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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,
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»  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.

9P zue



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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