability
of $1.8 million.

Current port‘ron‘ of long-term debt

This account decreased by 91.0% or $471.7 million due to the deconsolidation of EDC’s and Red

Vulcan's current portion of long-term debt amounting to $173.5 million and $291.7 miliion, respectiveiy.
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Furthermore, FGPC's current portion of long-term debt decreased by $7.8 million after its scheduled
principal payment, net of the reclassification of its current maturing cbligations.

Current portion of obligations o gas sellers
The 74.4% or $27.3 million decrease in this account pertains te scheduled payments of the gas take-or-
pay obligations io the gas sellers.

Current portion of royalty fee payable
The $35.5 million decrease pertains to the current portion of EDC's royalty fee payable as of December
31, 2008, which was deconsolidated in the June 30, 2009 consolidated balance sheet of First Gen.

Current portion of liability fo PSALM

The $8.6 million decrease pertains to the current pertion of FG Hydro's leng-term debt with PSALM as of
December 31, 2008, which was deconsolidated in the June 30, 2009 consaolidated balance sheet of First
Gen.

Current portion of obligations to power plant contractors

The $2.4 million decrease pertains to the current portion of EDC's obligations to its BOT contractor as of
December 31, 2008, which was deconsolidated in the June 30, 2009 consolidated balance sheet of First
Gen. _

Long-term debt — net of current portion

This account decreased by 32.5% or $349.2 million mainly as a result of the deconsolidation of EDC's
loans amounting to $439.4 million as of December 31, 2008. Also contribuiing to the decrease was the
reduction of long-term debt of FGPC and FGP by $5.1 million and $12.5 million, respectively, due to its
scheduled amortization and the recfassification of the current maturing obligations.

The above decreases were partly offset by the 25 4 billion ($111.7 million) three-year corporate notes
issued by UHC in March 2009.

Derivative liabilities — net of current portion
The 52.9% or $31.7 million decrease peartains to the movement in the fair value of FGPC's derivative
transactions in refation to the hedged portion of the toans availed in November 2008.

Deferred Payment Facility with PSALM — net of current portion

The $51.7 million decrease pertains to the noncurrént portion of FG Hydro's long-term debt with PSALM
as of December 31, 2008, which was deconsolidated in the June 30, 2009 consolidated balance sheet of
First Gen.

Retirement and other post-retirement liability ’

The 94.8% or $23.6 miliion decrease was due to the deconsolidation of EDC's retlrernent and other post-
retirement liability account in June 2009.

Beferred tax liabilities — net

The decrease of 20.7% or $6.2 million was due mainly to the deconsolidation of EDC's deferred tax
iiability amounting to $14.4 million as of December 31, 2008. This was partly offset by the $2.2 million
increase in FGPC's deferred tax liability position as a result of the depreciation of the Philippine peso
against the U.S. dollar (from RP47.520 as of December 31, 2008 to R48.130 as of June 30, 2009).

Other noncurrent liabilifies

The 12.7% or $10.2 million increase in this account was primarily due to the recognition of $16.8 million
additional unearned revenues of FGPC and FGP pertaining to scheduled principal payments of the gas
take-or-pay obligations. This was partly offset by the deconsolidation of EDC's other liabilities as of
December 31, 2008 amounting to $6.8 million.

Cumulative transiation adjustments

This account increased by 12.6% or $17.3 million as a result of the translation of Philippine-peso

denominated balances of First Gen's subsidiaries and associates whose functional currency remains in
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Philippine peso and the movements in the effective portion of the changes in fair values of the hedging
instruments of FGPC and FGP during the period.

Accumulated unrealized gain in AFS investments
The $0.4 million increase pertains o the movement in EDC's accumulated unrealized gain in AFS
invesiments as of June 30, 2008.

Retained earnings
First Gen's retained earnings increased by 5.7% or $20.3 million pertaining to the earnings accumulated
from December 31, 2008 to June 30, 2009.

Minority interests
Minority interesis decreased by 75.9% or $424.9 million as a result of the deconsolidation of EDC and FG
Hydro from First Gen's consolidated balance sheet as of June 2009,

DISCUSSION COF MAJOR SUBSIDIARIES AND ASSOCIATES

FGPC

As of and for the periods ended

June 30

. 2009 2008

(in USD thousands) (Unaudited) (Unaudited)
Revenues 347 978 405,691
Operating income 76,504 72,474
Net income 35,445 34 344
Total assets 812,024 712,120
Debt — net of debt issuance costs 509,810 176,567
Other liabilities 210,477 225,232
Total equity 191,737 310,321

June 2009 vs. June 2008 Resulis

FGPC's revenues for 2009 decreased to $348.0 miliion or 14.2% lower than same period last year's
$405.7 million due to lower plant dispatch of 76.5% as compared fo last year's 84.0% coupled with lower
fuel charges resuliing from lower average fuel prices of $9.07/GJ as compared o last year 5 $10.34/GJ.
Lower average NDC values as compared to lasi year further added to the negative variance (from
1,046.8 MW in 2008 to 1,043.4 MW in 2009) due to expecied plant degradation.

Correspondingly, operating costs likewise decreased due fo Iower plant dispaich and loWér average NDC
values. Operating income increased by $4.0 million mainly due to interest income earned on advances to
shareholders.

Interest expense for 2009 was higher by $15.5 million primarily due to higher outstanding long-term debt
in 2009 brought about by the Santa Rita refinancing which was concluded in November 2008.

Benefit from deferred income tax amounted to $0.9 million during the period, which was $6.3 million
higher than last year's provision of $5.4 million due mainly to the depreciation of the Philippine peso
against the U.S. Dollar. This increase in provision for deferred income tax was partially offset by lower
provision for current incomea tax of $16.3 million in 2008 as compared o $22.6 million in 2008. Overal),
FGPC posted a net income of $35.4 million in the pericd ended June 2009.

ASSETS

FGPC's total assets as of June 2009 stood at $912.0 million, about 28.1% or $188.9 millicn higher as
compared to last year's $712.1 million due to the upstreamed portion of the loan proceeds from FGPC's
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debt refinancing which was taken up as Advances to shareholders. This was partially offset by
distribution of cash dividends, depreciation and amortization charges for the period, application of prepaid
taxes against various tax payments and consumption of liguid fuel.

LIABILITIES AND EQUITY

FGPC's total liabilities as of June 2009 amounied to $720.3 million, higher by $318.5 million as compared
to $401.8 million in June 2008 due to:

» New loans availed by Santa Riia through its debt refinancing with an incremental effect of $500.0
million. Some proceeds of the loan were used to prepay all of its outstanding debt except the KIW
facility.

« - Derivative liability arising from the mark-to-market valuation of the interest rate swap of the Company
amounting to $22.7 million. Such interest rate swap agreement was eniered into in November 2008
to hedge the possible risk on the variable interest rate payments of the refinanced loan.

» Higher accrued interest payable brought about by the increase in jong-term debt, as discussed
above.

These increases were partially oiffset by a decrease in gas take-or-pay liabilities 1o the gas sellers brought
about by the scheduled payments of principal and interest portion during the period.

Total equity as of June 2009 was lower by 38.25% or $118.6 million as compared to the June 2008 level.
The decrease in equity resulted from higher declared cash dividends and the recognition of cumulative
translation adjustments pertaining to the hedging aciivity.

FGP Corp.

As of and for the periods ended

June 30
. 2009 2008
(in USD thousands) (Unaudited) | (Unaudited)
Revenues . . 176,595 213,438
Operating income 33,269 37,510
Net income i 22,834 25,844
Total assefs 394,420 423,789
Debt — net of debt issuance costs 151,637 176,466

Other liabilities 85,037 82,8241

Total equity 157,746 - 164,489

June 2009 vs. June 2008 Results

Total revenues for the period ended June 30, 2009 posted a 17.3% or $36.8 miliion decrease to $176.6
million from last year's $213.4 million. The decrease in revenue is primarily attributable to lower average
NDC levels {from 531.6 MW in 2008 o 524.9 MW in 2009 due to expected plant degradation); lower
average plant dispatch from 86.8% in 2008 o 80.9% in 2009; and decrease in average gas prices from
$10.58/GJ in 2008 to $2.07/GJ in 2009,

Correspondingly, operating income decreased by $4.2 million as compared to last years $37.5 million
due to the decrease in average NDC levels and plant dispatch during the period. The cessation of
capitalizing a portion of fixed O&M fees pertaining to the spare parts that are expected {o be replaced in
the next major outage has caused O&M expense in 2009 io be higher as compared to same period last
year. ",

The 12.0% or $3.1 million decrease in net income to $22.8 million in 2009 from last year's $25.9 million
was primarily brought about by the decrease in average NDC and plant dispatch levels. These
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decreases were exacerbated by the recognition of current income tax following the expiry of FGP's
income tax holiday — which makes FGP already subject to the regular corporate income tax beginning
March 2008.

ASSETS

FGP’s tota! assets as of June 2009 stood at $394 .4 million, about 6.9% lower than last year's level of
$423.8 million dus to;
¢ higher payment of cash dividends in 2009;
» full recovery of Annual deficiencies relaied to the Construction Delay Insurance Proceeds (CDIP};
» scheduled payments of the gas-take-or pay receivables from Meralco,
» one-year depreciation and amortization of fixed assets and pipeline rights; and
+ application of prepaid taxes against the 2008 and 2009 Qutput VAT payables.

LIABILITIES AND EQUITY

As of June 2009, total liabilities decreased by 8.7% to $236.7 million from last year's $259.3 million. The
continuous pay down of San Lorenzo's debt and scheduled payments in the gas-take-or-pay payables to
gas sellers resulted in a reduction of FGP's liabilities.

Total equity decreased by 4.1% or $6.7 million to $157.7 million in 2009 as compared to $164.5 million in
2008. The decrease in equity was brought about by higher paymentis of cash dividends coupled by lower
net income for the pericd.

FG Bukidnon

As of and for the periods ended

June 30

. 2009 2008

{in PHP thousands) (Unaudited) (Unaudited)
Operating revenues 20,814 19,188
Operating income 10,033 8,889
Net income 7,425 5,724
Total assets 138,102 125,314
Total current liabilities ¢ 7.224 8,650
Other liabilities 7,235 6,207
Total equity 123,643 110,457

1

FG Bukidnon's revenues, operating income and net income for the first half of 2009 increased compared
to the same period of 2008 due to relatively higher plant dispatch, minimai plant oltages and better level
of water supply.

Total assets as of June 30, 2009 increased due fo accumulation of cash from operations.

Total liabilities as of June 30, 2009 slighily decreased due to lower payables to suppliers, partially offset
by accrual of asset retirement cbligation and the set-up of retirement liability.

Toial equity likewise increased mainly due to the net income earned during the period.

EDC (through Red Vulcan)

On October 5, 2007, First Gen incorporated Red Vulcan as a wholly-owned subsidiary. On November 22,
2007, Red Vulcan was declared the winning bidder for Philippine National Cil Company and EDC
Retirement Fund’s remaining interests in EDC, which consisted of 6.0 billion common shares and 7.5
billion preferred shares. Such common shares represent 40% economic interest in EDC while the
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combined commeon shares and preferred shares represent 0% of the voting rights in EDC. Red Vulcan
paid the full purchase price of B58.5 billion on November 29, 2007 {Acquisition Date).

Following is the condensed parent company financia!l information of EDC:

As of and for the periods ended
' June 30

20090 2008

{In PHP millions) (Unaudited) {Unaudited)
Revenues 9,965 4 8,749.9
fForeign exchange gains {losses) 1,187.8 {3,715.3)
Income before income tax 3,913.0 34108
Net income 2,459 .1 2,314.8
Total current assets 11,728.5 14 472 4
Total noncurrent assets 54,090.0 50,257.7
Total current liabilities 10,727.8 12,832.5
Total noncurrent liabilities 14,5842 19,614.0
Total equity 31,5085 32,2833

EDC's parent company iotal assets as of June-- 30, 2009 of R65818.5 million was 1.7% or B1,088.7
million higher than the June 30, 2008 level of #64,729.8 million.

EDC's parent company net income for the period increased by 6.2% to 22,459.1 million as compared to
£2,314.8 million as of June 2008. Total revenues for the period ended June 30, 2009 was higher by
£1,215.5 million in comparisan to same period last year's 28,749.9 million primarily due to increased
inflation indices for the steam and electricity by R20.1088/kWh and B0.2696/kWh, respectively and an - -
increase in revenue from the drilling services rendered in Lihir, Papua New Guinea by £55.8 million.

During the period, there was an increase in operating expenses for the implementation of sieam
augmentation projects in various steam fields, maintenance of field facilities, work-over of geothermal
wells and an increase in interest expense and financing charges mainly due to the availment of the IFC
loan in January 2009 and other short-term loans. The net income for the period includes the effect of
unrealized foreign exchange gains of 2798.8 miliion from the translation to Philippine peso of the
Japanese Yen and U.S. dollar-denominated loans using the June 30, 2009 closing rates as compared to

same period last year's unrealized foreign exchande loss of R3,269.3 million.

FG Hydro
June 2009 vs. June 2008 Results - !
As of and for the periods ended
June 30
. 2008
(in PHP thousands) (Unaudl?t%czg (Unaudited)
Operating revenues 747,126 927,139
Operating income 487,109 608,141
Net income 225,823 290,708
Total current assets 320,873 £15 747
Total noncuirent assets 6,657,278 6,536,375
Total current liabifities 796,176 477,868
Other liabilities 2,245 818 2,566,348
Total equity 3,836,157 3,907,906

=G Hydro generated revenues of B747.1 million for the six-month period ended June 30, 2009, which
was 19.4% lower than revenues of R927.1 million for the same period in 2008. The unfavorable variance
was mainly on account of the combined effects of lower dispatch due to lower irrigation reguirements and
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lower spat prices in the WESM driven by the lower demand levels during the period. Lower unrealized
foreign exchange losses of P41.3 million for the six-month period ended June 30, 2009, compared with
forex losses of R227.5 million for the same period in 2008, parily offset the unfavorable variance. Overall,
FG Hydro posted a net income of R225.8 miliion for the first half of 2009 compared with R290.7 miltion

reported income for the same period in 2008,

Total assets for the same period stood at B6,978.2 million, slightly higher than the 2008 level of R6,952 1
million. The favorable variance was mainly due io higher capital expenditures resulting from the on-going
Pantabangan refurbishment and upgrade project, though partly offset by depreciation and amortization

charges and lower cash balances during the period.

As of June 30, 2009, total liabilities stood at B3,042.0 million, slightly lower than the 2008 leve] of
R3,044.2 million. The decrease in liabilities was mainly due fo the continuous pay down of the PSALM
liability partly offset by the R224.6 million rise in advances from parent company and the unfavorable
effect of higher B/§ exchange rate in 2009 as compared to 2008 (i.e. from end of first half exchange rate

of R44:9%1 in June 2008 to P48.13:$1 in June 2009),

Total equity as of June 30, 2009 of R3,936.2 million is slightly higher compared to June 2008 level of

B3.907.9 million.
BPPC
As of and for the periods ended
June 30
. 2009 2008
(in USD thousands) (Unaudited) | (Unaudited)
Revenues 10,930 14,919
Net income 7,722 6,216
Total Assets 70,068 118,699
Debt — net of debt issuance cosis - 8,000
Other Liabilities 11,298 34,377
Total Equity 58,767 73,322

June 2009 vs, June 2008

Operating revenues during the period was lower than last year's by $3.98 million because of (a) the
impact of IFRIC 12 on revenues treatment and (b) lower plant dispatch. However, net income for the
period was higher because of lower provision for income tax with the adoption of the 40% Optional

Standard Deduction (OSD) in calculating income tax.

1

Total assets decreased by $45.63 million with the amortization of Concession recgivables under [FRIC

12.

Other liabilities decreased because of the difference in timing of dividends settlement in both periods.
BPPC likewise prepaid its medium-term bank loan in January 2009.

Retained earnings decreased because of the $14.0 million cash dividends payment during the period.

Key Performance Indicators

First Gen Consolidated 2008 2008
Current ratio 1.81 0.69
Return on assets 3.64% 2.32%
Long-term debt plus noncurrent tiabilities / Equity

e 2.1 1.48
ratio’(times)
Debt ratio 70.78% 67.99%
Debt-to-equity ratio {fimes) 2.42 2.12
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FGPC (Santa Rita) 2009 2008
Current ratio 1.75 1.39
Return on assets 3.89% 4.82%
Long-term debi plus noncurrent liabilities / Equity
ratic (times) 3.02 0.69
Debt ratio 78.98% 56.42%
Debt-to-equity ratio {percentage) 73:27 37:63
FGP (San Lorenzo) - 2008 2008
Current ratio 1.47 1.59
Return on assets 5.79% 6.12%
Long-term debi plus noncurrent liabilities / Equity
ratio (times) 0.97 1.07
Debt ratio £0.01% 61.18%
Debt-to-equity ratio (fimes) 150 1.58
FG Bukidnon - 2009 |- 2008
Current ratio 6.00 2.99
Return on assets 5.38% 4.56%
Debt ratio 10.47% 11.86%
Debt-to-equity ratio {times) 0.12 0.13
EDC (Parent.company only) 2009 . |- 2008
Current ratio 0.59:1 1.13:1
Debi-to-Equity ratio 0.90:1 0.79:1
Net Debt-to-Equity ratio 0.81:1 0.74:1
Return on assets {%) 3.7 3.6
Return on equity (%) 7.9 6.9
FG Hydro (Pantabangan-Masiway) 72009 C2008
Current ratio 0.40:1 0.87:1
Return on assets , 3.24%, 4£.18%
Long-term debt plus noncurrent liabilifies / Equity
ratio (times) 0.69 0.75
Debt ratio 43 59% 43.79%
Debi-ic-equity rafio (fimes) 0.77 0.78
BRPC {Batang) e 2009 e T 2008%
Curreni ratio 19.52 3.08
Return on assets 11.02% 5.37%
Lo_ng—tgrm debt plus noncurrent liabilities / Equity 13.93% 26.06%
ratio (times)
Debt ratio 16.13% 36.63%
Debt-to-equity ratio {times) without RPT provisions** 0.19 0.68
Debt-to-equity ratio (times) with RPT provisions 0.88 1.14

*as restated to IFRIC 12

* Excluding provision for real properiy taxes because this has a corresponding receivable from NPC.
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Key Performance Indicators

Details

Current Ratio

Calculated by dividing current asseis over current liabilities, This ratio
measures the company's ability to pay short-term obligations.

Return on Assets

Calcuiated by dividing net income over total assets. This ratio
measures how the company utilizes its resources o generate
profits.

Long-term Debt FPlus Noncurrent
Liabilities / Equity Ratio (times)

Calculated by dividing long-term debt and noncurrent liabilities over
total stockholders' equity. This ratio measures the company's
financial leverage.

Debt Ratio

Calculated by dividing total liabilities over total assets. This ratio
measures the percentage of funds provided by the crediiors to the
projects.

Total Debt-to-Equity Ratio

Calculated by dividing total liabilities over total equity. This ratio
measures the perceniage of funds provided by the creditors.

Net Debt-to-Equity Ratio

Calculated by dividing the total interest-bearing debts less cash & cash
equivalents over total equity. This measures the company's
financial leverage and stability. A negative net debt-to-equity ratio
means that the total cash and cash equivalents exceeds inierest-
bearing liabilities.

Debt-to-equity ratio (percentage)

Calculated by dividing total long-term debt over total equity. This ratio

measures the percentage of funds provided by the lenders.

FIRST GEN CORPORATION AND SUBSIDIARIES

AGING OF RECEIVABLES
Amounts in USD and in thousands

More than 90 days

More than 120 days

Current past due _past due Total

Trade $104,109 3 $- $104,10%
Others 11,723 - — - 11,723
115,83é - - 115,832

Less: allowance for doubtful accounts - = - -
$115,832 §- $- ' $115.882
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PART il - OTHER INFORMATION
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Pursuant to the requirements of the Securities Regulation Code, the issuer has duly
caused this report to be signed on its behalf by the undersigned thereunto duly authorized.
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FIRST GEN CORPORATION AND SUBSIDIARIES

Unaudited Consolidated Financial Statements
June 30, 2009 and 2008

And Periods Ended June 30, 2009, 2008 and 2007
(In U.S. Dollar)




FIRST GEN CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED BALANCE SHEETS

{Amounts in U.S. Dollars and in Thousands)

June 30,2009 December 31, 2008
(Unaudited) {Audited)
ASSETS
Current Assets
Cash and cash equivalents (Note 5) $177,990 $229.647
Receivables - net (Note 6) 115,832 176,815
Current portion of long-term receivables 10,503 68,181
Available-for-sale (AFS}) investments - 14,194
Inventories {Note 7) ‘ 40,925 76,206
Derivative asset - 12,923
Noncurrent assets held for sale - 38,067
Other current assets (Note 8) 29,259 49,508
Total Current Assets 374,509 665,541
Noncurrent Assets
Long-term receivables - net of current portion - 652,831
Investment in associates 825,238 20,958
Property, plant and equipment - net 585,250 736,262
Goodwill 9,080 062,854
Intangible assets (Note 9) 9,187 338,797
Deferred tax assets 9 71,794
Other noncurrent assets (Note 10) 239,917 248,840
Total Noncurrent Assets 1,068,687 3,032,336
52,043,196 $3,697,.877
LIABILITIES AND EQUITY
Current Liabilities
Loans payable (Note 11) 5- $200,461
Accounts payable and accrued expenses (Note 12) 148,859 183,755
Income tax payable 3,616 « 1,836
Due to stockholders and affiliates 6,949 7,056
Current portion of; -
Long-term debt {(Note 14) 46,408 518,101
Obligations to Gas Sellers 9,378 36,690
Rovalty fee payable - 35,528
Deferred payment facility with Power Sector Assets
and Liabilities Management (PSALM) - 9,579
Obligations to power plant contractors - 2,354
Derivative liabilities - 1,142
Total Current Liabilities 207,202 596,508

(Forward)




June 30,2009 December 31, 2008

{Unaudited) (Audited)
Noncurrent Liabilities
Bonds payable (Note 13) $371,099 $362,978
Long-term debt - net of current portion (Note 14) 724,076 1,073,285
Deferred payment facility with PSALM - net of current
portion - 31,709
Retirement and other post-retirement liability 1,304 24,899
Deferred tax liabilities 23,833 30,036
Derivative liabilities — net of current portion 28,189 59,861
Other noncurrent liabilities (Note 15) 90,396 80,190
Total Noncurrent Liabilities 1,238,897 1,682,958
Equity Attributable to Equity Holders of the Parent
{Note 16)
Redeemable preferred stock 9,572 9,572
Common stock 20,630 20,624
Additional paid-in capital 319,609 319,530
Equity reserves (28,383) (28,383)
Cumulative translation adjustments (153,904) (136,643)
Accumulated unrealized gain on AFS investments 814 382
Retained earnings 374,482 354,137
Cost of preferred and common stock held in treasury (80,557) (80,557)
462,263 458,660
Minority Interests 134,834 359,751
Total Equity 597,097 1,018,411
$2,043,196 $3,697,877

See accompanying Notes to Unaudited Consolidated Financial Statements.




FIRST GEN CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED BALANCE SHEETS

{(Amounts in U.S, Dollars and in Thousands)

June 30
2008
2009 {As restated)
ASSETS
Current Assets
Cash and cash equivalents (Note 5) $177,990 $187,977
Receivables - net (Note 6) 115,832 296,210
Current portion of long-term recelvables 10,503 92,766
Dividend receivables ‘ — 5,222
Available-for-sale {AFS) investments - 14,662
Inventories {(Note 7) 40,925 82,236
Noncurrent assets held for sale - 37,250
Other current assets (Note 8) 29,259 39,146
Total Current Assets ' 374,509 755,469
Noncurrent Assets )
Long-term receivables - net of current portion - 714,313
Investment in associates 825,238 39,312
Property, plant and equipment - net 585,250 764,292
Goodwill 9,086 1,018,508
Intangible assets (Note 9} 9,187 351,492
Deferred tax assets 9 60,188
Other noncurrent assets (Note 10) 239,917 193,734
Total Noncurrent Assets 1,668,687 3,141,839
$2,043,196 $3,897,308
LIABILITIES AND EQUITY o
Current Liabilities
Loans payable (Note 11) $- $410,050
Accounts payable and accrued expenses {Note 12) 140,859 v 227,902
Income tax payable 3,616 27,850
Due to stockholders and affiliates 6,949 8,311
Current portion of:
Long-term debt (Note [4) 46,400 330,435
Obligations to Gas Sellers ' 9,378 36,845
Royalty fee payable - 41,826
Deferred payment facility with Power Sector Assets
and Liabilities Management (PSALM) - 8,025
Obligations to power plant contractors - 4,825
Derivative liabilities - 1,159

Total Current Liabilities 207,202 1,097,228

(Forward)



June 30
2008
2009 (As restated)
Noncurrent Liabilities

Bonds payable (Note 13) $371,099 $360,051
Long-term debt - net of current portion (Note 14) 724,076 965,289

Deferred payment facility with PSALM - net of current
portion - 56,638
Retirement and other post-retirement Hability 1,304 25,123
Obligations to Gas Sellers - net of current portion - 9,378
Deferred tax liabilities 23,833 40,439
Derivative liabilities — net of current portion 28,189 4,566
Other noncurrent liabilities (Note 15) 90,396 90,919
Total Noncurrent Liabilities 1,238,897 1,552,403

Equity Attributable to Equity Holders of the Parent

{Note 16)

Redeemable preferred stock ’ 9,572 9,572
Common stock 20,630 20,624
Additional paid-in capital 319,609 319,495
Equity reserves (28,383) -
Cumulative translation adjustments (153,904) {24,688)
Accumulated unrealized gain on AFS investments 8i4 1,050
Retained earnings 374,482 360,376
Cost of preferred and common stock held in treasury (80,557) (80,557)
462,263 605,872
Minority Interests 134,834 641,805
Total Equity 597,097 1,247,677
$2,043,196 $3,897,308

See accompanying Noles to Unaudited Consolidated Financial Statements.
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FIRST GEN CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF INCOME

(Amounts in U.S. Dollars and in Thousands, Except per Share Data)

For The Six Months Period Ended June 30

2008
2009  (As restated) 2007
REVENUE
Sale of electricity §517,048 $615,332 $487,892
Foreign exchange gain — net 275 - -
Interest 8,089 4,151 15,467
Mark-to-market gain on derivatives — net — 9,750 -
Equity in net earnings of associates 3,307 2319 4,527
Others 2,017 1,280 5,381
539,736 632,832 513,267
COSTS AND EXPENSES
Fuel cost (348,434) {444,225) (317,950)
Depreciation and amortization (26,963) (27,032) {25,167)
Power plant operations and maintenance (22,867) (19,722) (16,837)
Staff costs (3,532) (6,353) (4,132)
Other administrative expenses (16,176) (19,033) (16,712)
Interest expense and financing charges (60,957) (48,426) (33,765)
Foreign exchange loss — net - (9,348) (3,110)
Mark-to-market loss on derivatives — net (2,472) - -
Others - (288) ~
INCOME BEFORE INCOME TAX 49,335 58,403 95,594
PROVISION FOR (BENEFIT FROM)
INCOME TAX
Current 21,118 22.856 4,112
Deferred (1,765) 7,300 {111)
19,353 30,156 4,001
NET INCOME FROM CONTINUING
OPLERATIONS (Note 4) 29,982 28,247 91,593
NET INCOME FROM DISCONTINUED |
OPERATIONS (Note 4) i 44,418 62,190 17,321
NET INCOME 574,400 $90,437 $108,914
Attributable to:
Equity holders of the Parent 520,345 520,713 1 $71,855
Minority interests 54,055 69,724 37,059
$74,400 $90,437 $108,914
Earnings per Share for Net Income Attributable
to the Equity Holders of the Parent (Note 17)
Basic $0.025 $0.025 $0.089
Diluted 0.034 0.024 0.089
Earnings per Share from Coatinuing Operations
(Note 17)
Basic $6.008 $0.005 $0.068
Diluted 1.020 0.008 0.068
Earnings per Share from Discontinued
Operations (Note 17)
Basic $0.017 $0.020 $0.021
0.014 0.016 0.021

Diluted

See accompanying Notes to Unaudited Consolidated Financial Statements.




FIRST GEN CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE

INCOME

(Amounts in U.S, Dollars and in Thousands)

For The Six Months Period Ended June 30

2008
2009 (As restated) 2007

NET INCOME $74,400 $90,437 $108,914
Other comprehensive income:
Exchange differences on foreign currency

translation (59,855) (127,340) 6,445
Cash flow hedges 34,144 ) 771
Available for sale financial assets 1,080 2,152 -
Income tax relating to components of other

comprehensive income {10,243) — (231)
Other comprehensive for the period, net of tax (34,874) {125,189 6,985
TOTAL COMPREHENSIVE INCOME (LOSS) $39,526 ($34,752) $115,899




FIRST GEN CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF INCOME
(Amounts in U.S. Dollars and in Thousands, Except per Share Data)

For Three Months Period April 1 to June 30

2008
2009 (As restated) 2007
REVENUE
Sale of electricity $237.890 $317,782 $241,620
Interest 3,960 1,447 7,282
Mark-to-market gain on derivatives — net - 7,888 -
Equity in net earnings of associates 1,724 1,010 2,183
Others 1,335 131 723
244,909 328,258 251,808
COSTS AND EXPENSES
Fuel cost {153,510) (232,412) {152,783)
Depreciation and amortization (13,486) (13,533) {11,965)
Power plant operations and maintenance - (11,242) (9,784) (8,424)
Staff costs (1,950) {4,585) (3.067)
Other administrative expenses (7,977) {11,575) (8,053)
Interest expense and financing charges (30,713) {26,215) (14,510)
Foreign exchange loss — net (1,145) (6,593) (2,119)
Mark-to-market loss on derivatives — net (1,083) - -
Others - (288) —
INCOME BEFORE INCOME TAX 23,797 23,273 50,887
PROVISION FOR (BENEFIT FROM)
INCOME TAX
Current 12,074 11,916 2,328
Deferred (5,945) 6,832 (1,892)
6,129 18,748 436
NET INCOME FROM CONTINUING
OPERATIONS (Note 4) 17,668 4,525 50,451
NET INCOME FROM DISCONTINUED
OPERATIONS (Note 4) 4,973 34,100 . 8314
NET INCOME $22,641 338,625 $58,765
Attributable to:
Equity holders of the Parent $6,767 $2,774 $50,451
Minority interests 15,874 35,851 8,314
$22,641 $38,625 $58,765

See accompanying Notes to Unaudited Conselidated Financial Statements.
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FIRST GEN CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in U.S. Dollars and in Thousands)

Periods Ended June 30
2008
2009  (As restated) 2007

CASH FLOWS FROM OPERATING

ACTIVITIES
Income before tax from continuing operations $49,335 $58,403 $95,594
Income before tax from discontinued operations 65,881 95,174 22,207
Income before income tax 115,216 153,577 117,801
Adjustments for:

Interest expense and financing charges - 60,957 48,426 33,765

Depreciation and amortization 26,963 27,032 25,167

Interest income {8,089) (4,151) (15,467)

Mark to market loss {gain) on derivatives - net 2,472 (9,750) -

Net unrealized foreign exchange loss (gain) {2,105) 63,348 4,540

Equity in net earnings of an associate (3,307) (2,319} {4,527
Income before working capital changes 192,107 276,163 161,279
Decrease (increase) in:

Receivables {47,856) (58,072) 31,412

Concession receivables (7,489) 62,493 -

[nventories 12,461 7,440 (22,189)

Other current assets 12,559 12,173 10,900

Input value added taxes - (1,492) -
Increase (decrease) in: -

Accounts payable and accrued expenses. 49,408 {(7,160) {3,949)

Retirement and other post-retirement liability 797 {1,961) -
Net cash generated from operations 211,927 289,584 177,453
Interest received 8,304 4,151 15,510
Income taxes paid (16,990) (7,440) (12,844)
Net cash provided by operating activities 203,241 . 286,295 180,119
CASH FLOWS FROM INVESTING

ACTIVITIES
Decrease (increase) in:

Other noncurrent assets 27,337 (84,408) (13,525)

AFS imvestments (986) 13,775 -
Collection of receivables from Meralco

on Annual Deficiency 19,119 22,462 15,491
Additions to property, plant and equipment (2,979) (6,579 (2,014)
Dividends received from an associate 5222 5,222 3,700
Additional deposits for future investment in

subsidiaries (10,579) . - -
Proceeds from disposal of property and equipment 17 11 -
Net cash provided by (used in) investing activities 37,151 (49,517) 3,652




Periods Ended June 30
2008
2009  (As restated) 2007

CASH FLOWS FROM FINANCING

ACTIVITIES
Proceeds from:

Long-term debt $107,807 $- 5

Issuance of convertible bonds - 256,075 -

Exercise of stock options 85 8 436
Payments of: ‘

Loans payable (102,219) (29,100) -

Long-term debt (27,271) (350,159) (121,091)

Interest expense and financing charges (37,202) (32,648) (31,704)

Obligations to Gas Sellers on Annual Deficiency (27,064) (20,055) (13,831)

Dividends to minority shareholders (36,974) (81,509) -
Increase (decrease) in:

Royaity fee payable (2,096) (2,682) -

Other noncurrent liabilities (909) {(570) (598)

Obligations to power plant contractors (1,635) {3,755) -

Amounts due to stockholders and affiliates 456 407 152
Net cash used in financing activities (127,028) {264,388) (166,636)
CASH BALANCE OF DISCONTINUED

OPERATIONS (164,817) - -
EFFECT OF FOREIGN EXCHANGE RATE

CHANGES ON CASH AND CASH

EQUIVALENTS o £204) (2,585) 316
NET INCREASE (DECREASE) IN CASH AND

CASH EQUIVALENTS (51,657) (30,195) + 17451
CASH AND CASH EQUIVALENTS P '

AT BEGINNING OF PERIOD 229,647 218,172 459,202

CASH AND CASH EQUIVALENTS
AT END OF PERIOD $177,990 $187,977 $476,653

See accompanying Notes to Unaudited Consolidated Financial Statements.




FIRST GEN CORPORATION AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in U.S. Dollars and in Theusands, Unless Otherwise Stated)

1. Corporate Information

First Gen Corporation (the Parent Company or First Gen) was incorporated in the Philippines and
registered with the Philippine Securities and Exchange Commission (SEC) on December 22,
1998. The Parent Company and its subsidiaries (collectively referred to as First Gen Group) are
involved in the power generation business. All subsidiaries (see Note 2) are incorporated in the
Philippines.

First Gen was originally incorporated as an 88.44%-owned subsidiary of First Philippine
Holdings Corporation (FPHC, also a domestic corporation).

On February 10, 2006, First Gen successfully completed the Initial Public Offering (Offering) of
193,412,600 of its cornmon shares, including the exercised greenshoe options of 12,501,700
contmon shares, in the Philippines. The total proceeds from the Offering amounted to

£9,090.4 million (§173.1 million). The common shares of the Parent Company are currently
listed and traded on the First Board of the Philippine Stock Exchange, Inc. (PSE). Upon its
listing, First Gen is considered a public company under Section [7.2 of the Securities Regulation
Code (SRC). Asa result of this Offering, the equity interest of FPHC in First Gen was reduced
from 88.44% to 67.05%. As of June 30, 2009, FPHC directly and indirectly owns 66.22% of the
common shares of First Gen and 100% of First Gen’s voting preferred shares. As a resuit,
FPHC’s voting interest in First Gen is equivalent to 68.6%. FPHC is the ultimate parent
company of First Gen.

The registered office address of the Parent Company is 3™ Floor, Benpres Building, Exchange
Road corner Meralco Avenue, Pasig City.

2. Summary of Significant Accounting Policies

Basis of Preparation

The accompanying unaudited consolidated financial statements have been prepared ona ,
historical cost basis, except for derivative financial instruments and available-for-sale (AFS)
financial assets that have been measured at fair value. The unaudited consolidatéd financial
statements are presented in United States (U.S.) Dollar, which is the Parent Company’s
functional and presentation currency. U.S. Dollar amounts are rounded to the nearest thousand,
except when otherwise indicated.

Statement of Compliance

The unaudited consolidated financial statements of First Gen Group have been prepared in
compliance with Philippine Financial Reporting Standards (PFRS) as issued by the Financial
Reporting Standards Council and adopted by the Philippine SEC.

Changes in Accounting Policies and Disclosures

The accounting policies adopted in the preparation of the unaudited consolidated financial
statements are consistent with those of the previous financial vear, except for the adoption of the
following Philippine Interpretations and Improvements to PFRS, which became effective
beginning January 1, 2009,




=  PFRS 7, “Financial Instruments: Disclosures”

This amended standard requires additional disclosure about fair value measurement and
tiquidity risk. Fair value measurements are to be disclosed by source of inputs using a three
level hierarchy for each class of financial instruments. In addition, a reconciliation between
the beginning and ending balance of level 3 fair value measurements is now required as well
as significant transfers between level 1 and level 2 fair value measurements. The
amendments also clarify the requirements for liquidity to risk disclosures. The fair value
measurement disclosures are presented in Note 20 to the unaudited consolidated financial
statements.

=  PFRS 8, “Operating Segments”

This standard requires disclosure of information about the First Gen Group’s operating
segments and replaces the requirement to determine primary {(business) and secondary
(geographical) reporting segments of First Gen Group. Adoption of this standard did not
have any effect on the financial position or performance of First Gen Group. First Gen
Group determined that the operating segments were the same as the business segments
previously identified under PAS 14, “Segment Reporting.” Additional disclosures about
each of these segments are shown in Note 4 to the unaudited consclidated financial
statements including revised comparative information,

= Amendment to PAS 1, “Presentation of Financial Statements”™

PAS 1 introduces a new statement of comprehensive income that combines all items of
income and expenses recognized in the profit or loss together with “other comprehensive
income.” First Gen Group may choose to present all items in one statement, or to present
two linked statements, a separate consolidated statement of income and a consolidated
statement of comprehensive income. This amendment also requires additional requirements
in the presentation of the consolidated balance sheet and consolidated statement of changes
in equity as well as additional disclogures to be included in the notes to consolidated
financial statements. First Gen Group has elected to present two statements.

Basis of Consolidation
The unaudited consolidated financial statements comprise the financial statements of theParent
Company and its subsidiaries as of June 30 of each year.

The following are the wholly owned and majority owned subsidiaries of tﬁe Parent Company:

Percentage of Ownership
June2009  June 2008 June 2007

First Gen Renewables, Inc. (FGRI) 100 160 100
Unified Holdings Corporation (Unified) 100 100 100
AlliedGen Power Corporation (AlliedGen) 160 100 100
First Gen Luzon Power Corporation (FG Luzon) 160 100 100
First Gen Visayas Hydro Power Corporation (FG Visayas) 160 100 100
First Gen Mindanao Hydro Power Corporation (FG Mindanao) 160 100 100
First Gen Geothermal Power Corporation (FG Geothermal) 160 100 100
First Gen Northern Energy Corp. (FGNEC) 106 100 100
First Gen Energy Solutions Inc. (FG Energy) 100 100 160
First Gen Premier Energy Corp. (FG Premier, formerly First Gen -

Mindanao Power Corp.) 100 100 -
First Gen Prime Energy Corporation (FG Prime) 100 - -
First Gen Visayas Energy, Inc. (FG Visayas Energy) 100 - -
FG Bukidnon Power Corp. (FG Bukidnon)' 100 100 100

First Gas Holdings Corporation (FGHC) 60 60 60




FGP Corp. (FGPY 60 60 60
First NatGas Power Corporation (FNPC)’ 60 60 60
First Gas Power Corporation (FGPC)' 60 60 60
First NatGas Supply Corporation (FNSC)* 60 60 60
First Gas Pipeline Corporation (FG Pipeline)’ 60 60 60
FGLand Corporation (FG Land)' 6{) 60 60
Red Vulcan Holdings Corporation (Red Vulcan)® 60 100 -
Prime Terracota Holdings Corp. (Prime Terracota)® 45 100 -
Energy Development Corporation (EDC) 40 40 -
First Gen Hydro Power Corporation (FG Hydro)* 40 a0 100
! Through FGRI

*Through Unified

Through Allied Gen

Through FGHC

*Through Prime Terracota

On May 12, 2009, Prime Terracota issued class “B” voting preferred shares to Quialex Realty Corp. and Lopez
Inc, Retirement Fund. With the issuance of the preferred shares. First Gen's voting interest in Prime Terracota
has been reduced to 45%, while economic nterest remains 100%.

"Through Red Vulcan, which owns common shares, representing 40% economic benefits, and voting and non-
participating preferred shares of EDC. The combined common and preferred shares represent 60% voting
imterest in EDC,

*Through EDC, by sale of the 60% ownership of the Parent Company on November 17, 2008. Effective economic
ownership of the Parent Company in FG Hydro is 64% as of June 30, 2009.

All the foregoing subsidiaries are incorporated in the Philippines.

As of June 30, 2009, AlliedGen, FNPC, FNSC, FG Luzon, FG Visayas, FG Mindanao,
FG Geothermal, FGNEC, FG Premier, FG Prime and FG Visayas Energy have not started
commercial operations.

The financial statements of the subsidiaries are prepared for the same reporting year as the Parent
Company, using consistent accounting policies. All significant intra-group balances,
transactions, income and expenses and profits and losses resulting from intra-group transactions
are eliminated in full on consolidation. ;+

Subsidiaries are fully consolidated from the date on which control is transferred to First Gen
Group or Parent Company. Control is achieved when First Gen Group has the power to govern
the financial and operating policies of an entity so as to obtain benefits from its activities.

Consolidation of subsidiaries ceases when control is transferred out of First Gen Group. The
results of subsidiaries acquired or disposed of during the period are included in the unaudited
consolidated statement of income from the date of acquisition or up to the date of disposal, as
appropriate.

Minority Interests

Minority interests represent the portion of profit or loss and net assets in FGHC and Subsidiaries,
FGP, FNPC, EDC and FG Hydro not held by First Gen Group and are presented separately in the
unaudited consolidated statement of income and within equity in the unaudited consolidated
balance sheet, separate from equity attributable to equity holders of First Gen. Acquisitions of
minority interests are accounted for using the entity concept method, whereby the difference
between the consideration and the book value of the share in the net assets acquired is recognized
as an equity transaction.




Business Combination and Goodwill

Business combinations are accounted for using the purchase method of accounting. The cost of
an acquisition is measured as the fair value of the assets given, equity instruments issued and
liabilities incurred or assumed at the date of exchange, plus costs directly attributable to the
acquisition. Identifiable assets acquired (including previously unrecognized intangible assets)
and liabilities assumed (including contingent liabilities but excluding future restructuring) in a
business combination are measured initially at fair values at the date of acquisition, irrespective
of the extent of any minority interest.

Goodwill acquired in a business combination is initially measured at cost, being the excess of the
cost of the business combination over First Gen Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities. If the cost of acquisition is less
than the fair value of the net assets of the subsidiary acquired, the difference is recognized
directly in the unaudited consolidated statement of income.

Following initial recognition, goodwill is measured at cost less any accumulated impairment loss.
For impairment testing, goodwill acquired in a business combination is, from the acquisition
date, allocated to each of First Gen Group’s cash-generating units or group of cash-generating
units that are expected to benefit from the synergies of the combination, irrespective of whether
other assets or liabilities of First Gen Group are assigned to those units or groups of units. Each
unit or group of units to which goodwill is allocated represents the lowest level within First Gen
Group at which goodwill is monitored for internal management purposes,

Where goodwill forms part of a cash-generating unit (or group of cash-generating units) and part
of the operation within that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation in determining the gain or loss on
disposal of the operation. Goodwill disposed of in this circumstance is measured based on the
relative values of the operation disposed and the portion of the cash-generating unit retained.

If the initial accounting for a business combination can only be determined on a provisional basis
by the end of the period in which the combination is effected because either the fair values to be
assigned to the acquiree’s identifiable assets, liabilities or contingent liabilities or if the cost of
the combination can be determined only provisionally, First Gen Group accounts for the
combination using those provisional values. First Gen Group recognizes any adjustment to those
provisional values as a result of completing the initial accounting within 12 months of anll from
the acquisition date. The following adjustments are thus made:
a) The carrying amount of an identifiable asset, liability or contingent liability that is
recognized or adjusted as a result of completing the initial accounting shall be calculated as if
its fair value at the acquisition date had been recognized from that date.

b) Goodwill or any gain recognized shall be adjusted from the acquisition date by an amount
equal to the adjustment to the fair value at the acquisition date of the identifiable asset,
liability or contingent liability being recognized or adjusted.

c) Comparative information presented for the periods before the initial accounting for the
combination'is completed shall be presented as if the initial accounting had been completed
from the acquisition date. This includes any additional depreciation, amortization or other
profit or loss effect recognized as a result of completing the initial accounting.

When subsidiaries are sold, the difference between the selling price and the net assets plus
cumulative translation adjustments and goodwill is recognized in the unaudited consolidated
statement of income,




-5.

The goodwill from investments in subsidiaries is included as a noncurrent asset item in the
unaudited consolidated balance sheet. The goodwiil on investment in an associate is included in
the carrying amount of the related investment.

Investment in an Associate

First Gen Group’s 40% investment in FPPC and a subsidiary is an investment in an associate and
accounted for under the equity method of accounting. An associate is an entity over which First
Gen Group has significant influence but not control, generally accompanying a shareholding of
between 20% and 50% of the voting rights.

Under the equity method, the investment in an associate is carried in the unaudited consolidated
balance sheet at cost plus post acquisition changes in First Gen Group’s share of net assets of the
associate. First Gen Group’s share of its associate’s post-acquisition profits or losses is
recognized in the unaudited consolidated statement of income, and its share of post-acquisition
movements in the associate’s equity reserves is recognized directly in the unaudited consolidated
statement of changes in equity. The cumulative post-acquisition movements are adjusted against
the carrying amount of the investment. When First Gen Group’s share of losses in an associate
equals or exceeds its interest in the associate, including any other unsecured receivables, First
Gen Group does not recognize further losses, unless it has incurred obligations or made payments
on behalf of the associate.

An assessment of the carrying value of First Gen Group’s investment is performed when there is
an indication that the investment in an associate has been impaired. ¥f this is the case, First Gen
Group calculates the amount of impairment as the difference between the fair value of the
associate and the carrying value of invesiments and recognizes the amount in the unaudited
consolidated statement of income.

Unrealized intercompany profits or losses arising from the transactions with the associate are
eliminated to the extent of First Gen Group’s interest in the associate. Goodwill relating to an
assoctiate is included in the carrying amount of the investment and is not amortized or separately
tested for impairment, 4
The reporting dates of the associate and First Gen Group are identical and the associate’s
accounting policies conform to those used by First Gen Group for like transactions and events in
similar circumstances. _ 1
Foreipn Currency Transactions and Translations -

The unaudited consolidated financial statements are presented in U.S. Doiiar which is the Parent
Company’s functional and presentation currency. Each entity in First Gen Group determines its
own functional currency and items included in the financial statements of each entity are
measured using that functional currency. Transactions in foreign currencies are initially recorded
using the functional currency rate prevailing at transaction date. Monetary assets and liabilities
denominated in foreign currencies are restated using the functional currency rate of exchange at
balance sheet date. All differences are taken to the unaudited consolidated statement of income.
Nonmonetary items that are measured at historical cost in a foreign currency are translated using
the exchange rates as at the date of the transaction. Nonmonetary items measured at fair value in
a foreign currency are translated using the exchange rates as at the date when the fair value was
determined,

The functional currency of all the subsidiaries, except Unified, FGP, FGHC and FGPC, is the
Philippine Peso. As at balance sheet date, the assets and labilities of these subsidiaries are
translated into the presentation currency of the Parent Company (the U.S. Dollar) at the closing
rate of exchange ruling at balance sheet date and, their statements of income are translated at the
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weighted average exchange rates for the period. The exchange differences arising on the
translation are taken directly to a separate component of equity as part of “Cumulative translation
adjustments” account. Upon disposal of any of these subsidiaries, the deferred cumulative
amount recognized in equity relating to that particular subsidiary will be recognized in the
unaudited consolidated statement of income.

Financial Instruments

Date of Recognition. Financial instruments within the scope of PAS 39 are recognized in the
unaudited consolidated balance sheet when First Gen Group becomes a party to the contractual
provisions of the instrument. Purchases or sales of financial assets that require delivery of assets
within the time frame established by regulation or convention in the marketplace are recognized
using trade date accounting. Derivatives are also recognized on a trade date basis.

Initial Recognition of Financial Instruments. All financial instruments are initially recognized at
fair value. The initial measurement of financial instruments includes transaction costs, except for
financial assets categorized at FVPL. First Gen Group classifies its financial assets in the
following categories: financial assets at FVPL, held-to-maturity (HTM) investments, loans and
receivables and AFS financial assets. Financial liabilities are classified as either financial
liabilities at FVPL or other financial liabilities. The classification depends on the purpose for
which the investments were acquired and whether they are quoted in an active market.
Management determines the classification of its instruments at initial recognition and, where
allowed and appropriate, re-evaluates such designation at every balance sheet date.

Determination of Fair Value. The fair value for financial instruments traded in active markets at
balance sheet date is based on their quoted market price or dealer price quotations (bid price for
long positions and ask price for short positions), without any deduction for transaction costs.
When current bid and asking prices are not available, the price of the most recent transaction
provides evidence of the current fair value as long as there has not been a significant change in
economic circumstances since the fime of the transaction.

For all other financial instruments not traded in an active market, the fair value is determined by
using appropriate valuation techniques. Valuation techniques include net present value
techniques, comparison to similar instruments for which market observable prices exist, optlons

pricing models, and other relevant valuation models.

“Day 1" Differénce. Where the transaction price in a non-active market s different from the fair
value of other observable current market transactions in the same instrument or based on a
valuation technique whose variables include only data from observable market, First Gen Group
recognizes the difference between the transaction price and fair value (a “Day 17 difference) in
the unaudited consolidated statement of income, unless it qualifies for recognition as some other
type of asset. In cases where data which are not observable were used, the difference between
the transaction price and mode! value is only recognized in the unaudited consolidated statement
of income when the inputs become observable or when the instrument is derecognized. For each
transaction, First Gen Group determines the appropriate method of recognizing the “Day 17
difference amount.

Financial Assets or Linbilities at FVFL. Financial assets and liabilities at FVPL include
tinancial assets and liabilities held for trading purposes and financial assets and liabilities
designated upon initial recognition as at FVPL.

Financial assets and liabilities are classified as held for trading if they are acquired for the
purpose of selling and repurchasing in the near term.
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Derivatives are also classified under financial asset or liabilities at FVPL, unless they are
designated as hedging instruments in an effective hedge.

Financial assets or liabilities may be designated by management on initial recognition as at FVPL
when any of the following criteria are met:

= The designation eliminates or significantly reduces the inconsistent treatment that would
otherwise arise from measuring the assets or liabilities or recognizing gains or losses on them
on a different basis; or

»  The assets and liabilities are part of a group of financial assets, liabilities or both which are
managed and their performance evaluated on a fair value basis, in accordance with a
decumented risk management or investment strategy; or

v The financial instrument contains an embedded derivative, unless the embedded derivative
does not significantly modify the cash flows or it is clear, with little or no analysis, that it
would not be separately recorded,

Financial assets and liabilities at FVPL are recorded in the unaudited consolidated balance sheet
at fair value. Subsequent changes in fair value are recognized in the unaudited consolidated
statement of income. Interest earned or incurred is recorded as interest income or expense,
respectively, while dividend income is recorded as other income when the right to receive
payment has been established.

Classified under financial assets at FVPL are the range bonus forward contracts entered by EDC
in 2008 and the embedded foreign currency options on the contract with Andritz Hydro, GmbH
(formerly VA TECH HYDRO, Gmbi), FG Hydro’s contractor for the Pantabangan
Refurbishment and Upgrade Project {(PRUP) as of December 31, 2008 and June 30, 2008,

Classified under financial liabilities at FVPL are the embedded derivatives on the Parent
Company’s convertible bonds as of June 30, 2009 and EDC’s foreign currency forward contracts
as of June 30, 2008. i

These derivatives were not designated by First Gen Group as hedging instruments in an effective
hedge. .

Classified under financial assets at FVPL:is the embedded foreign currency option on the
contract with Andritz Hydro, GmbH as of December 31, 2008 and June 30, 2008. Classified
under financial liabilities at FVPL are the embedded derivatives on the Parent Company’s
convertible bonds as of June 30, 2009,

HTM Investments. HTM investments are quoted nonderivative financial assets with fixed or
determinable payments and fixed maturities for which First Gen Group’s management has the
positive intention and ability to hold to maturity. Where First Gen Group sells other than an
insignificant amount of HTM investments, the entire category is deemed tainted and reclassified
as AT'S financial assets. After initial measurement, these investments are subsequently measured
at amortized cost using the effective interest method, less impairment in value. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees that are
integral parts of the effective interest rate. Gains and losses are recognized in the unaudited
consolidated statement of income when the HTM investments are derecognized and impaired, as
well as through the amortization process. The effects of restatement on foreign currency-
denominated HTM investments are also recognized in the unaudited consolidated statement of
income,
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First Gen Group has no HTM investments as of June 30, 2009 and 2008.
Loans and Receivables.

Loans and receivables are nonderivative financial assets with fixed or determinable payments
and fixed maturities and that are not quoted in an active market. They are not entered into with
the intention of immediate or short-term resale and are not classified or designated as AFS
financial assets or financial assets at FVPL. Loans and receivables are classified as current assets
if maturity is within 12 months from balance sheet date. Otherwise, these are classified as
noncurrent assets.

After initial measurement, loans and receivables are subsequently measured at amortized cost
using the effective interest method, less allowance for impairment. Amortized cost is calculated
by taking into account any discount or premium on acquisition and fees that are an integral part
of the effective interest rate. Gains and losses are recognized in the unaudited consolidated
statement of income when the loans and receivables are derecognized and impaired, as well as
through the amortization process.

Classified under loans and receivables are cash and cash equivalents, receivables, long-term
receivables, advances to a minority shareholder, royalty fees chargeable to National Power
Corporation (NPC) and restricted cash deposits as of June 30, 2009 and 2008.

AFS Invesmments.

AFT'S financial assets are those nonderivative financial assets which are designated as such or do
not qualify to be classified in any of the three preceding categories. They are purchased and held
indefinitely, and may be sold in response to liquidity requirements or changes in market
conditions. AFS financial assets are classified as current assets if management intends to sell
these financial assets within 12 months from balance sheet date. Otherwise, these are classified
as noncurrent assets.

After initial measurement, AFS financiil assets are measured at fair value, with gains and losses
being recognized as a separate component of equity unti] the investment is derecognized or until
the investment is determined to be impaired at which time the cumulative gain or loss previously
reported in equity is recognized in the unaudited consolidated statement of income. First'Gen
Group uses the specific identification method in determining the cost of securities sold.
Accounting for the movement in equity is presented in the unaudited consblidated statement of
changes in equity.

Classified under AT'S financial assets are quoted and unquoted equity investments, government
debt securities and investments in proprietary membership shares as of June 30, 2009 and 2008.

Other Financial Linbilities.

Financial liabilities are classified in this category if these are not held for trading or not
designated as at FVPL upon the inception of the liability. These include liabilities arising from
operations or borrowings.

Other financial liabilities are initially recognized at fair value of the consideration received, less
directly attributable transaction costs. After initial recognition, other financial liabilities are
subsequently measured at amortized cost using the effective interest method. Amortized cost is
calculated by taking into account any related issue costs, discount or premium. Gains and losses
are recognized in the unaudited consolidated statement of income when the liabilities are
derecognized, as well as through the amortization process.
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Classified under other financial liabilities are loans payable, accounts payable and accrued
expenses, due to stockholders and affiliates, bonds payable, long-term debt, obligations to Gas
Sellers, royalty fees payable, deferred payment facility with PSALM and obligations to power
plant contractors, as of June 30, 2009 and 2008.

Derivative Financial Instruments and Hedee Acecounting

First Gen Group enters into derivative and hedging transactions, primarily interest rate swaps,
currency forwards and range bonus forwards, as needed, for the sole purpose of managing the
risks that are associated with First Gen Group’s borrowing activities or as required by the lenders
in certain cases. Such derivative financial instruments (including bifurcated embedded
derivatives) are initially recognized at fair value on the date on which a derivative contract is
entered into and are subsequently re-measured at fair value. Derivatives are carried as financial
assets when the fair value is positive and as financial liabilities when the fair value is negative.

Any gain or loss arising from changes in fair value on derivatives that do not qualify for hedge
accounting is taken directly to the unaudited consolidated statement of income for the current
year under “Mark-to-market gain (loss) on derivatives - net” account.

For purposes of hedge accounting, derivatives can be designated either as cash flow hedges or
fair value hedges depending on the type of risk exposure it hedges.

First Gen Group accounts for its interest rate swap agreements as cash flow hedges of the
floating rate exposure of its long-term (Note 20).

As June 30, 2008, EDC’s range bonus forward contracts and FG Hydro’s embedded foreign
currency options on its contract with Hydritz Hydro, GmbH are designated as fair value hedges.

At the inception of a hedge relationship, First Gen Group formally designates and documents the
hedge relationship to which First Gen Group opts to apply hedge accounting and the risk
management objective and strategy for undertaking the hedge. The documentation includes
identification of the hedging instrument,.the hedged item or transaction, the nature of the risk
being hedged and how the entity will assess the hedging instrument’s effectiveness in offsetting
the exposure to changes in the hedged item’s fair value or cash flows attributable to the hedged
risk. Such hedges are expected to be highly effective in achieving offsetting changes in fair
value or cash flows and are assessed on an ongoing basis that they actually have been highly
effective throughout the financial reporting periods for which they were designated.

Cash Flow Hedges. Cash flow hedges are hedges of the exposure to variability in cash flows that
are attributable to a particular risk associated with a recognized asset, liability or a highly
probable forecast transaction and could affect the unaudited consolidated statement of income.
The effective portion of the gain or loss on the hedging instrument is recognized directly in
equity under the cumulative translation adjustments while the ineffective portion is recognized
onder “Mark-to-market gain (loss) on derivatives - net” account in the unaudited consolidated
statement of income.

Amounts taken to equity are transferred to the unaudited consolidated statement of income when
the hedged transaction affects profit or loss, such as when hedged financial income or expense is
recognized or when a forecast sale or purchase occurs. Where the hedged item is the cost of a
nonfinancial asset or liability, the amounts taken to equity are transferred to the initial carrying
amount of the nonfinancial asset or [iability.

If the forecast transaction is no longer expected to occur, amounts previously recognized in
equity are transferred to the unaudited consolidated statement of income. If the hedging
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instrument expires or is sold, terminated or exercised without replacement or rollover, or if its
designation as a hedge is revoked, amounts previously recognized in equity remain in equity until
the forecast transaction occurs. If the related transaction is not expected to occur, the amount is
recognized in the unaudited consolidated statement of income.

Embedded Derivatives. Embedded derivatives are bifurcated from their host contracts, when the
following conditions are met: (a) the entire hybrid contracts {(composed of both the host contract
and the embedded derivative) are not accounted for as financial assets at FVPL; (b) when their
economntic risks and characteristics are not closely related to those of their respective host
contracts; and (c) a separate instrument with the same terms as the embedded derivative would
meet the definition of a derivative.

First Gen Group assesses whether embedded derivatives are required to be separated from the
host contracts when First Gen Group first becomes a party to the contract. Reassessment only
occurs if there is a change in the terms of the contract that significantly modifies the cash flows
that would otherwise be required.

Embedded derivatives that are bifurcated from the host contracts are accounted for either as
financial assets or financial liabilities at FVPL. Changes in fair values are included in the
unaudited consolidated statement of income.

Derecognition of Financial Assets and Liabilities

Financial Asset. A financial asset {or, where applicable, a part of a financial asset or part of a
group of financial assets) is derecognized when:

= the rights to receive cash flows from the asset expire;

= First Gen Group retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or )

e

=  First Gen Group has transferred its rights to receive cash flows from the asset and either
(a) has transferred substantially all the risks and rewards of the asset: or (b) has neither
transferred nor retained the risks and rewards of the asset but has transferred the contyol of
the asset. '

Where First Gen Group has transferred its rights to receive cash flows from an asset or has
entered into a pass-through arrangement, and has neither transferred nor retained substantially afl
the risks and rewards of the asset nor transferred control of the asset, the asset is recognized to
the extent of First Gen Group’s continuing involvement in the asset. Continuing involvement
that takes the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that First Gen
Group could be required to repay.

Financial Liability. A financial liability is derecognized when the obligation under the liability is
discharged or capcelled or expires. Where an existing financial [iability is replaced by another
from the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such exchange or modification is treated as a derecognition of the original
liability and the recognition of a new liability, and the difference in the respective carrving
amounts is recognized in the unaudited consolidated statement of income.




-11-

Impairment of Financial Assets

First Gen Group assesses at each batance sheet date whether there is objective evidence that a
financial asset or group of financial assets is impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a
result of one or more events that has or have occurred after the initial recognition of the asset (an
incurred “loss event”) and that loss event has an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be reliably estimated. Objective evidence
of impairment may include indications that the borrower or a group of borrowers is experiencing
significant financial difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial reorganization and where observable
data indicate that there is measurable decrease in the estimated future cash flows, such as
changes in arrears or economic conditions that correlate with defaulis,

Loans and Receivables. For loans and receivables carried at amortized cost, First Gen Group
first assesses whether an objective evidence of impairment exists individually for financial assets
that are individually significant, or collectively for financial assets that are not individually
significant. If First Gen Group determines that no objective evidence of impairment exists for
individually assessed financial asset, whether significant or not, it includes the asset in a group of
financial assets with similar credit risk characteristics and collectively assesses for impairment,
Those characteristics are relevant to the estimation of future cash flows for groups of such assets
by being indicative of the debtors’ ability to pay all amounts due according to the contractual
terms of the assets being evaluated. Assets that are individually assessed for impairment and for
which an impairment loss is, or continues to be, recognized are not included in a collective
assessment for impairment.

If there is an objective evidence that an impairment loss has been incurred, the amount of loss is
measured as the difference between the asset’s carrying value and the present value of the
estimated future cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate which is the effective interest
rate computed at initial recognition. The carrying value of the asset is reduced through the use of
an allowance account and the amount ofloss is charged to the unaudited consolidated statement
of income. If in case the receivable has proven to have no realistic prospect of future recovery,
any allowance provided for such receivable is written off against the carrying vatue of the
impaired receivable. [If, in a subsequent year, the amount of the estimated impairment loss
decreases because of an event occurring after the impairment was recognized, the previonsly
recognized impairment loss is reduced by adjusting the allowance account. . Any subsequent
reversal of an impairment loss is recognized in the unaudited consolidated statement of income,
to the extent that the carrying value of the asset does not exceed its amortized cost at reversal
date.

AFS Financial Assets. For AFS financial assets, First Gen Group assesses at each balance sheet
date whether there is objective evidence that a financial asset or group of financial assets is
impaired.

In the case of equity investments classified as AFS, impairment indicators would include a
significant or prolonged decline in the fair value of the investnients below its cost. Where there
is evidence of impairment, the cumulative loss, measured as the difference between the
acquisition cost and the current fair value, less any impairment loss on that financial asset
previously recognized in the unaudited consolidated statement of income, is removed from equity
and recognized in the unaudited consolidated statement of income. Impairment losses on equity
investments are reversed through the unaudited consolidated statement of income. Increases in
fair value after impairment are recognized directly in the unaudited consclidated statement of
changes in equity.
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In the case of debt instruments classified as AFS, impairment is assessed based on the same
criteria as financial assets carried at amortized cost. Future interest income is based on the
reduced carrying amount and is accrued based on the rate of interest used to discount future cash
flows for the purpose of measuring impairment loss. Such accrual is recorded as part of “Interest
income” in the unaudited conselidated statement of income. If, in a subsequent year, the fair
value of a debt instrument increases and that increase can be objectively related to an event
occurring after the impairment }oss was recognized in the unaudited consolidated statement of
income, the impairment loss is reversed through the unaudited consolidated statement of income.

Offsetting Financial Instruments

Financial assets and liabilities are offset with the net amount reported in the unaudited
consolidated balance sheet, if and only if| there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and
settle the liability simultaneously. This is not generally the case with master netting agreements,
and the related assets and liabilities are presented at gross amounts in the unaudited consolidated
balance sheet. .

Revenue Recognition
Revenue is recognized when it is probable that the economic benefits associated with the
transaction will flow to First Gen Group and the amount of the revenue can be measured reliably,

The following specific recognition criteria must also be met before revenue is recognized:

Revenue from Sale of Electricity. Revenue from sale of electricity (in the case FGP and FGP(C)
is based on the respective Power Purchase Agreements (PPA) of FGP and FGPC. The PPAs
qualify as leases on the basis that FGP and FGPC sell all of its output to Manila Electric
Company (Meralco), an associate of FPHC. These agreements call for a take-or-pay
arrangement where payment is made principally on the basis of the availability of the power
plants and not on actual deliveries of electricity generated. These arrangeiments are determined
to be operating leases since a significant portion of the risks and benefits of ownership of the
assets are retained by FGP and FGPC. ..

Revenue from sale of electricity is composed of fixed capacity fees, fixed and variable operating
and maintenance fees, fuel, wheeling and pipeline charges, and supplemental fees. The portion
related to the fixed capacity fees and fixed operating and maintenance fees is considered as
operating lease component and such fees are recognized on a straight-line basis, based on the
actual net dependable capacity tested or proven, over the terms of the respective PPAs. Variable
operating and maintenance fees, fuel, wheeling and pipeline charges and supplemental fees are
recognized monthly based on the actual energy delivered.

Revenue from Services. Revenue is recognized as services are rendered.

Equity in Net Earnings of an Associate. First Gen Group recognizes its share in the net income
of an associate proportionate to the equity in the voting shares of such associate, in accordance
with the equity method of accounting for investments.

Cash and Cash Equivalents

Cash includes cash on hand and in banks. Cash equivalents are short-term, highly-liquid
investments that are readily convertible to known amounts of cash with original maturities of
three months or less and that are subject to an insignificant risk of change in value,







