


Table of Contents

Financial Highlights IFC

Letter to Stockholders

Petroleum Projects

Statement of Managements Responsibility for

Financial Statements

Independent Auditors Report

Consolidated Balance Sheets 10

Consolidated Statements of Comprehensive Income 11

Consolidated Statements of Changes in Equity 12

Consolidated Statements of Cash Flows 13

Notes to Consolidated Financial Statements 14

Board of Directors Officers Corporate Directory IBC

Financial Highlights
In Thousands of Pesos

Consolidated

2009 2008 2007

FOR THE YEAR

Revenues from Petroleum Operations 328780 133367 168952

Investment Income 9342 10237 8280

Interest and Other Income 2003 10221 24385

Net Income 108605 15100 28056

AS OF END OF YEAR

Total Assets 1718483 1498939 1534759

Current Liabilities 17180 151482 132948

Noncurrent Liabilities 8357 3472

Net Worth 1701303 1339100 1398339

Authorized Capital 2000000 1550000 1550000

Issued and Subscribed Capital 1731858 1534950 1534132

OUR COVER
Calm seas beckon steady production from the Galoc wells to the Floating Production and

Storage Ofitoading FPSO vessel Rubicon lnterpid Galoc Field

offshore NW Palawan

Photo Credit Galoc Production Company
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We are pleased to report that your company is now debt-free As

we were not able to settle our loans by the end of 2008 due to the

postponement of the rights offer we still incurred P6.7 million in

interest expense
in 2009 which was however 62% lower than in 2008

We do not foresee the need to borrow and incur interest expense

in 2010 Your companys total liabilities has declined from almost

P160.0 million as of the end of 2008 to P17.2 million as of end-2009

consisting mainly of accounts payable

Total assets grew by P219.5 million to P1.72 billion The increase

occurred mainly in current assets which rose by P154.5 million due

to our much-improved liquidity as well as higher crude inventory

level at the end of the
year

substantial
recovery

in the market value

of
your companys listed stockholdings gave rise to P59.6 million

increase in the carrying value of these investments as of end-2009

thus accounting for the balance of the growth in total assets

Total stockholders equity stood at P1.72 billion as of the end of 2009

an increase of P362.2 million over last years level major portion

of the increase amounting to almost P197.0 million was from the

additional paid-in capital generated from the rights offer of which

an initial 50% payment was required in 2009 with the balance of the

subscription subject to call by the board of directors or payable earlier

at the option of the stockholder The P108.6 million income for the

year as well as the P51.7 million decline in the valuation reserve on

our listed stock investments also contributed to the higher level of

stockholders equity in 2009

Petroleum Operations

As mentioned earlier the combined crude production of 184000

barrels in 2009 from the Nido Matinloc and North Matinloc fields

under Service Contract SC 14 which your company operates was

37% higher than the 2008 level mainly due to the re-commissioning

of the North Matinloc
facility

after 10-year rest period The average

selling price of US$ 59.32 per
barrel during the

year was 18% lower

than the average for 2008 on account of the softening of oil prices in

the aftermath of the global financial crisis However with efficient

and cost-effective supervision of our operations we continued to

maintain its profitability and enabled us to distribute excess revenues

to our partners

We continue to sell our crude production to Pilipinas Shell under

crude oil sales agreement which was last renewed in February 2010

However your company as consortium operator will explore the

possibility of identifying other potential buyers of our crude in order

to cover our operations from any contingency involving Pilipinas

Shells refinery in the country Delsan Shipping continued to provide

hauling services for our crude under charter agreement the terms

of which had been temporarily modified to preserve the viability of

our operations in view of the drastic drop in crude prices in the latter

part of 2008 In lieu of the bareboat charter rates the payment for

Delsans services has been pegged at certain percentage of the crude

sales proceeds Based on certain formula involving crude prices

the original contract terms with Delsan will revert when particular

crude price level is attained At this writing the revenue-sharing

arrangement with Delsan is still in effect

After starting oil production in early October 2008 the Galoc Project

which is also covered by SC14 but under the operatorship of Galoc

Production Company GPC underwent an extended production test

EPT which lasted until June 18 2009 The EPT enabled the operator

to gather sufficient production data to assess the viability and long-

term potential of the Galoc field total of almost 2.3 million barrels

of crude was produced during the EPT the revenues from which had

been applied exclusively to the recovery of operating expenses and

portion of the capital expenditures in the development of the field

which include the cost of well drilling flow lines and other facilities

totaling more than US$145 million

GPC formally declared the commerciality of the Galoc Project effective

June 19 2009 Starting on this date your company became entitled to

its proportionate share in the crude sales revenues in accordance with

existing agreements among the members of the Galoc consortium

Your companys post-farmout participating interest in this project was

7.0175% However as previously mentioned our equity subsequently

increased to 7.2 1495% after we exercised our option to buy our pro

rata share in the equity of two local partners which subsequently

decided to divest of their interest in the project Galocs post-EPT oil

production up to December 312009 amounted to over 1.3 million

barrels sold at an average price of US$74.61 barrels

Since the start of production operations in the last quarter of 2008

the Galoc production operations had experienced intermittent

operational and weather-induced shutdowns caused mainly by

disconnection and reconnection problems involving the chartered

floating production storage and offloading FPSO vessel This has

given rise to an average production uptime of only 64% from October

2008 to December 2009 which is well below industry standards In

order to help address the problem Hold Back Mooring System

HBMS was installed and completed in early 2009 to assist the FPSO

in maintaining its desired orientation based on the prevailing wind

condition and at the same time mitigate the adverse effects of any

unavoidable disconnection and reconnection to the subsea facilities

From January to April 2009 Galocs uptime average has improved to

86%

The Galoc consortiums efforts are now focused on the second

phase of the development plan whose objective is to maximize the

volume of crude which can be produced from the Galoc reservoir

and thereby optimize the return on the partners investment in the

project The Phase work program with an indicative project cost

ranging from US$100 to US$137 million will include additional

well drilling mooring riser and other sub-sea facilities as well as

the further upgrading of the FPSO The final investment decision on

this project is expected to be made before the middle of 2010 with

target completion and production start-up by 2012 In the meantime

GPC is negotiating reserve-based project financing to fund major

portion of the project cost Your company is presently evaluating our

resources and options in funding our share in the equity component

of the project in case the Galoc Phase project pushes through

With regard to the West Linapacan block of SC 14 which was farmed

out to Pitkin Petroleum in 2008 Pitkin implemented the first of

three-phase work program This involved the reprocessing of the 3D

seismic data and the conduct of geophysical and geological GG
studies on the West Linapacan reservoir Due to unforeseen delays

in the implementation of the initial work program Pitkin has been

granted an extension up to June 30 2010 for the submission of the

Phase results together with their decision whether to proceed with

LETTER TO STOCKHOLDERS
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the optional next phase of the farm-in program which includes the

drilling of well and re-certification of reserves

Based on the results of the seismic reprocessing and GG studies

Pitkin is presently evaluating certain concepts and options involving

future well drilling and field development Pitkin is expected to

present these concepts to the West Linapacan consortium and to

announce their decision with regard to the succeeding phase of the

work program in the near future Your company holds post-farmout

equity of 7.02% in this project and will be carried free in the cost of

the farm-inprogram

In SC 6A where
your company owns 44.43% equity the Department

of Energy DOE approved the 15-year extension of the term of the

service contract together with SC 6B Bonita Block effective March

12009 The extension was subdivided into three 5-year terms subject

to the submission of annual work programs and budget and the

payment
of training and technical subsidies to the DOE The seismic

reprocessing work done by Vitol which farmed into the Octon block

in 2007 comprised the work program for 2009 while the program
for

the succeeding years will be aligned with the development timetable

for the second phase of the Galoc Project

Following the drilling of the Lumba Lumba well in mid-2008 in the

Sulu Sea area covered by SC 41 operator Tap Oil undertook pre-stack

depth migration and seismic inversion of the 3D seismic data in order

to evaluate the potential of the various prospects in the contract area

and identify possible future drilling targets
The processed data and

the corresponding report were delivered in mid-2009 The operator

believes that additional geological and geophysical work should

be undertaken over certain areas of the block to form good basis

for future drilling commitment At this writing Tap Oil was under

negotiation with the DOE for the 25-year production term extension

of the service contract In this regard Tap Oil is considering the

declaration of the Wildebeest well which was drilled by Unocal in

2000 as discovery The DOE is evaluating Tap Oils proposal Your

company owns 3.398% interest in this area

In the onshore Mindoro area under SC 53 operator Pitkin

Petroleum experienced extended delays in its US$3.0 million farm-

in commitment to undertake minimum of 200 line-kilometers of

onshore seismic data acquisition combination of weather-induced

problems as well as resistance from certain anti-mining groups
forced

Pitkin to request an extension of the programs deadline from the

DOE The DOE responded favorably to Pitkins request by merging the

first two sub-phases of the work program with March 2011 deadline

for the seismic acquisition and one-well drilling commitment The

seismic acquisition was completed on May 12 2010 Your company

has 22% equity in this project

With regard to the deepwater northwest offshore Palawan area

formerly known as the SWAN block under GSECs 83 and 86 PNOC

Exploration Corporation has formally advised your company that

their technical and legal groups continue to evaluate our proposed

participation in SC 57 and 58 which overlapped our area We expect

this matter to be eventually resolved in 2010

Summary and Outlook

The year 2009 turned out to be good year
for your company in spite

of the great uncertainty and instability which was brought about by

the 2008 financial crisis which had it not been quickly and effectively

addressed by the U.S and other governments might have led to

severe global recession As reported earlier the Galoc Project became

commercial in June of that year
and provided significant increment

to your companys earnings We were able to repay our loans and

fund our petroleum projects out of the proceeds of the stock rights

offer the success of which is strong testament to the loyalty and

confidence of
your companys shareholders We were also able to

generate respectable level of income which in turn enabled us to

declare modest cash dividend

Our petroleum projects continue to move forward and we are

confident that over the medium and long term horizon your

company could attain higher growth and profitability from new

projects which could come on stream particularly in the Palawan

and Mindoro areas In Galoc the second phase of the development

plan when completed would boost production rates This combined

with the eventual recovery of the consortiums substantial historical

cost recovery pooi in SC 14 would give rise to much higher revenue

share for your company in this project Your management hopes that

with an improved and sustained income stream in the future we

would be able to continue to improve the shareholders value in your

company

Your company celebrated its 40t5 founding anniversary on June 26

2009 We have certainly come long way from our humble beginnings

in 1969 as an oil exploration company with an initial paid-in capital of

P6.0 million Your companys capitalization now exceeds P1.7 billion

with stockholder base of over 10000 In spite of our achievements

your company continues to allocate some resources in support of its

corporate social responsibility CSR program The educational social

and cultural projects of the municipality of El Nido Palawan which

hosts the base of our operations is one of the beneficiaries of our

CSR program We also support the U.P Anthropology Department in

their excavations in the Dewil Valley El Nido which we understand

continue to yield exciting anthropological finds regarding the first

inhabitants of the Philippines

Our achievements through all these years would not have been

possible without the unceasing support of our stockholders the

guidance of our directors the dedication of our officers and staff and

the providence of our Lord For these we are humbly and profoundly

grateful

ALFREDO RAMOS
Chairman and President

May 17 2010
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Petroleum Projects

1.0 SERVICI tONI IAC1 NO 14 Nido Matinloc and North

Mali nloi

Optations Ievic

The combined production from the three producing fields in 2009

totaled 183593 barrels which was 37.2% higher than the previous

years 2008 total output of 133806 barrels The significant increase

is attributed to the contribution of North Matinloc Field which

resumed commercial production in February last year Summary of

the 2009 production from the three fields is shown below

2009 Crude Oil Production Summary

in barrels

Nido Matinloc North 2009 Total 2008 Total

Matinloc

January 11674 5977 17651 17829

February 6798 995 7793 4083

March 12032 4905 16937 20219

April 6882 1948 8830 19590

May 11906 4392 1725 18023

June 11925 3546 3370 18841

July 5115 5670 10785 6731

August 11910 4728 3775 20413 9469

September 5395 3905 9300 2245

October 11835 3697 2465 17997 20531

November 12060 7083 4276 23419 17286

December 9076 4827 13903 15823

Total 83342 67595 32956 183893 133806

Production from the North Matinloc Field started with trial flow

from the North Matinloc-2 well using different choke sizes on

February 23 26 2009 At wellhead pressure of 290 psi the well was

closed after
producing about 1000 barrels during the test flow run

The North Matinloc-2 well resumed its steady state production on

April 14 2009 at higher wellhead pressure of 420 psi The modest

production from North Matinloc-2 augmented production from

the Matinloc Field to satisfy the
cargo volume requirement of buyer

Pilipinas Shell

The consortium completed total of eleven 11 shipments from

the three fields in 2009 all with Pilipinas Shell whose refinery in

Batangas was temporarily shut down starting January 15 2010 The

yearly crude sale and purchase agreement with Shell which expired

in January 2010 was renewed in February 2010 The consortium is

still considering negotiating with other buyers especially when Shells

schedule does not allow timely accommodation of SC 14 crude oil

production

2.0 SERVICE CONTRACT NO 14 Galoc

Oprations Revies

In December 2008 block operator Galoc Production Company GPC
conducted an emergency disconnection of the Floating Production

and Storage Offloading FPSO from the mooring and riser system

MRS which was damaged as result of the disconnection and

laying down of the MRS on the seabed brought about by the adverse

weather conditions at the time Severe weather condition persisted

for about month Repair on the subsea facilities commenced in

mid-January 2009 GPC took advantage of the temporary shutdown

of the field to propose design and install Hold Back Mooring

System HBMS on the FPSO as an additional measure to counter

the difficulties in maintaining position and to moderate the effects of

disconnection to facilities and operations

The installation of the HBMS and the repair works and modifications

to the existing MRS were completed on the 41 week of February

2009 The field finally started producing again on February 25 2009

at an initial stabilized rate of 17200 barrels of oil per day However

inclement weather persisted during most of the middle part of the year

which prompted the operator to carry out disconnection of the FPSO

and the MRS on different occasions resulting in major operational

glitches and operational downtime Overall the Galoc Field had

64% production uptime since it started producing in October 2008

until end of 2009 During this period the field produced total of

3578650 barrels By the end of 2009 the field was producing at

rate of 10350 barrels per day

Also in 2009 the 182-day Extended Production Test EPT for

the Galoc Field ended The EPT was granted by the Department

of Energy DOE in August 2006 to allow GPC to fully assess the

viability of long term production from the field The gathered data

from the EPT period proved sufficient for this goal thus the EPT was

terminated on June 19 2009 and commerciality of the field declared

on June 22 2009 with effectivity on June 19 2009

As of time of writing GPC have completed thirteen 13 crude oil

shipments involving approximately 4252700 barrels Galoc crude

buyers included several foreign firms as well as the state-owned

Petron Corporation

Phase 2_Development

As part of the assessment of the Galoc Field for possible Phase

development GPC embarked Ofl re-processing of 3D seismic data

covering the Galoc and the adjacent Octon area in Service Contract

6A The results are expected to contribute to better understanding

of the Galoc structure and to identify locations for drilling new

development wells CGGVeritas in London U.K was contracted

to do the re-processing work which ran from March to December

2009 The resulting pre-stack time migration PSTM and pre-stack

depth migration PSDM data volumes are currently being used in

the ongoing evaluation of the Galoc Field

An ongoing series of technical workshops among the Joint Venture

partners aims to develop strategies for second phase development

of the Galoc Field Focus is centered on confirmation of additional

reserves and locating design drilling and completion of additional

production wells to fully maximize the fields production potential

GPC has already identified number of target well drilling locations

with reserves estimate range from MM to MM barrels On the

production facilities that will be put up GPC
initially

had few

choices for the production vessel including retaining the existing

FPSO At the time of writing when all options have been thoroughly

evaluated the Consortium is now left with the option of retaining

\\\ Si RI lRi 2119
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PETROLEUM PROJECTS

consisted of various activities which are basically planning strategies

leading to full development of the Octon Field in conjunction with

the anticipated Phase of the Galoc Field Development In June

2009 letter the DOE approved the extension of the production term

of the Octon Block as well as the SC 6B Bonita Block The fifteen

15 year extension shall be for series of three year terms subject

to compliance with certain conditions such as yearly submission of

work program
and budget and payment of technical assistance and

training fund to the DOE The term extension is reckoned from

March 2009

Since the commerciality of the Octon Field depends on it being tied

up to the Galoc development the realization of which had already

been delayed by the frequent operations downtime in the Galoc Field

GPC proposed and was granted approval by the consortium to re

process some 75 square-kilometer of 3D seismic data in the Octon

area in conjunction with the re-processing of Galoc 3D data as part

of the Galoc Phase evaluation activities Geophysical contractor

CGGVeritas completed the pre-stack time migration phase last

August 2009 while the pre-stack depth migration was completed

towards the end of the year
Initial results from the ongoing re

evaluation of the re-processed data indicate much improved image

of the Octon reservoir Vitol GPC is also rebuilding their models in

the light of the positive results of the Octon seismic reprocessing

This program now forms the bulk of GPCs revised work
program

for

2010 possibly extending to 2011

6.0 SERVICE CONTRACT NO.6 Cadlao

In 2008 Blade Petroleum submitted to the DOE their preliminary

Plan of Development POD for the Cadlao Field With the POD
Blade Petroleum committed to re-activate the Cadlao Field which

last produced in 1991 via two new production wells at target

total project cost of USD 100 MM

During the early part of 2009 Blade Petroleum and the DOE had

series of negotiations for the finalization and acceptance of the POD

The POD was finally approved by the DOE on June 17 2009

While these developments were taking place Philodrill and Blade

Petroleum also negotiated for the latters purchase of Philodrills

revenue interest share in the Cadlao Field Up to the end of 2009

negotiations did not materialize as both parties failed to agree on the

acceptable terms and conditions of the purchase

7.0 SERVICE CONTRACT NO 6B Bonita

In August 2008 Venturoil proposed Work Program and Budget

which form the basis for their due diligence during their option

exclusivity period which ended in March 2009 Venturoils work

program included GG studies and reservoir simulation An

extension was granted by the Bonita Block consortium until

September 2009 in order for Venturoil to complete their original and

amended work program with the end view of submitting drilling

prognosis and program for the different areas that they are faming

into including the Bonita Block

Similar to the SC 6A Octon Block Philodrill had series of

negotiations with the DOE during the first quarter of 2009 for the

extension of the production term of SC 6B Bonita Block contract

which expired on February 28 2009 In support of the request

Philodrill submitted Venturoils proposed work
program as the

Bonita Consortiums commitment In June 2009 the DOE granted

the extension of the production term of the contract on similar terms

and conditions as that of the SC 6A extension and likewise reckoned

from March 2009

In October 2009 the Bonita Block Consortium informed Venturoil

that they no longer have the right to the option on the block and

that Venturoil should be recognized first by the DOE as qualified

service contractor should they pursue negotiations for farm-in into

the block

8.0 SERVICE CONTRACT NO.41 Sulu Sea

Following the unsuccessful drilling of the Lumba Lumba- 1/lA well

in 2008 Tap Oil proposed to undertake pre-stack data migration and

inversion of their Alpine 3D seismic data in Sulu Sea Tap Oil aimed to

rectify seismic data quality issues the result of which is seen to greatly

contribute in the de-risking of the numerous prospects in the block

and is integral to the selection of the next prospect for drilling They

contracted the Australia-based geophysical contractor DownUnder

Geosolutions to perform the re-processing and data inversion The

contractor completed the 3D seismic data re-processing and delivered

the full data volume and processing report in July 2009 For the rest

of the year they continued to work on the re-evaluation of the entire

SC 41 block and have started to undertake promotional campaign

to invite potential new partners into the Sulu Sea block

9.0 SERVICE CONTRACT NO 53 Onshore Mindoro

During the first quarter of 2009 block Operator Pitkin Petroleum

continued with the interpretation of the acquired magneto-telluric

partial data for the 68 stations covered by the survey the results of

which were incorporated in the design of the planned 2D seismic

acquisition earlier set for April 2009 For the seismic survey tenders

were sent out as early as late 2008 the received bids were evaluated

and geophysical contractor the Chinese geophysical contractor

BGP was selected

In April 2009 Pitkin Petroleum requested for the extension of Sub-

Phase for Pitkin to acquire its onshore seismic commitment for

SC 53 In response to Pitkins request the DOE merged the first

sub-phases to form new Sub-Phase July 2005 to March 2011

with the work commitment of minimum 200 line-km 2D seismic

acquisition and drilling of one well The new Sub-Phase will be for

the period March 2011 to July 2012 with commitment to drill

wells The DOE likewise increased the Onshore Mindoro Block area

from 600000 hectares to 734000 hectares

Pitkins seismic acquisition program
which was originally scheduled

to commence in April was deferred to November when weather

conditions are more favorable for onshore seismic acquisition Actual

recording started at the San Jose Area in late November 2009 and

as of 30 April 2010 BGP had acquired 177.7 line-kilometers which

translate to about 89% of the programmed 200.85 line-kilometers

10.0 SWAN BLOCK Deepwater Northwest Palawan

In November 2009 PNOC-Exploration Corporation PNOC-EC
advised Philodrill that their technical and legal groups continue to

evaluate the relavant data that Philodrill had provided PNOC EC

to assess the blocks potential and the merit of Philodrills proposed

participation in SC 57 and SC 58 blocks
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Statement of Managements Responsibility for

Financial Statements

The management of The Philodrill Corporation is responsible for all information and representations contained

in the consolidated financial statements for the years ended December 31 20092008 and 2007 These financial

statements have been prepared in conformity with generally accepted accounting principles in the Philippines

and reflect amounts that are based on the best estimates and informed judgement of management with an

appropriate consideration to materiality

In this regard management maintains system of accounting and reporting which provides for the necessary

internal controls to ensure that transactions are properly authorized and recorded assets are safeguarded

against unauthorized use or disposition and liabilities are recognized The management likewise discloses to the

companys audit committee and to its external auditor all significant deficiencies in the design or operation

of internal controls that could adversely affect its ability to record process and report financial data ii material

weaknessess in the internal controls and iii any
fraud that involves management or other employees who

exercise significant roles in internal controls

The Board of Directors reviews the consolidated financial statements before such statements are approved and

submitted to the stockholders of the company

Sycip Gorres Velayo Co the independent auditors and appointed by the stockholders has examined the

consolidated financial statements of the company in accordance with generally accepted auditing standards

in the Philippines and has expressed its opinion on the fairness of presentation upon completion of such

examination in its report to the Board of Directors and stockholders

Signed under oath by the following

Aifredo Ramos

Chairman of the Board Chief Executive Officer

Reynaldo Nazarea

Chief Financial Officer
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SyCip Gorres Velayo Co
6760 Ayala Avenue

1226 Makati City

Philippines

Phone 632 891 0307

Fax 6328190872

ws.ogv.corn.ph

BONPRC Reg No 0001

SEC Accreditation No 0012-FR-2

INDEPENDENT AUDITORS REPORT

The Stockholders and the Board of Directors

The Philodrill Corporation

8th Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City

We have audited the accompanying consolidated financial statements of The

Philodrill Corporation and Subsidiary which comprise the consolidated

balance sheets as at December 312009 and 2008 and the related consolidated

statements of comprehensive income consolidated statements of changes

in equity and consolidated statements of cash flows for each of the three

years in the period ended December 31 2009 and summary of significant

accounting policies
and other explanatory notes We did not audit the 2009

and 2008 financial statements of PentaCapital Investment Corporation

PentaCapital 40.00%-owned associate and PentaCapital Holdings Inc

Penta Holdings 25.58%-owned associate The consolidated financial

statements reflect the investments in PentaCapital and Penta Holdings

under the equity method which investments represent 13% and 15% of

consolidated total assets as of December 31 2009 and 2008 respectively The

Companys equity in the net earnings of these associates comprise 9% 68%

and 30% of the consolidated net income for the years ended December 31

2009 2008 and 2007 respectively The financial statements of PentaCapital

and Penta Holdings were audited by other auditors whose reports thereon

have been furnished to us and our opinion on the consolidated financial

statements insofar as it relates to the amounts included for Penta Holdings is

based
solely

on their reports The report of the other auditors on PentaCapital

was
qualified as discussed in the sixth paragraph

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these

financial statements in accordance with the Philippine Financial Reporting

Standards This responsibility includes designing implementing and

maintaining internal control relevant to the preparation and fair presentation

of financial statements that are free from material misstatements whether

due to fraud or error selecting
and applying appropriate accounting policies

and making accounting estimates that are reasonable in the circumstances

Auditors Responsibility

Our
responsibility

is to express an opinion on these financial statements

based on our audits We conducted our audits in accordance with Philippine

Standards on Auditing Those standards require that we comply with ethical

requirements and plan and perform the audit to obtain reasonable assurance

whether the financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the

amounts and disclosures in the financial statements The procedures selected

depend on the auditors judgment including the assessment of the risks of

material misstatement of the financial statements whether due to fraud

or error In making those risk assessments the auditor considers internal

control relevant to the entitys preparation and fair presentation of the

financial statements in order to design audit procedures that are appropriate

in the circumstances but not for the purpose of expressing an opinion on the

effectiveness of the entitys internal control An audit also includes evaluating

the appropriateness of accounting policies used and the reasonableness of

accounting estimates made by management as well as evaluating the overall

presentation of the financial statements

We believe that the audit evidence we have obtained and the reports of the

other auditors are sufficient and appropriate to provide basis for our audit

opinion

Opinion

The report of the other auditors on PentaCapital was qualified because

in 2009 PentaCapital did not consider the minimum retirement liability

as required under Republic Act R.A No 7641 Retirement Pay Law in

recognizing its pension liability
and the related pension expense pension

benefits irs accordance with Philippine Accounting Standard PAS 19

Employee Benefits PentaCapital accounted for its pension benefits based

on the periodic contributions required under its defined contribution plan

which provides only for retirement benefits to qualified employees reaching

the age of 65 years However under R.A No 7641 an employee upon reaching

the age of 60 years or more but not beyond 65 who has served PentaCapital

for at least years shall already be entitled to retirement pay The effects to

the consolidated financial statements of not adjusting PentaCapitals pension

liability and pension expense to consider the minimum retirement liability

prescribed under R.A 7641 as required by PAS 19 have not been determined

In our report dated April 22 2009 our opinion on the 2008 consolidated

financial statements was qualified in part because the report of the other

auditor on PentaCapitals December 31 2008 consolidated financial

statements was
qualified

because of an overstatement in the previously

reported net income in 2008 for P2.95 million and the nonrecognition

in profit or loss in 2007 of the necessary tax expense amounting to P4.85

million to reflect the downward adjustment on its deferred tax assets as of

December 31 2007 In 2009 PentaCapital restated its December 31 2008

consolidated financial statements to recognize unrealized losses on the fair

value decline of the reclassified equity securities amounting to P2.95 million

as part of
profit or loss in 2008 and the income tax expense amounting to

P4.85 million that should have been charged to
profit or loss in 2007 As

mentioned in Note to the consolidated financial statements the effects of

the restatement on the consolidated financial statements were taken up in

the 2009 consolidated
profit or loss Accordingly our opinion on the 2008

consolidated financial statements as presented herein is no longer qualified

with respect to these matters

In our opinion based on our audits and the reports of the other auditors

except for the effects on the consolidated financial statements of such

adjustments if
any as might have been disclosed had the other auditors

been able to satisfy
themselves with respect to the matters discussed in the

sixth paragraph the financial statements referred to above present fairly
in

all material respects the financial position of The Philodrill Corporation

and Subsidiary as of December 31 2009 and 2008 and their financial

performance and their cash flows for each of the three
years

in the period

ended December 312009 in accordance with Philippine Financial Reporting

Standards

Without qualifying our opinion we draw attention to Note to the

consolidated financial statements which indicates that the Companys and

its subsidiarys ability
to realize their deferred oil exploration costs depends

on the success of their exploration and future development work in proving

the
viability

of their oil properties to produce oil in commercial quantities

which cannot be determined at this time

SYCIP GORRES VELAYO CO

4.Pinn
Partner

CPA Certificate No 94303

SEC Accreditation No 0781-A

Tax Identification No 198-819-157

PTR No 2087563 January 2010 Makati City

March 24 2010
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The Philodrill Corporation and Subsidiary

Consolidated Balance Sheets

December 31

2009 2008

ASSETS

Current Assets

Cash and cash equivalents Note P102188831 P980828

Receivables net Notes and 120766785 104865713

Crude oil inventory Note 40451055 1596162

Other current assets 176310 1596102

Total Current Assets 263582981 109038805

Noncurrent Assets

Property and equipment net Notes and 292205238 297098016

Investments in associates Note 227195544 219853948

Available-for-sale financial assets Note 110591628 50972242

Deferred oil exploration costs net Notes and 10 823734492 821218862

Retirement benefits asset Note 18 906325

Other noncurrent assets 266689 756732

Total Noncurrent Assets 1454899916 1389899800

TOTAL ASSETS P1718482897 P1498938605

LIABILITIES AND EQUITY

Current Liabilities

Accounts payable and accrued liabilities Notes and 12 P14106297 P22073923

Subscriptions payable 2068842 2069233

Income tax payable 1004438 578586

Loans payable Note 11 121724515

Dividends payable Note 13 5035941

Total Current Liabilities 17179577 151482198

Noncurrent Liabilities

Retirement benefits liability Note 18 7217836

Deferred tax liability Note 19 1139116

Total Noncurrent Liabilities 8356952

Total Liabilities 17179577 159839150

Equity

Capital stock P0.01 par value held by 9320 equity holders in

2009 and 9393 equity holders in 2008 Note 13

Authorized 200.0 billion shares in 2009 and 155.0 billion

shares in 2008

Issued 1545002756 1534949112

Subscribed 373685298 1331

Subscriptions receivable 186830286 687
Paid-in capital from sale of treasury shares Note 13 1624012 1624012

Net unrealized loss on decline in value of

available-for-sale financial assets Note 111378253 163032906
Retained earnings deficit 79199793 34441407
Total Equity 1701303320 1339099455

TOTAL LIABILITIES AND EQUITY P1718482897 P1498938605

See accompanying Notes to Consolidated Financial Statements
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The Philodrill Corporation and Subsidiary

ConsolidatedStatements of Comprehensive Income

Years Ended December 31

2009 2008 2007

PETROLEUM REVENUE Notes and 10 P328779723 P133367423 P168952006

COSTS AND EXPENSES

Share in costs and operating expenses

Notes 10 and 16 163008806 85056688 121415322

General and administrative expenses Note 17 48618053 31205142 29960604

Depletion depreciation and amortization

Notes and 12847502 3073145 3721398

224474361 119334975 155097324

OTHER INCOME CHARGES

Equity in net earnings of associates Note 9341596 10236862 8280014

Interest and financing charges Notes 11 and 15 6696908 17599698 16360901

Interest income Notes and 15 2628261 3168115 3320565

Foreign exchange gains losses net Note 906932 1600498 452092

Gain on sale of

Available-for-sale financial assets Note 2410 984752

Property and equipment 18862704

Provision for impairment losses Notes and 658746

Others 279337 5452637 764866

4647764 2858414 15645346

INCOME BEFORE INCOME TAX 108953126 16890862 29500028

PROVISION FOR BENEFIT FROM INCOME

TAX Note 19

Current 1486983 651681 1444371

Deferred 1139116 1139116

347867 1790797 1444371

NET INCOME 108605259 15100065 28055657

OTHER COMPREHENSIVE INCOME LOSS

Changes in fair value of available-for-sale

financial assets Note 51654653 75156968 5068676

TOTAL COMPREHENSIVE INCOME LOSS P160259912 P60056903 P22986981

EARNINGS PER SHARE Note 14

Basic P0.0006 P0.0001 P0.0002

Diluted P0.0006 P0.0001 P0.0002

See accompanying Notes to Consolidated Financial Statements
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LII

The Philodrill Corporation and Subsidiary

Consolidated Statements of Changes in Equity
for the years ended December 31 2009 2008 and 2007

Issued Subscribed Total

BALANCES AT DECEMBER 31 2006 P1527632861 P7311155 P1157679 P1624012 P82807262 P77597129 P1375005958

Issuance of capital stock 1554431 1548004 6427

Collectionofsubscriptionsreceivable 339609 339609

Subtotal 1529187292 5763151 818070 1624012 82807262 77597129 1375351994

Total comprehensive income for the
year 5068676 28055657 22986981

BALANCES AT DECEMBER 31 2007 1529187292 5763151 818070 1624012 87875938 49541472 1398338975

Issuance of
capital

stock 5761820 5761820

Collectionofsubscriptionsreceivable 817383 817383

Subtotal 1534949112 1331 687 1624012 87875938 49541472 1399156358

Total comprehensive loss for the
year 75156968 15100065 60056903

BALANCES AT DECEMBER 31 2008 1534949112 1331 687 1624012 163032906 34441407 1339099455

Subscriptionsofcapital
stock 383737611 383737611

Collection of
subscriptions

receivables 196908012 196908012

Issuance of
capital

stock 10053644 10053644

Reversal of dividends payable Note 13 5035941 5035941

Subtotal 1545002756 373685298 186830286 1624012 163032906 29405466 1541043408

Total comprehensive income for the
year 51654653 108605259 160259912

BALANCES AT DECEMBER 31 2009 P1545002756 P373685298 P186830286 P1624012 P111378253 P79199793 P1701303320

Capital Stock Note 13

Paid-in Net Unrealized

Capital
from Loss on Decline

Sale of

Treasury

Subscriptions
Shares

Receivable Note 13

in Value of

Available-for-sale

Financial Assets

Note

Retained

Earnings

Deficit

See accompanying Notes to Consolidated Financial Statements
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The Philodrill Corporation and Subsidiary

ConsolidatedStatements of Cash Flows

CASH FLOWS FROM OPERATING ACTIVITIES

Income before income tax

Adjustments for

Depletion depreciation and amortization

Notes and

Retirement benefits costs Note 18

Interest and financing charges Notes 11 and 15

Unrealized foreign exchange losses gains net

Amortization of other deferred charges

Equity in net earnings of associates Note

Interest income Notes and 15
Dividend income

Gain on sale of

Available-for-sale financial assets Note

Property and equipment

Provision for impairment losses Notes and

Operating income before working capital changes

Decrease increase in

Receivables

Crude oil inventory
Other current assets

Decrease in accounts payable and accrued liabilities

Cash generated from used in operations

Interest received Note 23
Dividend received

Contributions to retirement fund Note 18
Interest and financing charges paid Note 23
Income taxes paid taxes anolied

Net cash from used in oneratine activities

Initluttlhla IIhILawIc

Years Ended December 31

2008

P108953126 P16890862 P29500028

3721398

3428400

16360901

85773
236700

8280014
3320565

6300

984752
18862704

658746

22366065

36355131
2725798

1153581

2605918
12715605

778859

6300

1000000
23393088
3732499

40056033

2009 2007

12847502

6875839

6696908

2880349

193299

9341596
2628261

6390

2410

3073145

3746300
17599698

919142
218492

10236862
3168115

7800

126468366

9147365
38854893

1419792
7384755

72501145
1505689

6390

15000000
7465851
1061131
fl

27196578

29857411
8087268

1472394
1996962

1957079

2327255

7800

17619883
70983

13.398732

CASH FLOWS FROM IN VESTING ACTIVITIES

Additional advances to related companies Note 15 10500000 10000000
Acquisitions of

Property and equipment Note 7472299 976703 470484
Available-for-sale financial assets Note 5720638 218888
Subsidiary Note 32588532

Additions to deferred oil exploration costs Notes 10

and 23 1216761 1220541 598151
Dividend received Note 2000000 2000000

Proceeds from sale of

Available-for-sale financial assets Note 8315 58744927

Property and equipment 19000000

Net cash from used in investing activities 22901383 10197244 43868872

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from

Stock subscriptions P196908012 P817383 P346036
Availment of loans Note 11 15000000 75000000 20000000

Advances from related companies 27542503

Payments of

Loans payable Note 11 136724515 42000000 33415114
Advances from related companies 13088122 19675450

Net cash from used in financing activities 75183497 20729261 5202025

NET EFFECT OF EXCHANGE RATE
CHANGES ON CASH AND CASH

EQUIVALENTS 1560353 21751 24386

NET INCREASE DECREASE IN CASH AND
CASH EQUIVALENTS 101208003 2844964 1413572

CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR 980828 3.825792 5239364

CASH AND CASH EQUIVALENTS AT END OF

YEAR Note 102188831 P980828 P3825.792

See accompanying Notes to Consolidated Financial Statements
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The Philodrill Corporation and Subsidiary

Notes to Consolidated Financial Statements

Corporate Information and Authorization for Issue of Financial Statements

Corporate Information

The Philodrill Corporation the Parent Company or TPC was incorporated in the Philippines and registered with the Philippine Securities

and Exchange Commission SEC on June 26 1969 The Parent Company and Phoenix Gas and Oil Exploration Company Inc PGO
wholly owned subsidiary incorporated in the Philippines and has not yet started commercial operations collectively referred to as the

Group are primarily engaged in oil exploration and/or production The Parent Company is also an investment holding company with

investments in financial services and mining

Acquisition of PGO
On May 22007 the Parent Company acquired 100% of the shares of PGO an entity which have participating interests in various oil properties

in the Philippines and has not yet started commercial operations as of the said date

The fair values of the identifiable assets of PGO as of the date of acquisition are as follows

Fair Values Carrying Values

Wells platforms and other facilities see Note 21234458 P21234458

Deferred oil exploration costs see Note 10 10695328 10695328

P31929786 P31929786

As of May 2007 PGO has no liabilities Since there was no fair value available for the acquired assets the Parent Company assumed that

the carrying value was the assets fair value and carried the same in its consolidated financial statements The purchase price for the net asset

acquired was P32.6 million which resulted to goodwill of P0.7 million The Parent Company immediately impaired this goodwill at the

acquisition date As of December 31 2009 PGO has not yet started commercial operations

The Parent Company which is operating in only one business segment has two associates engaged in financial services The Parent Company
and its associates have no geographical segments as they were incorporated and are operating within the Philippines Financial information

regarding these associates as of and for the years ended December 31 2009 and 2008 are presented in Note

The Parent Company and PGO have portfolio of oil and gas exploration projects in the Philippines The Groups ability to realize their

deferred oil exploration costs see Note 10 depends on the success of their exploration and future development work in proving the
viability

of their oil properties to produce oil in commercial quantities which cannot be determined at this time The consolidated financial statements

do not include any adjustment that might result from these uncertainties The effect of these uncertainties will be reported in the consolidated

financial statements as they become known and estimable

The registered business address of the Parent Company is 8th Floor Quad Alpha Centrum 125 Pioneer Street Mandaluyong City

The Parent Companys shares are listed and are currently traded at the Philippine Stock Exchange PSE

Authorization for Issue of Financial Statements

The consolidated financial statements were authorized for issue by the Board of Directors BOD on March 24 2010

Summary of Significant Accounting Policies and Financial Reporting Practices

Basis of Preparation

The consolidated financial statements of the Group have been prepared using the historical cost basis except for crude oil inventory which is

valued at market and quoted available-for-sale AFS financial assets which are measured at fair value The consolidated financial statements

are presented in Philippine Peso Peso which is the Parent Companys functional currency All amounts are rounded off to the nearest Peso

except when otherwise indicated

Basis of Consolidation

The consolidated financial statements comprise the financial statements of the Parent Company and PGO its wholly owned subsidiary
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LILI __
NOTES TO CONSOLIDATED FINANC IAL STATEMENTS

Subsidiary

subsidiary is an entity over which the Parent Company has the power to govern the financial and operating policies of the entity or

generally has an interest of more than one half of the voting rights of the entities The existence and effect of potential voting rights that are

currently exercisable or convertible are considered when assessing whether the Parent Company controls another entity subsidiary is
fully

consolidated from the date control is transferred to the Parent Company directly or through the holding companies Control is achieved where

the Parent Company has the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities They

are deconsolidated from the date on which control ceases

All intra-group balances transactions income and losses resulting from intra-group transactions that are recognized in assets are eliminated

in full However intra-group losses that indicate impairment are recognized in the consolidated financial statements

Statement of Compliance

The consolidated financial statements of the Group have been prepared in accordance with Philippine Financial Reporting Standards PFRS

Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financial year except that the Group has adopted the following

new and amended Philippine Accounting Standards PAS PFRS and Philippine Interpretations based on International Financial Reporting

Interpretation Committee IFRIC interpretations which were adopted as of January 2009

Revised PAS Presentation of Financial Statements separates owner and non-owner changes in equity All owner changes in equity

are required to be presented in statement of changes in equity and all non-owner changes either in one statement of comprehensive

income or in two separate statements which consist of statement of income and statement of comprehensive income The previous

standard required components of comprehensive income to be presented in the statement of changes in equity The revised standard also

requires the income tax effect of each component of comprehensive income to be disclosed In addition it requires entities to present

comparative balance sheet as at the beginning of the earliest comparative period when the entity has applied an accounting policy

retrospectively makes retrospective restatement or reclassifies items in the financial statements

The Group has elected to present comprehensive income in single statement and elected not to change the balance sheet to statement

of financial position

The Group has not presented three balance sheets on these consolidated financial statements because it has not applied an accounting

policy retrospectively made retrospective restatement of items on the Groups consolidated financial statements or reclassified items on

the Groups consolidated financial statements that affected the balance sheet at the beginning of the earliest comparative period

Revised PAS 23 Borrowing Costs requires capitalization of borrowing costs that are directly attributable to the acquisition construction

or production of qualifying asset In accordance with the transitional provisions of the amended PAS 23 the Group has adopted the

standard on prospective basis Therefore borrowing costs are capitalized on qualifying assets with commencement date on or after

January 2009 This revised standard does not have significant impact on the Groups consolidated financial statements

Amendment to PFRS Financial Instruments Disclosures requires additional disclosures about fair value measurement and liquidity

risk Fair value measurements related to items recorded at fair value are to be disclosed by source of inputs using three level fair value

hierarchy by class for all financial instruments recognized at fair value In addition reconciliation between the beginning and ending

balance for level fair value measurements is now required as well as significant transfers between levels in the fair value hierarchy The

amendments also
clarify

the requirements for liquidity risk disclosures with respect to derivative transactions and financial assets used

for liquidity management The three level fair value hierarchy and liquidity risk disclosures are presented in Notes 20 and 21 respectively

Amendments to PFRS First-time Adoption of Philippine Financial Reporting Standards and PAS 27 Separate and Consolidated

Financial Statements Cost of an Investment in Subsidiary Jointly Controlled Entity or Associate allow an entity to determine the cost of

investments in subsidiaries jointly controlled entities or associates in its opening PFRS financial statements in accordance with PAS 27

or using deemed cost method The amendment to PAS 27 required all dividends from subsidiary jointly controlled entity or associate

to be recognized in the income statement in the separate financial statement The revision to PAS 27 was applied prospectively The new

requirement does not have an impact on the Groups consolidated financial statements

PFRS Operating Segments replaced PAS 14 Segment Reporting upon its effective date The Group concluded that the operating segment

determined in accordance with PFRS are the same as the business segment previously identified under PAS 14

The following new and amended PFRS and Philippine Interpretations did not have significant impact on the Groups consolidated financial

statements

Amendment to PFRS Share-based Payment Vesting Conditions and Cancellations clarifies the definition of vesting conditions and

prescribes the treatment for an award that is cancelled
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

PAS 32 Financial Instruments Presentation and Amendment to PAS allows limited scope exception for puttable financial instruments

to be classified as equity if they fulfill number of specified criteria

Philippine Interpretation IFRIC Reassessment of Embedded Derivatives and Amendments to PAS 39 Financial Instruments Recognition

and Measurement requires an entity to assess whether an embedded derivative must be separated from host contract when the entity

reclassifies hybrid financial asset out of the fair value through profit or loss FVPL category This assessment is to be made based on

circumstances that existed on the later of the date the entity first became party to the contract and the date of any contract amendments

that significantly change the cash flows of the contract PAS 39 now states that if an embedded derivative cannot be reliably measured the

entire hybrid instrument must remain classified as at FVPL

Philippine Interpretation IFRIC 13 Customer Loyalty Programmes requires customer loyalty credits to be accounted for as separate

component of the sales transaction in which they are granted

Philippine Interpretation IFRIC 16 Hedges of Net Investment in Foreign Operation provides guidance on the accounting for hedge of

net investment As such it provides guidance on identifying the foreign currency risks that qualify for hedge accounting in the hedge of

net investment where within the group the hedging instruments can be held in the hedge of net investment and how an entity should

determine the amount of foreign currency gain or loss relating to both the net investment and the hedging instrument to be recycled on

disposal of the net investment

Philippine Interpretation IFRIC 18 Transfers of Assets from Customers provides guidance on how to account for items of property

plant and equipment received from customers or cash that is received and used to acquire or construct assets that are used to connect

the customer to network or to provide ongoing access to supply of goods or services or both When the transferred item meets the

definition of an asset the asset is measured at fair value on initial recognition as part of an exchange transaction The services delivered

are identified and the consideration received the fair value of the asset allocated to each identifiable service Revenue is recognized as

each service is delivered by the entity

Improvements to PFRSs

In 2008 and 2009 the International Accounting Standards Board issued its first omnibus of amendments to its standards primarily with view

to removing inconsistencies and clarifying wording There are separate transitional provisions for each standard Adoption of the following

improvements to standards did not have
any

material impact on the Groups consolidated financial statements

PFRS Non-current Assets Held for Sale and Discontinued Operations specifies when subsidiary is held for sale all of its assets and

liabilities will be classified as held for sale under PFRS even when the entity retains non-controlling interest in the subsidiary after

the sale

PAS clarifies assets and liabilities classified as held for trading are not automatically classified as current in the balance sheet

Amendment to PAS 16 Property Plant and Equipment replaces the term net selling price with fair value less costs to sell to be

consistent with PFRS Non-current Assets Held for Sale and Discontinued Operations and PAS 36 Impairment of Asset It also clarifies

that items of property plant and equipment held for rental that are routinely sold in the ordinary course of business after rental are

transferred to inventory when rental ceases and they are held for sale Proceeds of such sales are subsequently shown as revenue Cash

payments on initial recognition of such items the cash receipts from rents and subsequent sales are all shown as cash flows from

operating activities

PAS 19 Employee Benefits revises the definition of past service costs to include reductions in benefits related to past services negative

past service costs and to exclude reductions in benefits related to future services that arise from plan amendments Amendments to

plans that result in reduction in benefits related to future services are accounted for as curtailment It also revises the definition of

return on plan assets to exclude plan administration costs if they have already been included in the actuarial assumptions used to

measure the defined benefit obligation It also revises the definition of short-term and other long-term employee benefits to focus on

the point in time at which the
liability is due to be settled It also deletes the reference to the recognition of contingent liabilities to ensure

consistency with PAS 37 Provisions Contingent Liabilities and Contingent Assets

PAS 20 Accounting for Government Grants and Disclosures of Government Assistance clarifies that loans granted with no or low interest

rates will not be exempt from the requirement to impute interest The difference between the amount received and the discounted

amount is accounted for as government grant

PAS 23 revises the definition of borrowing costs to consolidate the types of items that are considered components of borrowing costs

i.e components of the interest expense
calculated using the effective interest rate method This revised standard disallows the alternative

treatment of borrowing costs which permits the recognition of borrowing costs as expense

PAS 28 Investment in Associates clarifies that if an associate is accounted for at fair value in accordance with PAS 39 only the requirement

of PAS 28 to disclose the nature and extent of
any significant restrictions on the

ability
of the associate to transfer funds to the entity in the

form of cash or repayment of loans applies It also defines an investment in an associate as single asset for the purpose of conducting the

impairment test Therefore any impairment test is not separately allocated to the goodwill included in the investment balance
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PAS 29 Financial Reporting in Hyperinflationary Economies revises the reference to the exception that assets and liabilities should

be measured at historical cost such that it notes property plant and equipment as being an example rather than implying that it is

definitive list

PAS 31 Interest in Joint Ventures clarifies that if joint venture is accounted for at fair value in accordance with PAS 39 only the

requirements of PAS 31 to disclose the commitments of the venturer and the joint venture as well as summary financial information

about the assets liabilities income and expense will apply

PAS 36 provides that when discounted cash flows are used to estimate fair value less cost to sell additional disclosure is required about

the discount rate consistent with disclosures required when the discounted cash flows are used to estimate value-in-use

PAS 38 Intangible Assets provides that expenditure on advertising and promotional activities is to be recognized as an expense when

the Company either has the right to access the goods or has received the services Advertising and promotional activities now specifically

include mail order catalogues It also deletes references to there being rarely if ever persuasive evidence to support an amortization

method for finite life intangible assets that results in lower amount of accumulated amortization than under the straight-line method

thereby effectively allowing the use of the unit of production method

PAS 39 provides changes in circumstances relating to derivatives specifically derivatives designated or de-designated as hedging

instruments after initial recognition are not reclassifications It also clarifies when financial assets are reclassified as result of an

insurance company changing its accounting policy in accordance with paragraph 45 of PFRS Insurance Contracts such is change in

circumstance not reclassification It further removes the reference to segment when determining whether an instrument qualifies

as hedge It requires use of the revised effective interest rate rather than the original effective interest rate when remeasuring debt

instrument on the cessation of fair value hedge accounting

PAS 40 Investment Properties revises the scope and the scope
of PAS 16 to include property that is being constructed or developed for

future use as an investment property Where an entity is unable to determine the fair value of an investment property under construction

but expects to be able to determine its fair value on completion the investment under construction will be measured at cost until such

time as fair value can be determined or construction is complete

PAS 41 Agriculture removes the reference to the use of pretax discount rate to determine fair value thereby allowing use of either

pretax or post-tax discount rate depending on the valuation methodology used and removes the prohibition to take into account cash

flows resulting from any additional transformations when estimating fair value Instead cash flows that are expected to be generated in

the most relevant market are taken into account

PAS 18 Revenue specifies no transitional provisions the amendment issued in 2009 is effective immediately and retrospectively The

amendment adds guidance which accompanies the standard to determine whether an entity is acting as principal or as agent The

features indicating an entity is acting as principal are whether the entity has primary responsibility for providing the goods or

services has inventory risk has discretion in establishing prices and bears the credit risk The Group has assessed its revenue

arrangements against these criteria and concluded that it is acting as principal in all arrangements The revenue recognition policy has

been updated accordingly

Future Changes in Accounting Policies

The following standards and interpretations will become effective subsequent to year 2009 The Group does not expect the adoption of the

applicable new and amended PFRS and Philippine Interpretations to have significant impact on the Groups consolidated financial statements

Effective in 2010

Philippine Interpretation IFRIC 17 Distributions of Non-Cash Assets to Owners provides guidance on how to account for non-cash

distributions to owners The interpretation clarifies when to recognize liability how to measure it and the associated assets and when

to derecognize the asset and liability The Company does not expect the Interpretation to have an impact on the financial statements as

the Company has not made non-cash distributions to shareholders in the past

Revised PFRS Business Combinations Revised and PAS 27 Consolidated and Separate Financial Statements Amended introduce

number of changes in the accounting for business combinations that will impact the amount of goodwill recognized the reported

results in the period that an acquisition occurs and future reported results The revised PAS 27 requires among others that

change in ownership interests of subsidiary that do not result in loss of control will be accounted for as an equity transaction and

will have no impact on goodwill nor will it give rise to gain or loss losses incurred by the subsidiary will be allocated between the

controlling and non-controlling interests previously referred to as minority interests even if the losses exceed the non-controlling

equity investment in the subsidiary and on loss of control of subsidiary any retained interest will be remeasured to fair value and

this will impact the gain or loss recognized on disposal The changes introduced by the revised PFRS must be applied prospectively and

PAS 27 must be applied retrospectively with few exceptions

ANNUAL REPORT 2009 17



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

PAS 39 Financial Instruments Recognition and Measurement
Eligible Hedged Items addresses only the designation of one-sided risk

in hedged item and the designation of inflation as hedged risk or portion in particular situations The amendment clarifies that an

entity is permitted to designate portion of the fair value changes or cash flow variability of financial instrument as hedged item

PFRS Share-based Payments Group Cash-settled Share-based Payment Transactions clarifies the scope and the accounting for group

cash-settled share-based payment transactions The Company has concluded that the amendment will have no impact on the financial

position or performance of the Company as the Company has not entered into any such share-based payment transactions

Philippine Interpretation IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments provides guidance on how to account for

the extinguishment of financial liability by the issue of equity instruments These transactions are often referred to as debt for equity

swaps

Improvements to PFRS

PFRS Share-based Payment clarifies that the contribution of business on formation of joint venture and combinations under

common control are not within the scope of PFRS even though they are out of scope of PFRS Business Combinations Revised

PFRS Noncurrent Assets Heldfor Sale and Discontinued Operations clarifies that the disclosures required in respect of non-current assets

and disposal groups classified as held for sale or discontinued operations are only those set out in PFRS The disclosure requirements

of other PFRSs only apply if specifically required for such non-current assets or discontinued operations

PFRS Operating Segments clarifies that segment assets and liabilities need only be reported when those assets and liabilities are

included in measures that are used by the chief operating decision maker

Improvements to PAS Presentation of Financial Statements clarifies that the terms of
liability

that could result at anytime in its

settlement by the issuance of equity instruments at the option of the counterparty do not affect its classification

Improvements to PAS Statement of Cash Flows explicitly states that only expenditure that results in recognized asset can be classified

as cash flow from investing activities

PAS 17 Leases removes the specific guidance on classifying land as lease Prior to the amendment leases of land were classified as

operating leases The amendment now requires that leases of land are classified as either finance or operating in accordance with the

general principles of PAS 17 The amendments will be applied retrospectively

PAS 36 Impairment of Assets clarifies that the largest unit permitted for allocating goodwill acquired in business combination is the

operating segment as defined in PFRS before aggregation for reporting purposes

PAS 38 Intangible Assets clarifies that if an intangible asset acquired in business combination is identifiable only with another intangible

asset the acquirer may recognize the group of intangible assets as single asset provided the individual assets have similar useful lives

This also clarifies that the valuation techniques presented for determining the fair value of intangible assets acquired in business

combination that are not traded in active markets are only examples and are not restrictive on the methods that can be used

Philippine Interpretation IFRIC Reassessment of Embedded Derivatives clarifies that it does not apply to possible reassessment at

the date of acquisition to embedded derivatives in contracts acquired in business combination between entities or businesses under

common control or the formation of joint venture

Effective in 2011

Philippine Interpretation IFRIC 16 Hedge of Net Investment in Foreign Operation states that in hedge of net investment in foreign

operation qualifying hedging instruments may be held by any entity or entities within the group including the foreign operation itself

as long as the designation documentation and effectiveness requirements of PAS 39 that relate to net investment hedge are satisfied

Effective in 2012

Philippine Interpretation IFRIC 15 Agreement for Construction of Real Estate covers accounting for revenue and associated expenses

by entities that undertake the construction of real estate directly or through subcontractors This Interpretation requires that revenue

on construction of real estate be recognized only upon completion except when such contract qualifies as construction contract to be

accounted for under PAS 11 Construction Contracts or involves rendering of services in which case revenue is recognized based on stage

of completion Contracts involving provision of services with the construction materials and where the risks and reward of ownership

are transferred to the buyer on continuous basis will also be accounted for based on stage of completion

Effective in 2013

PFRS Financial Instruments specifies how an entity should classify and measure financial assets including some hybrid contracts It

applies consistent approach to classifying financial assets and replace the numerous categories of financial assets in PAS 39 each of

which had its own classification criteria This also results in one impairment method
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The Group continues to assess the impact of the above new and amended accounting standards and interpretations effective subsequent to

2009 on its consolidated financial statements in the period of initial application Additional disclosures required by these amendments will be

included in the consolidated financial statements when these amendments are adopted

Investments in Associates

Associates are entities which the Group has significant influence but not control generally accompanying shareholding of between 20% to

50% of the voting rights Investments in associates are accounted for under the equity method of accounting

The Groups share of its associates post-acquisition profits or losses is recognized in the consolidated statement of comprehensive income and

its share of post-acquisition movements in reserves is recognized in reserves The cumulative post-acquisition movements are adjusted against

the carrying amount of the investment Distributions received from an investee reduce the carrying amount of the investment When the

Groups share of losses in an associate equals or exceeds its interest in the associate including any other unsecured receivables the Group does

not recognize further losses unless it has incurred obligations or made payments on behalf of the associate

Unrealized gains on transactions between the Group and its associates are eliminated to the extent of the Groups interest in the associates

Unrealized losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred Accounting policies

have been changed where necessary to ensure consistency with the policies adopted by the Group

Interest in Jointly Controlled Assets

Interest in jointly controlled assets is accounted for by recognizing in the consolidated financial statements the Groups share in the jointly

controlled assets The share is included principally in the Receivables Property and equipment and Deferred oil exploration costs accounts

in the consolidated balance sheets Any liabilities incurred jointly with the other venturers are recognized under Accounts with Partners in

the consolidated balance sheets Related revenues and expenses are recognized in the consolidated statements of comprehensive income

Business Combination and Goodwill

Business combinations are accounted for using the purchase method This involves recognizing identifiable assets and liabilities of the acquired

business
initially at fair value If the acquirers interest in the net fair value of the identifiable assets and liabilities exceeds the cost of the

business combination the acquirer shall reassess the identification and measurement of the acquirees identifiable assets and liabilities and

the measurement of the cost of the combination and recognize immediately in profit or loss any excess remaining after that reassessment

When business combination involves more than one exchange transaction each exchange transaction shall be treated separately using the

cost of the transaction and fair value information at the date of each exchange transaction to determine the amount of any goodwill associated

with that transaction This results in step-by-step comparison of the cost of the individual investments with the Groups interest in the fair

value of the acquirees identifiable assets liabilities and contingent liabilities at each exchange transaction The fair values of the acquirees

identifiable assets liabilities and contingent liabilities may be different at the date of each exchange transaction Any adjustments to those fair

values relating to previously held interests of the Group is revaluation to be accounted for as such and presented separately as part of equity

Goodwill represents the excess of the cost of an acquisition over the fair value of the Groups share in the net identifiable assets of the acquired

subsidiary or associate at the date of acquisition

Goodwill on acquisitions of subsidiaries is recognized separately as noncurrent asset Goodwill on acquisitions of associates is included in

investments in associates and is tested annually for impairment as part of the overall balance

Goodwill is reviewed for impairment annually or more frequently if events or changes in circumstances indicate that the carrying value may

be impaired

Impairment is determined for goodwill by assessing the recoverable amount of the cash-generating unit CGU or group of CGUs to which

the goodwill relates Where the recoverable amount of the CGU or group of CGUs is less than the carrying amount of the CGU or group of

CGUs to which goodwill has been allocated an impairment loss is recognized Impairment losses relating to goodwill cannot be reversed in

future periods The Group performs its impairment test of goodwill on an annual basis

Cash and Cash Equivalents

Cash consists of 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 up to three months or less from dates of acquisition and are subject to an insignificant risk of

change in value

Financial Instruments

Date of recognition

The Group recognizes financial asset or financial liability in the consolidated balance sheet when it becomes 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 on the settlement date
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Initial recognition and
classfi

cation offinancial instruments

Financial instruments are recognized initially
at fair value which is the fair value of the consideration given in case of an asset or received in

case of liability The initial measurement of financial instruments except for those designated at FVPL includes transaction cost

On initial recognition the Group classifies its financial assets in the following categories financial assets at FVPL held-to-maturity HTM
investments AFS financial assets and loans and receivables as appropriate Financial liabilities are classified as either financial liabilities

at FVPL or other financial liabilities as appropriate The classification depends on the purpose for which the investments are acquired and

whether they are quoted in an active market Management determines the classification of its financial assets and financial liabilities at initial

recognition and where allowed and appropriate re-evaluates such designation at each balance sheet date

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual arrangement Interest dividends

gains and losses relating to financial instrument or component that is financial
liability are reported as expense or income Distributions

to holders of financial instruments classified as equity are charged directly to equity net of any related income tax benefits

As of December 31 2009 and 2008 the Group has no financial assets classified as HTM investments and financial assets and financial

liabilities at FVPL

Determination offair value

The fair value of financial instruments that are actively traded in organized financial markets is determined by reference to quoted market

prices bid price for long positions and ask price for short positions without any deduction from transaction costs at the close of business on

the balance sheet date When current bid and asking prices are not available the price of the most recent transaction is used since it provides

evidence of current fair value as long as there has not been significant change in economic circumstances since the time of transaction

For investments and all other financial instruments where there is no active market fair value is determined using generally acceptable

valuation techniques Such techniques include using arms length market transactions reference to the current market value of another

instrument which is substantially the same discounted cash flow analysis and other valuation models

Day Profit

Where the transaction price in non-active market is different from the fair value based on other observable current market transactions

in the same instrument or based on valuation technique whose variables include only data from observable market the Group recognizes

the difference between the transaction price and fair value Day profit in the consolidated statement of comprehensive income unless

it qualifies for recognition as some other type of asset In cases where use is made of data which is not observable the difference between

the transaction price and model value is only recognized in the consolidated statement of comprehensive income when the inputs become

observable or when the instrument is derecognized For each transaction the Group determines the appropriate method of recognizing the

Day profit amount

Embedded derivatives

An embedded derivative is separated from the host financial or nonfinancial contract and accounted for as derivative if all of the following

conditions are met

the economic characteristics and risks of the embedded derivative are not closely related to the economic characteristic and risks of the

host contract

separate instrument with the same terms as the embedded derivative would meet the definition of derivative and

the hybrid or combined instrument is not recognized as at FVPL

The Group assesses whether embedded derivatives are required to be separated from host contracts when the Group first becomes party to

the contract Reassessment only occurs if there is 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 consolidated statement of comprehensive income

The Group has no embedded derivatives as of December 31 2009 and 2008

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market After

initial measurement loans and receivables are subsequently carried at amortized cost using the effective interest method Amortized cost is

calculated taking into account any discount or premium on acquisition and includes transaction costs and fees that are an integral part of the

effective interest rate Gains and losses are recognized in the consolidated statement of comprehensive income when the loans and receivables

are derecognized or impaired as well as through the amortization process These financial assets are included in current assets if maturity is

within twelve months from the balance sheet date Otherwise these are classified as non-current assets

As of December 31 2009 and 2008 the Groups loans and receivables consist of cash and cash equivalents and receivables see Note 20
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AFS financial assets

AFS financial assets are non-derivative financial assets that are designated as AFS financial assets or are not classified in any
of the three other

categories The Group designates financial instruments as AFS financial assets if they are purchased and held indefinitely and may be sold in

response to liquidity requirements or changes in market conditions After initial recognition AFS financial assets are measured at fair value

with unrealized gains or losses being recognized directly in equity as Net unrealized loss on decline in value of AFS financial assets

When the financial asset is disposed of the cumulative gains or losses previously recorded in equity are recognized in the consolidated

statement of comprehensive income Interest earned on the investments is reported as Interest income using the effective interest method

Dividends earned on investments are recognized in the consolidated statement of comprehensive income as Dividends income when the

right of payment has been established The Group considers several factors in making decision on the eventual disposal of the investment

The major factor of this decision is whether or not the Group will experience inevitable further losses on the investment These financial assets

are classified as noncurrent assets unless the intention is to dispose of such assets within twelve months from the balance sheet date

As of December 31 2009 and 2008 the Group classifies its investments in shares of stocks as AFS financial assets see Note

Other financial liabilities

Other financial liabilities are initially recorded at fair value After initial recognition interest-bearing loans and borrowings are subsequently

measured at amortized cost using the effective interest method Amortized cost is calculated by taking into account any issue costs and

any discount or premium on settlement Gains and losses are recognized in the consolidated statement of comprehensive income when the

liabilities are derecognized as well as through the amortization process

As of December 31 2009 and 2008 the Group classifies its loans payable accounts payable and accrued liabilities dividends payable and

subscriptions payable as other financial liabilities see Note 20

Offsetting Financial Instruments

Financial assets and financial liabilities are set off and the net amount is reported in the consolidated balance sheet if and only if there is

currently enforceable legal right to offset the recognized amounts and there is an intention to settle on net basis or to realize the asset and

settle the
liability simultaneously

Impairment of Financial Assets

The Group assesses at each balance sheet date whether financial asset or group of financial assets is impaired financial asset or group

of financial assets is deemed to be impaired if and only if there is objective evidence of impairment as result of one or more events that has

occurred after the initial recognition of the asset an incurred loss event and that loss event or events has an impact on the estimated future

cash flows of the financial asset or the group of financial assets that can be reliably estimated Evidence of impairment may include indications

that the contracted parties or group
of contracted parties 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 defaults

Loans and receivables

If there is objective evidence that an impairment loss on financial assets carried at amortized cost has been incurred the amount of loss is

measured as the difference between the assets carrying amount and the present value of estimated future cash flows excluding future credit

losses that have not been incurred discounted at the financial assets original effective interest rate i.e the effective interest rate computed

at initial recognition The carrying amount of the asset shall be reduced through the use of an allowance account The amount of loss is

recognized in the consolidated statement of comprehensive income

The Group first assesses whether objective evidence of impairment exists individually for financial assets that are individually significant

and individually or collectively for financial assets that are not individually significant If it is determined that no objective evidence of

impairment exists for an individually assessed financial asset the asset is included in the group of financial assets with similar credit risk and

characteristics and that group of financial assets is collectively assessed 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 collective assessment of impairment

If in subsequent period the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring

after the impairment was recognized the previously recognized impairment loss is reversed Any subsequent reversal of an impairment loss

is recognized in the consolidated statement of comprehensive income to the extent that the carrying value of the asset does not exceed what

its amortized cost could have been had there been no impairment at the reversal date

In relation to receivable provision for impairment is made when there is objective evidence such as the probability of insolvency or

significant financial difficulties of the debtor that the Group will not be able to collect all the amounts due under the original terms of the

invoice The carrying amount of the receivable is reduced through the use of an allowance account Impaired receivables are derecognized

when they are assessed as uncollectible
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Financial assets carried at cost

If there is objective evidence of impairment on an unquoted equity instrument that is not carried at fair value because its fair value cannot be

reliably measured or on derivative asset that is linked to and must be settled by delivery of such an unquoted equity instrument the amount

of the loss is measured as the difference between the assets carrying amount and the present value of estimated future cash flows discounted

at the current market rate of return of similar financial asset

AFS financial assets

For AFS financial assets the Group assesses at each balance sheet date whether there is objective evidence that financial asset or group of

financial assets is impaired

In case of equity investments classified as AFS financial assets this would include significant or prolonged decline in the fair value of the

investments below its cost When 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 consolidated statement of

comprehensive income is removed from equity and recognized in the consolidated statement of comprehensive income

Impairment losses on equity investments are not reversed through the consolidated statement of comprehensive income Increases in fair

value after impairment are recognized directly in equity

In the case of debt instruments classified as AFS financial assets 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 consolidated

statement of comprehensive income If in subsequent year the fair value of debt instrument increases and the increase can be objectively

related to an event occurring after the impairment loss was recognized in the consolidated statement of comprehensive income the impairment

loss is reversed through the consolidated statement of comprehensive income

Derecognition of Financial Assets and Financial Liabilities

Financial assets

financial asset or where applicable part of financial asset or part of group of similar financial assets is derecognized when

the rights to receive cash flows from the asset have expired

the 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 third party under pass-through arrangement or

the Group has transferred its rights to receive cash flows from the asset and either has transferred substantially all the risks and

rewards of the asset or has neither transferred nor retained substantially all risks and rewards of the asset but has transferred control

of the asset

Where the Group has transferred its rights to receive cash flows from an asset or has entered into pass-through arrangement and has neither

transferred nor retained substantially all the risks and rewards of the asset nor transferred control of the asset the asset is recognized to the

extent of the Groups continuing involvement in the asset Continuing involvement that takes the form of 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 the Group could

be required to repay

When continuing involvement takes the form of written and/or purchased option including cash-settled option or similar provision on

the transferred asset the extent of the Groups continuing involvement is the amount of the transferred asset that the Group may repurchase

except that in the case of written put option including cash-settled option or similar provision on asset measured at fair value the extent

of the Groups continuing involvement is limited to the lower of the fair value of the transferred asset and the option exercise price

Financial liabilities

financial
liability

is derecognized when the obligation under the
liability was discharged cancelled or has expired

Where an existing financial
liability is replaced by another from the same lender on substantially different terms or the terms of an existing

liability
are substantially modified such an exchange or modification is treated as derecognition of the original liability

and the recognition

of new liability
and the difference in the respective carrying amounts is recognized in the consolidated statement of comprehensive income

Crude Oil Inventory

Crude oil inventory is carried at market value

Property and Equipment

Property and equipment are stated at cost less accumulated depletion depreciation and amortization and any impairment in value Such cost

includes the cost of replacing part of such property and equipment when that cost is incurred and the recognition criteria are met

The initial cost of property and equipment other than wells platforms and other facilities comprises its purchase price including taxes and

any directly attributable costs of bringing the asset to its working condition and location for its intended use Expenditures incurred after the

property and equipment have been put into operation such as repairs and maintenance are normally charged to income in the period the
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costs are incurred In situations where it can be clearly demonstrated that the expenditures have resulted in an increase in the future economic

benefits expected to be obtained from the use of an item of property and equipment beyond its originally assessed standard of performance

the expenditures are capitalized as additional cost of property and equipment

When assets are retired or otherwise disposed of the cost and related accumulated depletion depreciation and amortization and any

allowance for impairment are removed from the accounts and
any gain or loss resulting from their disposals is recognized in consolidated

statement of comprehensive income

Depletion of wells platforms and other facilities are provided on field basis under the unit-of-production method based upon estimates of

proven reserves The depletion base includes the exploration and development cost of producing oilfields

Depreciation of property and equipment other than wells platforms and other facilities is computed using the straight-line method over the

estimated useful lives of the assets as follows

Number of Years

Office condominium units and improvements
20

Transportation equipment

Office furniture fixtures and equipment

Depreciation and amortization of an item of property and equipment begins when it becomes available for use i.e when it is in the location

and condition necessary for it to be capable of operating in the manner intended by management Depreciation or amortization ceases at the

earlier of the date that the item is classified as held for sale or included in disposal group
that is classified as held for sale in accordance with

PFRS Noncurrent Assets Held for Sale and Discontinued Operations and the date the asset is derecognized

Wells in progress pertains to those development costs relating to Service Contract SC where oil in commercial quantities are discovered and

are subsequently reclassified to Wells platforms and other facilities shown under Property and equipment account in the consolidated

balance sheet upon commercial production Depletion of wells in progress commences upon transfer to property and equipment

The assets useful lives and depletion depreciation and amortization methods are reviewed periodically to ensure that the periods and

methods of depletion depreciation and amortization are consistent with the expected pattern of economic benefits from items of property

and equipment

Deferred Oil Exploration Costs

The Group follows the full cost method of accounting for exploration costs determined on the basis of each SC/Geophysical Survey and

Exploration Contract GSEC area Under this method all exploration costs relating to each SC/GSEC are deferred pending determination of

whether the contract area contains oil and gas reserves in commercial quantities The exploration costs relating to the SC/GSEC area where

oil and gas in commercial quantities are discovered are subsequently capitalized as Wells platforms and other facilities shown under the

Property and equipment account in the consolidated balance sheet upon commercial production When the SC/GSEC is permanently

abandoned or the Group has withdrawn from the consortium the related deferred oil exploration costs are written-off SCs and GSECs are

considered permanently abandoned if the SCs and GSECs have expired and/or there are no definite plans for further exploration and/or

development

Impairment of Nonfinancial Assets

The Group assesses at each balance sheet date whether there is an indication that noncurrent nonfinancial assets which include property

and equipment investments in associates deferred oil exploration costs and other noncurrent assets may be impaired If any such indication

exists or when annual impairment testing for an asset is required the Group makes an estimate of the assets recoverable amount An assets

recoverable amount is the higher of an assets or CGUs fair value less costs to sell and its value in use and is determined for an individual asset

unless the asset does not generate cash inflows that are largely independent of those from other assets or groups of assets Where the carrying

amount of an asset exceeds its recoverable amount the asset is considered impaired and is written down to its recoverable amount In assessing

value-in-use the estimated future cash flows are discounted to their present value using pre-tax discount rate that reflects current market

assessments of the time value of money and the risks specific to the asset Impairment losses of continuing operations are recognized in the

consolidated statement of comprehensive income in those expense categories consistent with the function of the impaired asset

For assets excluding goodwill an assessment is made at each balance sheet date as to whether there is any indication that previously recognized

impairment losses may no longer exist or may have decreased If such indication exists the recoverable amount is estimated previously

recognized impairment loss is reversed only if there has been change in the estimates used to determine the assets recoverable amount

since the last impairment loss was recognized If that is the case the carrying amount of the asset is increased to its recoverable amount That

increased amount cannot exceed the carrying amount that would have been determined net of accumulated depletion depreciation and

amortization had no impairment loss been recognized for the asset in prior years Such reversal is recognized in the consolidated statement

of comprehensive income unless the asset is carried at revalued amount in which case the reversal is treated as revaluation increase After

such reversal the depreciation charge is adjusted in future periods to allocate the assets revised carrying amount less any residual value on

systematic basis over its remaining useful life
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Capital Stock

Capital stock is measured at par value for all shares issued When the Group issues more than one class of stock separate account is

maintained for each class of stock and the number of shares issued Incremental costs incurred directly attributable to the issuance of new

shares are shown in equity as deduction from proceeds net of tax

Own equity instruments which are reacquired treasury shares are recognized at cost and deducted from equity No gain or loss is recognized

in
profit or loss on the purchase sale issue or cancellation of the Groups own equity instruments Any difference between the carrying

amount and the consideration is recognized in paid-in capital in excess of par

Retained Earnings Deficit

Retained earnings deficit represent the cumulative balance of net income loss dividend distributions prior period adjustments effects of

changes in accounting policy and other capital adjustments

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Group and the amount of revenue can be

reliably measured Revenue is measured at the fair value of the consideration received excluding discounts and other sales taxes or duty The

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

Petroleum revenue

Revenue from petroleum operations is recognized as income at the time of production

Rental income

Rental income is accounted for on straight-line basis over the related lease terms

Interest income

Interest income is recognized as the interest accrues taking into account the effective yield on the asset

Dividend income

Dividend income is recognized when the right to receive the payment is established

Costs and Expenses Recognition

Costs and expenses are recognized in profit or loss when decrease in future economic benefit related to decrease in an asset or an increase

of
liability

has arisen that can be measured reliably Costs and expenses are recognized in the consolidated statement of comprehensive

income in the period in which they are incurred

Borrowing Costs

Borrowing costs generally are recognized as expense in the consolidated statement of comprehensive income when incurred Borrowing

costs are capitalized if they are directly attributable to the acquisition or construction of qualifying asset Capitalization of borrowing costs

commences when the activities to prepare the asset are in progress
and expenditures and borrowing costs are being incurred Borrowing

costs are capitalized until the assets are substantially ready for their intended use If the carrying amount of the asset exceeds its estimated

recoverable amount an impairment loss is recorded

Retirement Benefits Costs

Retirement benefits costs are actuarially determined using the projected unit credit method The projected unit credit method considers each

period of service as giving rise to an additional unit of benefit entitlement and measures each unit separately to build up the final obligation

Upon introduction of new plan or improvement of an existing plan past service costs are recognized on straight-line basis over the

average period until the amended benefits become vested To the extent that the benefits are already vested immediately past service cost is

immediately expensed Actuarial gains and losses are recognized as income or expense when the cumulative unrecognized actuarial gains

and losses at the end of the previous reporting year exceeded 10% of the higher of the present value of defined benefits obligation and the

fair value of plan assets at that date These gains or losses are recognized over the expected average remaining working lives of the employees

participating in the plan

Retirement benefits liability is the aggregate of the present value of the defined benefits obligation and actuarial gains and losses not recognized

reduced by past service cost not yet recognized and the fair value of plan assets out of which the obligations are to be settled directly If such

aggregate is negative the asset is measured at the lower of such aggregate or the aggregate cumulative unrecognized net actuarial losses and

past service cost and the present value of any economic benefits available in the form of refunds from the plan or reductions in the future

contributions to the plan

If the asset is measured at the aggregate of cumulative unrecognized net actuarial losses and past service cost and the present value of any

economic benefits available in the form of refunds from the plan or reductions in the future contributions to the plan net actuarial losses of

the current period and the past service cost of the current period are recognized immediately to the extent that they exceed any reduction in

the present value of these economic benefits If there is no change or there is an increase in the present value of economic benefits the entire
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net actuarial losses of the current period and the past service cost of the current period are recognized immediately to the extent that they

exceed any reduction in the present value of these economic benefits Similarly net actuarial gains of the current period after the deduction

of past service cost of the current period exceeding any increase in the asset is measured with the aggregate of cumulative unrecognized net

actuarial losses and past service cost at the present value of any economic benefits available in the form of refunds from the plan or reductions

in the future contributions to the plan If there is no change or there is decrease in the present value of the economic benefits the entire net

actuarial gains of the current period after the deduction of past service cost of the current period are recognized immediately

Leases

The determination of whether an arrangement is or contains lease is based on the substance of the arrangement at inception date

whether the fulfillment of the arrangement is dependent on the use of specific asset or the arrangement conveys right to use the asset

reassessment is made after inception of the lease only if one of the following applies

there is change in contractual terms other than renewal or extension of the arrangement

renewal option is exercised or extension granted unless the term of the renewal or extension was initially included in the lease

term

there is change in the determination of whether fulfillment is dependent on specified asset or

there is substantial change to the asset

Where reassessment is made lease accounting shall commence or cease from the date when the change in circumstances gave rise to

the reassessment for scenarios or and at the date of renewal or extension period for scenario

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as operating leases Operating

lease income are recognized in the consolidated statement of comprehensive income on straight line basis over the lease term

Income Taxes

Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from or

paid to the tax authority The tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted as of

the balance sheet date

Deferred tax

Deferred tax is recognized on all temporary differences at the balance sheet date between the tax bases of assets and liabilities and their

carrying amounts for financial reporting purposes

Deferred tax liabilities are recognized for all taxable temporary differences Deferred tax assets are recognized for all deductible temporary

differences and carryforward benefits of unused tax credits from excess of minimum corporate income tax MCIT over the regular corporate

income tax RCIT MCIT and unused tax losses from net operating loss carryover NOLCO to the extent that it is probable that

sufficient future taxable profits will be available against which the deductible temporary differences excess MCIT and NOLCO can be utilized

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer probable that

sufficient future taxable profits will be available to allow all or part of the deferred tax assets to be utilized Unrecognized deferred tax assets

are reassessed at each balance sheet date and are recognized to the extent that it has become probable that sufficient future taxable profits will

allow the deferred tax assets to be recovered

Deferred tax assets and deferred tax liabilities are measured at the tax rates that are expected to apply to the period when the asset is realized

or the liability is settled based on tax rates and tax laws that have been enacted or substantively enacted at the balance sheet date

Deferred tax assets and deferred tax liabilities are offset if legally enforceable right exist to set off current tax assets against current tax

liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority

Provisions and Contineencies

Provisions are recognized when the Group has present obligation legal or constructive as result of past event it is probable

that an outflow of resources embodying economic benefits will be required to settle the obligation and reliable estimate can be made of

the amount of the obligation If the effect of time value of money is material provisions are determined by discounting the expected future

cash flows at pretax rate that reflects current market assessment of the time value of money and where appropriate the risks specific to the

liability
Where discounting is used the increase in the provision due to passage of time is recognized as an interest expense

Contingent liabilities are not recognized in the consolidated financial statements These are disclosed unless the possibility of an outflow of

resources embodying economic benefits is remote Contingent assets are not recognized in the consolidated financial statements but disclosed

when an inflow of economic benefits is probable
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Basic/Diluted Earnings Per Share

Basic earnings per share is computed by dividing net income for the year by the weighted average number of common shares issued and

outstanding during the
year

after giving retroactive effect to stock dividends declared and stock rights exercised during the year if any

Diluted earnings per share is computed by dividing net income for the year after deducting interest on convertible preferred shares by the

weighted average number of shares issued and outstanding during the year plus the weighted average
number of common shares that would

be issued on the conversion of all dilutive potential common shares into common shares

As of December 31 2008 the Group has potential dilutive common shares from its stock rights offering and no potential dilutive common

shares in 2009 and 2007

Foreign Currency Transactions and Translations

Transactions in foreign currencies are recorded using the applicable exchange rate at the date of the transaction Outstanding monetary assets

and liabilities denominated in foreign currencies are translated using the applicable closing functional currency exchange rate at the balance

sheet date Foreign exchange gains or losses arising from foreign currencydenominated transactions and translations are recognized in the

consolidated statement of comprehensive income

Segment Reporting

Currently the Group has only one business segment The Group is primarily involved in oil exploration and production Revenue generated

consists mainly of revenue from petroleum operations The Group has no geographical segments

Management monitors the operating results of its business unit separately for the
purpose

of making decisions about resource allocation and

performance assessment Segment performance is evaluated based on operating profit or loss which in certain respects is measured differently

from operating income or loss in the consolidated financial statements Group financing excluding interest income and expense and income

taxes are managed on group basis and are not allocated to operating segments

Events After the Balance Sheet Date

Events after the balance sheet date that provide additional information about the Groups position at the balance sheet date adjusting events

are reflected in the consolidated financial statements Events after the balance sheet date that are not adjusting events are disclosed in the notes

to consolidated financial statements when material

Significant Judgments Accounting Estimates and Assumptions

The preparation of the consolidated financial statements in accordance with PFRS requires management to make judgments estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the

financial information and the reported amounts of income and expenses during the year The judgments estimates and assumptions used in

the preparation of the consolidated financial statements are based upon managements evaluation of relevant facts and circumstances as of the

date of the consolidated financial statements Future events may occur which can cause the assumptions used in arriving at those judgments

and estimates to change The effects will be reflected in the consolidated financial statements as they become reasonably determined

Judgments

In the process of applying the Groups accounting policies management has made the following judgments apart from those involving

estimations which have the most significant effect on the amounts recognized in the consolidated financial statements

Determination offunctional currency

The Parent Company based on the relevant economic substance of the underlying circumstances has its functional currency determined to

be the Peso It is the currency of the primary economic environment in which the Parent Company operates

Classfi cation offinancial instruments

The Group classifies financial instrument or its components on initial recognition as financial asset financial liability or an equity

instrument in accordance with the substance of the contractual arrangement and the definitions of financial asset financial liability or an

equity instrument The substance of financial instrument rather than its legal form governs its classification in the consolidated balance

sheet The classification of financial assets and financial liabilities of the Group are presented in Note 20

Classfication of leases

The Group has entered into commercial property leases where it has determined that it retains all the significant risks and rewards of ownership

of these properties and has classified the leases as operating leases The Groups rent income is included in Other income in the consolidated

statements of comprehensive income

Estimates and Assumptions

The key assumptions concerning the future and other key sources of estimation as of balance sheet date that have significant risk of causing

material adjustment to the carrying amounts of assets and liabilities within the next financial reporting year are discussed below
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Impairment of loans and receivables

The Group assesses on regular basis if there is objective evidence of impairment of loans and receivables The amount of impairment loss

is measured as the difference between the assets carrying amount and the present
value of the estimated future cash flows discounted at the

assets original effective interest rate The Group uses individual impairment assessment on its loans and receivables The Group did not assess

its loans and receivables for collective impairment due to the few counterparties which can be specifically identified The amount of loss is

recognized in the consolidated statement of comprehensive income with corresponding reduction in the carrying value of the loans and

receivables through an allowance account

Total carrying value of loans and receivables amounted to 223.0 million and 105.8 million as of December 31 2009 and 2008 respectively

see Notes 20 and 21 Allowance for impairment on these financial assets amounted to 12.7 million as of December 31 2009 and 2008 see

Notes and 21

Measurement of market value of crude oil inventory

The market value of crude oil inventory is based on the average Dubai price net of applicable discount or including applicable premium which

also represents an active market for the product As of December 31 2009 and 2008 the crude oil inventory amounted to 40.5 million and

1.6 million respectively

Determination offair value offinancial instruments

The Group carries certain financial assets and financial liabilities at fair value which requires use of accounting estimates and judgment

Significant components of fair value measurement were determined using verifiable objective evidence i.e interest rate volatility rates

However the amount of changes in fair value would differ if the Group utilized different valuation methodologies and assumptions Any

change in the fair value of these financial assets and financial liabilities would affect the consolidated statement of comprehensive income and

consolidated statement of changes in equity

The carrying values and the fair values of financial assets and financial liabilities as of December 31 2009 and 2008 are disclosed in Note 20

Impairment of AFS financial assets

Quoted shares at fair value

An impairment loss arises with respect to AFS financial assets when there is objective evidence of impairment which involves significant

judgment In applying this judgment the Group evaluates the financial health of the issuer among others In the case of AFS equity instruments

the Group expands its analysis to consider changes in the issuers industry and sector performance legal and regulatory framework changes

in technology and other factors that affect the recoverability of the Groups investments

Unquoted shares at cost

Management believes that while the range of reasonable fair value estimates is significant the probabilities of the various estimates cannot be

reasonably assessed given the unquoted nature of equity investments As result the Group carries unquoted AFS financial assets at cost less

any impairment in value

The carrying amount of AFS financial assets amounted to 110.6 million and 51.0 million as of December 31 2009 and 2008 respectively

No impairment losses were recognized in 2009 2008 and 2007 see Notes 920 and 21

Estimation of proven oil reserves

Proven reserves are estimated by reference to available reservoir and well information including production and pressure
trends for producing

reservoirs and in some cases subject to definitional limits to similar data from other producing reservoirs Proven reserves estimates are

attributed to future development projects only where there is significant commitment to project funding and execution and for which

applicable governmental and regulatory approvals have been secured or are reasonably certain to be secured All proven reserve estimates are

subject to revision either upward or downward based on new information such as from development drilling and production activities or

from changes in economic factors including product prices contract terms or development plans

Estimates of reserves for undeveloped or partially developed fields are subject to greater uncertainty over their future life than estimates of

reserves for fields that are substantially developed and depleted As field goes into production the amount of proven reserves will be subject

to future revision once additional information becomes available As those fields are further developed new information may lead to revisions

There has been no significant change in estimated recoverable reserves from December 31 2003 to December 31 2009

Estimation of useful lives of property and equipment

The Group estimates the useful lives of property and equipment based on the period over which assets are expected to be available for use The

estimated useful lives of property and equipment are reviewed periodically and are updated if expectations differ from previous estimates due

to physical wear and tear technical or commercial obsolescence and legal or other limits on the use of the assets In addition the estimation

of the useful lives of property and equipment is based on collective assessment of internal technical evaluation and experience with similar

assets It is possible however that future results of operations could be materially affected by changes in estimates brought about by changes

in the factors and circumstances mentioned above
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As of December 31 2009 and 2008 the net book values of property and equipment amounted to 292.2 million and 297.1 million

respectively see Note

Impairment of nonfinancial assets

Property and equipment investments in associates and other noncurrent assets are reviewed for impairment losses whenever events or

changes in circumstances indicate that the carrying amount is not recoverable The factors that the Group considers important which could

trigger an impairment review include the following

Significant underperformance relative to expected historical or projected future operating results

Significant changes in the manner of use of the acquired assets or the strategy for overall business and

Significant negative industry or economic trends

An impairment loss is recognized for the amount by which the carrying amount of the asset exceeds its recoverable amount which is the

higher of an assets fair value less costs to sell and value-in-use For the purposes of assessing impairment assets are grouped at the lowest

levels for which there are separately identifiable cash flows No impairment losses were recognized in 2009 and 2008 In 2007 the Parent

Company recognized impairment loss on the goodwill related to the acquisition of PGO as subsidiary which amounted to P0.7 million

impairment and write-off of deferred oil exploration costs

The Group assesses impairment on deferred oil exploration costs when facts and circumstances suggest that the carrying amount of the asset

may exceed its recoverable amount Until the Group has sufficient data to determine technical
feasibility

and commercial viability deferred

oil exploration costs need not be assessed for impairment Facts and circumstances that would require an impairment assessment as set forth

in PFRS Exploration for Evaluation of Mineral Resources are as follows

The period for which the Group has the right to explore in the specific area has expired or will expire in the near future and is not

expected to be renewed

Substantive expenditure on further exploration for and evaluation of mineral resources in the specific area is neither budgeted nor

planned

Exploration for and evaluation of mineral resources in the specific area have not led to the discovery of commercially viable quantities of

mineral resources and the entity has decided to discontinue such activities in the specific area and

Sufficient data exist to indicate that although development in the specific area is likely to proceed in full from successful development

or by sale

The carrying value of deferred oil exploration costs amounted to 823.7 million and P821.2 million as of December 31 2009 and 2008

respectively Allowance for unrecoverable deferred oil exploration costs amounted to P41.6 million as of December 31 2009 and 2008 No

impairment loss was recognized in 2009 2008 and 2007 see Notes and 10

Retirement benefits costs

The cost of defined benefit retirement plans and other benefits is determined using actuarial valuations The actuarial valuation involves

making assumptions about discount rates investment yield and future salary increases among others

While management believes that its assumptions are reasonable and appropriate significant differences in actual experience or significant

changes in the assumptions may materially affect the Groups retirement obligations The Group recognized retirement benefits costs

amounting to P6.9 million in 2009 P3.7 million in 2008 and 3.4 million in 2007 and related retirement benefits asset amounted to

P0.9 million as of December 312009 and related retirement benefits
liability

amounted to P7.2 million as of December 312008 see Note 18

Recognition of deferred tax assets

The Group reviews deferred tax assets at each balance sheet date and adjust to the extent that it is probable that sufficient future taxable profits

will be available to allow all or part of the deferred tax assets to be utilized As of December 31 2009 deferred tax asset on NOLCO amounting

to P2.3 million was recognized to the extent of deferred tax
liability representing tax effect on unearned crude oil revenue amounting to

P7.2 million and unrealized foreign exchange gain amounting to 0.6 million see Note 19

As of December 31 2009 and 2008 the unrecognized deferred tax assets amounted to P24.3 million and 26.5 million respectively

see Note 19

Cash and Cash Equivalents

2009 2008

Cash on hand and in banks P5608483 980828
Short-term investments 46104000

102188831 980828

Cash in banks earn interest at respective bank deposit rates Short-term investments are made for varying periods of up to three months

depending on the immediate cash requirements of the Parent Company and earn interest at the respective short-term investment rates
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Receivables

2009 2008

Accounts with contract operators see Note P72318328 35015455

Advances to related companies see Note 15 25488607 25464610

Accrued interest see Note 15 22210578 22234743

Accounts with partners see Note 2023483 761259

Advances to officers and employees 1652474 1081779

Receivable from Nido Petroleum 27232131

Dividends 2250000

Others 9793272 3545693

133486742 117585670

Less allowance for impairment losses 12719957 12719957

120766785 104865713

Accounts with contract operators represent the excess of proceeds from crude oil liftings over the amounts advanced by the contract operator

for the Parent Companys share in exploration development and production expenditures relating to SC 14 see Notes and 10

Accrued interest represents interest from advances to related companies see Note 15

Accounts with partners represent the Parent Companys share in the exploration development and production expenditures in the SCs and

GSECs advanced by the Parent Company net of cash contributions see Note 10

Receivable from Nido Petroleum represents the sum of $0.6 million or 27.2 million from the deed of settlement dated July 18 2008

with Nido Petroleum for the costs of the three-dimensional 3D seismic survey covering sc 14 and SC 6B which were not validated by

Department of Energy DOE for cost recovery purposes conducted by Nido Petroleum and which were previously paid by the Parent

Company The full amount was collected in 2009

Dividends receivable represents the Parent Companys share in the property dividends declared by PentaCapital Holdings Inc Penta

Holdings In 2009 the Parent Company transferred the said
property

dividends to AFS financial assets see Note

The allowance for impairment losses pertain to advances to related parties accrued interest and other receivables In 2009 and 2008

there were no additional provisions nor write-off and reversal recognized The impaired receivables were specifically identified as of

December 31 2009 and 2008 see Note 21

Interest in Jointly Controlled Assets

The Groups interest in the jointly controlled assets in the various SCs and GSECs and any liabilities incurred jointly with the other venturers

as well as the related revenue and expenses of the venture which are included in the consolidated financial statements are as follows

2009 2008

Current assets

Receivables see Note

Accounts with contract operators 72318328 35015455
Accounts with partners 2023483 761259

74341811 35776714

Noncurrent assets

Property and equipment see Note

Wells platforms and other facilities 591788747 584607430

Less accumulated depletion 304043392 293714316
287745355 290893114

Deferred oil exploration costs see Note 10 823734492 821218862

1111479847 1112111976

1185821658 1147888690
Current liability Accounts with partners see Note 12 5151086 5151086
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2009 2008 2007

Revenue

Share in petroleum revenue

see Note 10 P328779723 P133367423 P168952006

Other income

Foreign exchange gains net 395477 1078415 512085

329175200 134445838 169464091

Costs of petroleum operations

Share in costs and operating

expenses see Notes 10 and 16 163008806 85056688 121415322

Depletion see Note 10329076 435172 794531

173337882 85491860 122209853

P155837318 P48953978 P47254238

Property and Equipment

As of December 31 2009

Wells Platforms

and Other Facilities

SC 14 Block Office

Tara Libro condominium Office Furniture

Galoc Verde SC 14 Block Unit and Transportation Fixtures and

and Deepwater and Subtotal Improvements Equipment Equipment Total

cost

Beginning of year 299840413 P284767017 584607430 P5425001 P10277196 P11512534 611822161

Additions 7181317 7181317 112000 178982 7472299

Reclassifications 36132916 36132916 3234961 902000 4136961

End of year 263707497 328081250 591788747 8771962 11179196 11691516 623431421

Accumulated Depletion

Depreciation and

Amortization

Beginning of year 12285641 281428675 293714316 5299308 4766545 10943976 314724145

Depletion depreciation and

amortization expense

for the year 10329076 10329076 31481 2085503 401442 12847502

Reclassifications 3053200 601336 3654536

End of year 12285641 291757751 304043392 8383989 7453384 11345418 331226183

Net Book Values P251421856 P36323499 P287745355 P387973 P3725812 P346098 P292205238

As of December 31 2008

Wells Platforms

and Other Facilities

SC 14 Block Office

Tara Libro Condominium Office Furniture

Galoc Verde SC 14 Block Unit and Transportation Fixtures and

and Deepwater and Subtotal Improvements Equipment Equipment Total

Cost

Beginning of year P299099245 P284767017 P583866262 P5425001 P10277196 P11276999 P610845458

Additions 741168 741168 235535 976703

End of year 299840413 284767017 584607430 5425001 10277196 11512534 611822161

Accumulated Depletion

Depreciation and

Amortization

Beginningofyear 12285641 280993503 293279144 5297974 2711106 10362776 311651000

Depletion depreciation and

amortization expense

fortheyear 435172 435172 1334 2055439 581200 3073145

End of year 12285641 281428675 293714316 5299308 4766545 10943976 314724145

Net Book Values P287554772 P3338342 P290893114 P125693 P5510651 P568558 P297098016
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The depletion expense related to petroleum operations amounted to P10.3 million P0.4 million and P0.8 million in 2009 2008 and 2007

respectively while total depreciation expense related to general and administrative expenses amounted to P2.5 million P2.6 million and

P2.9 million in 2009 2008 and 2007 respectively

The Parent Companys condominium unit and parking slots are collateralized to secure its loan with United Coconut Planters Bank UCPB
outstanding as of December 31 2008 see Note 11

Investments in Associates

The Parent Companys associates are PentaCapital Investments Corporation PentaCapital and Penta Holdings companies incorporated

in the Philippines where the Parent Company holds 40.00% and 13.76% ownership interest respectively PentaCapital also has 29.54%

ownership interest in Penta Holdings making the Parent Companys effective ownership to Penta Holdings at 25.58%

The details of investments in associates carried under the equity method follow

2009 2008

Acquisition costs P188648939 P188648939

Accumulated equity in net earnings

Beginning of year 31205009 22968147

Equity in net earnings for the year 9341596 10236862

Dividends 2000000 2000000
End of year 38546605 31205009

P227195544 219853948

Following are the summarized financial information of PentaCapital and Penta Holdings as of and for the years ended December 31 2009 and

2008 in thousands

2009 2008

Penta

Penta Penta Capital Penta

Capital Holdings Restated Holdings

Total current assets P259411 74994 P223156 P33631

Total noncurrent assets 326710 442846 330011 470525

Total current liabilities 76492 103601 62603 105271

Total noncurrent liabilities 3567 3567

Revenue 91758 64739 99393 48787

Costs and expenses 63075 46198 64979 33962

Total comprehensive income 24064 11367 19062 7688

The financial statements of the associates are prepared for the same reporting year as the Parent Company

The December 31 2008 financial statements of PentaCapital were restated to reflect the recognized unrealized losses on the fair value decline

of the reclassified equity securities amounting to P2.95 million as part of profit or loss in 2008 and the income tax expense amounting to

4.85 million that should have been charged to profit or loss in 2007 the effects to the equity in net earnings of which are not material and

was taken up in the 2009 consolidated financial statements

AFS Financial Assets

2009 2008

Quoted shares at fair value P97464288 40094902
Unquoted shares at cost 13127340 10877340

110591628 P50972242

In 2009 the Parent Company acquired additional investments in quoted shares amounting to 5.7 million Also the Parent Company

recognized its property dividends receivable amounting to 2.3 million as unquoted shares

In 2007 the Parent Company sold various AFS financial assets at various dates with total cost of 57.8 million and gain on sale of

P0.9 million was recognized in the 2007 consolidated statements of comprehensive income
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The following table illustrates the movement of the Net unrealized loss on decline in value of AFS financial assets

2009 2008

Beginning of year P163032906 P87875938

Changes in fair value of AFS financial assets

during the year 51656907 75156968

Realization of fair value adjustment through sale 2254

End of year P111378253 P163032906

AFS financial assets in unquoted shares of stock are carried at cost as the fair value bases i.e quoted market prices are not readily available

nor is there an alternative basis of deriving reasonable valuation as of the balance sheet date

portion of the AFS financial assets representing investments in Atlas Consolidated Mining and Development Corporation ACMDC is

collateralized to secure the Parent Companys loan to UCPB outstanding as of December 31 2008 see Note 11

10 Deferred Oil Exploration Costs

The full recovery of the deferred oil exploration costs incurred in connection with the Groups participation in the acquisition and exploration

of petroleum concessions is dependent upon the discovery of oil and gas in commercial quantities from the respective petroleum concessions

and the success of the future development thereof

The following table illustrates the movements in the deferred oil exploration costs account

2009 2008

Cost

Beginning of
year

P862830536 860073646

Additions 2515630 2756890

End of year 865346166 862830536

Less allowance for unrecoverable deferred oil

exploration costs 41611674 41611674

823734492 P821218862

Under the SCs entered into with the DOE covering certain petroleum contract areas in various locations in the Philippines the participating

oil companies collectively known as Contractors are obliged to provide at their sole risk the services technology and financing necessary

in the performance of their obligations under these contracts The Contractors are also obliged to spend specified amounts indicated in the

contract in direct proportion to their work obligations

However if the Contractors fail to comply with their work obligations they shall pay the government
the amount they should have spent in

direct proportion to their work obligations The Contractors have Operating Agreements among themselves which govern their rights and

obligations under these contracts

The Group together with other participants collectively referred to as the Contractor entered into several SCs and GSECs with the

Philippine Government through the DOE for the exploration development and exploitation of the contract areas situated mostly in offshore

Palawan where oil discoveries were made The Parent Companys present petroleum revenues and production costs and related expenses are

from certain areas of SC 14 particularly Nido Matinloc North Matinloc and Galoc

The aforementioned SCs and GSECs provide for certain minimum work expenditure obligations and the drilling of specified number

of wells and are covered by operating agreements which set forth the participating interests rights and obligations of the Contractor The

Parent Companys share in the jointly controlled assets of the aforementioned SCs and GSECs is included principally under the Receivable

Property and equipment and Deferred oil exploration costs accounts in the consolidated balance sheets

The Parent Companys participating interests in the different SCs as of December 31 2009 2008 and 2007 are as follows

Participating Interest

in percentage

Area 2009 2008 2007

SC Northwest Palawan

Block Octon 44.43000 44.43000 44.43000

Block Bonita 21.87500 1.87500 1.87500

Cadlao Block

Forward
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Participating Interest

in percentage

Area 2009 2008 2007

SC 14 Northwest Palawan

Block Nido 26.10600 26.10600 26.10600

Block Matinloc 41.60800 41.60800 41.60800

Block B-i North Matinloc 33.11100 33.11100 33.11100

Block C-i Galoc 7.21495 7.01750 7.01750

Block C-2 West Linapacan 7.01750 7.01750 28.07000

Block Retention Block 33.75100 33.75100 33.75100

Tara Block 22.50000 22.50000 22.50000

SC 41 Sulu Sea 3.39800 3.39800 3.39800

SC 53 Onshore Mindoro 22.00000 22.00000 22.00000

SWAN Block Northwest Palawan 32.97500 32.97500 32.97500

Carried cost interest with revenue interest of 1.6500%

Assignment of PGOs participating interest to the Parent Company

On August 14 2007 PGO assigned its participating interest except participating interest in SC Block and SC 14 Tara Block to the Parent

Company by executing Deed of Assignment and Assumption

The details of the assigned participating interest are as follows

Participating Interest Carried Interest

Area in percentage in percentage

SC Block Octon 1.10000 2.50000

SC 14

Block B-i North Matinloc 15.26100

Block C-l Galoc 0.62050

Block C-2 West Linapacan 2.48200

SC BLOCKA

In August 2005 Vito Services Limited Vitol expressed their interest to farm-in into the Octon Block

In October 2006 Vitol reported the completion of their geophysical and geological studies including among others the full 3D seismic data

interpretation of the Octon structure static and dynamic reservoir modeling advanced core studies and well and facilities design for the

Octon Field based on single directional well The Vito reservoir models point to proven area the North Octon and an area of additional

potential South Octon Based on the results of the core studies the Octon-3 area could also have an upside potential All the areas examined

are also believed to contain significant volumes of gas From their studies and models Vito had identified different commercial options for

the Octon Field all of which involve joint Octon-Galoc development

In November 2006 Vitol submitted revised farm-in proposal expressing their desire to continue to optimize Octon development options

and in tandem to re-focus on exploration of other areas outside of the Octon area and come up with drilling prospect within years time

As of December 31 2006 the Octon consortium was still evaluating the merits of the revised Vito farm-in proposal

In March 2007 the farm-in agreement was signed by all the partners of the consortium and subsequently submitted the same to DOE for

approval Furthermore during second quarter of 2007 the consortium drafted new joint Operating Agreement JOA which replaced the

old SC6A JOA and side agreement or Carried Interest Agreement On September 25 2007 DOE approved the farm-in proposal of Vito

GPC Investments S.A Vito GPC Towards the end of 2007 Vito GPC formed team of geoscientists and engineers tasked to evaluate the

viability
of the Octon area in conjunction with the Galoc Field as well as the potential of the Northern Block

In meeting held in Singapore last November 2007 to update the consortium on the ongoing geophysical and geological studies Vitol focused

on two main areas the Barselisa and the Octon area In the north Barselisa is seen as the primary prospect that they felt warranted further

additional work The shallow prospects on the Maajon-Saddle Rock trend were downgraded because of trapping and seal risks

In the southern Octon area Vito identified series of small culminations in the vicinity of Octon which could add value in case of

development The prospectivity of the southern closure of the Octon structure was also upgraded by the seismic evaluation potential for

stratigraphic play pinching out against Gintu High was also identified

Vito has asked the Parent Company to retrieve the original processed 3D data from Western Geco in order to facilitate the upgrading of the

two areas prior to the end of the evaluation period in March 2008
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Upon receipt of the full seismic data set from Western Geco Vito GPC embarked on an in-depth evaluation of the Octon-Galoc area and

the northern sector of the block particularly the Barselisa Prospect These evaluation studies comprise the activity for Study Phase of the

Farm-in Agreement Study Phase generally was database generation while Phase involved seismic evaluation and generation/validation of

prospects and leads Vito GPC completed their 3-phase review in September 2008 They concluded that there is limited potential observed in

the block outside of Octon North while the other identified major prospects are considered high risk

Computed reserves figure for Octon makes it marginal yet developable field As such Vitol GPCs envisaged future programs for Octon are

geared towards development of the field being tied-back to the Galoc Field

In October 2008 Vitol GPC issued the Project Execution Plan PEP for Octon development and together with the Work Program and

Budget Part of the plan is Vito GPCs commitment to carry out significant work program for 2009 and 2010 consisting of pre-sanction

activities which are basically planning strategies leading to full development of the Octon Field in conjunction with the anticipated

Phase of the Galoc Development

Long before the expiration of the initial 25-year term of SC 6A on February 28 2009 TPC formally submitted the extension request to the

DOE Negotiations with regard to the extension request were still ongoing in late 2008 but the DOE had already indicated granting the

extension on the merit of the submitted future work program for the block

The Octon Block Consortium adopted the work program submitted by the Technical Advisor Vito GPC in late 2008 as the consortiums

work commitment which the SC 6A partnership used as its commitment during negotiations with the DOE for the 15-year extension of the

production term of SC6A The work
program consisted of various activities which are basically planning strategies leading to full development

of the Octon Field in conjunction with the anticipated Phase of the Galoc Field Development In June 2009 letter the DOE approved the

extension of the production term of the Octon Block The 15-year extension shall be for series of three five-year terms subject to compliance

with certain conditions such as yearly submission of work program and budget and payment of technical assistance and training fund to the

DOE The term extension is reckoned from March 2009

Since the commerciality of the Octon Field depends on it being tied up to the Galoc development the realization of which had already been

delayed by the frequent operations downtime in the Galoc field GPC proposed and was granted approval by the consortium to re-process

some 75 square-kilometers of 3D seismic data in the Octon area in conjunction with the re-processing of Galoc 3D data as part of the Galoc

Phase evaluation activities Geophysical contractor CGGVeritas completed the pre-stack time migration phase last August 2009 while the

pre-stack depth migration was completed towards the end of the year Initial results from the ongoing re-evaluation of the re-processed data

indicate much improved image of the Octon reservoir Vitol GPC is also rebuilding their models in the
light

of the positive results of the

Octon seismic reprocessing This program now forms the bulk of GPCs revised work program for 2010 possibly extending to 2011

SC6BLOCKB

Production and exploration activities on SC 6B remain suspended as of December 31 2009

During 2nd quarter of 2007 VenturOil Philippines Inc VenturOil in partnership with the Australia-based Blade Petroleum Philippines

Inc Blade extended the coverage of their technical review of the Northwest Palawan acreages to include the Bonita block The Parent

Company as operator of the block started providing them with technical data on the block under the cover of Confidentiality Agreement

In August 2007 the consortium agreed to grant Blade/VenturOil three-month exclusivity period from September 2007 within which

they will conduct due diligence and technical studies of the block with view to preparing farm-in proposal assuming the studies result

in positive outcome Aside from the Bonita block the Blade/VenturOils studies also cover the Tara Libro North Matinloc and Block

D-Retention Block all under SC 14

In August 2008 VenturOil proposed Work Program and Budget WPB which form the basis for their due diligence during their extended

option exclusivity period ending March 2009 Their proposal included geological and geophysical studies and reservoir evaluation The

Bonita Consortium agreed during the September 2008 partners meeting to adopt this proposed WPB as the consortiums commitment and

justification for the final 15-year extension of the contract term In March 2009 the negotiations for the extension between the DOE and the

Parent Company are still in process

An extension was granted by the Bonita Block consortium until September 2009 in order for VenturOil to complete their original and

amended work program with the end view of submitting drilling prognosis and program for the different areas that they are farming into

including the Bonita Block

Similar to the SC 6A Octon Block TPC had series of negotiations with the DOE during the first quarter of 2009 for the extension of the

production term of SC 6B Bonita Block contract which expired on February 28 2009 In support of the request TPC submitted VenturOils

proposed work program as the Bonita Consortiums commitment In June 2009 the DOE granted the extension of the production term of the

contract on similar terms and conditions as that of the SC 6A extension and likewise reckoned from March 2009
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In October 2009 the Bonita Block Consortium informed VenturOil that they no longer have the right to the option on the block and that

VenturOil should be recognized first by the DOE as qualified service contractor should they pursue negotiations for farm-in into the block

Sc 6- CADLAO BLOCK

Blade/VenturOil had bought the 44.9437% participating interest of Phoenix Energy Corporation in the Cadlao Block in 2007 Blade and

VenturOil have had protracted talks with Oriental Petroleum and Minerals Corporation OPMC to move the reactivation of the Cadlao Field

forward On July 18 2008 Blade became the sole contractor for the Cadlao Block when they finally bought out OPMCs interests As the new

operator Blade requested for and was granted the final extension of the Cadlao Block in September 2008 with the reactivation of Cadlao Field

as justification for the extension request Blade had been studying the possibility of re-activating the field which last produced in 1991 The

Parent Company owns 1.65% carried interest in the Cadlao Field

In 2008 Blade submitted to the DOE their preliminary Plan of Development POD for the Cadlao Field With the POD Blade committed to

re-activate the Cadlao Field via two new production wells at target total project cost of $100 million

During the early part of 2009 Blade and the DOE had series of negotiations for the finalization and acceptance of the POD The POD was

finally approved by the DOE on June 17 2009

While these developments were taking place TPC and Blade also negotiated for the latters purchase of TPCs revenue interest share in the

Cadlao Field Up to the end of 2009 negotiations did not materialize as both parties failed to agree on the acceptable terms and conditions

of the purchase

SC 14

The contract areas covered by SC 14 are situated offshore northwest of Palawan Island Until April2004 SC 14 was under the operatorship of

Alcorn Production Philippines Inc APPI Blocks and of SC 14 are currently in production stage

In February 2004 VAALCO Energy Inc Alcorn Philippines Inc APPI and Altisima Energy Inc collectively the Seller entered into

an Option Agreement the Agreement with Basic Petroleum and Minerals Inc BPMI OPMC Linapacan Oil Gas Power Corp Nido

Petroleum Philippines Ny Ltd Alcorn Gold Resources Corporation Petro Energy Resources Corp Phoenix Energy Corporation and Trans

Asia Oil Energy Development Corp Trans-Asia and the TPC collectively the Buyer Under the Agreement the Seller granted the Buyer

the option to purchase the Sellers participating interests in SC and SC14 and subject to approval by the DOE all the Sellers rights title and

interests in and to all of the platforms wells production facilities and related assets contracts data information and related materials

accounts payable asserted claims contingent liabilities and non-intercompany accounts receivables crude oil held or saved in the

production facility
after the effective date and the jointly contributed operating expense fund and contingency fund collectively the

Interests incident to its ownership and operation of the SCs

The withdrawal and assignment of the Sellers participating interests to the remaining Consortium members were finally completed on June

30 2004 The participating interests of the Seller were assigned on pro-rata basis to the remaining Consortium members APPI was the

operator of SC14 until June 30 2004 As result of the assignment TPC together with OPMC and BPMI became the joint operators of SC

and 14 designating TPC as the lead operator starting July 2004

Beginning March 2004 TPC together with other SC 14 Consortium members received several proposals from various companies to increase

and enhance production in Blocks and and to revive past oil discoveries in Block of SC 14

TPC as the lead operator implemented number of projects aimed at mitigating operational hazards at the fields which included repair

works on platform decks and pipelines upgrading of the fire deluge systems at the Matinloc and Nido platforms and routine inspection of

the shallow subsea sections of the production facilities as well as assessing the impact of field operations on the marine environment The

operator likewise installed new three-phase pump system that sustained production level from the Nido wells

Production from the North Matinloc Field started with trial flow from the North Matinloc-2 well using different choke sizes on February

23 to 26 2009 At wellhead pressure of 290 psi the well was closed after producing about 1000 barrels during the test flow run The North

Matinloc-2 well resumed its steady state production on April 14 2009 at higher welthead pressure of 420 psi The modest production from

North Matinloc-2 augmented production from the Matinloc Field to satisfy the cargo volume requirement of buyer Pilipinas Shell

The consortium completed total of 11 shipments from the three fields in 2009 mainly with Pilipinas Shell The yearly crude oil sales

agreement with Pilipinas Shell which expired in January 2010 was eventually renewed in February 2010 The consortium is also considering

negotiating with other buyers especially when Piipinas Shells schedule does not allow timely accommodation of SC 14 crude oil production

With regards to the Tara Block and SC 14 Retention Block these two areas are still under evaluation by VenturOil since 2008 as part

of their due diligence leading to possible farm-in The Tara field is currently shut-in while there is no producing field within the SC 14

Retention Block
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Sc 14 c-I Galoc Block

In September 2004 the Parent Company together with other SC 14 Consortium members entered into farm-in agreement with UK-based

and an Australian-based company collectively the Farminees to farm-in to the Galoc Field in Block of SC 14 The Agreement provides for

among others the designation of the Farminees as the Operator and the assignment of 58.29% participating interest with the existing Filipino

partners carried free in the development of the production area in exchange for the contribution of the working capital technical expertise

and other resources to develop the Galoc Field

In August 2005 the Galoc Production Company GPC was formed as the special-purpose company to accept the assigned 58.29% participating

interest and assume operatorship of the Galoc Block

In August 2006 the consortium secured an approval from the DOE regarding the Galoc Plan of Development POD Additionally the

Department of Environment and Natural Resources through the Environmental Management Bureau granted the Environmental Compliance

Certificate to the Galoc Area Development which also covers the Octon Field in SC 6A

new JOA that will govern the SC 14 C-i Block affairs was approved and adopted by the consortium on September 12 2006 after several

months of discussions and negotiations among the consortium members Another important document the Block Agreement that defined

the distribution to all parties of the revenues from the Galoc field production was also approved and signed in 2006

For the most part of the second semester of 2006 GPC focused on reviewing tenders negotiating and awarding contracts for the various

aspects of the Galoc Project particularly for the drilling rig tubulars and sub-sea facilities and production/storage vessel As of December

2006 GPC was finalizing the contract for installation of subsea equipment mooring-riser system and process equipment

During the first quarter of 2007 GPC continued with their preparations for the Galoc development drilling program scheduled for the third

quarter of 2007 GPC was finalizing contracts for the installation of subsea equipment Fabrication of the mooring-riser system and process

equipment were ongoing during the first quarter of the year

In preparation for the development drilling GPC conducted comprehensive review sampling and tests of existing Galoc and Octon core and

rock samples These studies were aimed at minimizing hazards in drilling and optimizing the overall chances of success in the drilling of the

wells

The drilling rig Energy Searcher arrived at the Galoc location on October 2007 GPC immediately drilled the top holes of the

Galoc-3 G3 and Galoc-4 G4 production wells As planned Pilot Hole from the G4 location was also drilled and this confirmed both

reservoir properties and presence of hydrocarbons in the southern sector of the Galoc field as anticipated in the approved POD

GPC entered into Crude Agency Agreement with Vitol Asia Pte Ltd for the marketing of their share of the Galoc production and offered

the same marketing arrangement to the other partners including the Parent Company

With the completion of the drilling of the G3 sidetrack-i and G4 wells in early January 2008 the consortium concluded the drilling activities

associated with Galoc Phase Development The rig remained in the location for the installation of the subsea trees and completion and

flow cleaning of the wells Both the G3 Sidetrack-i and the G4 wells flowed oil to the surface at better than expected rates The clean up
flow

confirmed both well and completion integrity and their ability to flow to the surface Immediately after the clean-up GPC commenced the

installation of subsea facilities and the mooring and riser system MRS for the storage vessel using the construction vessel Lewek Champion

The installation was completed on March 29 2008

The Floating Production and Storage Offloading FPSO vessel Rubicon Intrepid arrived at the Galoc Site on May ii 2008 but actual

hook-up commenced on May21 2008 but had to be discontinued due to adverse weather survey of the laid down MRS revealed significant

damage to at least sections of the equipment which needed replacement GPC likewise discovered leaks in the lower riser package that also

needed repair The operator immediately commenced repair works on the damaged sections and the entire procedure extended throughout

September 2008 Repairs and re-installation of the MRS was completed on October 2008

The Galoc Field finally
commenced production on October 92008 initially

with the G3 The other well G4 was opened on October 132008

at controlled choke openings for clean-up flow As of December 21 2008 the G3 and G4 are still under Extended Production Testing EPT
period revenue arising from G3 and G4 will be reported after the EPT period which ended on June 19 2009

In December 2008 block operator GPC conducted an emergency disconnection of the FPSO from the MRS which was damaged as result

of the disconnection and laying down of the MRS on the seabed brought about by the adverse weather conditions at the time Severe weather

condition persisted for about month Repair on the subsea facilities commenced in mid-January 2009 GPC took advantage of the temporary

shutdown of the field to propose design and install Hold Back Mooring System HBMS on the FPSO as an additional measure to counter

the difficulties in maintaining position and to moderate the effects of disconnection to facilities and operations

The installation of the HBMS and the repair works and modifications to the existing MRS were completed on the 4th week of February 2009

The field
finally

started producing again on February 25 2009 at an initial stabilized rate of 17200 barrels of oil per day However inclement
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weather persisted during most of the middle part of the year
which prompted the operator to carry out disconnection of the FPSO and the

MRS on different occasions resulting in major operational glitches and operational downtime Overall the Galoc Field had 64% production

uptime since it started producing in October 2008 until end of 2009 During this period the field produced total of 3578650 barrels By the

end of 2009 the field was producing at rate of 10350 barrels per day

In 2009 the 182-day EPT for the Galoc Field ended The EPT was granted by the DOE in August 2006 to allow GPC to fully assess the viability

of long term production from the field The gathered data from the EPT period proved sufficient for this goal thus the EPT was terminated

on June 19 2009 and commerciality of the field declared on June 22 2009 with effectivity on June 19 2009

TPCS interest in Galoc has increased from 7.01750% to 7.21495% effective June 30 2009 following the execution of the sale by Petro Energy

Resources Corp and Alcorn Gold Resources Corporation of their respective equities in the Galoc Block

As of February 2010 GPC have completed twelve 12 crude oil shipments involving approximately 3897000 barrels Galoc crude buyers

included several foreign firms as well as the state-owned Petron Corporation

As part of the assessment of the Galoc Field for possible Phase development GPC embarked on re-processing of 3D seismic data covering

the Galoc and the adjacent Octon area in SC 6A The results are expected to contribute to better understanding of the Galoc structure and to

identify locations for drilling new development wells CGGVeritas in London U.K was contracted to the re-processing work which ran from

March to December 2009 The resulting pre-stack time migration PSTM and pre-stack depth migration PSDM data volumes are currently

being used in the ongoing evaluation of the Galoc Field

An ongoing series of technical workshops among the Joint Venture partners aims to develop strategies for second phase development of the

Galoc Field Focus is centered on confirmation of additional reserves and locating design drilling and completion of additional production

wells to
fully

maximize the fields production potential On the production facilities that will be put up GPC initially
had few choices for

the production vessel including retaining the existing FPSO As of February 2010 when all options have been thoroughly evaluated the

Consortium is now left with the option of retaining the FPSO but with major modification introduced to its MRS

Timing for these further development activities is seen towards the second half of 2010 with final investment decision expected to be made

in May 2010

SC 14 C-2 West Linapacan Block

In December 2006 Framework Capital Solutions Pte Ltd backed out of their farm-in initiative into the West Linapacan Block They cited as

reasons the results of the Gaffney-Cline study that point to the very high technical risks involved in the re-activation of the West Linapacan

Field Also the recent changes in the top management of their technical partner Philippine National Oil Company Exploration Corporation

PNOC-EC whose key persons they were initially dealing with have since resigned and been replaced added to the already difficult course

of negotiations with number of consortium members

In January 2007 Pitkin Petroleum Limited Pitkin submitted farm-in proposal for the West Linapacan Block for them to earn 70%

participating interest in exchange for carrying the farming-out parties in the drilling of one exploration well The Parent Company was

authorized by the West Linapacan consortium to give counter-proposal to the farminee patterned after the Galoc deal that is full carry to

first oil for 75% participating interest

At the same time that Pitkin expressed its intention to farm-in the Parent Company also received expressions of interest from Singapore-based

Pearl Energy Ltd Pearl Energy and Yilgarn Gold Limited of Australia Yilgarn to evaluate the West Linapacan Block Eventually Yilgarn

and Pearl Energy decided not to pursue their interest while Pitkin submitted revised farm-in proposal for the consortiums consideration

The farm-in offer of Pitkin is essentially multi-phased approach to exploring the potential of the block and developing existing and if found

new fields in the block For Phase Pitkin offers to conduct full 3D seismic reprocessing and interpretation petrophysical and stratigraphic

studies and reservoir engineering studies Under Phase of the proposal they offer to drill one well conduct sub-sea inspection of the

facilities and re-certify reserves volumetrics which are all at the discretion of Pitkin The proposed Phase will involve the development of

one field up to commercial first oil again the conduct of which is at the discretion of Pitkin

In partners meeting held in April 2007 the West Linapacan consortium responded to Pitkins farm-in proposal and asked for improvement

on certain provisions on the termsof the offer Principally the consortium asked for the reduction of the time frame for the farm-in program

from Pitkins six years to three
years

The consortium also asked for 50%-50% split in the sharing of the historical cost account for Pitkins

pay 100% to earn 75% offer The consortium likewise asked for similar production bonus scheme as in the Galoc deal where the farming out

parties receive bonuses at production start-up and when cumulative production reaches specific benchmark levels

Pitkin accepted these revisions proposed by the farmors but refused to accept liabilities for the plugging and abandonment of the existing

wells thus paving way for protracted negotiations
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Finally in November 2007 the parties agreed that since Pitkin would not share in the abandonment cost of the existing West Linapacan wells

the costs related to the drilling of these wells amounting to approximately $80.0 million would be excluded from the farm-in In effect Pitkin

would only share in effectively $12.0 million of the historical cost and this share will only be assigned to Pitkin upon completion of Phase

or effectively first oil

The Pitkin farm-in agreement was signed in May 2008 and the same were submitted to the DOE in June 2008 for evaluation and approval In

late 2008 Pitkin started implementing some of its farm-in commitments in the West Linapacan Block and by February 2009 had completed

the seismic re-processing by Western Geco Other geophysical and geological studies were completed although delayed by few

months as per project timeline These are the Seismic Reservoir Characterization Study including Seismic Inversion by Schlumberger which

was completed in July 2009 the Sequence Stratigraphic Study and Petrophysics by Isis Petroleum Consultants in September 2009 and the

Conceptual Engineering Study for the West Linapacan field by OPE Inc towards the end of 2009 TPC is carried in all of these activities

as well as in the drilling of development well up to first oil

Because of the unexpected delays in the completion of the studies Pitkin sought for an extension of its Phase work commitments

which expired in August 2009 as per the farm-in agreement The West Linapacan Consortium granted the extension with the issuance of an

executed amendment to the farm-in agreement such that the completion of the Phase work shall be on or before June 30 2010

Based on the integrated results from the abovementioned technical studies and using wide
range

of evaluation techniques Pitkin has

developed concept with which new well/s will be drilled completed and produced Since the West Linapacan Field is expected to be

highly-fractured as confirmed from the previously drilled production wells Pitkin is looking at drilling sub-horizontal section/s that will

follow fracture trends that will yield optimum flow rates The producing wellbore sections will use smart completion technologies enabling

the isolation of sections where formation water breaks through With regard to the production facilities Pitkin proposes to put up turret-

mounted storage vessel with on-board processing facility which they presented to the partners for consideration during January 2010

technical meeting The consortium has asked the operator to continue to explore other cost-effective technologically feasible development

concepts for the field

SC 41

In 2003 the SC 41 shallow and deep water areas Block and Block respectively were unitized The Filipino Group as defined in the

Operating Agreement assigned to Unocal Sulu Ltd Unocal the block operator the excess of their aggregate 15% participating interest in

exchange for free
carry in the next exploratory drilling in the block

In early 2005 Unocal withdrew from the service contract The other partners namely Sandakan Oil LLC BHP Billitori and Trans Asia Oil

Energy Development Corp have likewise withdrawn leaving small all-Filipino consortium The continuing partners negotiated for

reduction in its Year work commitment Under Basic Energy Corporation formerly Basic Consolidated Inc which was designated

as the lead operator the new consortium implemented geological and geophysical program in lieu of well commitment As result of

the unitization and assignment the Parent Company which used to have participating equity of 9.125% in Block now has 3.398%

participating interest in the entire contract area

In early 2006 the consortium chose Tap Oil Phils Ltd Tap Oil over other candidate farminees Mitra Energy Ltd and Pearl Energy Ltd

which are both based in Singapore and Burgundy Global Exploration Corp local firm Tap Oil offered to carry the farming out parties

full carry in the costs of full 3D seismic acquisition program and in an option well

Tap Oils entry into the SC 41 was formalized on June 23 2006 the date their farm-in became effective

Tap Oil requested and was granted approval for an extension of Contract year
and Contract Year 10 as result of delays in the implementation

of the 3D seismic commitment The survey was eventually carried out from May to July 10 2007 using M/V Voyager of CGG Veritas

Services acquiring for the consortium some 750 sq km of prime 3D data and 250 sq km of infill data Data processing in Singapore was

completed in December 2007 Salamander Energy Phils Ltd bankrolled the greater part of the seismic program as its commitment for

the farm-in into SC41 Salamander and Tap Oil now hold 35% and 50% interest on the block respectively with the remaining interest being

shared by the Filipino partners

In early 2008 Tap Oil advised the partners of the possibility of drilling back-to-back wells starting mid-July The Parent Company is carried

only in the drilling of the first well

In May 2008 Tap Oil presented for approval by the consortium the program and budgets for the Lumba Lumba- well alongside potential

second well which they might drill back to back The Lumba Lumba- well was programmed to test multiple reservoir targets in series of

interpreted channel and fan complexes with planned minimum total depth of 2250 meters

Tap Oil spudded the well on July 19 2008 using the semi-submersible rig TransOcean Legend while drilling the top sections of the hole

the operator observed subsidence Tap Oil decided to plug the well and moved the
rig to new location and spudded the Lumba Lumba-1A

well on July 27 2008
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Based on wireline logs and drilling returns the Lumba Lumba-1A did not encounter reservoir quality formation as its two shallow primary

objectives and as the welibore conditions deteriorated Tap Oil decided not to proceed to the deeper secondary objectives The said well was

eventually plugged and abandoned as dry hole on August 20 2008

Tap Oil requested and was granted an extension of the term of SC 41 to undertake seismic data re-processing and inversion Tap Oil aims

to rectify seismic data quality issues the result of which is seen to greatly contribute in the de-risking of numerous prospects and in the

selection of the next prospect for drilling DownUnder Geosolutions Pty Ltd of Australia was contracted to perform the data processing

work In March 2009 the contractor has completed about 60% of the whole tasks which will also include seismic inversion rock physics and

lithological/liquid analysis

Following the unsuccessful drilling of the Lumba Lumba-1/1A well in 2008 Tap Oil proposed to undertake pre-stack data migration and

inversion of their Alpine 3D seismic data in Sulu Sea Tap Oil aimed to rectify seismic data quality issues the result of which is seen to

greatly contribute in the de-risking of the numerous prospects in the block and is integral to the selection of the next prospect for drilling

They contracted the Australia-based geophysical contractor DownUnder Geosolutions to perform the re-processing and data inversion The

contractor completed the 3D seismic data re-processing and delivered the full inversion data volume and processing report in July 2009

For the rest of the year they continued to work on the re-evaluation of the entire SC 41 block and have started to undertake promotional

campaign to invite potential new partners into the Sulu Sea block

SC 53

GSEC 98 Onshore Mindoro Block expired on September 23 2003 An extension was granted to the consortium to formalize farm-in

negotiations with the Philippine National Oil company Exploration Development corporation PNOc-EDC Other firms including Laxmi

Organic Industries Ltd Laxmi of India and Vamex of Vietnam also expressed their interest in GSEC 98

TPC negotiated its continued participation in the exploration of the block as carried partner Only Laxmi continued on with application for

new contract as PNOC-EDC and Vamex later dropped out of the initial negotiations The DOE eventually awarded SC 53 to Laxmi in July

2005 The Parent company and Laxmi both executed Participation Agreement in August 2005 which was formally approved by the DOE

in February 2006

As block operator Laxmi self-financed the conduct of geophysical studies which include among others geochemical sampling and satellite

imagery data interpretation The initial results validated lot of the prospects and leads previously identified in the Mindoro Block These

studies constituted the accomplishments of the consortium for the Sub-Phase of the contract

In June 2007 Laxmi indicated that they are withdrawing from the block and will use the requested two months extension on the decision

deadline to proceed to Sub-Phase to farm-out as its way of exiting sc 53

Laxmi had invited Pitkin with whom they executed farm-in agreement in September 2007 Pitkin offered to pay 100% of the seismic

program costs of $3.0 million in exchange for Pitkin earning 70% interest and the operatorship of the block The Pitkin farm-in agreement

was submitted to DOE on September 2007 and was approved on June 11 2008 In July 2008 Pitkin presented the programmed activities and

budget for the blocks First and Second Sub-Phases The program consists of firm geological geophysical commitments seismic acquisition

processing and interpretation and contingent tasks additional onshore seismic and new offshore seismic surveys among others

major component of the initial sub-phases work program of Pitkin is the Magneto-Telluric Survey by Phoenix MT which commenced on

September 2008 Twenty-six stations have been completed and work on the remaining stations will commence after the contractor completes

its other work assignment in another area Another major component of the Sub-Phase work program the 200 line-km onshore seismic

survey is scheduled to begin in April 2009 Pitkin is now finalizing evaluation of the technical bids of four seismic acquisition contractors

During the first quarter of 2009 block Operator Pitkin continued with the interpretation of the acquired magneto-telluric partial data for the

68 stations covered by the survey the results of which were incorporated in the design of the planned 2D seismic acquisition earlier set for

April 2009 For the seismic survey tenders were sent out as early as late 2008 the received bids were evaluated and geophysical contractor

the chinese geophysical contractor BGP Inc was selected

In April 2009 Pitkin requested for the extension of Sub-Phase for Pitkin to acquire its onshore seismic commitment for SC 53 In response

to Pitkins request the DOE merged the first sub-phases to form new Sub-Phase July 2005 to March 2011 with the work commitment

of minimum 200 line-km 2D seismic acquisition and drilling of one well The new Sub-Phase will be for the period March 2011 to July 2012

with commitment to drill wells The DOE likewise increased the Onshore Mindoro Block area from 600000 hectares to 734000 hectares

Pitkins seismic acquisition program which was originally scheduled to commence in April was deferred to November 2009 when weather

conditions are more favorable for onshore seismic acquisition Actual recording started at the San Jose Area in late November 2009 and as of

February 21 2010 BGP Inc had acquired 95.45 line-kilometers which translate to 47.47% of the programmed 200.85 line-kilometers
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SWAN Block

Despite the inclusion of the SWAN Block in the areas bidded out by the government under the first Philippine Contracting Round the

consortium did not receive any notification from the DOE that they were rescinding the application As there was no company that bid over

the area the consortium initiated the conversion of the GSEC application into full service contract application However the DOE granted

instead new service contracts that both partially covered the area being applied for PNOC-ECs SC 57 and SC 58 were awarded in September

2005 and January 2006 respectively

In January 2007 the Parent Company explored the possibility of including the SWAN Consortium in both the new contracts through
letter to PNOC-EC Under the proposed participation set-up the Parent Company will get 15% carried interest in each of SCs 57 and 58 In

exchange the Parent Company will assign to PNOC-EC 5% participating interest in SC 14 West Linapacan Block

PNOC-EC agreed in principle to the proposal and asked and have been granted ample time to conduct due diligence to evaluate the merits

of the proposed interest swap For the rest of 2007 they continued with their review of the offer As of December 2008 however TPC has not

received any firm indication of PNOC-ECs response

In November 2009 PNOC-EC advised TPC that their technical and legal groups continue to evaluate the relevant data that TPC had provided

PNOC-EC to assess the blocks potential and the merit of TPCs proposed participation in SC 57 and SC 58 blocks

SW Palawan

The application for new GSEC which was earlier submitted by an all-Filipino consortium led by operator Trans-Asia Energy Development

Corporation remained pending with the DOE The block was also included in the first Philippine Contracting Round but no company
bidded over the area This application was supposed to replace the expired GSEC 64 which counted among its members Shell Philippines

Exploration B.V Shell When Shell withdrew from all exploration activities in the country and thus from the SW Palawan block many
consortium members including Trans-Asia expressed their intent not to participate in further exploration activities on the block

Despite the several wells drilled in the SW Palawan basin no commercial discovery had been made thus far In view of this TPC no longer

sees any technical justification to participate in
any exploration activity in the area In 2005 TPC made provision for probable losses on the

deferred exploration costs related to SW Palawan amounting to P4.1 million

GSEC 75

TPC has signed an Option Agreement with Reliance Oil and Gas Company ROGC Filipino corporation for an option to buy back at

most 10% participating equity in GSEC 75 ROGC had signed farm-in agreement with the PNOC-EDC the then operator of the block

wherein ROGC could earn as much as 75% equity participation for drilling up to two wells The farm-in agreement between PNOC-EDC and

ROGC did not push through As such the Option Agreement between the ROGC and TPC did not materialize In 2004 TPC fully provided

provision for probable losses on the deferred exploration costs related to GSEC 75 amounting to P37.5 million

11 Loans Payable

Loans payable outstanding as of December 31 2008 follows

UCPB P65000000

Metropolitan Bank Trust Co MBTC 31724515

PentaCapital see Note 15 25000000

P121724515

UCPB
On February 292008 the Parent Company was granted with P70.0 million credit facility by UCPB given out through staggered promissory

notes As of December 31 2008 the total promissory note lines availed amounted to P65.0 million with interest ranging from 12.25% to

12.50% per annum and term of 90 days The promissory notes were renewed as follows P55.0 million on October 24 2008 P5.0 million on

November 25 2008 and P5.0 million on December 19 2008 On January 2009 the Parent Company availed an additional P5.0 million and

an additional accommodation of P5.0 million on March 2009 The Parent Company frilly paid these loans in 2009

On March 12 2009 the Parent Company was granted with P50.0 million renewal of credit
facility by UCPB which is valid until February 28 2010

As of December 31 2009 the Parent Company did not make any availment of any credit line

As of December 31 2008 the loan is collateralized by the Parent Companys condominium unit and its parking slots and investment in shares

of stock of ACMDC see Notes and
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MBTC

On December 23 2008 based on the existing loan MBTC agreed to amend the terms and conditions of the Parent Companys outstanding

obligation The following are the new terms and conditions based on the restructuring agreement

Principal amount of30.5 million

Payable in six months

Interest rate of 10.00% fixed for the entire term

Interest is payable monthly in arrears and the principal is.0 million month with balloon payment estimated amount of26.7 million

at the end of the term

Collateralized by two commercial vacant lots

Payment ofl.2 million on December 23 2008 to partially settle the principal obligation and to fully update the interest due

In 2009 the Parent Company fully paid the said loan

The two commercial vacant lots used as collateral for the restructured loan are owned by related party

PentaCapital

In December 2004 the Parent Company entered into an agreement with PentaCapital to obtain loan facility amounting to

50.0 million The loan which bears interest of 14% is secured by pledge of the shares of stock of PentaCapital and Penta Holdings owned by

the Parent Company As of December 31 2007 the Parent Company had drawn 45.0 million from this
facility

The Parent Company availed of an additional 10.0 million in 2008 and paid 30.0 million of its outstanding obligation on July 28 2008 On

January 28 2009 the Parent Company availed an additional 5.0 million The Parent Company fully paid these loans in 2009

Interest expense from these loans amounted to 5.2 million and 13.2 million for the years ended December 31 2009 and 2008 respectively

12 Accounts Payable and Accrued Liabilities

2009 2008

Accrued liabilities 6426727 2145226

Accounts with partners see Note 5151086 5151086

Withholding taxes 686532 50971

Advances from related companies see Note 15 3054250

Accrued interest see Note 15 7861430

Others 1841952 3352220

14106297 22073923

13 Equity

The details and changes in the Parent Companys issued and subscribed shares follow

On issued shares

2009

Number

2008

Number

2007

of Shares Amount of Shares Amount Amount

Common

Beginning of

year 153494911147 1534949 12 152918729189 1529187292 152763286100 1527632861

Issuance of

shares 1005364407 10053644 576181958 5761820 155443089 1554431

End of year 154500275554 1545002756 153494911147 1534949 12 152918729189 1529187292

Number

of Shares
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On subscribed shares

On May 2006 the Parent Company and Vulcan Industrial Mining Corporation VIMC related party entered into deed of absolute

assignment whereby VIMC assigned and transferred 40712557 at P1.00 per
share of the Parent Companys shares owned by VIMC back to

the Parent Company by way of dacion en pago in settlement of the VIMCs obligation to the Parent Company amounting to P40.7 million

In the same year the Parent Company sold the shares received from VIMC through stock broker for P42.3 million The excess of the

proceeds over the cost of the said shares amounting to P1.6 million was recognized as Paid-in capital from sale of treasury shares in the

equity section of the consolidated balance sheets

In 2008 576181958 subscribed shares were fuliy paid and issued Out of the total subscribed shares issued 388906785 delinquent

subscriptions were sold through auction on February 18 2008 and the Parent Company received total proceeds from the sale amounting to

2.5 million inclusive of interest

On May 26 2008 the Parent Company filed Registration Statement covering 38373761071 offer shares at P0.01 par value per share with

the SEC in accordance with the provisions of the Securities Regulation Code The registration was approved by the SEC on September 18

2008 On February 15 2008 the Parent Company filed its application for listing and trading of the offer shares in the First Board of the PSE

and the PSE approved the application on September 24 2008 On October 28 2008 the Parent Company requested for the deferment of the

original offer period set for November 3-28 2008 to January 15 to February 11 2009 and the amendment of the terms of the stock rights

offering to change the minimum initial payment for subscription from 50% upon subscription and the balance upon call not later than

December 31 2009 to 25% upon subscription 25% after 60 days from the end of the offer period and the balance upon call not later than

December 31 2009 The PSE approved the same on October 29 2008 similar application for deferment of the original offer period and

amendment of the minimum initial subscription payment was filed with the SEC On November 2008 the SEC approved the deferment of

the offer period

The Parent Companys l-for-4 stock rights offering concluded on February 11 2009 Out of the 38373761071 shares offered total of

4901829468 shares were taken up by way of regular subscriptions with an aggregate value of P15.3 million The remaining 33471931603

shares with the corresponding 25% payment of P83.7 million were taken up pursuant to the underwriting commitment of PentaCapital

On April 13 2009 the SEC had approved the Parent Companys increase in authorized stock from 155000000000 shares with
par

value of

0.01 each to 200000000000 shares with par value of P0.01 each

On November 11 2009 the BOD approved that the 50% balance on subscriptions to the Parent Companys 2009 stock rights offering shall be

called for payment by the BOD no later than December 31 2010 instead of December31 2009

In 2009 management believes that the long outstanding dividends payable declared in 1980 to 1989 may no longer be claimed by the
eligible

stockholders As such the Parent Company reverted back said dividends payable amounting to P5.0 million to retained earnings However

any future valid claims of the dividends will still be honored by the Parent Company

14 Basic/Diluted Earnings Per Share

2009 2008 2007

Net income P108605259 P15100065 P28055657

Weighted average number of common shares

issued and outstanding during the year 185201734604 153382211326 153495044287

Basic earnings per share P0.0006 P0.0001 P0.0002

Net income 108605259 P15100065 P28055657

Weighted average number of common shares

issued and outstanding during the year

including potential common shares 185201734604 174185044496 153495044287

Diluted earnings per share P0.0006 P0.000 P0.0002

Number

of Shares

2009 2008 2007

Number

of Shares

Number

of SharesAmount Amount Amount

Common

Beginning of

year 133140 1331 576315098 P5763151 731115500 P7311155

Subscriptions

of shares 38373761071 383737611

Issuance of

shares 1005364407 10053644 576181958 5761820 154800402 1548004
End of year 37368529804 373685298 133140 P1331 576315098 P5763151
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As of December 31 2008 the equivalent potential common stock was from the Parent Companys stock rights offering There is no potential

common stock issued during the years ended December 31 2009 and 2007 that could have dilutive effect on the earnings per share

computation

15 Related Party Disclosures

Related party relationship exists when the party has the
ability to control directly or indirectly through one or more intermediaries or

exercise significant influence over the other party in making financial and operating decisions Such relationships also exist between and/or

among entities which are under common control with the reporting entity and its key management personnel directors or stockholders In

considering each possible related party relationship attention is directed to the substance of the relationships and not merely to the legal form

The Group in the normal course of business has transactions with related parties which principally consist of loans and cash advances

Amounts due from related companies are summarized as follows

Advances to Related Companies Accrued Interest Receivables

Relationship 2009 2008 2009 2008

Alakor Corporation Alakor Shareholder P10000000 P10000000 P190000 P527084

Fil-Energy Corporation Under common control 4753762 4753762 16166435 16166435

Ocean Composite Yacht Inc

OCYI Under common control 4500000 4500000 2955344 2955344

VIMC Shareholder 3356629 3356629 2175864 1862945

Pacific Rim Export Holdings

Corp Primex Under common control 1114118 1114118 722935 722935

Minoro Mining and Exploration

Corp Under common control 1031279 1031279

UPMC Under common control 732819 708822

25488607 25464610 22210578 22234743

Less allowance for impairment

losses 5614118 5614118 3678279 3678279

P19874489 P19850492 P18532299 P18556464

Management believes that the full amount of receivables from OCYI and Primex are no longer collectible Accordingly the Parent

Company provided full valuation allowance for its total receivables from OCYI and Primex

Outstanding balances at year-end are due and demandable unsecured and settlement occurs in cash unless otherwise indicated There

have been no guarantees provided or received for any related party advances

Amounts due to related companies are summarized as follows

Advances from

Loans Payable Related Companies

Relationship 2009 2008 2009 2008

PentaCapital Associate P25000000

Shareholder 3054250

P25000000 P3054250

The Parent Company has underwriting commitment fee to PentaCapital in relation to the stock rights offering amounting to

P1.0 million which was paid in April 2009 following the approval of increase in capital stock

Loans and advances from related companies bear interest ranging from 12.00% to 1.00% per annum which are payable on demand

The interest income and interest expense from the Parent Companys advances to/from related companies follows

Interest Income Interest Expense

2009 2008 2007 2009 2008 2007

P809653 P527083 P665555 P730000 P2439206

312919 313776 3039590

1310556 5228889 3933194

Alakor

VIMC

PentaCapital

Forward
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Interest Income Interest Expense

2009 2008 2007 2009 2008 2007

Euronote Profits Ltd 472040 846822

APHC 618894 1499542

Shareholder and others 322478 652082 650301

P1122572 P840859 P3039590 2298589 7701905 9369065

The compensation of key management personnel are as follows

2009 2008 2007

Short-term employee benefits 7472674 6763054 5058171

Post-employment benefits 6875839 3746300 3428400

14348513 10509354 8486571

16 Share in Costs and Operating Expenses

2009 2008 2007

Petroleum operations 157116493 80465658 117595090

Personnel cost 5892313 4591030 3820232

P163008806 85056688 P121415322

17 General and Administrative Expenses

2009 2008 2007

Personnel cost see Note 18 P28500251 18373829 14881515

Dues and subscriptions 5953349 2183010 3266877

Outside services 4861125 4207876 3327928

Taxes and licenses 2511342 669533 901450

Transportation and travel 1789836 1448296 2664362

Entertainment amusement and recreation 1378796 1273906 1072283

Utilities 1074421 1411905 1087150

Repairs and maintenance 1041448 951781 806366

Supplies
337049 218561 611824

Insurance 272046 265134 262475

Advertising 195508 85490 236678

Others 702882 115821 841696

48618053 31205142 29960604

18 Retirement Benefits

The Parent Company has funded noncontributory defined benefits retirement plan covering its regular permanent employees Retirement

benefits cost are based on the employees years of service and final covered compensation

Retirement benefits cost included in personnel cost account recognized in the consolidated statements of comprehensive income amounted to

6.9 million 3.7 million and 3.4 million for the years ended December 31 20092008 and 2007 respectively and consist of the following

2009 2008 2007

Current service cost P1540906 1598000 1690500

Interest cost 2417135 2497400 1969100

Past service cost 3730776

Expected return on plan assets 812978 764000 947300

Amortization of actuarial loss 414900 716100

P6875839 3746300 3428400

The actual returns on plan assets amounted to 1.3 million 1.0 million and 0.7 million in 2009 2008 and 2007 respectively
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The net retirement benefits liability asset was derived as follows

2009 2008

Present value of the defined benefits obligation P45310110 P24171347

Fair value of plan assets 32520095 16259552

12790015 7911795

Unrecognized past service cost 7303624
Cumulative unrecognized net actuarial loss 6392716 693959

P906325 7217836

The movements in net retirement benefits liability asset recognized are as follows

2009 2008

Beginning of year P72 17836 3471536

Retirement benefits costs 6875839 3746300

Contribution 15000000
End of year P906325 7217836

The changes in the present value of the defined benefits obligation are as follows

2009 2008

Beginning of year P24171347 27749400

Current service cost 1540906 1598000

Interest cost 2417135 2497400

Past service cost 11034400

Actuarial losses gains due to

Change in assumptions 1720282 10478241

Experience adjustments 4426040 2804788

End of year 45310110 P24171347

The changes in the fair value of plan assets are as follows

2009 2008

Beginning of year P16259552 P15279664

Contribution 15000000

Expected return on plan assets 812978 764000

Actuarial gains 447565 215888

End of year P32520095 P16259552

The latest actuarial valuation of the plan is as of December 312009 The principal actuarial assumptions used to determine retirement benefits

costs are as follows

2009 2008 2007

Discount rate 9.21% 10.00% 9.00%

Investment yield 5.00% 5.00% 5.00%

Salary increase 5.00% 5.00% 10.00%

The major categories of plan assets as percentage of the fair value of total plan assets are as follows

2009 2008

Fixed income securities 99.25% 88.45%

Deposits in banks 0.08% 0.19%

Others 0.67% 11.36%

100.00% 100.00%

The experience adjustments arising from the changes in the defined benefits obligation and plan assets for current and last four years are as

follows

2009 2008 2007 2006 2005

Present value of the defined

benefits obligation P45310110 P24171347 P27749400 P28129500 P11537548

Fair value of plan assets 32520095 16259552 15279664 13532362 11037015

Deficit 12790015 7911795 12469736 14597138 500533

Forward
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2009 2008 2007 2006 2005

Experience adjustments on

plan obligation 6146322 P7673453 P4039700 14325670

Experience adjustments on

plan assets 447565 215888 199998 612386 159282

The retirement plan calls for annual contributions covering the current service cost for the period plus payment toward funding the actuarial

past service
liability

which has been accrued as of December 31 2009 and 2008 The Parent Company expects to contribute 2.8 million in

2010

19 IncomeTaxes

The details of provision for current income tax are as follows

2009 2008 2007

MCIT 1186807 647289 1144234
Final taxes 300176 4392 300137

1486983 651681 1444371

The Parent Company did not recognize deferred tax assets on the following items as management believes that it is more likely than not

that the Parent Company will not be able to realize the deductible temporary differences and the carryforward benefits of these items in

the future or prior to their expiration

2009 2008

Deductible temporary differences on

Provision for probable losses 41611674 41611674
Allowance for impairment losses 12719957 12719957

Retirement benefits and unamortized

past service cost 11206860 7217836

Unrealized foreign exchange loss 3493877 1281749

Carryforward benefits of

NOLCO 2007380 15091328

MCIT 2978330 3093817

As of December 31 2009 NOLCO and MCIT that can be claimed as deduction from future taxable income and used as deduction against

future income tax liabilities respectively are as follows

Year incurred Expiry date NOLCO MCIT

2009 2012 1186807
2008 2011 9786203 647289

2007 2010 1144234

9786203 2978330

The movements in NOLCO and MCIT are as follows

2009 2008

NOLCO

Beginning of year 15091328 32758966
Additions 15091328

Applications 5305125

Expirations 32758966

End of year 9786203 15091328

MCIT

Beginning of
year 3093817 3197423

Additions 1186807 647289

Expirations 1302294 750895

End of year 2978330 3093817
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Deferred tax liability represents the tax effect of the following taxable temporary differences as of December 31 2009 and 2008

2009 2008

Unearned crude oil
lifting 7165295 1596162

Unrealized foreign exchange gain 613528 2200891

7778823 3797053

As of December 31 2009 deferred tax asset on NOLCO amounting to 2.3 million was recognized to the extent of deferred tax liability

on taxable temporary differences of7.8 million

The reconciliation of provision for income tax computed at the statutory income tax rates to the provision for income tax follows

Provision for income tax computed at the

statutory income tax rates

Additions to reductions in
Non-taxable income

Deductible temporary differences

NOLCO and MCIT for which no

deferred tax assets were recognized

Equity in net earnings of associates

Application of NOLCO for which no

deferred tax assets were recognized

in prior years 1591538 4283394
Nondeductible expenses 327272 488123

Interest income subjected to final tax 151530 10749
Dividend income 1917 2205
Gain on sale of AFS financial asset

subjected to final tax 723
Effect of change in tax rates

On July 2008 RA 9504 which amended the provisions of the 1997 Tax Code became effective It includes provisions relating to the

availment of the optional standard deduction OSD Corporations except for nonresident foreign corporations may now elect to claim

standard deduction in an amount not exceeding 40% of their gross income corporation must signify in its returns its intention to avail

of the OSD If no indication is made it shall be considered as having availed of the itemized deductions The availment of the OSD shall

be irrevocable for the taxable year for which the return is made On September 24 2008 the Bureau of Internal Revenue issued Revenue

Regulation 10-2008 for the implementing guidelines of the law

20 Financial Instruments

Classifications and Fair Values of Financial Instruments

The following table shows the classifications carrying amounts and fair values of the Groups financial assets and financial liabilities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2009 2008

32685938

2007

5911802 10325010

30980250 8325147

2863094

2802479

4699281

2524872

2898005

7719092

3582902

267597

7062

2730

189853

Provision for income tax 347867 1790797 1444371

The Republic Act RA No 9337 or the Expanded-Value Added Tax E-VAT Act of 2005 took effect on November 2005 The new

E-VAT law provides among others for change in RCIT rate from 32% to 35% for the next three years effective on November 2005

and 30% starting January 2009 The unallowable deductions for interest expense was likewise changed from 38% to 42% of the interest

income subjected final tax provided that effective January 2009 the rate shall be 33%

2009

Carrying

values Fair values

2008

Financial Assets

Loans and receivables

Cash and cash equivalents

Receivables

Accounts with contract operators

Advances to related companies

Accrued interest

Accounts with partners

Forward

Carrying

values Fair values

102188831 102188831 980828 980828

72318328 72318328 35015455 35015455

19874489 19874489 19850492 19850492

18532299 18532299 18556464 18556464

2023483 2023483 761259 761259
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2009 2008

Carrying Carrying

values Fair values values Fair values

Advances to officers and employees 1652474 P1652474 1081779 P1081779

Receivable from Nido Petroleum 27232131 27232131

Dividends 2250000 2250000

Others 6365712 6365712 118133 118133

222955616 222955616 105846541 105846541

AFS financial assets

Quoted equity instruments 97464288 97464288 40094902 40094902

Unquoted equity instruments 13127340 13127340 10877340 10877340

110591628 110591628 50972242 50972242

P333547244 P333547244 P156818783 156818783

Financial Liabilities

Other financial liabilities

Loans payable 121724515 121724515

Accounts payable and accrued

liabilities

Accrued liabilities 6426727 6426727 2145226 2145226

Accounts with partners 5151086 5151086 5151086 5151086

Advances from related companies 3054250 3054250

Accrued interest 7861430 7861430

Others 1841952 1841952 3352220 3352220

Dividends payable
5035941 5035941

Subscriptions payable 2068842 2068842 2069233 2069233

15488607 15488607 150393901 150393901

The carrying amounts of financial assets except AFS financial assets and financial liabilities approximate their fair values because of their

short-term nature Quoted AFS financial assets are carried at fair value based on the quoted values of the securities Unquoted AFS financial

assets are carried at cost since its fair value cannot be reliably measured

Financial Instruments Carried at Fair Value

The following table shows the fair value information of AFS financial assets analyzed by source of inputs on fair valuation as follows

Quoted prices in active markets for identical assets Level

Those involving inputs other than quoted prices included in Level that are observable for the asset either directly as prices or

indirectly derived from prices Level and

Those inputs for the asset that are not based on observable market data unobservable inputs Level

December 31 2009

Level Level Level

AFS financial assets

Quoted equity instruments 97464288

21 Financial Risk Management Objectives and Policies

The Groups principal financial instruments comprise mainly of cash and cash equivalents receivables AFS financial assets loans payable

accounts payable and accrued liabilities dividends payable and subscriptions payable The main purpose of these financial instruments is to

provide financing for the Groups operations and capital intensive projects

The BOD is mainly responsible for the overall risk management approach and for the approval of risk strategies and principles of the Group

The main risks arising from the Groups financial instruments are credit and concentration risk liquidity risk and market risks The market

risks exposure of the Group can be further classified to foreign currency risk and equity price risk The BOD reviews and approves
the policies

for managing some of these risks and they are summarized as follows
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Credit and concentration risk

Credit risk is such risk where the Group could incur loss if its counterparties fail to discharge their contractual obligations although the

Group trades only with recognized creditworthy third parties In 2008 major part of the SC 14 consortiums annual petroleum products

sales were to Pilipinas Shell Petroleum Corporation PSPC and in 2009 the annual petroleum production sales of Galoc on the other hand

have been sold to Mitsui of Japan SK Energy of South Korea and Petron Corporation 100% of the outstanding accounts with contract

operators are from the SC 14 consortium

With respect to credit risk arising from the other financial assets of the Group which comprise of cash and cash equivalents and AFS financial

assets the Groups exposure to credit risk could arise from default of the counterparty having maximum exposure equal to the carrying

amount of these instruments gross of any collaterals and credit enhancements

The table below summarizes the Groups gross maximum credit risk exposure for the components of the consolidated balance sheets

2009 2008

Loans and receivables

Cash and cash equivalents P102188831 P980828

Accounts with contract operators 72318328 35015455

Advances to related companies 19874489 19850492

Accrued interest 18532299 18556464

Accounts with partners 2023483 761259

Advances to officers and employees 1652474 1081779

Receivable from Nido Petroleum 27232131

Dividends 2250000

Others 6365712 118133

AFS financial assets

Quoted equity instruments 97464288 40094902

Unquoted equity instruments 13127340 10877340

P333547244 156818783

The tables below show the credit quality of the Groups financial assets by class based on the Groups credit evaluation process and the aging of

past due but not impaired financial assets

As of December 31 2009

Loans and receivables

Cash and cash

equivalents

Accounts with

contract

operators

Advances to

related

companies

Accrued interest

Accounts with

partners

Advances to

officers and

employees

Others

AFS financial assets

Quoted equity

instruments

Unquoted equity

instruments

10000000

190000

2023483

1652474

6365712

Past due but not impaired

lto3O 31to90 Over9O

Days Days Days

2023483

1652474

3427560 9793272

97464288

Neither past due nor impaired

Standard

High Grade Grade

102188831

72318328

Impaired

Financial

Assets Total

102188831

72318328

9874489 5614118 25488607

123759 59705 18158835 3678279 22210578

97464288

13127340 13127340

305330456 123759 59705 28033324 12719957 346267201
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As of December 31 2008

Past due but not impaired

lto3O 31to90

Days Days

Loans and receivables

Cash

Accounts with

contract

operators

Advances to

related

companies

Accrued interest

Accounts with

partners

Advances to

officers and

employees

Receivable from

Nido

Petroleum

Dividends

Others

AFS financial assets

Quoted equity

instruments

Unquoted equity

instruments

10000000

761259

1081779

27232131

2250000

118133

56829 114928 9678735

155743 287713 18113008

980828

35015455

5614118 25464610

3678279 22234743

761259

1081779

27232131

2250000

3427560 3545693

Credit quality of cash and cash equivalents and AFS financial assets are based on the nature of the counterparty

High grade credit quality financial assets pertain to financial assets with insignificant risk of default based on historical experience and/or

counterparty credit standing Standard grade credit quality financial assets are those assets with history of default but cannot be deemed

uncollectible because it arises from related companies for which there is common control Past due but not impaired are items with history

of frequent default but the amount due is still deemed collectible Lastly Impaired financial assets are those that are long-outstanding and

has been provided with allowance for impairment losses

Liquidity risk

Liquidity risk is such risk where the Group becomes unable to meet its payment obligations when they fall due under normal and stress

circumstances The Groups objective is to maintain balance between continuity of funding and flexibility through the use of bank loans

and operating cash flows The Group addresses liquidity concerns primarily through cash flows from operations and short-term borrowings

All of the Groups financial liabilities which include loans payable accounts payable and accrued liabilities dividends payable and subscriptions

payable including future interest will fall due within one year except for advances from related companies which are currently due and

demandable

Correspondingly the financial assets that can be used by the Group to manage its liquidity risk as of December 31 2009 and 2008

consist of cash and cash equivalents accounts with contract operators and AFS financial assets Also the Group has credit
facility

of

50.0 million with UCPB as of December 31 2009

Foreign currency risk

Foreign currency risk is such risk that the value of the Groups financial instruments diminish due to unfavorable changes in foreign exchange

rates The Groups transactional currency exposures arise from sales in currencies other than its functional currency All of the Parent

Companys share in petroleum operations revenue are denominated in United States Dollar US Dollar Likewise the Group is exposed to

foreign exchange risk arising from its US Dollar-denominated receivables

Neither past due nor impaired

Standard

High Grade Grade

P980828

35015455

Over 90

Days

Impaired

Financial

Assets Total

40094902

10877340 10877340

77439585 50972242 212572 402641 27791743 12719957 169538740

40094902
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The table below demonstrates the sensitivity to reasonably possible change in the foreign exchange rate with all other variables held constant

of the Groups income before income tax due to changes in the carrying value of financial assets and liabilities The sensitivity range is based on

the historical
volatility

of the foreign exchange rate for the past year The analysis is based on the assumption that last years foreign currency

rate volatility will be the same in the following year

Percentage Change in Foreign Ex- Effect on Income

change Rate Before Income Tax

2009 Depreciation of Peso against US

Dollar by 6.50% 5102230

Appreciation of Peso against

US Dollar by 6.50% 5102230
2008 Depreciation of Peso against US Dol

lar by 2.00% 1237824

Appreciation of Peso against US

Dollar by 2.00% 1237824

There is no other impact on the Groups equity other than those affecting profit or loss

Equity price risk

Equity price risk is such risk where the fair values of investments in quoted equity securities could decrease as result of changes in the levels

of equity indices and the value of individual stocks The Group is exposed to equity securities price risk because of investments held by the

Parent Company which are classified in the consolidated balance sheets as AFS financial assets

The following table shows the sensitivity to reasonably possible change in the Philippine Stock Exchange index PSE1 with all other variables

held constant of the Groups equity through other comprehensive income due to changes in the carrying value of the Groups AFS financial

assets The analysis links PSEi changes which proxies for general market movements to individual stock prices through their betas Betas are

coefficients depicting the sensitivity of individual prices to market movements

The sensitivity range is based on the historical volatility of the PSEi for the past year The analysis is based on the assumption that last years

PSEi
volatility

will be the same in the following year

Percentage Change in PSEi Effect on Equity

2009 Increase by 20% 18124595
Decrease by 20% 18124595

2008 Increase by 14% 5645243
Decrease by 14% 5645243

The impact on the Groups equity excludes the impact on transactions affecting profit or loss

22 Capital Management

The Group maintains capital base to cover risks inherent in the business The primary objective of the Groups capital management is

to optimize the use and earnings potential of the Groups resources ensuring that the Group complies with externally imposed capital

requirements if any and considering changes in economic conditions and the risk characteristics of the Groups activities No significant

changes have been made in the objectives policies and processes of the Group from the previous years

The following table summarizes the total capital considered by the Group

2009 2008

Capital stock 1545002756 1534949112

Paid-in capital from sale of treasury shares 1624012 1624012

Retained earnings deficit 79199793 34441407

1625826561 1502131717
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23 Note to Consolidated Statements of Cash Flows

In 2009 the Parent Companys non-cash operating activity is the offsetting of its advances to related companies including accrued interest

against its advances from related companies including accrued interest

The Parent Companys principal non-cash investing activities are as follows

As of December 31 2009 and 2008 additional deferred oil exploration costs amounting to 1.3 million and l.5 million were offset

against the Parent Companys accounts with partners

In August 2007 UPMCs receivables aggregating to 60.2 million were converted to AFS financial assets which had fair value amounting

to 48.4 million

24 Event after the Balance Sheet Date

On March 24 2010 the BOD approved in principle the declaration of 2% cash dividend equivalent to 00002 per
share or an aggregate value

of P38.4 million
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THE PHILODRILL CORPORATION
QUAD LPHA CENTRUM 125 PIONEER MANDALUVONG CITY PHILIPPINES

TEL NOS 631-1801 TO 05 631-8151/52 FAX 632 631-8080 632 631-5310

July 15 2010

OFFICE OF INTERNATIONAL CORPORATE FINANCE
DIVISION OF CORPORATE FINANCE
Securities and Exchange Commission

Room 3099 Mail Stop 3-7

450 5thStreetNW

Washmgton DC 20549

0rn
RE THE PHILODRILL CORPORATION

File No 82-2579

jJ

Gentlemen

We are sending herewith the following documents which we have filed with the

Philippine SEC

SEC Form 17-A Annual Report Pursuant to Section 17 of the Securities Regulation

Code and Section 141 of the Corporation Code of the Philippines for the calendar year

ended December 31 2009

SEC Form 17-Q Quarterly Report on Operations Business and Financial Profile for the

quarter ended June 30 2009 September 30 2009 and March 31 2010

SEC Form 17-C Current Report Under Section 11 of the Revised Securities Act dated

06 October 2009 06 November 2009 07 December 2009 07 January 2010 04 February

2010 05 March 2010 07 April 2010 05 May 2010 04 June 2010 06 July 2010 11

November 2009-Regular Meeting of the Board of Directors of the Philodrill Corporation

with regards the 50% balance on subscriptions to the Companys 2009 Stock Rights

Offer SRO shall be called or payment by the Board of Directors no later than December

31200914 December 2009-The Philodrill Corporation purchased 122000 shares of

Atlas Consolidated Mining Development Corporation at P8.90 per share last December

11 2009 at the Philippine Stock Exchange 17 December 2009-The Philodrill

Corporation purchased 34000 shares at P8.90 per share last December 14 2009 65000

shares at P9.10 per share and 5000 shares at P9.20 per share last December 15 2009 and

50000 shares at P9.10 per share last December 16 2009 of atlast Consolidated mining

Development Corporation at the Philippine Stock Exchange22 December 2009-The

Philodrill Corporation purchased 38000 shares at P9.10 per share last December 17

2009 18000 shares at P9.10 per share last December 18 2009 and 66000 shares at

P9.100 per share and 18000 shares at P9.20 per share last December 21 2009 of Atlast

Consolidated Mining Development Corporation at the Philippine Stock Exchange23



December 2009-The Philodrill Corporation purchased 73000 shares of Atlas

Consolidated Mining Development Corporation at P9.10 per share last December 22

2009 at the Philippine Stock Exchange 04 January 2010-The Philodrill Corporation

purchased 28000 shares at P8.90 per share 42000 shares at P9.00 per share and 2000

shares at P9.10 per share last December 23 2009 and 68000 shares at P9.10 per share

last December 292009 of Atlas Consolidated Mining Development Corporation at the

Philippine Stock Exchange 05 January 2010-Quarterly Progress Report on the

Application of the proceeds from the stock rights offering for the quarter ended

December 31 2009 06 January 2010-Companys Compliance Officer on the Companys

compliance with SEC Memorandum Circular No 08 Frebruary 2010-The Philodrill

Corporations payment of loans out of 25% Subscription Rights Offer SRO
Proceeds 17 February 2010-Schedule of the Companys Annual Stockholders Meeting

19 February 2010-DOE Certification 24 March 2010-Re-scheduling of the Companys
Annual Stockholders Meeting/Declaration of 2% cash dividend equivalent to P0.0002

per share or an aggregate value of P38373761.00 subject to finalization of the

Companys 2009 Audited Financial Statements 26 March 2010-Submission of one

pc CD-ROM List of Stockholders as of March 24 2010 05 April 2010- Quarterly

Progress Report on the Application of the proceeds from the stock rights offering for the

quarter ended March 31 2010 28 April 2010-Resolution approval authorizing the

declaration of cash dividend equivalent to P0.0002 per share 23 June 2010-The Philodrill

Corporation ANNUAL STOCKHOLDERS MEETING 05 July 2010- Quarterly

Progress Report on the Application of the proceeds from the stock rights offering for the

quarter ended June 3020 10

Secretarys Certification on the attendance of the members of the Board of Directors for

the year 2009

List of Top 100 Stockholders as of September 30 2009

List of Top 100 Stockholders as of December 2009

List of Top 100 Stockholders as of March 31 2010

List of Top 100 Stockholders as of June 30 2010

SEC Form 20-IS Annual Stockholders Meeting Definitive

Information Statement on June 23 2010

10 SEC Form 23-B Movement of Direct or Indirect of Beneficial Ownership of Securities

for the month of October 2009

11 SEC Form 23-B Movement of Direct or Indirect of Beneficial Ownership of Securities

for the month of November 2009

12 SEC Form 23-B Movement of Direct or Indirect of Beneficial Ownership of Securities

for the month of December 2009



13 SEC Form 23-B Movement of Direct or Indirect of Beneficial Ownership of Securities for

the month of January 2010

14 SEC Form 23-B Movement of Direct or Indirect of Beneficial Ownership of Securities for

the month of February 2010

15 SEC Form 23-B Movement of Direct or Indirect of Beneficial Ownership of Securities

for the month March 2010

16 SEC Form 23-B Movement of Direct or Indirect of Beneficial Ownership of Securities

for the month of April 2010

17 SEC Form 23-B Movement of Direct or Indirect of Beneficial Ownership of Securities

for the month of May 2010

18 SEC Form 23-B Movement of Direct or Indirect of Beneficial Ownership of Securities

for the month of June 2010

19 SEC Form 23-B Movement of Direct or Indirect of Beneficial Ownership of Securities

for the month of July 2010

20 Corporate Governance Scorecard for Publicly-listed Companies

21 General Information Sheet GIS and

22 Annual Report for the year 2009

The above documents are marked in the upper right hand corner of their cover page to

reference our Rule 12g3-2 file number File No 82-2579

Kindly acknowledge receipt of this letter and the enclosures by stamping the Receipt

Copy hereof and returning it to us in the stamped addressed envelope provided for the purpose

Very truly yours

ADI ARIAS

Corporate Secretary

Enclosed as stated
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the month of January 2010
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PART 1- BUSINESS AND GENERAL INFORMATION

Item Business

Description of Business

Business Development

The Philodrill Corporation the uCompany was incorporated in 1969 originally with the primary

purpose of engaging in oil gas and mineral exploration and development In 1989 realizing the

need to balance the risk associated with its petroleum activities the Company changed its primary

purpose to that of diversified holding company while retaining petroleum and mineral exploration

and development as one of its secondary purposes Thereafter the Company has maintained

investments in petroleum exploration and production financial services property development

mining and infrastructure development On January 16 2008 stockholders representing at least

two-thirds of the Companys outstanding capital stock approved to change the Companys primary

purpose back to petroleum exploration and development and to relegate and include as

secondary purpose the Companys holding company purpose clause which the SEC had

approved on April 13 2009

The Companys active petroleum projects cover production and exploration areas in offshore

Palawan and South Sulu Sea and onshore Mindoro under various Service Contracts SC and

Geophysical Survey and Exploration Contracts GSEC with the Philippine government through the

Department of Energy DOE

In the financial services sector the Company is 40% shareholder of Penta Capital Investment

Corporation Penta Capital an investment house Penta Capital holds equity interest in several

companies such as Penta Capital Finance Corporation finance company 98.75% owned

Penta Capital Holdings Corporation an investment holding company 29.54% owned Penta

Capital Realty Corporation 100% owned and Intra-Invest Securities Inc 68.47% owned

In the mining sector the Company holds minor equity
interests in the following companies Allas

Consolidated Mining Development Corporation Vulcan Industrial Mining Corporation and

United Paragon Mining Corporation

PETROLEUM PROJECTS

1.0 SERVICE CONTRACT NO.14



Operations Review

The combined production from the three producing fields in 2009 totaled 183892 barrels which

was 37.2% higher than the previous years 2008 total output of 133806 barrels The significant

increase is attributed to the contribution of North Matinloc Field which resumed commercial

production in February last year Summary of the 2009 production from the three fields is shown

below

2009 Crude Oil Production Summary

in barrels

Nido Matinloc North 2009 Total 2008 Total

Matinloc

January 11674 5977 17651 17829

February 6798 995 7793 4083

March 12032 4905 16937 20219

April 6882 1948 8830 19590

May 11906 4392 1725 18023

June 11925 3546 3370 18841

July 5115 5670 10785 6731

August 11910 4728 3775 20413 9469

September 5395 3905 9300 2245

October 11835 3697 2465 17997 20531

November 12060 7083 4276 23419 17286

December 9076 4827 13903 15823

Total 83342 67595 32956 183892 133806

Production from the North Matinloc Field started with trial flow from the North Matinloc-2 well

using different choke sizes on February 2326 2009 At welihead pressure of 290 psi the well

was closed after producing about 1000 barrels during the test flow run The North Matinloc-2 well

resumed its steady state production on April 14 2009 at higher wellhead pressure of 420 psi

The modest production from North Matinloc-2 augmented production from the Matinloc Field to

satisfy the cargo volume requirement of buyer Pilipinas Shell

The consortium completed total of 11 shipments from the three fields in 2009 mainly with

Pilipinas Shell The yearly crude oil sales agreement with Pilipinas Shell which expired in January

2010 was eventually renewed in February 2010 The consortium is also considering negotiating



with other buyers especially when Pilipinas Shells schedule does not allow timely accommodation

of SC 14 crude oil production

With regard to the Tara Block and SC14D-Retention Block these two areas are still under

evaluation by Venturoil since 2008 as part of their due diligence leading to possible farm-in The

Tara field is currently shut-in while there is no producing field within the SC14D-Retention Block

2.0 SERVICE CONTRACT NO.14 C-I Galoc

Operations Review

In December 2008 block operator Galoc Production Company GPC conducted an emergency

disconnection of the Floating Production and Storage Offloading FPSO from the mooring and

riser system MRS which was damaged as result of the disconnection and laying down of the

MRS on the seabed brought about by the adverse weather conditions at the time Severe

weather condition persisted for about month Repair on the subsea facilities commenced in mid-

January 2009 GPC took advantage of the temporary shutdown of the field to propose design

and install Hold Back Mooring System HBMS on the FPSO as an additional measure to

counter the difficulties in maintaining position and to moderate the effects of disconnection to

facilities and operations

The installation of the HBMS and the repair works and modifications to the existing MRS were

completed on the 4th week of February 2009 The field finally started producing again on

February 25 2009 at an initial stabilized rate of 17200 barrels of oil per day However inclement

weather persisted during most of the middle part of the year which prompted the operator to carry

out disconnection of the FPSO and the MRS on different occasions resulting
in major

operational glitches and operational downtime Overall the Galoc Field had 64% production

uptime since it started producing in October 2008 until end of 2009 During this period the field

produced total of 3578650 barrels By the end of 2009 the field was producing at rate of

10350 barrels per day

Also in 2009 the 182-day Extended Production Test EPT for the Galoc Field ended The EPT

was granted by the Department of Energy DOE in August 2006 to allow GPC to fully assess the

viability of long term production from the field The gathered data from the EPT period proved

sufficient for this goal thus the EPT was terminated on June 19 2009 and commerciality of the

field became effective on June 19 2009



As of February 2010 GPC have completed twelve 12 crude oil shipments involving

approximately 3897000 barrels Galoc crude buyers included several foreign firms as well as the

state-owned Petron Corporation

Phase Development

As part of the assessment of the Galoc Field for possible Phase development GPC embarked

on re-processing of 3D seismic data covering the Galoc and the adjacent Octon area in Service

Contract 6A The results are expected to contribute to better understanding of the Galoc

structure and to identify locations for drilling new development wells CGGVeritas in London U.K

was contracted to do the re-processing work which ran from March to December 2009 The

resulting pre-stack time migration PSTM and pre-stack depth migration PSDM data volumes are

currently being used in the ongoing evaluation of the Galoc Field

An ongoing series of technical workshops among the Joint Venture partners aims to develop

strategies for second phase development of the Galoc Field Focus is centered on confirmation

of additional reserves and locating design drilling and completion of additional production wells to

fully maximize the fields production potential On the production facilities that will be put up GPC

initially had few choices for the production vessel including retaining the existing FPSO As of

February 2010 when all options have been thoroughly evaluated the Consortium is now left with

the option of retaining the FPSO but with major modification introduced to its MRS Timing for

these further development activities is seen towards the second half of 2010 with final

investment decision expected to be made in May 2010

3.0 SERVICE CONTRACT NO.14 C-2 West Unapacan

In late 2008 Pitkin Petroleum started implementing some of its farm-in commitments in the West

Linapacan Block and by February 2009 had completed the seismic re-processing by Western

Geco Other geophysical and geological studies were completed although delayed by

few months as per project timeline These are the Seismic Reservoir Characterization Study

induding Seismic Inversion by Schlumberger which was completed in July 2009 the Sequence

Stratigraphic Study and Petrophysics by Isis Petroleum Consultants in September 2009 and the

Conceptual Engineering Study for the West Unapacan field by OPE Inc towards the end of

2009 Philodrill is carried in all of these activities as well as in the drilling of development well up

to first oil

Because of the unexpected delays in the completion of the studies Pitkin sought for an

extension of its Phase work commitments which expired in August 2009 as per the farm-in

agreement The West Linapacan Consortium granted the extension with the issuance of an



executed amendment to the farm-in agreement such that the completion of the Phase work shall

be on or before June 30 2010

Based on the integrated results from the abovementioned technical studies and using wide

range of evaluation techniques Pitkin has developed concept with which new well/s will be

drilled completed and produced Since the West Linapacan Field is expected to be highly-

fractured as confirmed from the previously drilled production wells Pitkin is looking at drilling sub-

horizontal section/s that will follow fracture trends that will yield optimum flow rates The producing

weilbore sections will use smart completion technologies enabling the isolation of sections where

formation water breaks through With regard to the production facilities Pitkin proposes to put up

turret-mounted storage vessel with on-board processing facility which they presented to the

partners for consideration during January 2010 technical meeting The consortium has asked

the operator to continue to explore other cost-effective technologically feasible development

concepts for the field

4.0 SERVICE CONTRACT NO 6A Octon

The Octon Block Consortium adopted the work program submitted by our Technical Advisor Vitol

GPC Investments SA in late 2008 as the consortiums work commitment which the SC GA

partnership used as its commitment during negotiations with the DOE for the 15-year extension of

the production term of SC6A The work program consisted of various activities which are basically

planning strategies leading to full development of the Octon Field in conjunction with the

anticipated Phase of the Galoc Field Development In June 2009 letter the DOE approved

the extension of the production term of the Octon Block The fifteen 15 year extension shall be

for series of three year terms subject to compliance with certain conditions such as yearly

submission of work program and budget and payment of technical assistance and training fund to

the DOE The term extension is reckoned from March 2009

Since the commerciality of the Octon Field depends on it being tied up to the Galoc development

the realization of which had already been delayed by the frequent operations downtime in the

Galoc Field GPC proposed and was granted approval by the consortium to re-process some 75

sq-km of 3D seismic data in the Octon area in conjunction with the re-processing of Galoc 3D data

as part of the Galoc Phase evaluation activities Geophysical contractor CGGVeritas completed

the pre-stack time migration phase last August 2009 while the pre-stack depth migration was

completed towards the end of the year Initial results from the ongoing re-evaluation of the re

processed data indicate much improved image of the Octon reservoir Vitol GPC is also

rebuilding their models in the light of the positive results of the Octon seismic reprocessing This

program now forms the bulk of GPCs revised work program for 2010 possibly extending to 2011



5.0 SERVICE CONTRACT NO.6 Cadlao

In 2008 Blade Petroleum submitted to the DOE their preliminary Plan of Development POD for

the Cadlao Field With the POD Blade Petroleum committed to re-activate the Cadlao Field

which last produced in 1991 via two new production wells at target total project cost of USD

100 MM

During the early part of 2009 Blade Petroleum and the DOE had series of negotiations for the

finalization and acceptance of the POD The POD was finally approved by the DOE on June 17

2009

6.0 SERVICE CONTRACT NO 6B Bonita

In August 2008 VenturOil proposed Work Program and Budget WPB which form the basis for

their due diligence during their extended option exclusivity period ending March 2009 Their

proposal included geological and geophysical studies and reservoir evaluation The Bonita

Consortium agreed during the September 2008 partners meeting to adopt this proposed WPB as

the consortiums commitment and justification for the final 15-year extension of the contract term

In March 2009 the negotiations for the extension between the DOE and the Company are still in

process

An extension was granted by the Bonita Block consortium until September 2009 in oider for

VenturOil to complete their original and amended work program with the end view of submitting

drilling prognosis and program for the different areas that they are farming into including the

Bonita Block

Similar to the SC 6A Octon Block Philodjill had series of negotiations with the DOE during the

first quarter of 2009 for the extension of the production term of SC 6B Bonita Block contract

which expired on February 28 2009 In support of the request Philodrill submitted Venturoils

proposed work program as the Bonita Consortiums commitment In June 2009 the DOE granted

the extension of the production term of the contract on similar terms and conditions as that of the

SC 6A extension and likewise reckoned from March 2009

In October 2009 the Bonita Block Consortium informed Venturoil that they no longer have the right

to the option on the block and that Venturoil should be recognized first by the DOE as qualified

service contractor should they pursue negotiations for farm-in into the block

7.0 SERVICE CONTRACT NO.41 Sulu Sea



Following the unsuccessful drilling of the Lumba Lumba-1/1A well in 2008 Tap Oil proposed to

undertake pre-stack data migration and inversion of their Alpine 3D seismic data in Sulu Sea Tap

Oil aimed to rectify seismic data quality issues the result of which is seen to greatly contribute in

the de-risking of the numerous prospects in the block and is integral to the selection of the next

prospect for drilling They contracted the Australia-based geophysical contractor DownUnder

Geosolutions to perform the re-processing and data inversion The contractor completed the 3D

seismic data re-processing and delivered the full inversion data volume and processing report in

July 2009 For the rest of the year they continued to work on the re-evaluation of the entire SC 41

block and have started to undertake promotional campaign to invite potential new partners into

the Sulu Sea block

8.0 SERVICE CONTRACT NO.53 Onshore Mindoro

During the first quarter of 2009 block Operator Pitkin Petroleum continued with the interpretation

of the acquired magneto-telluric partial data for the 68 stations covered by the survey the results

of which were incorporated in the design of the planned 20 seismic acquisition earlier set for April

2009 For the seismic survey tenders were sent out as early as late 2008 the received bids were

evaluated and chinese geophysical contractor BGPlnc was selected

In April 2009 Pitkin Petroleum requested for the extension of Sub-Phase for Pitkin to acquire its

onshore seismic commitment for SC 53 In response to Pitkins request the DOE merged the first

sub-phases to form new Sub-Phase July 2005 to March 2011 with the work commitment of

minimum 200 line-km 2D seismic acquisition and drilling of one well The new Sub-Phase will be

for the period March 2011 to July 2012 with commitment to drill wells The DOE likewise

increased the Onshore Mindoro Block area from 600000 hectares to 734000 hectares

Pitkins seismic acquisition program which was originally scheduled to commence in April was

deferred to November when weather conditions are more favorable for onshore seismic

acquisition Actual recording started at the San Jose Area in late November 2009 and as of

February 21 2010 BGP had acquired 95.45 line-kilometers which translate to 47.47% of the

programmed 200.85 line-kilometers

9.0 SWAN BLOCK Deepwater Northwest Palawan

In November2009 PNOC-Exploration Corporation PNOC-EC advised Philodrill that their

technical and legal groups continue to evaluate the relavant data that Philodrill had provided



PNOC EC to assess the blocks potential and the merit of Philodilils proposed participation in

SC 57 and SC 58 blocks

Additional information required by Item is also contained in Note 10 to the Companys 2009

Audited Financial Statements

INVESTMENTS IN ASSOCIATES

The companys associates are Penta Capital Investment Corporation PCIC and Penta Capital

Holdings Inc PCHIwhere the company has 40% and 13.76% equity interest respectively

PCIC posted consolidated net income of P22.4 million in 2009 3% higher than the 2008 profit

level of P21.7 million Gross revenues decreased to P91.7 million in 2009 compared to P99.4

million in 2008

PCHIs consolidated net income increased by P3.1 million from P7.7 million in 2009 to P4.6 million

in 2008 Gross revenues totaled P48.8 million in 2009 as compared to P35.2 million in 2008

Additional information is also contained in Note of the Report of the Independent Auditors

The Company has NO direct equity
interest in Penta Capal Finance Corporation and as such NO

disclosure on its business development was made

NO bankruptcy receivership or similar proceeding has been filed by or against the Company

during the last three years

NO material reclassification merger consolidation or purchase/sale of significant amount of

assets not in the ordinary course of business has been undertaken by the Company during the last

three years

Business of Issuer

Description of Registrant

Products

The Company and other participants collectively referred to as Contractor entered into several

Service Contracts SC and Geophysical Survey and Exploration
Contracts GSEC with the



Philippine Government through the Department of Energy for the exploration development and

exploitation of the contract areas situated mostly in offshore Palawan where oil discoveries have

been made The aforementioned SCs and GSECs provide for certain minimum work expenditure

obligations and the drilling of specified number of wells and are covered by operating

agreements which set forth the participating interests rights and obligations of the contractor

The Companys share in the jointly controlled assetsof the SCs and GSECs is included under the

Wells platforms and other facilities and Deferred oil exploration costs accounts in the balance

sheets The Company follows full cost method of
accounting

for all exploration costs relating to

each SCIGSEC These costs are deferred pending determination of whether the contract area

contains oil and gas in commercial quantities The exploration costs relating to the SCIGSEC area

where oil and gas in commercial quantities are discovered are subsequently capitalized as Wells

platforms and other facilities shown under Property and equipment account in the balance sheet

upon commercial production When the SCIGSEC is permanently abandoned or the Company has

withdrawn from the consortium the related deferred oil exploration costs are written-off Reserves

are estimated by reference to available reservoir and well information including production and

pressure trends for producing reservoirs All proven reserve estimates are subject to revision

either upward or downward based on new information such as from development drilling and

production activities or from changes in economic factors including product prices contract terms

or development plans As field goes into production the amount of proven reserves will be

subject to future revision once additional information becomes available As those fields are further

developed new information may lead to revisions Additional information required by Item

is also contained on Notes and 10 to the Companys 2009 Audited Financial Statements

The Compans present revenues and production and related expenses are from certain areas of

SC 14 particularly Nido Matinloc North Matinloc and Galoc The crude oil revenues from these

oilfields contributed about 97% of the total gross revenues Information as to production volume

follows in barrels

2009 2008 2007

Nido 83342 87731 100125

Matinloc 67595 46075 84123

North Matinloc 32956

Galoc post-EPT 1334919

Total 1518812 133806 184248
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The Company also generates revenues from its equity investments by way of dMdends received

from and/or equitizable share in the earnings of investee companies Equitized earnings from

affiliates constituted about 2.7% of the total gross revenues

Investee Companies

The Company is 40% shareholder of Penta Capital Investment Corporation PCIC an

investment house Aside from investment banking and financial advisory services PCIC also

specializes in providing securitization services short-term bridge financing facilities and assistance

in raising working capital funds

The Company also has investments in Penta Capital Holdings Inc PCHI engaged in various real

estate financial and securities transactions The Company has 13.76% ownership in PCHI

PCIC also has 29.54% ownership interest in PCHI making the Companys effective ownership in

PCHI at 25.58%

Additional Information

Distribution Method of the Products or Service

The Company as the lead operator of the SCI4 Blocks and B-i consortium

is in-charge of the sale transfer and disposition of the oil produced from the Nido

Matinloc and North Matinloc oilfields The oil produced and saved from these

areas was mainly sold to Pilipinas Shell Corporation The proceeds from the sale

of crude oil were distributed by the operator to the different consortium members

in accordance with their respective participating interests

For SC14C-1 consortium the operator GPC sold the crude oil to several foreign

firms and to Petron Corporation as well

Competitive Business Conditions and the Registrants Competitive Position in

the Industry and Methods of Competition

b.1 Petroleum Revenue 2009 crude oil production from SC14 ABB-1 Nido
Matinloc and North Matinloc were sold to Pilipinas Shell while crude oil

production from SC14 C-i Galoc were sold to Petron Corporation and

several foreign firms

b.2 Investment Income not applicable because this is only passive income
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Dependence on One or Few Major Customers and Identification of

Such

c.1 Petroleum Revenue the buyers of crude oil produced from Nido Matinloc

North Matinloc and Galoc oilfields in 2009 were Pilipinas Shell Petron

Corporation and several foreign firms

c.2 Investment Income the Companys equity share in associates earnings is

dependent on the financial performance of its investee company Penta

Capital Investment Corporation and Penta Capital Holdings Inc

Transactions with and/or Dependence on Related Parties the information

required is contained on Note 15 to the Companys 2009 Audited Financial

Statements

Patents Trademarks Licenses Franchises Concessions Royalty Agreements

or Labor Contracts including Duration -NONE

Need for Any Governmental Approval of Principal Products or Service The

Company is participant in various SCs and GSECs with the government through

the Department of Energy which provide for certain minimum work expenditure

obligations and drilling
of specified number of wells and are covered by

operating agreements which set forth the participating interests rights and

obligations of the Contractor

Effect of Existing or Probable Governmental Regulations on the Business

Existing government regulations do not adversely affect the business of the

Company

Estimate of Amount Spent for Research and Development

Activities The Company incurs expenses in the oil exploration projects wherein

the company is participant expense on the evaluation and studies on these

projects form part of deferred costs

Costs and Effects of Compliance with Environmental Laws

Compliance with the environmental laws has not and is not anticipated to

adversely affect the businesses and financial conditions of the Company The

Company did not directly incur any expenses for such activities during the last

three years Any costs of compliance with environmental laws will either be



12

charged as ordinary operating expense or capitalized as part of project

investment

Employees As December 31 2009 the Company has 29 employees The

Company does not anticipate hiring additional personnel within the ensuing twelve

12 months

Type of employee Exploration FinancMministrabon

Technical Legal/Stodcs

Executive Officers Mministrative

AVP Managers Technical/Operations

RankandFileClerical 13

Total 10 19

The present employees are not subject to Collective Bargaining Agreement For

the past three years there had not been any strike threat All regular officers

and employees are entitled to supplemental benefits as provided under the

applicable labor laws and existing Companys schedule of benefits i.e leaves

medical and other cash aid programs bonuses retirement life/hospitalization

insurances and others The Company will continue to provide for such benefits

within the ensuing twelve 12 months

Mining and Oil Companies In line with its primary business purpose the

Company remains participant in certain petroleum exploration projects The

amount of the Companys interests in these contracts and brief description of

the areas and status of works performed therein are provided in Item above

under the heading Petroleum Projects

Item Properties

The information required by Item is contained in Notes and to the Companys 2009 Audited

Financial Statements

The Company as participant in Service Contract No 14 reflects its proportionate share in the

cost of the production facilities of the Nido Matinloc North Matinloc Galoc and West Unapacan

oilflelds under the SWells platforms and other facilities account These production facilities are

located in the offshore Palawan area while the office condominium unit furnitures and other

equipments are located at 125 Pioneer Street Mandaluyong City These properties are in good
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condition The Company does not intend to make any substantial property acquisition in the next

twelve 12 months

The Companys exploration properties which are presented as deferred oil exploration and

development costs in the audited financial statements are presented below

SCIGSEC No Participating Deferred Costs

Interest in thousands

SC6A Octon 44.43000% P469149

SC41 Sulu Sea 3.39800 148388

SC53 Onshore Mindoro 22.00000 83838

Swan Block NW Palawan

Unified 32.97500 99392

SC6B Bonita 21.87500 12711

Others 10256

Total P823734

Item Legal Proceedings

There is no pending litigation or claim by or against nor any contingent liability of nor any

judgment or settlement rendered by any government agency or any other party either in favor of or

against the Company

Item Submission of Matters to Vote of Security Holders

There were no matters submitted to vote of security holders during the fourth quarter of the fiscal

year covered by this report

PART II- OPERATIONAL AND FINANCIAL INFORMATION

Item Maet for Registrants Common Equity and Related

Stockholders Matters

Market Price of and Dividends on Registranfs Common Equity and Related Stockholder

Matters

Market Information
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The Companys shares are listed and traded in the Philippine Stock Exchange The high and low

sale price of the Companys shares for each quarter during the last two years 2009 and 2008

and the first quarter of the current year 2010 expressed in Philippine Pesos are as follows

Stock Prices

___________________ High Low

2010 First Quarter P0.015 P0.013

2009 First Quarter P0.012 P0.009

Second Quarter 0.016 0.011

Third Quarter 0.018 0.012

Fourth Quarter 0.016 0.014

2008 First Quarter P0.034 P0.025

Second Quarter 0.035 0.028

Third Quarter 0.031 0.026

Fourth Quarter 0.027 0.0085

Holders

There were 9320 shareholders of record as of December 31 2009 Common shares outstanding

as of December 31 2009 totaled 191868805358 shares

The Company offered to all its shareholders the right to subscribe to one offer share for every

four common shares held as of record date of October 16 2008 In February 2008 the

Company filed its application for the listing and trading of the offer shares with Philippine Stock

Exchange PSE and the PSE approved the application on September 24 2008 On May 26

2008 the Company filed Registration Statement covering the offer shares with the SEC and it

was approved by the SEC on September 18 2008

On October 28 2008 the Company requested for the deferment of the original offer period set for

November 3-28 2008 to January 15 to February 11 2009 and the amendment of the terms of the

stock rights offering to change the minimum initial payment for subscription from 50% upon

subscription and the balance upon call not later than December 31 2009 to 25% upon

subscription 25% after sixty days from end of the offer period and the balance upon call not later

than December 31 2009 The PSE approved the same on October 29 2008 similar

application for deferment of the original offer period and amendment of the minimum initial
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subscription payment was filed with the SEC On November 2008 the SEC approved the

deferment of the offer period

On November 11 2009 the Board of Directors approved the resolution that in view of the

Companys receipt of revenues from the Galoc Project
and considering recent calamities and

prevailing economic conditions the 50% balance on subscriptions to the Companys 2009 stock

rights offering shall be called for payment no later than December 31 2010 instead of December

312009

On April 13 2009 the SEC had approved the Companys increase in authorized capital stock from

155.0 billion shares with par value of P0.01 each to 200.0 billion shares with par value of P0.01

each

Top 20 stockholders as of December 31 2009

NAME NO OF SHARES HEW TO TOTAL

PCD NOMINEE CORPORATION 140739096810 73.3517

NATIONAL BOOKSTORE INC 11065631002 5.7672

VULCAN INDUSTRIAL MINING CORP 9842830823 5.0778

ALAKOR CORPORATION 5115639206 2.6662

ALAKOR SECURITIES CORPORATION 2422303400 1.2624

DOMINGO LIM 710000000 0.3700

ALSONS CONSOLIDATED RESOURCES INC 566720000 0.2953

CONRADO CHUA 490565136 0.2556

RCBC TNt 72-230-8 385482500 0.2009

10 NICASIOALCANTARA 363200000 0.1892

11 TRAFALGAR HOLDINGS PHILS INC 360993600 0.1881

12.ALBERTAWAD 351561991 0.1832

13 RCBC TM 32-314-4 336882100 0.1755

14 ALBERTO MENDOZAIOR JEANIE MENDOZA 317910514 0.1656

15 CHRIS11NE CHUA 254097005 0.1 324

16 PHIL REMNANTS CO INC 188247468 0.0981

17 AYALA CORPORATION 188068125 0.0980

18 ANITA TV 179929796 0.0937

19 CARMENCITA REYES 176415750 0.0919

20 SALVADOR LACSON 173085000 0.0902

Dividends

NO dividends were declared during the last two years 2008 and 2009 For the first quarter of

the current year 2010 the Board of Directors approved the declaration of 2% cash dividend
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equivalent to P0.0002 per share subject to finalization of the Companys 2009 audited financial

statements

The Companys ability to declare and pay dividends is restricted by the availability of fUnds

balance of the Retained Earnings and the provision of existing loan agreements

Recent Sales of Unregistered Securities

NO unregistered securities were sold during the past three years All of the Companys issued

and outstanding shares of stock are duly registered in accordance with the provisions of the SRC
Securities Sold not applicable NO securities were sold

Underwriters and Other Purchases not applicable NO securities were sold

Consideration not applicable NO securities were sold

Exemption from Registration Claimed not applicable NO securities were sold

Item Managements Discussion and Analysis or Plan of Operation

Managements Discussion and Analysis or Plan of Operation

Audited Financial Statements for Years 2007 to 2009

Inthousandsof Pesos Asof3l Dec Asof3l Dec Asof3l Dec

2009 2008 2007

ncoine Statement

etroIeum Revenues 328780 133367 168952

Dperating income 108953 16891

4et Income 108605 15100 28056

Lsets

urrent Assets 263583 109039 78380

Non-Current Assets 1454900 1389900 1456.378

btal Assets 1718483 1498939 1534758

Liabilities

irrent Liabilities 17180 151482 132948

9on-Current Liabilities 8357 3471
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Stockholders Equity
1.701303 1339100 1.398339

Earnings Loss Per Share
P00006 P0.0002

Plan of Operation

The Company expects to be able to satisfy its working capital requirements for the next

twelve 12 months Should the Companys cash position be not sufficient to meet current

requirements the Company may consider

Issuing subscriptions call on the balance of the Subscriptions Receivable

as of December 31 2009

Collecting portion of Accounts Receivables as of December 31 2009

Selling portion of its existing investments and/or assets or

Generating cash from loans and advances

The Company continues to consider farm-in proposals from local and foreign oH

companies which have offered to undertake additional exploration/development work and

implement production enhancement measures at no cost to the Filipino companies in

exchange for equity in the projects that they will be involved in

The Company does not expect to make any significant purchase or sale of any plant and

equipment within the next twelve 12 months

The Company does not expect any signiticant change in the number of its employees in

the next twelve 12 months

Managements Discussion and Analysis

Financial highlights for the years 2009 2008 and 2007 are presented bejow

in thousands of pesos

2009 2008 2007

Petroleum Revenues 328780 133367 168952

Investment Income 9342 10237 8280

Interest Income 2628 3168 3320

Net Income 108605 15100 28056

Total Assets 1718483 1498939 1534758

Net Worth 1701303 1339100 1398339
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Issued Subscribed Capital 1918688 1534950 1534950

The top five key performance indicators of the Company are as foflows

Dec 31 2009 Dec 31 2008 Dec 31 2007

Current Ratio 15.341 0.721 0.59

Current Assets 263582981 109038805 78380417

Current Uabilities 17179577 151482198 132947856

Debtto Equity Ratio 0.011 0.121 0.101

Total Uabilities 17179577 159839150 136419392

Stockholders Equity 1701303320 1339099455 1398338975

Equity to Debt Ratio 99.031 8.381 10.25

Stockholders Equity 1701303320 1339099455 1398338975

Total Uabilities 17179577 159839150 136419392

Book Value per Share 0.00919 0.00873 0.00911

Stockholders Equity 1701303320 1339099455 1398338975

Weighted Average shares outstanding 185201734604 153382211326 153495044287

Income per Share 0.0006 0.0001 0.0002

Net Income 108605259 15100065 28055657

Weighted Average shares outstanding 185201734604 153382211326 153495044287

Current Ratio is 15.341 as of December 31 2009 0.721 as of December 31 2008 and 0.591 as

of December 31 2007 As of December 31 2009 current assets exceeded the current liabilities

by P246.4 million while for the period as of December 31 2008 and 2007 the current liabilities

exceeded its current assets by P42.4 million and P54.6 million respectively However portion of

the Investments account in the balance sheet consists of shares of stock which are listed with

the Philippine Stock Exchange and which could be sold to meet the Companys obligations as

might be called for by future circumstances These shares of stock have an aggregate market

value of P110.6 million as of December 31 2009 P51.0 million as of December 31 2008 and

P126.1 million as of December 31 2007 If these shares uld be considered part of Current

Assets the recomputed current ratio would be 21.781 as of December 31 2009 1.061 as of

December31 2008 and 1.541 as of December31 2007

The Company has wholly-owned subsidiary Phoenix Gas Oil Exploration Corporation PGO
The company acquired 100% of PGOs capital stock in May 2007 Since PGO has NO operation

disclosure on perlórmance indicators are as follows
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December31 2009

Current Ratio

Current Assets

Current Uabilities 57863

Debt to Equity Ratio 0.00631

Total Uabilities 57863

Stockholders Equity 9141264

Equity to Debt Ratio 157.981

Stockholders Equity 9141.264

Total Uabilities 57863

Book Value per Share 0.0007

Stockholders Equity 9141264

Average shares outstanding 12505000000

Income Loss per Share

Net Income Loss No operation

Average shares outstanding 12505000000

Trends events or uncertainties that have or are reasonably likely to have material

impact on the Companys short-term or long-term liquidity the inforniation required by

this item is contained in Note 21 to the Companys Audited Financial Statements

ii The Companys internal source of liquidity comes from revenues generated from

operations The Companys external sources of liquidity come from stock

subscriptions loans and advances

iii The Company is expected to contribute fts share in the exploration and development

expenditures in the SCs and GSECs However most of the funding for such

expenditures is expected to be provided by operations collection of subscriptions and

other receivables loans/financing from banks and potential farminees to these

projects

iv Trends events or uncertainties that have had or reasonably expected to have

material impact on the revenues or income from continuing operations the information

required by this item is contained in Notes 11 and 21 to the Companys 2009 Audited

Financial Statements
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There have been no material changes from period to period in one or more line items

of the Companys financial statements except those discussed below

Total assets decreased from P1.534 billion as of year-end 2007 to P1.499 billion

as of year-end 2008 From the December 31 2008 balance total assets

increased by P219.5 million to its December 31 2009 balance of P1.718 billion

Cash account decreased by P2.8 million from P3.8 million as of

December 31 2007 to P1.0 million as of December 31 2008 However

Cash increased by P101.2 million from its December 31 2008 balance to

December 31 2009 balance of P102.2 million The increase was due to

the reimbursement of expenses relative to SCI4 Nido Matinloc and

Galoc blocks and collection of share in Galoc revenues

Receivables account from its year-end 2007 balance increased by P40.1

million due to the some accruals booked as of year-end While from its

year-end 2008 balance of P104.9 million to year-end 2009 balance of

P120.8 net increase of P15.9 million was reflected due to the booking

of trade receivables during the period

Crude oil inventory as of year-end 2007 decreased by P8.1 million due to

lower level of inventory as of year-end 2008 As of December 31 2009

much higher level of crude oil inventory was booked due to the Galoc

crude in storage the year-end 2008 balance of P1.6 million increased to

P40.5 million

Other current assets increased by P1.5 million from its December 31

2007 balance of P0.125 million to December 31 2008 balance of P1.6

million It decreased by P1.4 million as of December 31 2009 due to

the amortization of prepaid expenses booked during the period

Investments in associates increased by P8.2 million from the year-end

2007 balance of P211.6 million to year-end 2008 balance of P219.9

million While the year-end 2008 balance increased by P7.3 million to

year-end 2009 balance of P227.2 million mainly due to the equity share in

affiliates earnings net of cash dividend booked in 2009
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Available-for-sale AFS investments decreased by P75.2 million from its

year-end 2007 balance of P126.1 million to year-end 2008 balance of

P51.0 million While for year-end 2008 to year-end 2009 balance net

increase of P59.6 million was reflected mainly due to the adjustment in

the valuation allowance pertaining to the listed stock investments of the

Company

Other non-current assets decreased by P0.18 million from its year-end

2007 balance of P0.93 million to year-end 2008 balance of P0.75 million

While for year-end 2008 to year-end 2009 balance of P0.27 million

decrease of P0.5 million was reflected due to the amortization of other

deferred charges during the period

Total current liabilities increased fnm P132.9 million in 2007 to P151.5 million in

2008 and it decreased by P134.3 million which brought the year-end 2009

balance to P17.2 million

Loans payable increased by total of P33.0 million from its year-end

2007 balance of P88.7 million to year-end 2008 balance of P121.7 million

mainly due to additional loans availed during the period decrease of

P121.7 million was reflected due to the full settlement of all loans during

the period from year-end 2008 balance to zero balance as of year-end

2009

Accounts payable and accrued liabilities decreased by P15.1 million from

its year-end 2007 balance of P37.1 million to year-end 2008 balance of

P22.1 million due to settlement of some accounts For year-end 2008

balance to year-end 2009 balance of P14.1 million the decrease of P8.0

million was also due to payments made during the period

Additional information is also contained in Notes 11 and 12 of the Report

of the Independent Auditors for 2009

Income tax payable increased by P0.6 million from its year-end 2007 zero

balance to year-end 2008 balance For year-end 2009 income tax

payable balance was P1.0 million

Dividends payable reflected 100% decrease from its year-end 2008

balance of P5.0 million to zero balance as of year-end 2009 The
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decrease was due to the reversal to Retained Earnings of the long

outstanding dividends declared from 1980 to 1989 which may no longer

be daimed However any future claims of dividends will still be honored

From year-end 2007 balance of P3.5 million net retirement benefits

liability increased by P3.7 million due to accrual of additional liability as of

year-end of 2008 For the year 2009 full settlement of the retirement

benefits liability amounting to P7.2 million was made As of year-end

2009 net retirement benefits asset amounting to P0.9 million was

recognized

Deferred income tax liability decreased by 100% from its year-end 2008

balance of P1.1 million to zero balance as of year-end 2009

Stockholders equity decreased by P59.2 million from its year-end 2007 balance of

P1.398 billion to year-end 2008 balance of P1.339 billion While for year-end 2008

to year-end 2009 the stockholders equity increased by P362.2 million

Subscribed capital stock decreased by 100% from its year-end 2007

balance of P5.7 million to year-end 2008 balance of P0.001 million due to

issuance of shares on fully paid subscriptions From year-end 2008

balance to year-end 2009 an increase of P373.7 million was reflected

due to the subscription to the companys 1-for-4 stock rights offeting

which was concluded last February 11 2009

Subscriptions receivable decreased by 100% from its year-end 2007

balance of P0.8 million to year-end 2008 balance of P687.00 From
year-

end 2008 balance to year-end 2009 an increase of P186.8 million was

reflected due to the 50% balance on subscriptions to the companys stock

tights offering

Net unrealized loss on dedine in value of AFS financial assets increased

by P75.2 million from its year-end 2007 balance of P87.9 million to year-

end 2008 balance of P163.0 million From year-end 2008 balance to year-

end 2009 balance of P111.4 million the unrealized loss on the decline

decreased by P51.7 million due to the recovery/adjustment in the

valuation allowance of AFS financial assets
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Deficit decreased by P15.1 million from its year-end 2007 balance of

P49.5 million to year-end 2008 deficit balance of P34.4 million the

decrease was due to the net income booked for 2008 Due to the P108.6

million net income booked for 2009 the deficit balance as of year-end

2008 was erased and brought balance of P79.2 million in Retained

Earnings as of year-end 2009

Petroleum revenues in 2009 totaled P328.8 million as compared to P133.4 million

in 2008 and P169.0 million in 2007 For the year 2009 the increase in revenues

was accounted for mainly due to the booking of the companys share in Galoc

revenues following the termination of the Extended Production Testing EPT
period Production increased by 1.385 million bbls from its 2008 level of 133806

bbls to 1518812 bbls in 2009 The average price per barrel in 2009 was

US$72.76 as compared to US$ 72.61 in 2008 and US$ 64.23 in 2007

Equity in net earnings of associates amounted to P9.3 million in 2009 P10.2

million in 2008 and P8.3 million in 2007 Interest income totaled to P2.6 million in

2009 P3.2 million in 2008 and P3.3 million in 2007 For 2007 P18.9 million gain

on sale of noncurrent asset was booked Other income totaled to P0.3 million in

2009 P5.5 million in 2008 and P0.8 million in 2007

Total costs and expenses totaled to P224.5 million in 2009 P119.3 million in

2008 and P155.1 million in 2007 Share in production depletion and depreciation

costs amounted to P175.9 million in 2009 P88.1 million in 2008 and P125.1

million in 2007 Interest and financing charges amounted to P6.7 million in 2009

P17.6 million in 2008 and P16.4 million in 2007 The decrease in interest from its

2008 expense to 2009 expense was due to the full settlement of loans made

during the year General and administrative expenses totaled to P48.6 million in

2009 P31.2 million in 2008 and P30.0 million in 2007

vi There have been no seasonal aspects that had material effect on the financial

condition or results of operations of the Company

vii There are NO events that will trigger direct or contingent financial obligation that is

material to the Company induding any default or acceleration of an obligation

viii There are NO material off-balance sheet transactions arrangements obligations

including contingent obligations and other relationships of the Company with

unconsolidated entities or other persons created during the reporting period
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Interim Periods

No interim financial statements are included in this report

Item Financial Statements

The 2009 Audited Consolidated Financial Statements of the Company is incorporated herein by

reference The schedules listed in the accompanying Index to Supplementary Schedules are filed

as part of this Form 7-A

Item Information on Independent Accountant and other Related Matters

Information on Independent Accountant The accounting firm of Sycip Gorres Velayo

Company SGV with address at 6760 Ayala Avenue Makati City was appointed as the external

auditor of the Company in the 2006 2007 and 2008 annual stockholders meeting

External Audit Fees and Services The fees of the external auditor in the past three years are

as follows

Year Audit Audit Related Fees Tax Fees Other Fees

2009 P475000 -0- -0-

2008 P440000 -0- -0-

2007 P400000 -0- -0-

For the past three years the Company has not engaged the services of SGV except for the

audit of the annual financial statements in connection with statutory and regulatory filings for years

2009 2008 and 2007 The amounts under the caption uAudit and Audit Related Fees for the

years 2009 2008 and 2007 pertain to these services The Audit Committee has an existing policy

whkh prohibits the Company from engaging the independent accountant to provide services that

may adversely impact their independence induding those expressly prohibited by SEC

regulations

Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

There have been NO changes in and disagreements with accountants on any matter of accounting

principles or practices financial statement disclosures or auditing scope or procedure
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The Company did NOT engage any new independent accountant as either principal accountant to

audit the Companys financial statements or as an independent accountant on whom the principal

accountant has expressed or is expected to express reliance in its report regarding significant

subsidiary during the two most recent fiscal years or any subsequent interim period

NO independent accountant engaged by the Company as principal accountant or an independent

accountant expressed reliance on its report regarding significant subsidiary has resigned or has

declined to stand for re-election after completion of the current audit or was dismissed

The Audit Committee reviews and recommends to the Board and stockholders the appointment of

the external auditor and the fixing of the audit fees for the Company For year 2010 SGV will be

recommended for appointment as external auditors during the stockholders meeting

PART ill CONTROL AND COMPENSATION iNFORMATiON

Item Directors and Executive Officers of the Registrant

Directors Executive Officers Promoters and Control Persons

Identify Directors and Executive Officers

Names and Ages of all Directors and Executive Officers

Name Age Cilizenship Posilion Period of service

From To

AlfredoC.Ramos 66 Filipino Chairman of the Board 1992 Present

President 1989 Present

Nicasio Alcaitara 66 Filipino Director 1991 2005

Independent Director 2005 Present

Christopher Gotanco 60 Filipino Director 2005 Present

Honorio Poblador III 62 Filipino Director 1992 2001

Independent Director 2002 Present

Presentacion Ramos 67 Filipino Director 1997 Present

Augusto Sunico 81 Filipino Director 1984 Present

Adrian Ramos 31 FIlipino Director Jan 2006 Present

Francisco Navarro 66 Filipino Director Mar2006 Present

Exec Vice Pres 2005 Present

Mamiano Padilla 39 Filipino Director Jan 2009 Present

Reynaido Nazarea 58 FilipIno Treasurer 2005 Present

VP-Achnin 1987 Present

Alessandro Sales 51 Filipino VP.Eqloration Production 2005 Present
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Aian Mas 47 Filipino Corporate Secretary 1992 Present

The Companys independent directors are Messrs.Honoho Poblador Ill and Nicaslo Alcantara

Positions and offices that each person named above held with the Company

Mr Aliredo Ramos has been the President and Chairman of the Board of the Company since

December 1992

Mr Christopher Gotanco was elected director in 2005

Ms Presentacion Ramos has been director since 1997

Atty Augusto Sunico has been Director since October 1989 He retired as EVP Treasurer

on April 30 2005

Mr Nicaslo Alcantara has been director of the Company since 1991 and was elected

independent director in 2005 Mr Alcantara has served as director andlor officer in the following

companies Conal Corporation Alsons Insurance Brokers Corporation Sarangani Agricultural Co
Inc Alsons Aquaculture Corporation Aquasur Resources Corporation Finfish Hatcheries Inc

Buayan Cattle Co Inc Alsons Development Investment Corporation Alsons Land Corporation

Lima Land Inc Alcantara Sons Inc and Refractories Corp of the Philipines Mr Alcantara

has possessed all the qualifications and none of the disqualificahons as an independent director

since his election as such in 2005

Mr Honorio Poblador Ill has been director of the Company since 1992 and was elected

independent director in 2002 Mr Poblador has served as director and/or officer in the following

companies Phil Overseas Telecommunications Corp Alsons Consolidated Resources Inc

Elnor Investment Co Inc and Philcomsat Mr Poblador has possessed all the qualifications and

none of the disqualiflcations as an independent director since his election as such in 2002

Mr Adrian Ramos was elected director on January 18 2006 to replace Mr Gerard Brimo

who resigned as director

Mr Francisco Navarro was elected director on March 22 2006 to replace Mr Maximo

Licauco Ill who resigned as director He is the companys Executive Vice President since May

2005 and has headed the companys exploration division since 1986



Mr Marciano Padilla was elected director on January 21 2009 to replace Dr Walter Brown

who resigned as director

Mr Reynaldo Nazarea became the companys Treasurer on May 2005 He has been the

companys Vice President for Finance and Administration since 1987

Mr Alessandro Sales became the Vice President for Exploration in May 2005 and

subsequently Vice President for Exploration and Production in March 2008

Ally Adrian Arias has been the companys Corporate Secretary since 1992

Term of Office as Director and Period of Service

The Directors of the Company are elected at the annual stockholders meeting to hold office until

the next succeeding annual meeting and until their respective successors have been elected and

qualified Officers are appointed or elected annually by the Board of Directors during its

organizational meeting following the Annual Meeting of Stockholders each to hold office until the

corresponding meeting of the Board of Directors in the next year or until successor shall have

been elected appointed or shall have qualified in accordance with the Companys By Laws

Business experience of directors/officers during the past five years

Mr Alfredo Ramos is the Chairman of the Board and President/Chief Executive Officer of the

Company For the past five years he has served as director an/or executive officer and

maintained business interests in companies involved in printing publication sale and distribution

of books magazines and other printed media transportation financial services infrastructure oil

and gas exploration mining property development shopping center department store gaming

and retail among others In addition to the reporting companies listed in Item where

Mr Ramos serves as director he is also affiliated as director and/or officer of the following

companies

Anglo Philippine Holdings Corp Alakor Corporation

Alakor Securities Corporation National Book Store Inc

Philippine Seven Corporation MRT Holdings Inc

MRT Development Corporation Crossings Department Store Corp

Shangri-La Plaza Corporation Shang Properties Inc
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United Paragon Mining Corp Vulcan Industrial Mining Corp

Mr Nicaslo Alcantara is an Independent Director of the Company For the past fIve years he

has served as director and/or executive officers and maintained business interests in companies

involved in cement financial services agriculture and diversified holdings among others In

addition to the reporting companies listed in Item where Mr Alcantara serves as

director he is also affiliated as director and/or officer of the following companies

Sarangani Agricultural Co Inc

Alsons Land Corporation

Alcantara Sons Inc

Alsons Corporation

BDO Private Bank Inc

Alsons Development Investment Inc

Lima Land Inc

Refractories Corp of the Phils

Seafront Petroleum

Mr Christopher Gotanco is Director of the company For the past five years he has

served as director and/or executive officer in companies involved in transportation property

development mining oil and gas exploration and retail among others In addition to the reporting

companies listed in Item where Mr Gotanco serves as director he is also affiliated

as director and/or officer of the following companies

MRT Holdings Inc

Boulevard Holdings

Penta Capital Investment Corp

Vulcan Industrial Mining Corp

North Triangle Depot Commercial

Corporation

MRT Development Corporation

Atlas Consolidated Mining Devt Corp

Penta Capital Finance Corporation

Carmen Copper Corporation

Mr Honorlo Poblador III is an Independent Director of the Company For the past five years

he has served as director and/or executive officer and maintained business interests in

companies involved in property development and diversified holdings among others In addition to

the reporting companies listed in Item where Mr Poblador serves as director he is

also affiliated as director and/or officer of the following companies

Elnor Investment Co Inc

Asmaco Inc

Asuncion Agro-Realty Corp

Myriad Resources Corp

Ms Presentacion Ramos is Director of the Company For the past five years she has

served as director and/or executive officer and maintained business interests in companies

involved in the printing publication sale and distribution of books magazines and other printed
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media department store stock brokerage oil and gas exploration and mining among others In

addition to the reporting companies listed in Item where Ms Ramos serves as

director she is also affiliated as director and/or officer of the following companies

National Book Store Inc Alakor Corporation

Crossings Department Store Corp Abacus Book Card Corporation

Zenith Holdings Corporation

Mr Adrian Ramos is Director of the company He has served as director and/or executive

officer in companies engaged in the printing publication sale and distribution of books magazines

and other printed media investment holdings mining financial services securities and water

infrastructure In addition to the reporting companies listed in Item where Mr Ramos

serves as director he is also affiliated as director and/or officer of the following companies

Alakor Corporation Alakor Securities Corporation

Music One Corporation Zenith Holdings Corporation

Aquaflas Incorporated Peakpres Corporation

Anglo Philippine Holdings Corp United Paragon Mining Corp

Atlas Consolidated Mining Devt Corp Carmen Copper Corporation

Vulcan Industrial Mining Corp

Atty Augusto Sunico is Director of the company For the past five years he has served as

director and/or executive officer and maintained business interests in university and

companies involved in oil and gas exploration mining stock brokerage property development

financial services and shopping center among others In addition to the reporting companies listed

in Item where Ally Sunico serves as director he is also affiliated as director and/or

officer of the following companies

Sunico Malabanan Law Offices Shangri-La Plaza Corporation

Valle Verde Country Club Inc Shang Properties Inc

Penta Capital Investment Corp Marian Security Agency

Penta Capital Finance Corporation United Paragon Mining Corporation

Vulcan Industrial Mining Corp Alakor Securities Corporation

Anglo Philippine Holdings Corp Manuel Quezon University

Mr Marciano Padilla is Director of the company He has served as director and/or

executive officer in companies engaged in the agriculture mining restaurant business and security

services In addition to the reporting companies listed in Item 9a where Mr Padilla serves

as director he is also affiliated as director and/or officer of the following companies
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Angeles Feeds Inc Angeles General Haulers Inc

Angeles Harvest Inc Padis Point Restaurant Group

Safeguard Security Group Atlas Consolidated Mining Devt Corp

Mr Francisco Navarro is Director and the Companys Executive Vice President For the past

five years he has headed the exploration and development groups of various companies

involved in oil and gas exploration and mining In addition to the reporting companies listed in Item

where Mr Navarro serves as director he is also affiliated as director and/or officer

of the following companies

Anglo Philippine Holdings Corporation

Vulcan Industrial Mining Corp

Quad Alpha Condominium Corporation

Alexandra Condominium Corporation

Mr Reynaldo Nazarea is the companys Treasurer and Vice President for Administration For

the past five years he has served as director of the following companies involved in financial

services

Penta Capital Investment Corporation Penta Capital Holdings Inc

Penta Capital Finance Corporation

Mr Alessandro Sales is the companys Vice President for Exploration He has formulated and

implemented the companys oil exploration and development programs for the past five years

Ally Adrian Arias is the companys Corporate Secretary He has been in active corporate law

practice for more than ten 15 years

Directors with directorships held in reporting companies

Aifredo Ramos Abacus Book Card Corporation

ftJakor Corporation

Pjakor Secunties Corporation

Anglo Philippine Holdings Corp

Adas Consolidated Mining Devt Corp

Crossings Department Store Corp

MRT Development Corporation
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MRT Holdings Inc

National Book Store Inc

North Triangle Depot Commercial Corp

Philippine Seven Corporation

Shang Properties Inc

Shangri-la Plaza Corporation

United Paragon Mining Corporation

Vulcan Industrial Mining Corp

IJakor Securities Corporation

Anglo Philippine Holdings Corporation

Shangn-la Plaza Corporation

Shang Properties Inc

Manuel Quezon University

Penta Capital Investment Corporation

Penta Capital Finance Corporation

United Paragon Mining Corporation

Vulcan Industrial Mining Corporation

/sJakor Securities Corporation

AJakor Corporation

Abacus Book Card Corporation

Anglo Philippine Holdings Corporation

Crossing Deartment Store Inc

National Book Store Inc

Vulcan Industrial Mining Corporation

AugustoB Sunico

Presentacion Ramos

Christopher Gotanco Anglo Philippine Holdings Corporation

Atlas Consolidated Mining Devt Corp

Boulevard Holdings Inc

Carmen Copper Corporation

MRT Holdings Inc

MRT Development Corporation

North Triangle Depot Commercial Corp

Penta Capital Investment Corporation

Penta Capital Finance Corporation

Vulcan Industrial Mining Corporation

Francisco Navarro Anglo Philippine Holdings Corporation

Vulcan Industrial Mining Corporation

Mrian Ramos Alakor Securities Corporation

Alakor Corporation

Anglo Philippine Holdings Corporation

Atlas Consolidated Mining DevL Corp

Carmen Copper Corporation

Music One Corporation

Peakpres Corporation

United Paragon Mining Corporation

Vulcan Industrial Mining Corporation

Zenith Holdings Corporation
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Nicaslo Jcantara Pisons Land Corporation

Alsons Corporation

AJsons Development Investment Inc

BDO Private Bank Inc

Uma Land Inc

Refractodes Corporation of the Phils

Sarangani Agricultural Co Inc

Seafront Petroleum

Honono Poblador Ill Asuncion Agro-Realty Corp

Asmaco Inc

Myriad Resources Corp

Elnor Investment Co Inc

Marciano Padilla Atlas Consolidated Mning Devt Corp

Angeles Feeds Inc

Angeles General Haulers Inc

Angeles Havest Inc

Padis Point Restaurant Group

Safeguard Security Group

SIgnificant Employees

Other than its executive officers the Company has not engaged the services of any

person who is expected to make significant contribution to the business of the Company

Family Relationships

Mr Alfredo Ramos Chairman of the Board and President is the husband of Ms

Presentacion Ramos Director and brother-in-law of Atty Augusta Sunico Director

Mr Adrian Ramos Director and Mr Marciano Padilla Director are the son and son-

in-law respectively of Mr Aifredo Ramos and Ms Presentacion Ramos

Involvement in Certain Legal Proceedings

The Company is not aware of any bankruptcy petition filed by or against any business

of which director person nominated to become director executive officers promoter

or control person of the Company was general partner or executive officer either at the

time of the bankruptcy or within two years prior that time any conviction by final

judgment in criminal proceeding domestic or foreign or being subject to pending

criminal proceeding domestic or foreign excluding traffic violations and other minor

offenses of any director person nominated to become director executive officer

promoter or control person any order judgment or decree not subsequently

reversed suspended or vacated of any court of competent jurisdiction domestic or
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foreign permanently or temporarily or being subject to pending criminal proceeding

domestic or foreign excluding traffic violations and other minor offenses of any director

executive officer promoter or control person and judgment against director person

nominated to become director executive officer promoter or control person of the

Company found by domestic or foreign court of competent jurisdiction in civil action

the Philippine
Securities and Exchange Commission or comparable foreign body or

domestic or foreign exchange or electronic marketplace or self-regulatory organization to

have violated securities or commodities law and the judgment has not been reversed

suspended or vacated

Item 10 Executive Compensation

Summary Compensation Table

Information as to aggregate compensation paid or accrued dwing the last two years and to be paid

in the ensuing year to the Companys Chief Executive Officer and four other most highly

compensated officers follows

Name Position Year Salaiy Bonus Other AnnuCon
Aifredo Ramos ChrmaWmsident

Fraiclsco Navano Exec Vice President

Reynaldo Nazarea Treasurer VP-Admin

Messaidro Sales VP-Exploration Production

lsabela Matela AVP-Finance

2008 6763064 -0- -0-

2009 7472674 -0- -0-

2010 8369395

est

fiJi Officers aid directors as

group unnamed

2008 9263932 -0- -0-

2009 10433103 -0- -0-

2010 11522676

est

Compensation of Directors

Standard Arrangement

For the most recently completed year and the ensuing year directors received and will receive

per diem of P5000.00 per month to defray their expenses in attending board meetings There are
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no other arrangements for compensation of directors as such during the last year and for the

ensuing year

Other Arrangements

There are no other arrangements for compensation of directors as such during the last year and

ensuing year

Employment Contracts and Termination of Employment and Change-in-Control

The Company maintains standard employment contracts with Messrs Alfredo Ramos

Francisco Navarro Reynaldo Nazarea and Alessandro Sales all of which provide for their

respective compensation and benefits including entitlement to health benefits representation

expenses and company car plan Other than what is provided under applicable labor laws and

existing retirement plan there are no compensatory plans or arrangements with executive officers

entitling them to receive more than P2500000.00 as result of their resignation retirement or any

other termination of employment or from change in control of the Company There are no warrants

or options outstanding in favor of directors and officers of the Company

Item 11 Security Ownership of Certain Beneficial Owners and Management

Security Ownership of Certain Record and Beneficial Owners

As of December 31 2009 the Company is not aware of anyone who beneficially owns more than

5% of the Companys common stock except as set forth in the table below

litle Name and address Percont

of of record/owner Number of of

Qi relationshlo with issuer Cilizensfii shares held new caidass

common PCD Nominee Corporation Filipino 140739096810 of record 73.3517%

G/F MelaU Stock Exchange

6767 Ayala Avenue

Makatl City

Stockholder

Common Nalionel Bookstore Inc Filipino 11065631002 of record 5.7672%

41F Quad Alpha Centrum

125 PIoneer Street

Mandaluyong City

Stockholder
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Common Vulcan Industrial Filipino 9742830823 of record 5.0778%

Mnlng Corporation

71t Floor Quad Alpha Centrum

125 PIoneer Street

Mandaluyong City

Stockholder

The shares registaredin The name of PCD Nominee Ccvpctetiai CPCNC2 ate beneficially oi.ied by its participants The Company

is not aware of anyone wlo beneficially ov.ns mote than 5% of the Companys coninon stock

The respective proxies of these coporete she ehaldeis are appointed by their respective Boad of Directors and The Company

becomes aware of the kienhity of such proxies only when the conesponding proxy appointments are received by the Company

Based on previous practice Mi Affredo Ramos had been appointed proxy for National Book Store Inc and Vulcan Industrial

Mining Corp.

Security Ownership of Management

The Companys directors Chief Executive Officer CEO and four most highly

compensated executive officers own the following number of voting shares as of December 31

2009

Title of Class Naiie of Beneficial Owner Amount of Citizenship Percent of Class

Ownership

Common Aifredo Ramos DKEO P58377 Filipino 0.003%

Common Augusto Sunico 94504 FilIpino 0.004

Common Nicaslo Alcantara 3632000 Filipino 0.180

Common Honodo Poblador Ill 299900 Filipino 0.015

Common PresentacionS.RamosD 2171250 Filipino 0.113

Common Christopher Gotanco 343985 Filipino 0.017

Common Mien Ramos 795731 Filipino 0.042

Common Francisco Navaro O/D 344706 Filipino 0.017

Common Reynaldo Nazarea 1106562 Filipino 0.057

Common Alessandro Sales 125000 Filipino 0.006

Common Adrian Mas 652 Filipino 0.000

Common lsetita Matela 6486 Filipino 0.000

As of December 31 2009 the aggregate number of shares owned by the Companys directors Chief Executive Officer and four

most highly compensated executive officers as group is 887835384 shares or apprndmately 0.463% of the Companys

outstanding capital stock

Voting Trust Holders of 5% or More

To the extent known to the Company there is NO PERSON holding more than 5% of any dass of

the Companys securities under voting trust or similar agreement

Changes in Control
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To the extent known to the Company there are no arrangements which may result in change in

control of the Company

Item 12 Certain Relationships and Related Transactions

Related Party Transactions There had been NO transaction during the last two years to which

the Company was or is to be party in which any director or executive officer of the Company or

nominee for election as director or owner of more than 10% of the Companys voting stock or

voting trust holder of 10% or more of the Companys shares or any member of the immediate

family including spouse parents siblings and in-laws of any of these persons had or is to have

direct or indirect material interest

In the ordinary and regular course of business the Company had transactions with related parties

i.e companies with shareholders common with the Company during the last two years

consisting principally of advances TO related parties and loans/advances FROM related parties

The identities of these related parties including the amounts and details of the transactions are

disclosed in Note 15 to the Companys 2009 Audited Financial Statements copy of which is

included in this Annual Report

Business purpose of the arrangement The business purpose of related party transaction

is to address immediate working capital requirements of related parties in case of

advances TO related parties or of the Company in case of loans/advances FROM

related parties

Identification of the related parties transaction business with the registrant and nature of

the relationship See Note 15 of the Companys 2009 Audited Financial Statements

How transaction prices were determined by parties All transactions with related parties

are based on prevailing market/commercial rates at the time of the transaction

If disclosures represent that transactions have been evaluated for fairness description

of how the evaluation was made There are NO disclosures representing that the

transactions with related parties have been evaluated for fairness inasmuch as the bases

of all transactions with related parties were the prevailing market/commercial rates at the

time of the transaction or valuation study conducted by third party consultant over

which neither the Company nor the related parties have control or influence whatsoever

Any on-going contractual or other commitments as result of the arrangement NONE
other than the repayment of money lent or advanced
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There were NO transactions with parties that fall outside the definition of uaJ parties

under SFASI1AS No 24 Neither were there any transactions with persons with whom the

Company or its related parties have relationship that enabled the parties to negotiate

terms of material transaction that may not be available from other more dearly

independent parties on an arms length basis

PART IV CORPORATE GOVERNANCE

The Company uses the evaluation system established by the SEC in its Memorandum

Circular No series of 2003 including the accompanying Corporate Governance Self

Rating Form CG-SRF to measure or determine the level of compliance of the Board of

Directors and top-level management with the Companys Corporate Governance Manual

The Company undertakes self-evaluation process every semester and any deviation

from the Companys corporate Governance Manual is reported to the Management and

the Board together with the proposed measures to achieve compliance

Except as indicated below the Company is currently in full compliance with the leading

practices on good corporate governance embodied in the CG-SRF

The Company has prepared draft Code of Conduct for the Board CEO and

staff which is still undergoing changes to cope with the dynamics of the business

In the meantime however the Company has existing policies and procedures that

can identify and resolve potential conflicts of interest

Employees and officers undergo professional development programs subject to

meeting the criteria set by the Company Succession plan for senior management

is determined by the Board as need arises

The Company shall adopt such improvement measures on its corporate governance as

the exigencies of its business will require from time to time

PART EXHIBITS AND SCHEDULES

Item 13 Exhibits and Reports on SEC Form 17-C

Exhibits See accompanying Index to Exhibits page .....J

Reports on SEC Form 17-C See attached



38

By
ALFREOO RAMOS

Principal Executive Officer

Principal Operating Officer

Principal Financial Officer

Comptroller
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FRANCISCO NAVARRO
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EXPIRES DEC 31 2011
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TU1.NEY NO 25103
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Manila
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Mandaluyong

Mandaluyong
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SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the Corporation Code

this report is signed on behalf of the issuer by the undersigned thereunto duly authorized in the

City of Mandaluyong on April 2010

FRANCISCO NAVARRO

Executive Vice President

ADRIAN ARIAS

Corporate Secretary

quAt/
ISABELITA MATELA

Principal Accounting Officer

APR28 2O1
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THE PHILODRILL CORPORATION
QUAD ALPHA CENTRUM 125 PIONEER ST MANDALUYONG CflY PHILIPPINES

TEL NOS 631 1801 TO 05 631 8151/52 FAX 632 631-8080 632 631-5310

STATEMENT OF MANAGEMENTS RESPONSiBILiTY
FOR FINANCIAL STATEMENTS

The management of The Philodrill Corporation is responsible for all information and

representations contained in the consolidated financial statements for the years ended

December 31 2009 2008 and 2007 These financial statements have been prepared

in conformity with generally accepted accounting principles in the Philippines and reflect

amounts that are based on the best estimates and informed judgment of management
with an appropriate consideration to materiality

In this regard management maintains system of accounting and reporting which

provides for the necessary internal controls to ensure that transactions are properly

authorized and recorded assets are safeguarded against unauthorized use or

disposition and liabilities are recognized The management likewise discloses to the

companys audit committee and to its external auditor all significant deficiencies in

the design or operation of internal controls that could adversely affect its ability to

record process and report financial data ii material weaknesses in the internal

controls and iii any fraud that involves management or other employees who exercise

significant roles in internal controls

The Board of Directors reviews the consolidated financial statements before such

statements are approved and submitted to the stockholders of the company

Sycip Gorres Velayo Co the independent auditors and appointed by the

stockholders has examined the consolidated financial statements of the company in

accordance with generally accepted auditing standards in the Philippines and has

expressed its opinion on the fairness of presentation upon completion of such

examination in its report to the Board of Directors and stockholders

Signed under oath by the following

Alfre Ramos
Chairman of the Board Chief Executive Officer

Chief Financial Officer
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Ji it iiiERNSTYOUNG 1226 MakatiCy

Phone 632 891 0307

Fax 632 819 0872

www.sgv.com.ph

BOA/PRC Reg No 0001

SEC Accreditabon No 001 2-FR-2

INDEPENDENT AUDITORS REPORT

The Stockholders and the Board of Directors

The Philodrill Corporation

8th Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City

We have audited the accompanying parent company financial statements of The Philodrill

Corporation which comprise the parent company balance sheets as at December 31 2009 and 2008
and the related parent company statements of comprehensive income parent company statements of

changes in equity and parent company statements of cash flows for the years then ended and

summaiy of significant accounting policies and other explanatory notes

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair
presentation of these financial statements in

accordance with Philippine Financial Reporting Standards This responsibility includes designing

implementing and maintaining internal control relevant to the preparation and fair presentation of

financial statements that are free from material misstatements whether due to fraud or error selecting

and applying appropriate accounting policies and making accounting estimates that are reasonable in

the circumstances

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits We
conducted our audits in accordance with Philippine Standards on Auditing Those standards require

that we comply with ethical requirements and plan and perform the audit to obtain reasonable

assurance whether the financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures

in the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or

error In making those risk assessments the auditor considers internal control relevant to the entitys

preparation and fair presentation Tefi a.staXeents in order to design audit procedures that are

appropriate in the circumstances ufforfqr the urposThpressing ap opinion on the effectiveness

of the entitys internal control
Ah

audit alsoiiicludt va ingthiapprpjiiateness of accounting

policies used and the reasonableqess of
acconttngŁsnnaIes ma by management as well as

evaluating the overall
presentatn

of the finaiialsta3enents

We believe that the audit evidece we havepbtutied issufficient.and appropriateto provide basis for

ouraudit opinion

i2APR2Og
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In our opinion the financial statements present fairly in all material respects the financial position of

The Philodrill Corporation as of December31 2009 and 2008 and its financial performance and its

cash flows for the years then ended in accordance with Philippine Financial Reporting Standards

Without qualiiing our opinion we draw attention to Note to the parent company financial

statements which indicates that the parent companys ability to realize its deferred oil exploration

costs depends on the success of its exploration and future development work in proving the viability of

its oil properties to produce oil in commercial quantities which cannot be determined at this time

SYCIP GORRES VELAYO Co

Alvin Pinprn

Partner

CPA Certificate No.0094303

SEC Accreditation No 0781-A

Tax Identification No 198-819-157

PTR No 2087563 January 2010 Makati City

March 24 2010
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LIABILiTIES AND EQUITY
Current Liabilities

Accounts payable and accrued liabilities Notes and 12
Subscriptions payable

Income tax payable

Loans payable Note 11
Dividends payable Note 13
Total Current Liabilities

Noncurrent Liabilities

Retirement benefits liability Note 17
Deferred tax liability Note 18
Total Noncurrent Liabilities

Total Liabilities

Equity

Capital stock P0.01 par value held by 9320 equity holders in

2009 and 9393 equity holders in

Authorized 200.0 billion shares in

shares in 2008

Issued

Subscribed

Subscriptions receivable

Paid-in capital from sale of treasury shares Note l3
Net unrealized loss on decline in value of

financial assets Note
Retained

THE PHILODRILL CORPORATION
PARENT COMPANY BALANCE SHEETS

December

2009 2008

ASSETS
Current Assets

Cash and cash equivalents Note P102188831 P980828

Receivables net Notes and 120766785 104865713

Crude oil inventoly Note 40451055 1596162
Other current assets 176310 1596102

Total Current Assets 263582981 109038805

Noncurrent Assets

Property and equipment net Notes and 292205238 297098016
Investments in associates and subsidiary net Note 212536199 212536199
Available-for-sale financial assets Note 110591628 50972242
Deferred oil exploration costs net Notes and 10 814535365 812019735
Retirement benefits asset Note 17 906325
Other noncurrent assets 266689 756732

Total Noncurrent Assets 1431041444 1373382924
TOTAL ASSETS P1694624425 P1482421729

P14106297 P22073923

2068842 2069233

1004438 578586

121724515

5035941

17179577 151482198

7217836

1139116

8356952

17179577 159839150

1534949112

1331

687
1624012



THE PHILODRIIJL CORPORATION
PARENT COMPANY STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December31

2009 2008

PETROLEUM REVENUE Notes and 10 P328779723 P133367423

COSTS AND EXPENSES
Share in costs and operating expenses Notes 10 and 15 163008806 85056688
General and administrative expenses Note 16 48618053 31205142

Depletion depreciation and amortization Notes and 12847502 3073145

224474361 119334975

OTHER iNCOME CHARGES
Interest and financing charges Notes 11 and 14 6696908 17599698
Interest income Notes and 14 2628261 3168115
Dividend income 2006390 2007800
Foreign exchange gains losses net Note 906932 1600498
Others 275357 5444837

2693832 5378448

INCOME BEFORE INCOME TAX 101611530 8654000

PROVISION FOR BENEFiT FROM INCOME TAX
Note 18

Current 1486983 651681
Deferred 1139116 1139116

347867 1790797

NET INCOME 101263663 6863203

OTHER COMPREHENSIVE INCOME LOSS
Changes in fair value of available-for-sale financial assets

Note 51654653 75156968

TOTAL COMPREHENSIVE INCOME LOSS P152918316 P68293765

See accompanying Notes to PareltFppvJanyFtnww
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Phone 632891 0307

Fax 632 819 0872

www.sgv.com.ph

BOAIPRC Reg No 0001

SECAccreditation No 0012-FR-2

iNDEPENDENT AUDITORS REPORT

The Stockholders and the Board of Directors

The Philodrill Corporation

8th Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City

We have audited the accompanying consolidated financial statements of The Philodrill Corporation

and Subsidiary which comprise the consolidated balance sheets as at December 31 2009 and 2008
and the related consolidated statements of comprehensive income consolidated statements of changes
in equity and consolidated statements of cash flows for each of the three years in the period ended

December 31 2009 and summary of significant accounting policies and other explanatory notes

We did not audit the 2009 and 2008 financial statements of PentaCapital Investment Corporation

PentaCapital 40.00%-owned associate and PentaCapital Holdings Inc Penta Holdings
25.58%-owned associate The consolidated financial statements reflect the investments in

PentaCapital and Penta Holdings under the equity method which investments represent 13% and 15%
of consolidated total assets as of December 31 2009 and 2008 respectively The Companys equity

in the net earnings of these associates comprise 9% 68% and 30% of the consolidated net income for

the years ended December 31 2009 2008 and 2007 respectively The financial statements of

PentaCapital and Penta Holdings were audited by other auditors whose reports thereon have been

furnished to us and our opinion on the consolidated financial statements insofar as it relates to the

amounts included for Penta Holdings is based solely on their reports The report of the other auditors

on PentaCapital was qualified as discussed in the sixth paragraph

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with the Philippine Financial Reporting Standards This responsibility includes

designing implementing and maintaining internal control relevant to the preparation and fair

presentation of financial statements that are free from material misstatements whether due to fraud or

error selecting and applying appropriate accounting policies and making accounting estimates that

are reasonable in the circumstances

Auditors Responsibility

Our
responsibility is to express an opinion on these financial statements based on our audits We

conducted our audits in accordance with Philippine Standards on Auditing Those standards require

that we comply with ethical requirements and plan and perform the audit to obtain reasonable

assurance whether the financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures

in the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or

error In making those risk assessments the auditor considers internal control relevant to the entitys

IIIAIHHhIIrnui
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preparation and fair presentation of the financial statements in order to design audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness

of the entitys internal control An audit also includes evaluating the appropriateness of accounting

policies used and the reasonableness of accounting estimates made by management as well as

evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained and the reports of the other auditors are sufficient

and appropriate to provide basis for our audit opinion

Opinion

The report of the other auditors on PentaCapital was qualified because in 2009 PentaCapital did not

consider the minimum retirement liability as required under Republic Act R.A No 7641 Retirement

Pay Law in recognizing its pension liability and the related pension expense pension benefits in

accordance with Philippine Accounting Standard PAS 19 Employee Benefits PentaCapital

accounted for its pension benefits based on the periodic contributions required under its defined

contribution plan which provides only for retirement benefits to qualified employees reaching the age

of 65 years However under R.A No 7641 an employee upon reaching the age of 60 years or more

but not beyond 65 who has served PentaCapital for at least years shall already be entitled to

retirement pay The effects to the consolidated financial statements of not adjusting PentaCapitals

pension liability and pension expense to consider the minimumretirement liability prescribed under

R.A 7641 as required by PAS 19 have not been determined

In our report dated April 22 2009 our opinion on the 2008 consolidated financial statements was

qualified in part because the report of the other auditor on PentaCapitals December 31 2008

consolidated financial statements was qualified because of an overstatement in the previously reported

net income in 2008 for P2.95 million and the nonrecognition in profit or loss in 2007 of the necessary

tax expense amounting to P4.85 millionto reflect the downward adjustment on its deferred tax assets

as of December 31 2007 In 2009 PentaCapital restated its December 31 2008 consolidated financial

statements to recognize unrealized losses on the fair value decline of the reclassified equity securities

amounting to P2.95 million as part
of profit or loss in 2008 and the income tax expense amounting to

P4.85 millionthat should have been charged to profit or loss in 2007 As mentioned in Note to the

consolidated financial statements the effects of the restatement on the consolidated financial

statements were taken up in the 2009 consolidated profit or loss Accordingly our opinion on the

2008 consolidated financial statements as presented herein is no longer qualified with respect to these

matters

In our opinion based on our audits and the reports of the other auditors except for the effects on the

consolidated financial statements of such adjustments if any as might have been disclosed had the

other auditors been able to satisf themselves with respect to the matters discussed in the sixth

paragraph the financial statements referred to above present fairly in all material respects the

financial position of The Philodrill Corporation and Subsidiary as of December 31 2009 and 2008
and their financial performance and their cash flows for each of the three years in the period ended

December 31 2009 in accordance with
Philippine Financial Reporting Standards

IUIHIHUflA
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Without qualifying our opinion we draw attention to Note to the consolidated financial statements

which indicates that the Companys and its subsidiarys ability to realize their deferred oil exploration

costs depends on the success of their exploration and future development work in proving the viability

of their oil properties to produce oil in commercial quantities which cannot be determined at this time

SYCIP GORRES VELAYO Co

Parther

CPA Certificate No 94303

SEC Accreditation No 0781-A

Tax Identification No 198-819-157

PTR No 2087563 January 2010 Makati City

March 24 2010
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THE PHILODRILL CORPORATION AND SUB SIIMARY

CONSOLIDATED BALANCE SHEETS

December 31

2009 2008

ASSETS

Current Assets

Cash and cash equivalents Note P102188831 P980828

Receivables net Notes and 120766785 104865713

Crude oil inventory Note 40451055 1596162
Other current assets 176310 1596102

Total Current Assets 263582981 109038805

Noncurrent Assets

Property and equipment net Notes and 292205238 297098016
Investments in associates Note 227195544 219853948
Available-for-sale financial assets Note 110591628 50972242
Deferred oil exploration costs net Notes and 10 823734492 821218862

Retirement benefits asset Note 18 906325

Other noncurrent assets 266689 756732

Total Noncurrent Assets 1454899916 1389899800

TOTAL ASSETS P1718482897 P1498938605

LIABILITIES AND EQUITY

Current Liabilities

Accounts payable and accrued liabilities Notes and 12 P14106297 P22073923

Subscriptions payable 2068842 2069233
Income tax payable 1004438 578586

Loans payable Note 11 121724515

Dividends payable Note 13 5035941

Total Current Liabilities 17179577 151482198

Noncurrent Liabilities

Retirement benefits liability Note 18 7217836
Deferred tax liability Note 19 11391 16

Total Noncurrent Liabilities 8356952

Total Liabilities 17179577 159839150

Equity

Capital stock P0.01 par value held by 9320 equity holders in

2009 and 9393 equity holders in 2008 Note 13
Authorized 200.0 billion shares in 2009 and 155.0 billion

shares in 2008

Issued 1545002756 1534949112
Subscribed 373685298 1331

Subscriptions receivable 186830286 687
Paid-in capital from sale of treasury shares Note 13 1624012 1624012

Net unrealized loss on decline in value of

available-for-sale financial assets Note 111378253 163032906
Retained earnings deficit 79199793 3444 1407

Total Equity 1701303320 1339099455

TOTAL LIABILITIES AND EQUITY P1718482897 P1498938605

See accompanying Notes to Consolidated Financial Statements
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THE PHILODRILL CORPORATION AND SUBSIIMARY

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2008 20072009

PETROLEUM REVENUE Notes and 10 P328779723 P133367423 P168952006

COSTS AND EXPENSES
Share in costs and operating expenses

Notes 10 and 16 163008806 85056688 121415322

General and administrative expenses Note 17 48618053 31205142 29960604

Depletion depreciation and amortization

Notes and 12847502 3073145 3721398

224474361 119334975 155097324

OTHER INCOME CHARGES
Equity in net earnings of associates Note 9341596 10236862 8280014
Interest and financing charges Notes 11 and 15 6696908 17599698 16360901
Interest income Notes and 15 2628261 3168115 3320565

Foreign exchange gains losses net Note 906932 1600498 452092

Gain on sale of

Available-for-sale financial assets Note 2410 984752

Property and equipment 18862704

Provision for impairment losses Notes and 658746
Others 279337 5452637 764866

4647764 2858414 15645346

INCOME BEFORE INCOME TAX 108953126 16890862 29500028

PROVISION FOR BENEFIT FROM INCOME
TAX Note 19

Current 1486983 651681 1444371
Deferred 1139116 1139116

347867 1790797 1444371

NET INCOME 108605259 15100065 28055657

OTHER COMPREHENSIVE INCOME LOSS
Changes in fair value of available-for-sale

financial assets Note 51654653 75156968 5068676

TOTAL COMPREHENSIVE INCOME LOSS P160259912 P60056903 P2298698

EARNINGS PER SHARE Note 14
Basic P0.0006 P0.0001 P0.0002

Diluted P0.0006 P0.0001 P0.0002

See accompanying Notes to Consolidated Financial Statements
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THE PHILODRILL CORPORATION AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 3120092008 AND 2007

Paid-in Net Unrealized

Capital from Loss on Decline

Sale of in Value of

Capital Stock Note 13 Treasury

Shares

Available-for-sale

Financial Assets

Retained

EarningsSubscriptions

Issued Subscribed Receivable Note 13 Note Deficit Total

BALANCES AT DECEMBER31 2006 P1527632861 P7311155 P1157679 P1624012 P82807262 P77597129 P1375005958

Issuance of capital stock 1554431 1548004 6427

Collection of subscriptions receivable 339609 339609

Subtotal 1529187292 5763151 818070 1624012 82807262 77597129 1375351994

Total comprehensive income for the year 5068676 28055657 22986981

BALANCES AT DECEMBER 31 2007 1529187292 5763151 818070 1624012 87875938 49541472 1398338975

Issuance of capital stock 5761820 5761820

Collection of subscriptions receivable 817383 817383

Subtotal 1534949112 1331 687 1624012 87875938 49541472 1399156358

Total comprehensive loss for the year 75156968 15100065 60056903

BALANCES AT DECEMBER 31 2008 1534949112 1331 687 1624012 163032906 34441407 1339099455

Subscriptions of capital stock 383737611 383737611
Collection of subscriptions receivables 196908012 196908012

Issuance of capital stock 10053644 10053644
Reversal of dividends payable Note 13 5035941 5035941

Subtotal 1545002756 373685298 186830286 1624012 163032906 29405466 1541043408

Total comprehensive income for the year 51654653 108605259 160259912

BALANCES AT DECEMBER 31 2009 P1545002756 P373685298 P186830286 P1624012 P111378253 P79199793 P1701303320

See accompanying Notes to Consolidated Financial Statements
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THE PHILODRILL CORPORATION AND SUBSIIMARY

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December31

2009 2008 2007

CASH FLOWS FROM OPERATiNG ACTiViTIES

Income before income tax P108953126 P16890862 P29500028

Adjustments for

Depletion depreciation and amortization

Notes and 12847502 3073145 3721398
Retirement benefits costs Note 18 6875839 3746300 3428400
Interest and financing charges Notes 11 and 15 6696908 17599698 16360901

Unrealized foreign exchange losses gains net 2880349 919142 85773
Amortization of other deferred charges 193299 218492 236700

Equity in net earnings of associates Note 9341596 023 6862 8280014
Interest income Notes and 15 2628261 3168115 3320565
Dividend income 6390 7800 6300
Gain on sale of

Available-for-sale financial assets Note 2410 984752
Property and equipment 18862704

Provision for impairment losses Notes and 658746

Operating income before working capital changes 126468366 27196578 22366065
Decrease increase in

Receivables 9147365 2985741 36355131
Crude oil inventory 38854893 8087268 2725798

Other current assets 1419792 1472394 1153581

Decrease in accounts payable and accrued liabilities 7384755 1996962 2605918
Cash generated from used in operations 72501145 1957079 12715605
Interest received Note 23 1505689 2327255 778859

Dividend received 6390 7800 6300

Contributions to retirement fund Note 18 15000000 1000000
Interest and financing charges paid Note 23 7465851 17619883 23393088
Income taxes paid including creditable taxes applied 1061131 70983 3732499
Net cash from used in operating activities 50486242 13398732 40056033

CASH FLOWS FROM INVESTiNG ACTIVITIES

Additional advances to related companies Note 15 10500000 10000000
Acquisitions of

Property and equipment Note 7472299 976703 470484
Available-for-sale financial assets Note 5720638 218888
Subsidiary Note 32588532

Additions to deferred oil exploration costs Notes 10

and 23 1216761 1220541 598151
Dividend received Note 2000000 2000000
Proceeds from sale of

Available-for-sale financial assets Note 8315 58744927

Property and equipment 19000000

Net cash from used in investing activities 22901383 10197244 43868872

Forward
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Years Ended December31

2009 2008 2007

CASH FLOWS FROM FINANCJNG ACT WITIES

Proceeds from

Stock subscriptions P196908012 P8 17383 P346036

Availment of loans Note 11 15000000 75000000 20000000

Advances from related companies 27542503

Payments of

Loans payable Note 11 136724515 42000000 33415114
Advances from related companies 13088122 19675450

Net cash from used in financing activities 75183497 20729261 5202025

NET EFFECT OF EXCHANGE RATE
CHANGES ON CASH AND CASH
EQUIVALENTS 1560353 21751 24386

NET INCREASE DECREASE IN CASH AND
CASH EQUIVALENTS 101208003 2844964 1413572

CASH AND CASH EQUiVALENTS AT
BEGINNING OF YEAR 980828 3825792 5239364

CASH AND CASH EQUIVALENTS AT END OF
YEAR Note P102188831 P980828 P3825792

See accompanying Notes to Consolidated Financial Statements



THE PHILODRILL CORPORATION AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Corporate Information and Authorization for Issue of Financial Statements

Corporate Information

The Philodrill Corporation the Parent Company or TPC was incorporated in the Philippines and

registered with the Philippine Securities and Exchange Commission SEC on June 26 1969 The

Parent Company and Phoenix Gas and Oil Exploration Company Inc P00 wholly owned

subsidiary incorporated in the Philippines and has not yet started commercial operations

collectively referred to as the Group are primarily engaged in oil exploration and/or production

The Parent Company is also an investment holding company with investments in financial

services and mining

Acquisition of FGO
On May 2007 the Parent Company acquired 100% of the shares of P00 an entity which have

participating interests in various oil properties in the Philippines and has not yet started

commercial operations as of the said date

The fair values of the identifiable assets of PGO as of the date of acquisition are as follows

Fair Values Carrying Values

P21234458 P21234458

10695328 10695328

P31929786 P31929786

As of May 2007 P00 has no liabilities Since there was no fair value available for the

acquired assets the Parent Company assumed that the carrying value was the assets fair value and

carried the same in its consolidated financial statements The purchase price for the net asset

acquired was P32.6 millionwhich resulted to goodwill of P0.7 million The Parent Company

immediately impaired this goodwill at the acquisition date As of December 312009 P00 has

not yet started commercial operations

The Parent Company which is operating in only one business segment has two associates

engaged in fmancial services The Parent Company and its associates have no geographical

segments as they were incorporated and are operating within the Philippines Financial

information regarding these associates as of and for the years ended December 31 2009 and 2008

are presented in Note

The Parent Company and PGO have portfolio of oil and gas exploration projects in the

Philippines The Groups ability to realize their deferred oil exploration costs see Note 10

depends on the success of their exploration and future development work in proving the viability

of their oil properties to produce oil in commercial quantities which cannot be determined at this

time The consolidated financial statements do not include any adjustment that might result from

these uncertainties The effect of these uncertainties will be reported in the consolidated financial

statements as they become known and estimable

The registered business address of the Parent Company is 8th Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City

The Parent Companys shares are listed and are currently traded at the Philippine Stock Exchange

PSE
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Wells platforms and other facilities see Note

Deferred oil exploration costs see Note 10
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Authorization for Issue of Financial Statements

The consolidated financial statements were authorized for issue by the Board of Directors BOD
on March 24 2010

Summary of Significant Accounting Policies and Financial Reporting Practices

Basis of Preparation

The consolidated financial statements of the Group have been prepared using the historical cost

basis except for crude oil inventory which is valued at market and quoted available-for-sale AFS
financial assets which are measured at fair value The consolidated financial statements are

presented in Philippine Peso Peso which is the Parent Companys functional currency All

amounts are rounded off to the nearest Peso except when otherwise indicated

Basis of Consolidation

The consolidated financial statements comprise the financial statements of the Parent Company
and P00 its wholly owned subsidiary

Subsidiary

subsidiary is an entity over which the Parent Company has the power to govern the financial

and operating policies of the entity or generally has an interest of more than one half of the voting

rights of the entities The existence and effect of potential voting rights that are currently

exercisable or convertible are considered when assessing whether the Parent Company controls

another entity subsidiary is fully consolidated from the date control is transferred to the Parent

Company directly or through the holding companies Control is achieved where the Parent

Company has the power to govern the financial and operating policies of an entity so as to obtain

benefits from its activities They are deconsolidated from the date on which control ceases

All intra-group balances transactions income and losses resulting from intra-group transactions

that are recognized in assets are eliminated in full However intra-group losses that indicate

impairment are recognized in the consolidated financial statements

Statement of Compliance

The consolidated financial statements of the Group have been prepared in accordance with

Philippine Financial Reporting Standards PFRS

Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financial year except

that the Group has adopted the following new and amended Philippine Accounting Standards

PAS PFRS and Philippine Interpretations based on International Financial Reporting

Interpretation Committee IFRIC interpretations which were adopted as of January 2009

Revised PAS Presentation of Financial Statements separates owner and non-owner changes

in equity All owner changes in equity are required to be presented in statement of changes

in equity and all non-owner changes either in one statement of comprehensive income or in

two separate statements which consist of statement of income and statement of

comprehensive income The previous standard required components of comprehensive

income to be presented in the statement of changes in equity The revised standard also

requires the income tax effect of each component of comprehensive income to be disclosed In

addition it requires entities to present comparative balance sheet as at the beginning of the

earliest comparative period when the entity has applied an accounting policy retrospectively

makes retrospective restatement or reclassifies items in the financial statements
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The Group has elected to present comprehensive income in single statement and elected not

to change the balance sheet to statement of financial position

The Group has not presented three balance sheets on these consolidated financial statements

because it has not applied an accounting policy retrospectively made retrospective

restatement of items on the Groups consolidated financial statements or reclassified items on

the Groups consolidated financial statements that affected the balance sheet at the beginning

of the earliest comparative period

Revised PAS 23 Borrowing Costs requires capitalization of borrowing costs that are directly

attributable to the acquisition construction or production of qualifying asset In accordance

with the transitional provisions of the amended PAS 23 the Group has adopted the standard on

prospective basis Therefore borrowing costs are capitalized on qualifying assets with

commencement date on or after January 2009 This revised standard does not have

significant impact on the Groups consolidated financial statements

Amendment to PFRS Financial Instruments Disclosures requires additional disclosures

about fair value measurement and liquidity risk Fair value measurements related to items

recorded at fair value are to be disclosed by source of inputs using three level fair value

hierarchy by class for all financial instruments recognized at fair value In addition

reconciliation between the beginning and ending balance for level fair value measurements

is now required as well as significant transfers between levels in the fair value hierarchy The

amendments also clarify the requirements for liquidity risk disclosures with respect to

derivative transactions and financial assets used for liquidity management The three level fair

value hierarchy and liquidity risk disclosures are presented in Notes 20 and 21 respectively

Amendments to PFRS First-time Adoption of Philippine Financial Reporting Standards and

PAS 27 Separate and Consolidated Financial Statements Cost ofan Investment in

Subsidiary Jointly Controlled Entity or Associate allow an entity to determine the cost of

investments in subsidiaries jointly controlled entities or associates in its opening PFRS

financial statements in accordance with PAS 27 or using deemed cost method The

amendment to PAS 27 required all dividends from subsidiary jointly controlled entity or

associate to be recognized in the income statement in the separate fmancial statement The

revision to PAS 27 was applied prospectively The new requirement does not have an impact

on the Groups consolidated financial statements

PFRS Operating Segments replaced PAS 14 Segment Reporting upon its effective date

The Group concluded that the operating segment determined in accordance with PFRS are

the same as the business segment previously identified under PAS 14

The following new and amended PFRS and Philippine Interpretations did not have significant

impact on the Groups consolidated financial statements

Amendment to PFRS Share-based Payment Vesting Conditions and Cancellations clarifies

the definition of vesting conditions and prescribes the treatment for an award that is cancelled

PAS 32 Financial Instruments Presentation and Amendment to PAS allows limited scope

exception for puttable financial instruments to be classified as equity if they fulfill number of

specified criteria
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Philippine Interpretation IFRIC Reassessment ofEmbedded Derivatives and Amendments

to PAS 39 Financial Instruments Recognition and Measurement requires an entity to assess

whether an embedded derivative must be separated from host contract when the entity

reclassifies hybrid financial asset out of the fair value through profit or loss FVPL
category This assessment is to be made based on circumstances that existed on the later of

the date the entity first became party to the contract and the date of any contract amendments

that significantly change the cash flows of the contract PAS 39 now states that if an

embedded derivative cannot be reliably measured the entire hybrid instrument must remain

classified as at FVPL

Philippine Interpretation IFRIC 13 Customer Loyalty Programmes requires customer loyalty

credits to be accounted for as separate component of the sales transaction in which they are

granted

Philippine Interpretation 1FRIC 16 Hedges of Net investment in Foreign Operation

provides guidance on the accounting for hedge of net investment As such it provides

guidance on identifying the foreign currency risks that qualify for hedge accounting in the

hedge of net investment where within the group the hedging instruments can be held in the

hedge of net investment and how an entity should determine the amount of foreign currency

gain or loss relating to both the net investment and the hedging instrument to be recycled on

disposal of the net investment

Philippine Interpretation IFRIC 18 Transfers ofAssets from Customers provides guidance on

how to account for items of property plant and equipment received from customers or cash

that is received and used to acquire or construct assets that are used to connect the customer to

network or to provide ongoing access to supply of goods or services or both When the

transferred item meets the definition of an asset the asset is measured at fair value on initial

recognition as part of an exchange transaction The services delivered are identified and the

consideration received the fair value of the asset allocated to each identifiable service

Revenue is recognized as each service is delivered by the entity

Improvements to PFRSs

In 2008 and 2009 the International Accounting Standards Board issued its first omnibus of

amendments to its standards primarily with view to removing inconsistencies and clarifying

wording There are separate transitional provisions for each standard Adoption of the following

improvements to standards did not have any material impact on the Groups consolidated financial

statements

PFRS Non-current Assets Held for Sale and Discontinued Operations specifies when

subsidiary is held for sale all of its assets and liabilities will be classified as held for sale

under PFRS even when the entity retains non-controlling interest in the subsidiary after

the sale

PAS clarifies assets and liabilities classified as held for trading are not automatically

classified as current in the balance sheet

Amendment to PAS 16 Property Plant and Equipment replaces the term net selling price

with fair value less costs to sell to be consistent with PFRS Non-current Assets Held for

Sale and Discontinued Operations and PAS 36 Impairment ofAsset It also clarifies that

items of property plant and equipment held for rental that are routinely sold in the ordinary
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course of business after rental are transferred to inventory when rental ceases and they are

held for sale Proceeds of such sales are subsequently shown as revenue Cash payments on

initial recognition of such items the cash receipts from rents and subsequent sales are all

shown as cash flows from operating activities

PAS 19 Employee Benefits revises the definition of past service costs to include reductions

in benefits related to past
services negative past

service costs and to exclude reductions in

benefits related to future services that arise from plan amendments Amendments to plans that

result in reduction in benefits related to future services are accounted for as curtailment It

also revises the definition of return on plan assets to exclude plan administration costs if they

have already been included in the actuarial assumptions used to measure the defined benefit

obligation It also revises the definition of short-term and other long-term employee

benefits to focus on the point in time at which the liability is due to be settled It also deletes

the reference to the recognition of contingent liabilities to ensure consistency with PAS 37

Provisions Contingent Liabilities and Contingent Assets

PAS 20 Accounting for Government Grants and Disclosures ofGovernment Assistance

clarifies that loans granted with no or low interest rates will not be exempt from the

requirement to impute interest The difference between the amount received and the

discounted amount is accounted for as government grant

PAS 23 revises the definition of borrowing costs to consolidate the types of items that are

considered components of borrowing costs i.e components of the interest expense

calculated using the effective interest rate method This revised standard disallows the

alternative treatment of borrowing costs which permits the recognition of borrowing costs as

expense

PAS 28 Investment in Associates clarifies that if an associate is accounted for at fair value in

accordance with PAS 39 only the requirement of PAS 28 to disclose the nature and extent of

any significant restrictions on the ability of the associate to transfer funds to the entity in the

form of cash or repayment of loans applies It also defines an investment in an associate as

single asset for the purpose of conducting the impairment test Therefore any impairment test

is not separately allocated to the goodwill included in the investment balance

PAS 29 Financial Reporting in Hyperinfiationary Economies revises the reference to the

exception that assets and liabilities should be measured at historical cost such that it notes

property plant and equipment as being an example rather than implying that it is definitive

list

PAS 31 Interest in Joint Ventures clarifies that if ajoint venture is accounted for at fair

value in accordance with PAS 39 only the requirements of PAS 31 to disclose the

commitments of the venturer and the joint venture as well as summary financial information

about the assets liabilities income and expense will apply

PAS 36 provides that when discounted cash flows are used to estimate fair value less cost to

sell additional disclosure is required about the discount rate consistent with disclosures

required when the discounted cash flows are used to estimate value-in-use

PAS 38 Intangible Assets provides that expenditure on advertising and promotional

activities is to be recognized as an expense when the Company either has the right to access

the goods or has received the services Advertising and promotional activities now
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specifically include mail order catalogues It also deletes references to there being rareiy if

ever persuasive evidence to support an amortization method for finite life intangible assets

that results in lower amount of accumulated amortization than under the straight-line

method thereby effectively allowing the use of the unit of production method

PAS 39 provides changes in circumstances relating to derivatives specifically derivatives

designated or de-designated as hedging instruments after initial recognition are not

reclassifications It also clarifies when financial assets are reclassified as result of an

insurance company changing its accounting policy in accordance with paragraph 45 of

PFRS Insurance Contracts such is change in circumstance not reclassification It

further removes the reference to segment when determining whether an instrument

qualifies as hedge It requires use of the revised effective interest rate rather than the

original effective interest rate when remeasuring debt instrument on the cessation of fair

value hedge accounting

PAS 40 Investment Properties revises the scope and the scope of PAS 16 to include

property that is being constructed or developed for future use as an investment property

Where an entity is unable to determine the fair value of an investment property under

construction but expects to be able to determine its fair value on completion the investment

under construction will be measured at cost until such time as fair value can be determined or

construction is complete

PAS 41 Agriculture removes the reference to the use of pretax discount rate to determine

fair value thereby allowing use of either pretax or post-tax discount rate depending on the

valuation methodology used and removes the prohibition to take into account cash flows

resulting from any additional transformations when estimating fair value Instead cash flows

that are expected to be generated in the most relevant market are taken into account

PAS 18 Revenue specifies no transitional provisions the amendment issued in 2009 is

effective immediately and retrospectively The amendment adds guidance which

accompanies the standard to determine whether an entity is acting as principal or as agent

The features indicating an entity is acting as principal are whether the entity has primary

responsibility for providing the goods or services has inventory risk has discretion in

establishing prices and bears the credit risk The Group has assessed its revenue

arrangements against these criteria and concluded that it is acting as principal in all

arrangements The revenue recognition policy has been updated accordingly

Future Changes in Accounting Policies

The following standards and interpretations will become effective subsequent to year 2009 The

Group does not expect the adoption of the applicable new and amended PFRS and Philippine

Interpretations to have significant impact on the Groups consolidated financial statements

Effective in 2010

Philippine Interpretation IFRIC 17 Distributions ofNon-Cash Assets to Owners provides

guidance on how to account for non-cash distributions to owners The interpretation clarifies

when to recognize liability how to measure it and the associated assets and when to

derecognize the asset and liability The Company does not expect the Interpretation to have an

impact on the financial statements as the Company has not made non-cash distributions to

shareholders in the past
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Revised PFRS Business Combinations Revised and PAS 27 Consolidated and Separate

Financial Statements Amended introduce number of changes in the accounting for

business combinations that will impact the amount of goodwill recognized the reported

results in the period that an acquisition occurs and future reported results The revised PAS 27

requires among others that change in ownership interests of subsidiary that do not

result in loss of control will be accounted for as an equity transaction and will have no impact

on goodwill nor will it give rise to gain or loss losses incurred by the subsidiary will be

allocated between the controlling and non-controlling interests previously referred to as

minority interests even if the losses exceed the non-controlling equity investment in the

subsidiary and on loss of control of subsidiary any retained interest will be remeasured

to fair value and this will impact the gain or loss recognized on disposal The changes

introduced by the revised PFRS must be applied prospectively and PAS 27 must be applied

retrospectively with few exceptions

PAS 39 Financial Instruments Recognition and Measurement Eligible Hedged Items

addresses only the designation of one-sided risk in hedged item and the designation of

inflation as hedged risk or portion in particular situations The amendment clarifies that an

entity is permitted to designate portion of the fair value changes or cash flow variability of

financial instrument as hedged item

PFRS Share-based Payments Group Cash-settled Share-based Payment Transactions

clarifies the scope and the accounting for group cash-settled share-based payment transactions

The Company has concluded that the amendment will have no impact on the financial position

or performance of the Company as the Company has not entered into any such share-based

payment transactions

Philippine Interpretation IFRIC 19 Extinguishing Financial Liabilities with Equity

Instruments provides guidance on how to account for the extinguishment of fmancial

liability by the issue of equity instruments These transactions are often referred to as debt for

equity swaps

Improvements to PFRS

PFRS Share-based Payment clarifies that the contribution of business on formation of

joint venture and combinations under common control are not within the scope of PFRS

even though they are out of scope of PFRS Business Combinations Revised

PFRS Noncurrent Assets Heldfor Sale and Discontinued Operations clarifies that the

disclosures required in respect of non-current assets and disposal groups classified as held for

sale or discontinued operations are only those set out in PFRS The disclosure requirements

of other PFRSs only apply if specifically required for such non-current assets or discontinued

operations

PFRS Operating Segments clarifies that segment assets and liabilities need only be reported

when those assets and liabilities are included in measures that are used by the chief operating

decision maker

Improvements to PAS Presentation of Financial Statements clarifies that the terms of

liability that could result at anytime in its settlement by the issuance of equity instruments at

the option of the counterparty do not affect its classification
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Improvements to PAS Statement of Cash Flows explicitly states that only expenditure that

results in recognized asset can be classified as cash flow from investing activities

PAS 17 Leases removes the specific guidance on classifying land as lease Prior to the

amendment leases of land were classified as operating leases The amendment now requires

that leases of land are classified as either finance or operating in accordance with the

general principles of PAS 17 The amendments will be applied retrospectively

PAS 36 Impairment ofAssets clarifies that the largest unit permitted for allocating goodwill

acquired in business combination is the operating segment as defined in PFRS before

aggregation for reporting purposes

PAS 38 Intangible Assets clarifies that if an intangible asset acquired in business

combination is identifiable only with another intangible asset the acquirer may recognize the

group of intangible assets as single asset provided the individual assets have similar useful

lives This also clarifies that the valuation techniques presented for detennining the fair value

of intangible assets acquired in business combination that are not traded in active markets

are only examples and are not restrictive on the methods that can be used

Philippine Interpretation IFRIC Reassessment of Embedded Derivatives clarifies that it

does not apply to possible reassessment at the date of acquisition to embedded derivatives in

contracts acquired in business combination between entities or businesses under common

control or the formation ofjoint venture

Effective in 2011

Philippine Interpretation IFRJC 16 Hedge of Net Investment in Foreign Operation states

that in hedge of net investment in foreign operation qualifying hedging instruments may
be held by any entity or entities within the group including the foreign operation itself as long

as the designation documentation and effectiveness requirements of PAS 39 that relate to

net investment hedge are satisfied

Effective in 2012

Philippine Interpretation IFRIC 15 Agreement for Construction of Real Estate covers

accounting for revenue and associated expenses by entities that undertake the construction of

real estate directly or through subcontractors This Interpretation requires that revenue on

construction of real estate be recognized only upon completion except when such contract

qualifies as construction contract to be accounted for under PAS 11 Construction Contracts

or involves rendering of services in which case revenue is recognized based on stage of

completion Contracts involving provision of services with the construction materials and

where the risks and reward of ownership are transferred to the buyer on continuous basis

will also be accounted for based on stage of completion

Effective in 2013

PFRS Financial Instruments specifies how an entity should classify and measure financial

assets including some hybrid contracts It applies consistent approach to classifying

financial assets and replace the numerous categories of financial assets in PAS 39 each of

which had its own classification criteria This also results in one impairment method

The Group continues to assess the impact of the above new and amended accounting standards and

interpretations effective subsequent to 2009 on its consolidated fmancial statements in the period of

initial application Additional disclosures required by these amendments will be included in the

consolidated financial statements when these amendments are adopted
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Investments in Associates

Associates are entities which the Group has significant influence but not control generally

accompanying shareholding of between 20% to 50% of the voting rights Investments in

associates are accounted for under the equity method of accounting

The Groups share of its associates post-acquisition profits or losses is recognized in the

consolidated statement of comprehensive income and its share of post-acquisition movements in

reserves is recognized in reserves The cumulative post-acquisition movements are adjusted

against the carrying amount of the investment Distributions received from an investee reduce the

carrying amount of the investment When the Groups share of losses in an associate equals or

exceeds its interest in the associate including any other unsecured receivables the Group does not

recognize further losses unless it has incurred obligations or made payments on behalf of the

associate

Unrealized gains on transactions between the Group and its associates are eliminated to the extent

of the Groups interest in the associates Unrealized losses are also eliminated unless the

transaction provides evidence of an impairment of the asset transferred Accounting policies have

been changed where necessary to ensure consistency with the policies adopted by the Group

Interest in Jointly Controlled Assets

Interest in jointly controlled assets is accounted for by recognizing in the consolidated financial

statements the Groups share in the jointly controlled assets The share is included principally in

the Receivables Property and equipment and Deferred oil exploration costs accounts in the

consolidated balance sheets Any liabilities incurred jointly with the other venturers are recognized

under Accounts with Partners in the consolidated balance sheets Related revenues and expenses

are recognized in the consolidated statements of comprehensive income

Business Combination and Goodwill

Business combinations are accounted for using the purchase method This involves recognizing

identifiable assets and liabilities of the acquired business initially at fair value If the acquirers

interest iii the net fair value of the identifiable assets and liabilities exceeds the cost of the business

combination the acquirer shall reassess the identification and measurement of the acquirees

identifiable assets and liabilities and the measurement of the cost of the combination and

recognize immediately in profit or loss any excess remaining after that reassessment

When business combination involves more than one exchange transaction each exchange

transaction shall be treated separately using the cost of the transaction and fair value information at

the date of each exchange transaction to determine the amount of any goodwill associated with that

transaction This results in step-by-step comparison of the cost of the individual investments

with the Groups interest in the fair value of the acquirees identifiable assets liabilities and

contingent liabilities at each exchange transaction The fair values of the acquirees identifiable

assets liabilities and contingent liabilities may be different at the date of each exchange

transaction Any adjustments to those fair values relating to previously held interests of the Group
is revaluation to be accounted for as such and presented separately as part of equity

Goodwill represents the excess of the cost of an acquisition over the fair value of the Groups
share in the net identifiable assets of the acquired subsidiary or associate at the date of acquisition
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Goodwill on acquisitions
of subsidiaries is recognized separately as noncurrent asset Goodwill

on acquisitions
of associates is included in investments in associates and is tested annually for

impairment as part of the overall balance

Goodwill is reviewed for impairment annually or more frequently if events or changes in

circumstances indicate that the carrying value may be impaired

Impairment is determined for goodwill by assessing the recoverable amount of the cash-generating

unit CGU or group of CGUs to which the goodwill relates Where the recoverable amount of

the CGU or group of CGUs is less than the carrying amount of the CGU or group of CGUs to

which goodwill has been allocated an impairment loss is recognized Impairment losses relating

to goodwill cannot be reversed in future periods The Group performs its impairment test of

goodwill on an annual basis

Cash and Cash Equivalents

Cash consists of 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 up to

three months or less from dates of acquisition and are subject to an insignificant risk of change in

value

Financial Instruments

Date ofrecognition

The Group recognizes financial asset or financial liability in the consolidated balance sheet

when it becomes
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 on the settlement date

Initial recognition and classcation offinancial instrwnents

Financial instruments are recognized initially at fair value which is the fair value of the

consideration given in case of an asset or received in case of liability The initial

measurement of financial instruments except for those designated at FVPL includes transaction

cost

On initial recognition the Group classifies its fmancial assets in the following categories

financial assets at FVPL held-to-maturity HTM investments AFS financial assets and loans

and receivables as appropriate Financial liabilities are classified as either fmancial liabilities at

FVPL or other financial liabilities as appropriate The classification depends on the purpose for

which the investments are acquired and whether they are quoted in an active market Management

determines the classification of its fmancial assets and financial liabilities at initial recognition

and where allowed and appropriate re-evaluates such designation at each balance sheet date

Financial instruments are classified as liabilities or equity in accordance with the substance of the

contractual arrangement Interest dividends gains and losses relating to financial instrumentor

component that is financial liability are reported as expense or income Distributions to

holders of financial instruments classified as equity are charged directly to equity net of any

related income tax benefits

As of December 31 2009 and 2008 the Group has no financial assets classified as HTM

investments and financial assets and financial liabilities at FVPL
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Determination offair value

The fair value of financial instruments that are actively traded in organized financial markets is

determined by reference to quoted market prices bid price for long positions and ask price for

short positions without any deduction from transaction costs at the close of business on the

balance sheet date When current bid and asking prices are not available the price of the most

recent transaction is used since it provides evidence of current fair value as long as there has not

been significant change in economic circumstances since the time of transaction

For investments and all other financial instruments where there is no active market fair value is

determined using generally acceptable valuation techniques Such techniques include using arms

length market transactions reference to the current market value of another instrument which is

substantially the same discounted cash flow analysis and other valuation models

Day Profit

Where the transaction price in non-active market is different from the fair value based on other

observable current market transactions in the same instrument or based on valuation technique

whose variables include only data from observable market the Group recognizes the difference

between the transaction price and fair value Day profit in the consolidated statement of

comprehensive income unless it qualifies for recognition as some other type of asset In cases

where use is made of data which is not observable the difference between the transaction price

and model value is only recognized in the consolidated statement of comprehensive income when

the inputs become observable or when the instrument is derecognized For each transaction the

Group determines the appropriate method of recognizing the Day profit amount

Embedded derivatives

An embedded derivative is separated from the host financial or nonfinancial contract and

accounted for as derivative if all of the following conditions are met

the economic characteristics and risks of the embedded derivative are not closely related to the

economic characteristic and risks of the host contract

separate instrument with the same terms as the embedded derivative would meet the

definition of derivative and

the hybrid or combined instrument is not recognized as at FVPL

The Group assesses whether embedded derivatives are required to be separated from host

contracts when the Group first becomes party to the contract Reassessment only occurs if there is

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

consolidated statement of comprehensive income

The Group has no embedded derivatives as of December 31 2009 and 2008

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that

are not quoted in an active market After initial measurement loans and receivables are

subsequently carried at amortized cost using the effective interest method Amortized cost is

calculated taking into account any discount or premiwn on acquisition and includes transaction

costs and fees that are an integral part
of the effective interest rate Gains and losses are
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recognized in the consolidated statement of comprehensive income when the loans and receivables

are derecognized or impaired as well as through the amortization process These financial assets

are included in current assets if maturity is within twelve months from the balance sheet date

Otherwise these are classified as non-current assets

As of December 31 2009 and 2008 the Groups loans and receivables consist of cash and cash

equivalents and receivables see Note 20

AFSfinancial assets

AFS financial assets are non-derivative financial assets that are designated as AFS financial assets

or are not classified in any of the three other categories The Group designates financial

instruments as AFS financial assets if they are purchased and held indefinitely and may be sold in

response to liquidity requirements or changes in market conditions After initial recognition AFS

financial assets are measured at fair value with unrealized gains or losses being recognized directly

in equity as Net unrealized loss on decline in value of AFS financial assets

When the financial asset is disposed of the cumulative gains or losses previously recorded in

equity are recognized in the consolidated statement of comprehensive income Interest earned on

the investments is reported as Interest income using the effective interest method Dividends

earned on investments are recognized in the consolidated statement of comprehensive income as

Dividends income when the right of payment has been established The Group considers several

factors in making decision on the eventual disposal of the investment The major factor of this

decision is whether or not the Group will experience inevitable further losses on the investment

These financial assets are classified as noncurrent assets unless the intention is to dispose of such

assets within twelve months from the balance sheet date

As of December 31 2009 and 2008 the Group classifies its investments in shares of stocks as

AFS financial assets see Note

Other financial liabilities

Other financial liabilities are initially recorded at fair value After initial recognition interest-

bearing loans and borrowings are subsequently measured at amortized cost using the effective

interest method Amortized cost is calculated by taking into account any issue costs and any

discount or premium on settlement Gains and losses are recognized in the consolidated statement

of comprehensive income when the liabilities are derecognized as well as through the amortization

process

As of December 31 2009 and 2008 the Group classifies its loans payable accounts payable and

accrued liabilities dividends payable and subscriptions payable as other financial liabilities

see Note 20

Offsetting Financial Instruments

Financial assets and financial liabilities are set off and the net amount is reported in the

consolidated balance sheet if and only if there is
currently enforceable legal right to offset the

recognized amounts and there is an intention to settle on net basis or to realize the asset and

settle the liability simultaneously

Impairment of Financial Assets

The Group assesses at each balance sheet date whether financial asset or group of financial

assets is impaired financial asset or group of financial assets is deemed to be impaired if and
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only if there is objective evidence of impairment as result of one or more events that has

occurred after the initial recognition of the asset an incurred loss event and that loss event

or events has an impact on the estimated future cash flows of the financial asset or the group of

financial assets that can be reliably estimated Evidence of impairment may include indications

that the contracted parties or group of contracted parties is experiencing significant financial

difficulty default or delinquency in interest or principal payments the probability that they will

enter bankruptcy or other fmancial 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 defaults

Loans and receivables

If there is objective evidence that an impairment loss on financial assets carried at amortized cost

has been incurred the amount of loss is measured as the difference between the assets carrying

amount and the present value of estimated future cash flows excluding future credit losses that

have not been incurred discounted at the financial assets original effective interest rate i.e the

effective interest rate computed at initial recognition The carrying amount of the asset shall be

reduced through the use of an allowance account The amount of loss is recognized in the

consolidated statement of comprehensive income

The Group first assesses whether objective evidence of impairment exists individually for

financial assets that are individually significant and individually or collectively for financial

assets that are not individually significant If it is determined that no objective evidence of

impairment exists for an individually assessed financial asset the asset is included in the group of

financial assets with similar credit risk and characteristics and that group of financial assets is

collectively assessed 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 collective assessment of impairment

If in subsequent period the amount of the impairment loss decreases and the decrease can be

related objectively to an event occurring after the impairment was recognized the previously

recognized impairment loss is reversed Any subsequent reversal of an impairment loss is

recognized in the consolidated statement of comprehensive income to the extent that the carrying

value of the asset does not exceed what its amortized cost could have been had there been no

impairment at the reversal date

In relation to receivable provision for impairment is made when there is objective evidence

such as the probability of insolvency or significant financial difficulties of the debtor that the

Group will not be able to collect all the amounts due under the original terms of the invoice The

carrying amount of the receivable is reduced through the use of an allowance account Impaired

receivables are derecognized when they are assessed as uncollectible

Financial assets carried at cost

If there is objective evidence of impairment on an unquoted equity instrument that is not carried at

fair value because its fair value cannot be reliably measured or on derivative asset that is linked

to and must be settled by delivery of such an unquoted equity instrument the amount of the loss is

measured as the difference between the assets carrying amount and the
present

value of estimated

future cash flows discounted at the current market rate of return of similar financial asset

iIIulHhIIIIIA
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AFSfinancial assets

For AFS financial assets the Group assesses at each balance sheet date whether there is objective

evidence that financial asset or group of financial assets is impaired

In case of equity investments classified as AFS fmancial assets this would include significant or

prolonged decline in the fair value of the investments below its cost When 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 fmancial asset previously recognized in the

consolidated statement of comprehensive income is removed from equity and recognized in the

consolidated statement of comprehensive income

Impairment losses on equity investments are not reversed through the consolidated statement of

comprehensive income Increases in fair value after impairment are recognized directly in equity

In the case of debt instruments classified as AFS financial assets impairment is assessed based on

the same criteria as financial assets carried at amortized cost Future interest income is based on

the reduced carlying 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 consolidated statement of comprehensive income If in subsequent year
the fair value of debt instrument increases and the increase can be objectively related to an event

occurring after the impairment loss was recognized in the consolidated statement of

comprehensive income the impairment loss is reversed through the consolidated statement of

comprehensive income

Derecognition of Financial Assets and Financial Liabilities

Financial assets

financial asset or where applicable part of financial asset or part of group of similar

financial assets is derecognized when

the rights to receive cash flows from the asset have expired

the 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 third party under pass-through arrangement

or

the Group has transferred its rights to receive cash flows from the asset and either has

transferred substantially all the risks and rewards of the asset or has neither transferred nor

retained substantially all risks and rewards of the asset but has transferred control of the asset

Where the Group has transferred its rights to receive cash flows from an asset or has entered into

pass-through arrangement and has neither transferred nor retained substantially all the risks and

rewards of the asset nor transferred control of the asset the asset is recognized to the extent of the

Groups continuing involvement in the asset Continuing involvement that takes the form of

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 the Group could be required to repay

When continuing involvement takes the form of written and/or purchased option including

cash-settled option or similar provision on the transferred asset the extent of the Groups

continuing involvement is the amount of the transferred asset that the Group may repurchase

except that in the case of written put option including cash-settled option or similar provision

on asset measured at fair value the extent of the Groups continuing involvement is limited to the

lower of the fair value of the transferred asset and the option exercise price

Allinfliul
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Financial liabilities

financial liability is derecognized when the obligation under the liability was discharged

cancelled or has expired

Where an existing financial liability is replaced by another from the same lender on substantially

different terms or the terms of an existing liability are substantially modified such an exchange or

modification is treated as derecognition of the original liability and the recognition of new

liability and the difference in the respective carrying amounts is recognized in the consolidated

statement of comprehensive income

Crude Oil Inventory

Crude oil inventory is carried at market value

Property and Equipment

Property and equipment are stated at cost less accumulated depletion depreciation and

amortization and any impairment in value Such cost includes the cost of replacing part of such

property and equipment when that cost is incurred and the recognition criteria are met

The initial cost of property and equipment other than wells platforms and other facilities

comprises its purchase price including taxes and any directly attributable costs of bringing the

asset to its working condition and location for its intended use Expenditures incurred after the

property and equipment have been put into operation such as repairs and maintenance are

normally charged to income in the period the costs are incurred In situations where it can be

clearly demonstrated that the expenditures have resulted in an increase in the future economic

benefits expected to be obtained from the use of an item of property and equipment beyond its

originally assessed standard of performance the expenditures are capitalized as additional cost of

property and equipment

When assets are retired or otherwise disposed of the cost and related accumulated depletion

depreciation and amortization and any allowance for impairment are removed from the accounts

and any gain or loss resulting from their disposals is recognized in consolidated statement of

comprehensive income

Depletion of wells platforms and other facilities are provided on field basis under the unit-of-

production method based upon estimates of proven reserves The depletion base includes the

exploration and development cost of producing oilfields

Depreciation of property and equipment other than wells platforms and other facilities is

computed using the straight-line method over the estimated useful lives of the assets as follows

Number of Years

Office condominium units and improvements 20

Transportation equipment

Office furniture fixtures and equipment

Depreciation and amortization of an item of property and equipment begins when it becomes

available for use i.e when it is in the location and condition necessaiy for it to be capable of

operating in the maimer intended by management Depreciation or amortization ceases at the

earlier of the date that the item is classified as held for sale or included in disposal group that is

classified as held for sale in accordance with PFRS Noncurrent Assets Heldfor Sale and

Discontinued Operations and the date the asset is derecognized
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Wells in progress pertains to those development costs relating to Service Contract SC where oil

in commercial quantities are discovered and are subsequently reclassified to Wells platforms and

other facilities shown under Property and equipment account in the consolidated balance sheet

upon commercial production Depletion of wells in progress commences upon transfer to property

and equipment

The assets useful lives and depletion depreciation and amortization methods are reviewed

periodically to ensure that the periods and methods of depletion depreciation and amortization are

consistent with the expected pattern of economic benefits from items of property and equipment

Deferred Oil Exploration Costs

The Group follows the full cost method of accounting for exploration costs determined on the

basis of each SC/Geophysical Survey and Exploration Contract GSEC area Under this method

all exploration costs relating to each SCIGSEC are deferred pending determination of whether the

contract area contains oil and gas reserves in commercial quantities The exploration costs

relating to the SC/GSEC area where oil and gas in commercial quantities are discovered are

subsequently capitalized as Wells platforms and other facilities shown under the Property and

equipment account in the consolidated balance sheet upon commercial production When the

SC/GSEC is permanently abandoned or the Group has withdrawn from the consortium the related

deferred oil exploration costs are written-off SCs and GSECs are considered permanently

abandoned if the SCs and GSECs have expired and/or there are no definite plans for further

exploration and/or development

Impairment of Nonfinancial Assets

The Group assesses at each balance sheet date whether there is an indication that noncurrent

nonfinancial assets which include property and equipment investments in associates deferred oil

exploration costs and other noncurrent assets may be impaired If any such indication exists or

when annual impairment testing for an asset is required the Group makes an estimate of the

assets recoverable amount An assets recoverable amount is the higher of an assets or CGUs
fair value less costs to sell and its value in use and is determined for an individual asset unless the

asset does not generate cash inflows that are largely independent of those from other assets or

groups of assets Where the carrying amount of an asset exceeds its recoverable amount the asset

is considered impaired and is written down to its recoverable amount In assessing value-in-use

the estimated future cash flows are discounted to their present value using pre-tax discount rate

that reflects current market assessments of the time value of money and the risks specific to the

asset Impairment losses of continuing operations are recognized in the consolidated statement of

comprehensive income in those expense categories consistent with the function of the impaired

asset

For assets excluding goodwill an assessment is made at each balance sheet date as to whether

there is any indication that previously recognized impairment losses may no longer exist or may
have decreased If such indication exists the recoverable amount is estimated previously

recognized impairment loss is reversed only if there has been change in the estimates used to

determine the assets recoverable amount since the last impairment loss was recognized If that is

the case the carrying amount of the asset is increased to its recoverable amount That increased

amount cannot exceed the carrying amount that would have been determined net of accumulated

depletion depreciation and amortization had no impairment loss been recognized for the asset in

prior years Such reversal is recognized in the consolidated statement of comprehensive income

unless the asset is carried at revalued amount in which case the reversal is treated as revaluation

increase After such reversal the depreciation charge is adjusted in future periods to allocate the

assets revised carrying amount less any residual value on systematic basis over its remaining

useful life
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Capital Stock

Capital stock is measured at par value for all shares issued When the Group issues more than one

class of stock separate account is maintained for each class of stock and the number of shares

issued Incremental costs incurred directly attributable to the issuance of new shares are shown in

equity as deduction from proceeds net of tax

Own equity instruments which are reacquired treasuiy shares are recognized at cost and

deducted from equity No gain or loss is recognized in profit or loss on the purchase sale issue or

cancellation of the Groups own equity instruments Any difference between the carrying amount

and the consideration is recognized in paid-in capital in excess of par

Retained Earnings Deficit

Retained earnings deficit represent the cumulative balance of net income loss dividend

distributions prior period adjustments effects of changes in accounting policy and other capital

adjustments

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the

Group and the amount of revenue can be reliably measured Revenue is measured at the fair value

of the consideration received excluding discounts and other sales taxes or duty The following

specific recognition criteria must also be met before revenue is recognized

Petroleum revenue

Revenue from petroleum operations is recognized as income at the time of production

Rental income

Rental income is accounted for on straight-line basis over the related lease terms

Interest income

Interest income is recognized as the interest accrues taking into account the effective yield on the

asset

Dividend income

Dividend income is recognized when the right to receive the payment is established

Costs and Expenses Recognition

Costs and expenses are recognized in profit or loss when decrease in future economic benefit

related to decrease in an asset or an increase of liability has arisen that can be measured

reliably Costs and expenses are recognized in the consolidated statement of comprehensive

income in the period in which they are incurred

Borrowing Costs

Borrowing costs generally are recognized as expense in the consolidated statement of

comprehensive income when incurred Borrowing costs are capitalized if they are directly

attributable to the acquisition or construction of qualifying asset Capitalization of borrowing

costs commences when the activities to prepare the asset are in progress and expenditures and

borrowing costs are being incurred Borrowing costs are capitalized until the assets are

substantially ready for their intended use If the carrying amount of the asset exceeds its estimated

recoverable amount an impairment loss is recorded

iirniuiuurnuiu



18-

Retirement Benefits Costs

Retirement benefits costs are actuarially determined using the projected unit credit method The

projected unit credit method considers each period of service as giving rise to an additional unit of

benefit entitlement and measures each unit separately to build up the final obligation Upon

introduction of new plan or improvement of an existing plan past service costs are recognized

on straight-line basis over the average period until the amended benefits become vested To the

extent that the benefits are already vested immediately past service cost is immediately expensed

Actuarial gains and losses are recognized as income or expense when the cumulative unrecognized

actuarial gains and losses at the end of the previous reporting year exceeded 10% of the higher of

the present value of defined benefits obligation and the fair value of plan assets at that date These

gains or losses are recognized over the expected average remaining working lives ofthe

employees participating in the plan

Retirement benefits liability is the aggregate of the present value of the defined benefits obligation

and actuarial gains and losses not recognized reduced by past service cost not yet recognized and

the fair value of plan assets out of which the obligations are to be settled directly If such

aggregate is negative the asset is measured at the lower of such aggregate or the aggregate

cumulative unrecognized net actuarial losses and past service cost and the present value of any

economic benefits available in the form of refunds from the plan or reductions in the future

contributions to the plan

If the asset is measured at the aggregate of cumulative unrecognized net actuarial losses and past

service cost and the present value of any economic benefits available in the form of refunds from

the plan or reductions in the future contributions to the plan net actuarial losses of the current

period and the past service cost of the current period are recognized immediately to the extent that

they exceed any reduction in the present value of these economic benefits If there is no change or

there is an increase in the present value of economic benefits the entire net actuarial losses of the

current period and the past service cost of the current period are recognized immediately to the

extent that they exceed any reduction in the present value of these economic benefits Similarly

net actuarial gains of the current period after the deduction of past service cost of the current

period exceeding any increase in the asset is measured with the aggregate of cumulative

unrecognized net actuarial losses and past service cost at the present value of any economic

benefits available in the form of refunds from the plan or reductions in the future contributions to

the plan If there is no change or there is decrease in the present value of the economic benefits

the entire net actuarial gains of the current period after the deduction of past service cost of the

current period are recognized immediately

Leases

The determination of whether an arrangement is or contains lease is based on the substance

of the arrangement at inception date whether the fulfillment of the arrangement is dependent

on the use of specific asset or the arrangement conveys right to use the asset

reassessment is made after inception of the lease only if one of the following applies

there is change in contractual terms other than renewal or extension of the

arrangement

renewal option is exercised or extension granted unless the term of the renewal or

extension was initially included in the lease term

there is change in the determination of whether fulfillment is dependent on specified

asset or

there is substantial change to the asset
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Where reassessment is made lease accounting shall commence or cease from the date when

the change in circumstances gave rise to the reassessment for scenarios or and at

the date of renewal or extension period for scenario

Leases where the lessor retains substantially all the risks and benefits of ownership of the

asset are classified as operating leases Operating lease income are recognized in the

consolidated statement of comprehensive income on straight line basis over the lease term

Income Taxes

Current Income tax

Current income tax assets and liabilities for the current and prior periods are measured at the

amount expected to be recovered from or paid to the tax authority The tax rates and tax laws

used to compute the amount are those that are enacted or substantively enacted as of the

balance sheet date

Deferred tax

Deferred tax is recognized on all temporary differences at the balance sheet date between the

tax bases of assets and liabilities and their carrying amounts for fmancial reporting purposes

Deferred tax liabilities are recognized for all taxable temporary differences Deferred tax assets

are recognized for all deductible temporary differences and carryforward benefits of unused tax

credits from excess of minimum corporate income tax MCIT over the regular corporate income

tax RCIT MCIT and unused tax losses from net operating loss carryover NOLCO to

the extent that it is probable that sufficient future taxable profits will be available against which

the deductible temporary differences excess MCIT and NOLCO can be utilized

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to

the extent that it is no longer probable that sufficient future taxable profits will be available to

allow all or part
of the deferred tax assets to be utilized Unrecognized deferred tax assets are

reassessed at each balance sheet date and are recognized to the extent that it has become probable

that sufficient future taxable profits will allow the deferred tax assets to be recovered

Deferred tax assets and deferred tax liabilities are measured at the tax rates that are expected to

apply to the period when the asset is realized or the liability is settled based on tax rates and tax

laws that have been enacted or substantively enacted at the balance sheet date

Deferred tax assets and deferred tax liabilities are offset if legally enforceable right exist to set

off current tax assets against current tax liabilities and the deferred taxes relate to the same taxable

entity and the same taxation authority

Provisions and Contingencies

Provisions are recognized when the Group has present obligation legal or constructive as

result of past event it is probable that an outflow of resources embodying economic benefits

will be required to settle the obligation and reliable estimate can be made of the amount of

the obligation If the effect of time value of money is material provisions are determined by

discounting the expected future cash flows at pretax rate that reflects current market assessment

of the time value of money and where appropriate the risks specific to the liability Where

discounting is used the increase in the provision due to passage of time is recognized as an

interest expense
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Contingent liabilities are not recognized in the consolidated financial statements These are

disclosed unless the possibility of an outflow of resources embodying economic benefits is

remote Contingent assets are not recognized in the consolidated financial statements but

disclosed when an inflow of economic benefits is probable

Basic/Diluted Earnings Per Share

Basic earnings per share is computed by dividing net income for the year by the weighted average

number of common shares issued and outstanding during the year after giving retroactive effect to

stock dividends declared and stock rights exercised during the year if any

Diluted earnings per share is computed by dividing net income for the year after deducting

interest on convertible preferred shares by the weighted average number of shares issued and

outstanding during the year plus the weighted average number of common shares that would be

issued on the conversion of all dilutive potential common shares into common shares

As of December 31 2008 the Group has potential dilutive common shares from its stock rights

offering and no potential dilutive common shares in 2009 and 2007

Foreign Currency Transactions and Translations

Transactions in foreign currencies are recorded using the applicable exchange rate at the date of

the transaction Outstanding monetary assets and liabilities denominated in foreign currencies are

translated using the applicable closing functional currency exchange rate at the balance sheet date

Foreign exchange gains or losses arising from foreign currency-denominated transactions and

translations are recognized in the consolidated statement of comprehensive income

Segment Reporting

Currently the Group has only one business segment The Group is primarily involved in oil

exploration and production Revenue generated consists mainly of revenue from petroleum

operations The Group has no geographical segments

Management monitors the operating results of its business unit separately for the purpose of

making decisions about resource allocation and performance assessment Segment performance is

evaluated based on operating profit or loss which in certain respects
is measured differently from

operating income or loss in the consolidated financial statements Group financing excluding

interest income and expense and income taxes are managed on group basis and are not allocated

to operating segments

Events After the Balance Sheet Date

Events after the balance sheet date that provide additional information about the Groups position

at the balance sheet date adjusting events are reflected in the consolidated financial statements

Events after the balance sheet date that are not adjusting events are disclosed in the notes to

consolidated financial statements when material

Significant Judgments Accounting Estimates and Assumptions

The preparation of the consolidated financial statements in accordance with PFRS requires

management to make judgments estimates and assumptions that affect the reported amounts of

assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial

information and the reported amounts of income and expenses during the year The judgments
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estimates and assumptions used in the preparation of the consolidated financial statements are

based upon managements evaluation of relevant facts and circumstances as of the date of the

consolidated financial statements Future events may occur which can cause the assumptions used

in arriving at those judgments and estimates to change The effects will be reflected in the

consolidated financial statements as they become reasonably detennined

Judgments

In the process of applying the Groups accounting policies management has made the following

judgments apart from those involving estimations which have the most significant effect on the

amounts recognized in the consolidated financial statements

Determination offunctional currency

The Parent Company based on the relevant economic substance of the underlying circumstances

has its functional currency determined to be the Peso It is the currency of the primary economic

environment in which the Parent Company operates

Class/Ication offinancial instruments

The Group classifies financial instrument or its components on initial recognition as financial

asset financial liability or an equity instrument in accordance with the substance of the

contractual arrangement and the definitions of financial asset financial liability or an equity

instrument The substance of financial instrument rather than its legal form governs its

classification in the consolidated balance sheet The classification of financial assets and financial

liabilities of the Group are presented in Note 20

Class/Ication of leases

The Group has entered into commercial property leases where it has determined that it retains all

the significant risks and rewards of ownership of these properties and has classified the leases as

operating leases The Groups rent income is included in Other income in the consolidated

statements of comprehensive income

Estimates and Assumptions
The key assumptions concerning the future and other key sources of estimation as of balance sheet

date that have significant risk of causing material adjustment to the carrying amounts of assets

and liabilities within the next financial reporting year are discussed below

Impairment of loans and receivables

The Group assesses on regular basis if there is objective evidence of impairment of loans and

receivables The amount of impairment loss is measured as the difference between the assets

carrying amount and the present value of the estimated future cash flows discounted at the assets

original effective interest rate The Group uses individual impairment assessment on its loans and

receivables The Group did not assess its loans and receivables for collective impairment due to

the few counterparties which can be specifically identified The amount of loss is recognized in

the consolidated statement of comprehensive income with corresponding reduction in the

carrying value of the loans and receivables through an allowance account

Total carrying value of loans and receivables amounted to P223.0 million and P105.8 million as of

December 31 2009 and 2008 respectively see Notes 20 and 21 Allowance for impairment on

these financial assets amounted to P12.7 million as of December31 2009 and 2008 see Notes

and 21
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Measurement of market value ofcrude oil inventory

The market value of crude oil inventory is based on the average Dubai price net of applicable

discount or including applicable premium which also represents an active market for the product

As of December 31 2009 and 2008 the crude oil inventory amounted to P40.5 millionand

P1.6 million respectively

Determination offair value offinancial instruments

The Group carries certain fmancial assets and financial liabilities at fair value which requires use

of accounting estimates and judgment Significant components of fair value measurement were

determined using verifiable objective evidence i.e interest rate volatility rates However the

amount of changes in fair value would differ if the Group utilized different valuation

methodologies and assumptions Any change in the fair value of these financial assets and

financial liabilities would affect the consolidated statement of comprehensive income and

consolidated statement of changes in equity

The carrying values and the fair values of financial assets and financial liabilities as of

December 31 2009 and 2008 are disclosed in Note 20

Impairment ofAFSfinancial assets

Quoted shares at fair value

An impairment loss arises with respect to AFS financial assets when there is objective evidence of

impairment which involves significantjudgment In applying this judgment the Group evaluates

the financial health of the issuer among others In the case of AFS equity instruments the Group

expands its analysis to consider changes in the issuers industry and sector performance legal and

regulatory framework changes in technology and other factors that affect the recoverability of the

Groups investments

Unquoted shares at cost

Management believes that while the range of reasonable fair value estimates is significant the

probabilities of the various estimates cannot be reasonably assessed given the unquoted nature of

equity investments As result the Group carries unquoted AFS financial assets at cost less any

impairment in value

The carrying amount of AFS financial assets amounted to P110.6 million and P5 1.0 million as of

December 31 2009 and 2008 respectively No impairment losses were recognized in 2009 2008

and 2007 see Notes 20 and 21

Estimation ofproven oil reserves

Proven reserves are estimated by reference to available reservoir and well information including

production and pressure trends for producing reservoirs and in some cases subject to definitional

limits to similar data from other producing reservoirs Proven reserves estimates are attributed to

future development projects only where there is significant commitment to project funding and

execution and for which applicable governmental and regulatory approvals have been secured or

are reasonably certain to be secured All proven reserve estimates are subject to revision either

upward or downward based on new information such as from development drilling and

production activities or from changes in economic factors including product prices contract terms

or development plans

Estimates of reserves for undeveloped or partially developed fields are subject to greater

uncertainly over their future life than estimates of reserves for fields that are substantially

developed and depleted As field goes into production the amount of proven reserves will be

subject to future revision once additional information becomes available As those fields are

further developed new information may lead to revisions
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There has been no significant change in estimated recoverable reserves from December 31 2003

to December 31 2009

Estimation of useful lives ofproperty and equipment

The Group estimates the useful lives of property and equipment based on the period over which

assets are expected to be available for use The estimated useful lives of property and equipment

are reviewed periodically and are updated if expectations differ from previous estimates due to

physical wear and tear technical or commercial obsolescence and legal or other limits on the use

of the assets In addition the estimation of the useful lives of property and equipment is based on

collective assessment of internal technical evaluation and experience with similar assets It is

possible however that future results of operations could be materially affected by changes in

estimates brought about by changes in the factors and circumstances mentioned above

As of December 31 2009 and 2008 the net book values of property and equipment amounted to

P292.2 million and P297.1 million respectively see Note

Impairment ofnonfinancial assets

Property and equipment investments in associates and other noncurrent assets are reviewed for

impairment losses whenever events or changes in circumstances indicate that the carrying amount

is not recoverable The factors that the Group considers important which could trigger an

impairment review include the following

Significant underperformance relative to expected historical or projected future operating

results

Significant changes in the manner of use of the acquired assets or the strategy for overall

business and

Significant negative industry or economic trends

An impairment loss is recognized for the amount by which the carrying amount of the asset

exceeds its recoverable amount which is the higher of an assets fair value less costs to sell and

value-in-use For the purposes of assessing impairment assets are grouped at the lowest levels for

which there are separately identifiable cash flows No impairment losses were recognized in 2009

and 2008 In 2007 the Parent Company recognized impairment loss on the goodwill related to the

acquisition of PGO as subsidiary which amounted to P0.7 million

Impairment and write-off of deferred oil exploration costs

The Group assesses impairment on deferred oil exploration costs when facts and circumstances

suggest that the carrying amount of the asset may exceed its recoverable amount Until the Group

has sufficient data to determine technical feasibility and commercial viability deferred oil

exploration costs need not be assessed for impairment Facts and circumstances that would

require an impairment assessment as set forth in PFRS Exploration for Evaluation of Mineral

Resources are as follows

The period for which the Group has the right to explore in the specific area has expired or

will expire in the near future and is not expected to be renewed

Substantive expenditure on further exploration for and evaluation of mineral resources in the

specific area is neither budgeted nor planned

Exploration for and evaluation of mineral resources in the specific area have not led to the

discovery of commercially viable quantities of mineral resources and the entity has decided to

discontinue such activities in the specific area and
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Sufficient data exist to indicate that although development in the specific area is likely to

proceed in full from successful development or by sale

The carrying value of deferred oil exploration costs amounted to P823.7 million and

P821.2 million as of December 31 2009 and 2008 respectively Allowance for unrecoverable

deferred oil exploration costs amounted to P41.6 millionas of December 31 2009 and 2008 No

impairment loss was recognized in 2009 2008 and 2007 see Notes and 10

Retirement benefits costs

The cost of defined benefit retirement plans and other benefits is determined using actuarial

valuations The actuarial valuation involves making assumptions about discount rates investment

yield and future salary increases among others

While management believes that its assumptions are reasonable and appropriate significant

differences in actual experience or significant changes in the assumptions may materially affect

the Groups retirement obligations The Group recognized retirement benefits costs amounting to

P6.9 million in 2009 P3.7 million in 2008 and P3.4 million in 2007 and related retirement

benefits asset amounted to P0.9 million as of December 31 2009 and related retirement benefits

liability amounted to P7.2 million as of December 31 2008 see Note 18

ecognition ofdeferred tax assets

The Group reviews deferred tax assets at each balance sheet date and adjust to the extent that it is

probable that sufficient future taxable profits will be available to allow all or part of the deferred

tax assets to be utilized As of December 31 2009 deferred tax asset on NOLCO amounting to

P2.3 millionwas recognized to the extent of deferred tax liability representing tax effect on

unearned crude oil revenue amounting to P7.2 millionand unrealized foreign exchange gain

amounting to P0.6 millionsee Note 19

As of December 31 2009 and 2008 the unrecognized deferred tax assets amounted to

P24.3 million and P26.5 million respectively see Note 19

Cash and Cash Equivalents

2009 2008

Cash on hand and in banks P56084831 P980828

Short-term investments 46104000

P102188831 P980828

Cash in banks earn interest at respective bank deposit rates Short-term investments are made for

varying periods of up to three months depending on the immediate cash requirements of the Parent

Company and earn interest at the respective short-term investment rates

Receivables

2009 2008

Accounts with contract operators see Note P72318328 P350 15455

Advances to related companies see Note 15 25488607 25464610
Accrued interest see Note 15 22210578 22234743
Accounts with partners see Note 2023483 761259

Forward
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2009 2008

Advances to officers and employees P1652474 P1081779

Receivable from Nido Petroleum 27232131

Dividends 2250000

Others 9793272 3545693

133486742 117585670

Less allowance for impairment losses 12719957 12719957

P120766785 P104865713

Accounts with contract operators represent the excess of proceeds from crude oil liftings over the

amounts advanced by the contract operator for the Parent Companys share in exploration

development and production expenditures relating to SC 14 see Notes and 10

Accrued interest represents interest from advances to related companies see Note 15

Accounts with partners represent the Parent Companys share in the exploration development and

production expenditures in the SCs and GSECs advanced by the Parent Company net of cash

contributions see Note 10

Receivable from Nido Petroleum represents the sum of $0.6 million or P27.2 million from the

deed of settlement dated July 18 2008 with Nido Petroleum for the costs of the three-dimensional

3D seismic survey covering SC 14 and SC 6B which were not validated by Department of

Energy DOE for cost recovery purposes conducted by Nido Petroleum and which were

previously paid by the Parent Company The fl.ill amount was collected in 2009

Dividends receivable represents the Parent Companys share in the property dividends declared by

PentaCapital Holdings Inc Penta Holdings In 2009 the Parent Company transferred the said

property dividends to AFS financial assets see Note

The allowance for impairment losses pertain to advances to related parties accrued interest and

other receivables In 2009 and 2008 there were no additional provisions nor write-off and

reversal recognized The impaired receivables were specifically identified as of

December 312009 and 2008 see Note 21

interest in Jointly Controlled Assets

The Groups interest in the jointly controlled assets in the various SCs and GSECs and any

liabilities incurred jointly with the other venturers as well as the related revenue and expenses of

the venture which are included in the consolidated financial statements are as follows

2009 2008

Current assets

Receivables see Note

Accounts with contract operators P72318328 P35015455

Accounts with partners 2023483 761259

74341811 35776714

Noncurrent assets

Property and equipment see Note

Wells platforms and other facilities

Less accumulated depletion

uiunnuiii

Forward

591788747

304043392
287745355

584607430

293714316
290893114
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163008806

1Q329076

173337882

P155837318

2009

P823734492

1111479847

P1.185821.658

85056688

435172

85491860

P48953978

2008

P821218862

1112111976

P1147888690

121415322

794531

122209853

P47254238

Property and Equipment

As of December 31 2009

Sc 14 Block

Tarn Ubro
Galoc Verde SC 14 Block

andDeeowater B.B-landC Subtotal ... Total

Cost

Beginning of
year P299840413 P284767017 P584607430 P5425001 P10277196 P11512534 P611822161

Additions 7181317 7181317 112000 178982 7472299

Reclassifications 36132916 36132916 3234961 902000 4136961

End of year 263707497 328081250 591788747 8771962 111791% 11691516 623431421

Accumulated Depletion

Depreciation and

Amortization

Beginning of year 12285641 281428675 293714316 5299308 4766545 10943976 314724145

Depletion depreciation and

amortization expense

forthe year 10329076 10329076 31481 2085503 401442 12847502

Reclassifications 3053200 601336 3654536

End of year 12285641 291757751 304043392 8383989 7453384 11345418 331226183

Net Book Values P251421856 P36323499 P287745355 P387973 P3725812 P346098 P292205238

As of December 31 2008

Wells Platforms

and Other Facilities

SC 14 Block Office

Tarn Libro Condominium Office Furniture

Galoc Verde SC 14 Block Unit and TTanspoTtation Fixtures and

and Deepwater and -1 Subtotal Impenvements Equipment Equipment Total

Cost

Beginning of year p299099245 P284767017 P583866262 P5425001 P10277196 P11276999 P610845458

Additions 741168 741168 235535 976703

End of
year 299840413 284767017 584607430 5425001 10277196 11512534 611822161

iirniiuiiuiiiiu

Deferred oil exploration costs see Note 10

Current liability Accounts with partners see Note 12 P5151086 P5151086

2009 2008 2007

Revenue

Share in petroleum revenue

see Note 10 P328779723 P133367423 P168952006
Other income

Foreign exchange gains net 395477 1078415 512085

329175200 134445838 169464091

Costs of petroleum operations

Share in costs and operating

expenses see Notes 10 and 16

Depletion see Note

Wells Platforms

and Other Facilities

Office

Condominium

Unit and Transportation

Office Furniture

Fixtures and

Eaninment

Forward
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Wells Platforms

and Other Facilities

SCI4BlockC Office

Tara Libro Condominium Office Furniture

Galoc Verde SC 14 Block Unit and Transportation Fixtures and

nnd Subtotal Improvements Enuinmentp.. Total

Accumulated Depletion

Depreciation and

Amortization

Beginnin8 of year P12285641 P280993503 P293279144 P5297974 P2711106 P10362776 P311651000

Depletion depreciation and

amortization expense

for the
year 435172 435172 1334 2055439 581200 3073145

End of
year 12285641 281428675 293714316 5299308 4766545 10943916 314724145

Net Book Values P287554772 P3338342 P290893114 P125693 P5510651 P568558 P297098016

The depletion expense related to petroleum operations amounted to P10.3 million P0.4 million

and P0.8 million in 2009 2008 and 2007 respectively while total depreciation expense related to

general and adminisirative expenses amounted to P2.5 million P2.6 millionand P2.9 million in

2009 2008 and 2007 respectively

The Parent Companys condominium unit and parking slots are collateralized to secure its loan

with United Coconut Planters Bank UCPB outstanding as of December 31 2008 see Note 11

Investments in Associates

The Parent Companys associates are PentaCapital Investments Corporation PentaCapital and

Penta Holdings companies incorporated in the Philippines where the Parent Company holds

40.00% and 13.76% ownership interest respectively PentaCapital also has 29.54% ownership

interest in Penta Holdings making the Parent Companys effective ownership to Penta Holdings at

25.58%

The details of investments in associates carried under the equity method follow

2009 2008

Acquisition costs P188648939 P188648939

Accumulated equity in net earnings

Beginning of year 31205009 22968147

Equity in net earnings for the year 9341596 10236862

Dividends 2000000 2000000
End of year 38546605 31205009

P227195544 P219853948

Following are the summarized financial information of PentaCapital and Penta Holdings as of and

for the years ended December 31 2009 and 2008 in thousands

2009 2008

Penta

Penta Penta Capital Penta

Capital Holdings Restated Holdings

Total current assets P259411 P74994 P223156 P33631

Total noncurrent assets 326710 442846 330011 470525

Forward
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2009 2008

Penta

Penta Peuta Capital Penta

Capital Holdings Restated Holdings

Total current liabilities P76492 P103601 P62603 P105271

Total noncurrent liabilities 3567 3567
Revenue 91758 64739 99393 48787
Costs and expenses 63075 46198 64979 33962

Total comprehensive income 24064 11367 19062 7688

The financial statements of the associates are prepared for the same reporting year as the Parent

Company

The December 31 2008 fmancial statements of PentaCapital were restated to reflect the

recognized unrealized losses on the fair value decline of the reclassified equity securities

amounting to P2.95 millionas part of profit or loss in 2008 and the income tax expense amounting

to P485 million that should have been charged to profit or loss in 2007 the effects to the equity in

net earnings of which are not material and was taken up in the 2009 consolidated financial

statements

AFS Financial Assets

2009 2008

P97464288 P40094902

13127340 10877340

P110591628 P50972242

In 2009 the Parent Company acquired additional investments in quoted shares amounting to

P5.7 million Also the Parent Company recognized its property dividends receivable amounting

to P2.3 million as unquoted shares

In 2007 the Parent Company sold various AFS financial assets at various dates with total cost

of P57.8 million and gain on sale of P0.9 millionwas recognized in the 2007 consolidated

statements of comprehensive income

The following table illustrates the movement of the Net unrealized loss on decline in value of

AFS financial assets

2009 2008

P163032906 P87875938

AFS financial assets in unquoted shares of stock are carried at cost as the fair value bases

i.e quoted market prices are not readily available nor is there an alternative basis of deriving

reasonable valuation as of the balance sheet date

1IIIIOHIUI1II

Quoted shares at fair value

Unquoted shares at cost

Beginning of year

Changes in fair value of AFS financial assets

during the year 51656907 75156968

Realization of fair value adjustment through sale 2254
End of year P111378253 163032906
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portion of the AFS financial assets representing investments in Atlas Consolidated Mining and

Development Corporation ACMDC is collateralized to secure the Parent Companys loan to

UCPB outstanding as of December 31 2008 see Note 11

10 Deferred Oil Exploration Costs

The full recovery of the deferred oil exploration costs incurred in connection with the Groups

participation in the acquisition and exploration of petroleum concessions is dependent upon the

discovery of oil and gas in commercial quantities from the respective petroleum concessions and

the success of the future development thereof

The following table illustrates the movements in the deferred oil exploration costs account

2009 2008

Cost

Beginning of year P862830536 P860073646

Additions 2515630 2756890

End of year 865346166 862830536

Less allowance for unrecoverable deferred oil

exploration costs 41611674 41611674

P823734492 P82 1218862

Under the SCs entered into with the DOE covering certain petroleum contract areas in various

locations in the Philippines the participating oil companies collectively known as Contractors

are obliged to provide at their sole risk the services technology and financing necessary in the

performance of their obligations under these contracts The Contractors are also obliged to spend

specified amounts indicated in the contract in direct proportion to their work obligations

However ifthe Contractors fail to comply with their work obligations they shall pay the

government the amount they should have spent in direct proportion to their work obligations The

Contractors have Operating Agreements among themselves which govern their rights and

obligations under these contracts

The Group together with other participants collectively referred to as the Contractor entered

into several SCs and GSECs with the Philippine Government through the DOE for the

exploration development and exploitation of the contract areas situated mostly in offshore

Palawan where oil discoveries were made The Parent Companys present petroleum revenues

and production costs and related expenses are from certain areas of SC 14 particularly Nido

Matinloc North Matinloc and Galoc

The aforementioned SCs and GSECs provide for certain minimum work expenditure obligations

and the drilling of specified number of wells and are covered by operating agreements which set

forth the participating interests rights and obligations of the Contractor The Parent Companys
share in the jointly controlled assets of the aforementioned SCs and GSECs is included principally

under the Receivable Property and equipment and Deferred oil exploration costs accounts

in the consolidated balance sheets
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The Parent Companys participating interests in the different SCs as of December 31 2009 2008

and 2007 are as follows

2009

44.43000

21.87500

26.10600

41.60800

33.11100

7.21495

7.01750

33.75100

22.50000

339800

22.00000

32.97500

2008

44.43000

21.87500

26.10600

41.60800

33.11100

7.01750

7.01750

33.75100

22.50000

3.39800

22.00000

32.97500

2007

4443000

21.87500

26.10600

41.60800

33.11100

7.01750

28.07000

33.75 100

22.50000

3.39800

22.00000

32.97500

Assignment ofPGO participating interest to the Parent Company
On August 14 2007 PGO assigned its participating interest except participating interest in SC

Block and SC 14 Tara Block to the Parent Company by executing Deed of Assignment and

Assumption

The details of the assigned participating interest are as follows

Area

SC Block Octon
SC 14

Block B-I North Matinloc

Block C-I Galoc
Block C-2 West Linapacan

Participating Interest

in percentage

10000

15.26100

0.62050

2.48200

Carried Interest

in percentage

2.50000

SC BLOCK

In August 2005 Vitol Services Limited Vitol expressed their interest to farm-in into the Octon

Block

In October 2006 Vitol reported the completion of their geophysical and geological studies

including among others the full 3D seismic data interpretation of the Octon structure static and

dynamic reservoir modeling advanced core studies and well and facilities design for the Octon

Field based on single directional well The Vitol reservoir models point to proven area the

North Octon and an area of additional potential South Octon Based on the results of the core

studies the Octon-3 area could also have an upside potential All the areas examined are also

believed to contain significant volumes of gas From their studies and models Vitol had identified

different commercial options for the Octon Field all of which involve ajoint Octon-Galoc

development

Participating Interest

in percentage

Area

SC Northwest Palawan

Block Octon
Block Bonita
Cadlao Block

SC 14 Northwest Palawan

Block Nido
Block Matinloc

Block B-I North Matinloc

Block C-1 Galoc

Block C-2 West Linapacan
Block Retention Block

Tara Block

SC 41 Sulu Sea
SC 53 Onshore Mindoro
SWAN Block Northwest Palawan

Carried cost interest with revenue interest of 1.6500%
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In November 2006 Vitol submitted revised farm-in proposal expressing their desire to continue

to optimize Octon development options and in tandem to re-focus on exploration of other areas

outside of the Octon area and come up with drilling prospect within years time As of

December 31 2006 the Octon consortium was still evaluating the merits of the revised Vitol

farm-in proposal

In March 2007 the farm-in agreement was signed by all the partners of the consortium and

subsequently submitted the same to DOE for approval Furthermore during second quarter of

2007 the consortium drafted new Joint Operating Agreement JOA which replaced the old

SC6A JOA and side agreement or Carried Interest Agreement On September 25 2007 DOE

approved the farm-in proposal of Vitol GPC Investments S.A Vitol GPC Towards the end of

2007 Vitol GPC formed team of geoscientists and engineers tasked to evaluate the viability of

the Octon area in conjunction with the Galoc Field as well as the potential of the Northern Block

In meeting held in Singapore last November 2007 to update the consortium on the ongoing

geophysical and geological studies Vitol focused on two main areas the Barselisa and the Octon

area In the north Barselisa is seen as the primary prospect that they felt warranted further

additional work The shallow prospects on the Malajon-Saddle Rock trend were downgraded

because of trapping and seal risks

In the southern Octon area Vitol identified series of small culminations in the vicinity of Octon

which could add value in case of development The prospectivity of the southern closure of the

Octon structure was also upgraded by the seismic evaluation potential for stratigraphic play

pinching out against Gintu High was also identified

Vitol has asked the Parent Company to retrieve the original processed 3D data from Western Geco

in order to facilitate the upgrading of the two areas prior to the end of the evaluation period in

March 2008

Upon receipt of the full seismic data set from Western Geco Vitol GPC embarked on an in-depth

evaluation of the Octon-Galoc area and the northern sector of the block particularly the Barselisa

Prospect These evaluation studies comprise the activity for Study Phase of the Farm-in

Agreement Study Phase generally was database generation while Phase involved seismic

evaluation and generation/validation of prospects and leads Vitol GPC completed their 3-phase

review in September 2008 They concluded that there is limited potential observed in the block

outside of Octon North while the other identified major prospects are considered high risk

Computed reserves figure for Octon makes it marginal yet developable field As such Vitol

GPCs envisaged future programs for Octon are geared towards development of the field being

tied-back to the Galoc Field

In October 2008 Vitol GPC issued the Project Execution Plan PEP for Octon development and

together with the Work Program and Budget Part of the plan is Vitol GPCs commitment to carry

out significant work program for 2009 and 2010 consisting of pre-sanction activities which are

basically planning strategies leading to fimi development of the Octon Field in conjunction with

the
anticipated Phase of the Galoc Development

Long before the expiration of the initial 25-year term of SC 6A on February 28 2009 TPC

formally submitted the extension request to the DOE Negotiations with regard to the extension

request were still ongoing in late 2008 but the DOE had already indicated granting the extension

on the merit of the submitted future work program for the block
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The Octon Block Consortium adopted the work program submitted by the Technical Advisor Vitol

GPC in late 2008 as the consortiums work commitment which the SC 6A partnership used as its

commitment during negotiations with the DOE for the 15-year extension of the production term of

SC6A The work program consisted of various activities which are basically planning strategies

leading to full development of the Octon Field in conjunction with the anticipated Phase of the

Galoc Field Development In June 2009 letter the DOE approved the extension of the

production term of the Octon Block The 15-year extension shall be for series of three five-year

terms subject to compliance with certain conditions such as yearly submission of work program

and budget and payment of technical assistance and training fund to the DOE The term

extension is reckoned from March 2009

Since the commerciality of the Octon Field depends on it being tied up to the Galoc development

the realization of which had already been delayed by the frequent operations downtime in the

Galoc field GPC proposed and was granted approval by the consortium to re-process some 75

square-kilometers of 3D seismic data in the Octon area in conjunction with the re-processing of

Galoc 3D data as part of the Galoc Phase evaluation activities Geophysical contractor

COGVeritas completed the pre-stack time migration phase last August 2009 while the pre-stack

depth migration was completed towards the end of the year Initial results from the ongoing re

evaluation of the re-processed data indicate much improved image of the Octon reservoir Vitol

GPC is also rebuilding their models in the light of the positive results of the Octon seismic

reprocessing This program now forms the bulk of GPCs revised work program for 2010

possibly extending to 2011

SC6BLOCKB

Production and exploration activities on SC 6B remain suspended as of December 31 2009

During 2nd quarter of 2007 VenturOil Philippines Inc VenturOil in partnership with the

Australia-based Blade Petroleum Philippines Inc Blade extended the coverage of their

technical review of the Northwest Palawan acreages to include the Bonita block The Parent

Company as operator of the block started providing them with technical data on the block under

the cover of Confidentiality Agreement

In August 2007 the consortium agreed to grant Blade/VenturOil three-month exclusivity period

from September 2007 within which they will conduct due diligence and technical studies of the

block with view to preparing farm-in proposal assuming the studies result in positive

outcome Aside from the Bonita block the Blade/VenturOils studies also cover the Tara Libro

North Matinloc and Block D-Retention Block all under SC 14

In August 2008 VenturOil proposed Work Program and Budget WPB which form the basis for

their due diligence during their extended option exclusivity period ending March 2009 Their

proposal included geological and geophysical studies and reservoir evaluation The Bonita

Consortium agreed during the September 2008 partners meeting to adopt this proposed WPB as

the consortiums commitment and justification for the final 15-year extension of the contract term

In March 2009 the negotiations for the extension between the DOE and the Parent Company are

still in process

An extension was granted by the Bonita Block consortium until September 2009 in order for

VenturOil to complete their original and amended work program with the end view of submitting

drilling prognosis and program for the different areas that they are farming into including the

Bonita Block
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Similar to the SC 6A Octon Block TPC had series of negotiations with the DOE during the first

quarter of 2009 for the extension of the production term of sc 6B Bonita Block contract which

expired on February 28 2009 In support of the request TPC submitted VenturOils proposed

work program as the Bonita Consortiums commitment In June 2009 the DOE granted the

extension of the production term of the contract on similar terms and conditions as that of the SC

6A extension and likewise reckoned from March 2009

In October 2009 the Bonita Block Consortium informed VenturOil that they no longer have the

right to the option on the block and that VenturOil should be recognized first by the DOE as

qualified service contractor should they pursue negotiations for farm-in into the block

SC6- CADLAOBLOCK

Blade/VenturOil had bought the 44.9437% participating interest of Phoenix Energy Corporation in

the Cadlao Block in 2007 Blade and VenturOil have had protracted talks with Oriental Petroleum

and Minerals Corporation OPMC to move the reactivation of the Cadlao Field forward On

July 18 2008 Blade became the sole contractor for the Cadlao Block when they finally bought

out OPMCs interests As the new operator Blade requested for and was granted
the final

extension of the Cadlao Block in September 2008 with the reactivation of Cadlao Field as

justification for the extension request Blade had been studying the possibility of re-activating the

field which last produced in 1991 The Parent Company owns 1.65% carried interest in the

Cadlao Field

In 2008 Blade submitted to the DOE their preliminary Plan of Development POD for the Cadlao

Field With the POD Blade committed to re-activate the Cadlao Field via two new production

wells at target total project cost of $100 million

During the early part of 2009 Blade and the DOE had series of negotiations for the fmalization

and acceptance of the POD The POD was finally approved by the DOE on June 17 2009

While these developments were taking place TPC and Blade also negotiated for the latters

purchase of TPCs revenue interest share in the Cadlao Field Up to the end of 2009 negotiations

did not materialize as both parties failed to agree on the acceptable terms and conditions of the

purchase

SC 14

The contract areas covered by SC 14 are situated offshore northwest of Palawan Island Until

April 2004 SC 14 was under the operatorship of Alcorn Production Philippines Inc APP
Blocks and of SC 14 are currently in production stage

In February 2004 VAALCO Energy Inc Alcorn Philippines Inc APP and Altisima Energy

Inc collectively the Seller entered into an Option Agreement the Agreement with Basic

Petroleum and Minerals Inc BPMI OPMC Linapacan Oil Gas Power Corp Nido Petroleum

Philippines Pty Ltd Alcom Gold Resources Corporation Petro Energy Resources Corp Phoenix

Energy Corporation and Trans-Asia Oil Energy Development Corp Trans-Asia and the TPC

collectively the Buyer Under the Agreement the Seller granted the Buyer the option to

purchase the Sellers participating interests in SC and SC14 and subject to approval by the

DOE all the Sellers rights title and interests in and to all of the platforms wells production

facilities and related assets contracts data information and related materials accounts
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payable asserted claims contingent liabilities and non-intercompany accounts receivables

crude oil held or saved in the production facility after the effective date and the jointly

contributed operating expense fund and contingency fund collectively the Interests incident to

its ownership and operation of the SCs

The withdrawal and assignment of the Sellers participating interests to the remaining Consortium

members were finally completed on June 30 2004 The participating interests of the Seller were

assigned on pro-rata
basis to the remaining Consortium members APP was the operator of

SC14 until June 30 2004 As result of the assignment TPC together with OPMC and BPMI

became the joint operators of SC and 14 designating TPC as the lead operator starting July

2004

Beginning March 2004 TPC together with other SC 14 Consortium members received several

proposals from various companies to increase and enhance production in Blocks and and to

revive past oil discoveries in Block of SC 14

TPC as the lead operator implemented number of projects aimed at mitigating operational

hazards at the fields which included repair works on platform decks and pipelines upgrading of

the fire deluge systems at the Matinloc and Nido platforms and routine inspection of the shallow

subsea sections of the production facilities as well as assessing the impact of field operations on

the marine environment The operator likewise installed new three-phase pump system that

sustained production level from the Nido wells

Production from the North Matinloc Field started with trial flow from the North Matinloc-2 well

using different choke sizes on February 23 to 26 2009 At wellhead
pressure

of 290 psi the

well was closed after producing about 1000 barrels during the test flow run The North Matinloc

well resumed its steady state production on April 14 2009 at higher welihead pressure of 420

psi The modest production from North Matinloc-2 augmented production from the Matinloc

Field to satisfy the cargo volume requirement of buyer Pilipinas Shell

The consortium completed total of 11 shipments from the three fields in 2009 mainly with

Pilipinas Shell The yearly crude oil sales agreement with Pilipinas Shell which expired in

January 2010 was eventually renewed in February 2010 The consortium is also considering

negotiating with other buyers especially when Pilipinas Shells schedule does not allow timely

accommodation of SC 14 crude oil production

With regards to the Tara Block and SC 14 Retention Block these two areas are still under

evaluation by VenturOil since 2008 as part of their due diligence leading to possible farm-in The

Tara field is currently shut-in while there is no producing field within the SC 14 Retention

Block

SC 14 c-i Galoc Block

In September 2004 the Parent Company together with other SC 14 Consortium members entered

into farm-in agreement with UK-based and an Australian-based company collectively the

Farminees to farm-in to the Galoc Field in Block of SC 14 The Agreement provides for

among others the designation of the Farminees as the Operator and the assignment of 8.29%

participating interest with the existing Filipino partners carried free in the development of the

production area in exchange for the contribution of the working capital technical expertise and

other resources to develop the Galoc Field

In August 2005 the Galoc Production Company GPC was formed as the special-purpose

company to accept the assigned 58.29% participating interest and assume operatorship of the

Galoc Block
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In August 2006 the consortium secured an approval from the DOE regarding the Galoc Plan of

Development POD Additionally the Department of Environment and Natural Resources

through the Environmental Management Bureau granted the Environmental Compliance

Certificate to the Galoc Area Development which also covers the Octon Field in SC 6A

new JOA that will govern the SC 14 C-i Block affairs was approved and adopted by the

consortium on September 12 2006 after several months of discussions and negotiations among the

consortium members Another important document the Block Agreement that defmed the

distribution to all parties of the revenues from the Galoc field production was also approved and

signed in 2006

For the most part
of the second semester of 2006 GPC focused on reviewing tenders negotiating

and awarding contracts for the various aspects of the Galoc Project particularly for the drilling rig

tubulars and sub-sea facilities and production/storage vessel As of December 2006 GPC was

finalizing the contract for installation of subsea equipment mooring-riser system and process

equipment

During the first quarter of 2007 GPC continued with their preparations for the Galoc development

drilling program scheduled for the third
quarter

of 2007 GPC was finalizing contracts for the

installation of subsea equipment Fabrication of the mooring-riser system and process equipment

were ongoing during the first quarter of the year

In preparation for the development drilling GPC conducted comprehensive review sampling and

tests of existing Galoc and Octon core and rock samples These studies were aimed at minimizing

hazards in drilling and optimizing the overall chances of success in the drilling of the wells

The drilling rig Energy Searcher arrived at the Galoc location on October 2007 GPC

immediately drilled the top holes of the Galoc-3 03 and Galoc-4 G4 production wells As

planned Pilot Hole from the G4 location was also drilled and this confirmed both reservoir

properties and presence of hydrocarbons in the southern sector of the Galoc field as anticipated in

the approved POD

GPC entered into Crude Agency Agreement with Vitol Asia Pte Ltd for the marketing of their

share of the Galoc production and offered the same marketing arrangement to the other partners

including the Parent Company

With the completion of the drilling of the 03 sidetrack-I and G4 wells in early January 2008 the

consortium concluded the drilling activities associated with Galoc Phase Development The rig

remained in the location for the installation of the subsea trees and completion and flow cleaning

of the wells Both the 03 Sidetrack-i and the 04 wells flowed oil to the surface at better than

expected rates The clean up flow confirmed both well and completion integrity and their ability

to flow to the surface Immediately after the clean-up GPC commenced the installation of subsea

facilities and the mooring and riser system MRS for the storage vessel using the construction

vessel Lewek Champion The installation was completed on March 29 2008

The Floating Production and Storage Offloading FPSO vessel Rubicon Intrepid arrived at the

Galoc Site on May 11 2008 but actual hook-up commenced on May 21 2008 but had to be

discontinued due to adverse weather survey of the laid down MRS revealed significant damage

to at least sections of the equipment which needed replacement GPC likewise discovered leaks

in the lower riser package that also needed repair The operator immediately commenced repair

works on the damaged sections and the entire procedure extended throughout September 2008

Repairs and re-installation of the MRS was completed on October 2008
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The Galoc Field finally commenced production on October 2008 initially with the G3 The

other well G4 was opened on October 13 2008 at controlled choke openings for clean-up flow

As of December 21 2008 the G3 and 04 are still under Extended Production Testing EPT
period revenue arising from G3 and G4 will be reported after the EPT period which ended on

June 19 2009

In December 2008 block operator GPC conducted an emergency disconnection of the FPSO from

the MRS which was damaged as result of the disconnection and laying down of the MRS on the

seabed brought about by the adverse weather conditions at the time Severe weather condition

persisted for about month Repair on the subsea facilities commenced in mid-January 2009

GPC took advantage of the temporary shutdown of the field to propose design and install Hold

Back Mooring System HBMS on the FPSO as an additional measure to counter the difficulties in

maintaining position and to moderate the effects of disconnection to facilities and operations

The installation of the HBMS and the repair works and modifications to the existing MRS were

completed on the 4th week of February 2009 The field finally started producing again on

February 25 2009 at an initial stabilized rate of 17200 barrels of oil per day However inclement

weather persisted during most of the middle part
of the year which prompted the operator to carry

out disconnection of the FPSO and the MRS on different occasions resulting in major operational

glitches and operational downtime Overall the Galoc Field had 64% production uptime since it

started producing in October 2008 until end of 2009 During this period the field produced total

of 3578650 barrels By the end of 2009 the field was producing at rate of 10350 barrels per

day

In 2009 the 182-day EPT for the Galoc Field ended The EPT was granted by the DOE in August

2006 to allow GPC to filly assess the viability of long term production from the field The

gathered data from the EPT period proved sufficient for this goal thus the EPT was terminated on

June 19 2009 and commerciality of the field declared on June 22 2009 with effectivity on

June 19 2009

TPCs interest in Galoc has increased from 7.0 1750% to 7.2 1495% effective June 30 2009

following the execution of the sale by Petro Energy Resources Corp and Alcorn Gold Resources

Corporation of their respective equities in the Galoc Block

As of February 2010 3PC have completed twelve 12 crude oil shipments involving

approximately 3897000 barrels Galoc crude buyers included several foreign firms as well as

the state-owned Petron Corporation

As part of the assessment of the Galoc Field for possible Phase development GPC embarked on

re-processing of 3D seismic data covering the Galoc and the adjacent Octon area in SC 6A The

results are expected to contribute to better understanding of the Galoc structure and to identify

locations for drilling new development wells CGGVeritas in London U.K was contracted to the

re-processing work which ran from March to December 2009 The resulting pre-stack time

migration PSTM and pre-stack depth migration PSDM data volumes are currently being used

in the ongoing evaluation of the Galoc Field

An ongoing series of technical workshops among the Joint Venture partners aims to develop

strategies for second phase development of the Galoc Field Focus is centered on confirmation

of additional reserves and locating design drilling and completion of additional production wells

to filly maximize the fields production potential On the production facilities that will be put up
GPC initially had few choices for the production vessel including retaining the existing FPSO
As of February 2010 when all options have been thoroughly evaluated the Consortium is now left

with the option of retaining the FPSO but with major modification introduced to its MRS
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Timing for these further development activities is seen towards the second half of 2010 with

final investment decision expected to be made in May 2010

Sc 14 C-2 West Lfnapacan Block

In December 2006 Framework Capital Solutions Pte Ltd backed out of their farm-in initiative

into the West Linapacan Block They cited as reasons the results of the Gaffhey-Cline study that

point to the very high technical risks involved in the re-activation of the West Linapacan Field

Also the recent changes in the top management of their technical partner Philippine National Oil

Company Exploration Corporation PNOC-ECwhose key persons they were initially dealing

with have since resigned and been replaced added to the already difficult course of negotiations

with number of consortium members

In January 2007 Pitkin Petroleum Limited Pitkin submitted farm-in proposal for the West

Linapacan Block for them to earn 70% participating interest in exchange for carrying the farming-

out parties in the drilling of one exploration well The Parent Company was authorized by the

West Linapacan consortium to give counter-proposal to the farminee patterned after the Galoc

deal that is full carry to first oil for 75% participating interest

At the same time that Pitkin expressed its intention to farm-in the Parent Company also received

expressions of interest from Singapore-based Pearl Energy Ltd Pearl Energy and Yilgarn Gold

Limited of Australia Yilgarn to evaluate the West Linapacan Block Eventually Yilgarn and

Pearl Energy decided not to pursue their interest while Pitkin submitted revised farm-in

proposal for the consortiums consideration

The farm-in offer of Pitkin is essentially multi-phased approach to exploring the potential of the

block and developing existing and if found new fields in the block For Phase Pitkin offers to

conduct full 3D seismic reprocessing and interpretation petrophysical and stratigraphic studies

and reservoir engineering studies Under Phase of the proposal they offer to drill one well

conduct sub-sea inspection of the facilities and re-certi1 reserves volumetrics which are all at the

discretion of Pitkin The proposed Phase will involve the development of one field up to

commercial firstoil again the conduct of which is at the discretion of Pitkin

In partners meeting held in April 2007 the West Linapacan consortium responded to Pitkins

farm-in proposal and asked for improvement on certain provisions on the terms of the offer

Principally the consortium asked for the reduction of the time frame for the farm-in program from

Pitkins six years to three years The consortium also asked for 50%-50% split in the sharing of

the historical cost account for Pitkins pay 100% to earn 75% offer The consortium likewise

asked for similar production bonus scheme as in the Galoc deal where the farming out parties

receive bonuses at production start-up
and when cumulative production reaches specific

benchmark levels

Pitkin accepted these revisions proposed by the farmors but refused to accept liabilities for the

plugging and abandonment of the existing wells thus paving way for protracted negotiations

Finally in November 2007 the parties agreed that since Pitkin would not share in the

abandonment cost of the existing West Linapacan wells the costs related to the drilling of these

wells amounting to approximately $80.0 millionwould be excluded from the farm-in In effect

Pitkin would only share in effectively $12.0 million of the historical cost and this share will only

be assigned to Pitkin upon completion of Phase or effectively firstoil
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The Pitkin farm-in agreement was signed in May 2008 and the same were submitted to the DOE in

June 2008 for evaluation and approval In late 2008 Pitkin started implementing some of its

farm-in commitments in the West Linapacan Block and by February 2009 had completed the

seismic re-processing by Western Geco Other geophysical and geological studies were

completed although delayed by few months as per project timeline These are the Seismic

Reservoir Characterization Study including Seismic Inversion by Schlumberger which was

completed in July 2009 the Sequence Stratigraphic Study and Petrophysics by Isis Petroleum

Consultants in September 2009 and the Conceptual Engineering Study for the West Linapacan

field by OPE Inc towards the end of 2009 TPC is carried in all of these activities as well as

in the drilling of development well up to first oil

Because of the unexpected delays in the completion of the studies Pitkin sought for an

extension of its Phase work commitments which expired in August 2009 as per the farm-in

agreement The West Linapacan Consortium granted the extension with the issuance of an

executed amendment to the farm-in agreement such that the completion of the Phase work shall

be on or before June 30 2010

Based on the integrated results from the abovementioned technical studies and using wide range

of evaluation techniques Pitkin has developed concept with which new well/s will be drilled

completed and produced Since the West Linapacan Field is expected to be highly-fractured as

confirmed from the previously drilled production wells Pitkin is looking at drilling sub-horizontal

section/s that will follow fracture trends that will yield optimum flow rates The producing

wellbore sections will use smart completion technologies enabling the isolation of sections

where formation water breaks through With regard to the production facilities Pitkin proposes to

put up turret-mounted storage vessel with on-board processing facility which they presented to

the
partners

for consideration during January 2010 technical meeting The consortium has asked

the operator to continue to explore other cost-effective technologically feasible development

concepts for the field

SC 41

In 2003 the SC 41 shallow and deep water areas Block and Block respectively were

unitized The
Filipino Group as defined in the Operating Agreement assigned to Unocal Sulu

Ltd lJnocal the block operator the excess of their aggregate 15% participating interest in

exchange for free
carry

in the next exploratory drilling in the block

In early 2005 Unocal withdrew from the service contract The other partners namely Sandakan

Oil LLC BHP Billiton and Trans Asia Oil Energy Development Corp have likewise

withdrawn leaving small all-Filipino consortium The continuing partners negotiated for

reduction in its Year work commitment Under Basic Energy Corporation formerly Basic

Consolidated Inc which was designated as the lead operator the new consortium implemented

geological and geophysical program in lieu of well commitment As result of the unitization

and assignment the Parent Company which used to have participating equity of 9.125% in

Block now has 3.398% participating interest in the entire contract area

In early 2006 the consortium chose Tap Oil Phils Ltd Tap Oil over other candidate farminees

Mitra Energy Ltd and Pearl Energy Ltd which are both based in Singapore and Burgundy Global

Exploration Corp local firm Tap Oil offered to carry
the farming out parties full

carry
in the

costs of full 3D seismic acquisition program and in an option well

Tap Oils entry into the SC 41 was formalized on June 23 2006 the date their farm-in became

effective
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Tap Oil requested and was granted approval for an extension of Contract year and Contract Year

10 as result of delays in the implementation of the 3D seismic commitment The survey was

eventually carried out from May to July 10 2007 using MJV Voyager of CGG Veritas Services

acquiring for the consortium some 750 sq km of prime 3D data and 250 sq km of infill data Data

processing in Singapore was completed in December 2007 Salamander Energy Phils Ltd

bankrolled the greater part of the seismic program as its commitment for the farm-in into SC4

Salamander and Tap Oil now hold 35% and 50% interest on the block respectively with the

remaining interest being shared by the Filipino partners

In early 2008 Tap Oil advised the partners of the possibility of drilling back-to-back wells starting

mid-July The Parent Company is carried only in the drilling of the first well

In May 2008 Tap Oil presented for approval by the consortium the program and budgets for the

Lumba Lumba-1 well alongside potential second well which they might drill back to back The

Lumba Lumba- well was programmed to test multiple reservoir targets in series of interpreted

channel and fan complexes with planned minimumtotal depth of 2250 meters

Tap Oil spudded the well on July 19 2008 using the semi-submersible rig TransOcean Legend
while drilling the top sections of the hole the operator observed subsidence Tap Oil decided to

plug the well and moved the rig to new location and spudded the Lumba Lumba-1A well on

July 27 2008

Based on wireline logs and drilling returns the Lumba Lumba-1A did not encounter reservoir

quality formation as its two shallow primary objectives and as the wellbore conditions

deteriorated Tap Oil decided not to proceed to the deeper secondary objectives The said well

was eventually plugged and abandoned as dry hole on August 20 2008

Tap Oil requested and was granted an extension of the term of SC 41 to undertake seismic data re

processing and inversion Tap Oil aims to rectify seismic data quality issues the result of which is

seen to greatly contribute in the de-risking of numerous prospects and in the selection of the next

prospect for drilling DownUnder Geosolutions Pt Ltd of Australia was contracted to perform

the data processing work In March 2009 the contractor has completed about 60% of the whole

tasks which will also include seismic inversion rock physics and lithological/liquid analysis

Following the unsuccessful drilling of the Lumba Lumba-l/IA well in 2008 Tap Oil proposed to

undertake pre-stack data migration and inversion of their Alpine 3D seismic data in Sulu Sea Tap

Oil aimed to rectify seismic data quality issues the result of which is seen to greatly contribute in

the dc-risking of the numerous prospects in the block and is integral to the selection of the next

prospect for drilling They contracted the Australia-based geophysical contractor DownUnder

Geosolutions to perform the re-processing and data inversion The contractor completed the 3D

seismic data re-processing and delivered the full inversion data volume and processing report in

July 2009 For the rest of the year they continued to work on the re-evaluation of the entire SC 41

block and have started to undertake promotional campaign to invite potential new partners into

the Sulu Sea block

SC 53

GSEC 98 Onshore Mincloro Block expired on September 23 2003 An extension was granted to

the consortium to formalize farm-in negotiations with the Philippine National Oil Company

Exploration Development Corporation PNOC-EDC Other firms including Laxmi Organic

Industries Ltd Laxmi of India and Vamex of Vietnam also expressed their interest in GSEC 98
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TPC negotiated its continued participation in the exploration of the block as carried partner

Only Laxmi continued on with application for new contract as PNOC-EDC and Vamex later

dropped out of the initial negotiations The DOE eventually awarded SC 53 to Laxmi in July

2005 The Parent Company and Laxmi both executed Participation Agreement in August 2005

which was formally approved by the DOE in February 2006

As block operator Laxmi self-financed the conduct of geophysical studies which include among

others geochemical sampling and satellite imagery data interpretation The initial results

validated lot of the prospects and leads previously identified in the Mindoro Block These

studies constituted the accomplishments of the consortium for the Sub Phase of the contract

In June 2007 Laxmi indicated that they are withdrawing from the block and will use the requested

two months extension on the decision deadline to proceed to Sub-Phase to farm-out as its way of

exiting SC 53

Laxini had invited Pitkin with whom they executed farm-in agreement in September 2007

Pitkin offered to pay 100% of the seismic program costs of $3.0 million in exchange for Pitkin

earning 70% interest and the operatorship of the block The Pitkin farm-in agreement was

submitted to DOE on September 2007 and was approved on June 11 2008 In July 2008 Pitkin

presented the programmed activities and budget for the blocks First and Second Sub-Phases The

program consists of firm geological geophysical commitments seismic acquisition processing

and interpretation and contingent tasks additional onshore seismic and new offshore seismic

surveys among others

major component of the initial sub-phases work program of Pitkin is the Magneto-Telluric

Survey by Phoenix MT which commenced on September 2008 Twenty-six stations have been

completed and work on the remaining stations will commence after the contractor completes its

other work assignment in another area Another major component of the Sub-Phase work

program the 200 line-km onshore seismic survey is scheduled to begin in April 2009 Pitkin is

now finalizing evaluation of the technical bids of four seismic acquisition contractors

During the first
quarter of 2009 block Operator Pitkin continued with the interpretation of the

acquired magneto-telluric partial data for the 68 stations covered by the survey the results of

which were incorporated in the design of the planned 2D seismic acquisition earlier set for April

2009 For the seismic survey tenders were sent out as early as late 2008 the received bids were

evaluated and geophysical contractor the Chinese geophysical contractor BGP Inc was

selected

In April 2009 Pitkin requested for the extension of Sub-Phase for Pitkin to acquire its onshore

seismic commitment for SC 53 In response to Pitkins request the DOE merged the first sub-

phases to form new Sub-Phase July 2005 to March 2011 with the work commitment of

minimum 200 line-km 2D seismic acquisition and drilling of one well The new Sub-Phase will

be for the period March 2011 to July 2012 with commitment to drill wells The DOE likewise

increased the Onshore Mindoro Block area from 600000 hectares to 734000 hectares

Pitkins seismic acquisition program which was originally scheduled to commence in April was

deferred to November 2009 when weather conditions are more favorable for onshore seismic

acquisition Actual recording started at the San Jose Area in late November 2009 and as of

February 21 2010 BGP Inc had acquired 95.45 line-kilometers which translate to 47.47% of the

programmed 200.85 line-kilometers
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SWAN Block

Despite the inclusion of the SWAN Block in the areas bidded out by the government under the

first Philippine Contracting Round the consortium did not receive any notification from the DOE
that they were rescinding the application As there was no company that bid over the area the

consortium initiated the conversion of the GSEC application into full service contract

application However the DOE granted instead new service contracts that both partially covered

the area being applied for PNOC-ECs SC 57 and SC 58 were awarded in September 2005 and

January 2006 respectively

In January 2007 the Parent Company explored the possibility of including the SWAN Consortium

in both the new contracts through letter to PNOC-EC Under the proposed participation set-up

the Parent Company will get 15% carried interest in each of SCs 57 and 58 In exchange the

Parent Company will assign to PNOC-EC 5% participating interest in SC 14 West Linapacan

Block

PNOC-EC agreed in principle to the proposal and asked and have been granted ample time to

conduct due diligence to evaluate the merits of the proposed interest swap For the rest of 2007

they continued with their review of the offer As of December 2008 however TPC has not

received any firm indication of PNOC-ECs response

In November 2009 PNOC-EC advised TPC that their technical and legal groups continue to

evaluate the relevant data that TPC had provided PNOC-EC to assess the blocks potential and the

merit of TPCs proposed participation in SC 57 and SC 58 blocks

SWPalawan

The application for new GSEC which was earlier submitted by an all-Filipino consortium led by

operator Trans-Asia Energy Development Corporation remained pending with the DOE The

block was also included in the first Philippine Contracting Round but no company bidded over the

area This application was supposed to replace the expired GSEC 64 which counted among its

members Shell Philippines Exploration B.V Shell When Shell withdrew from all exploration

activities in the country and thus from the SW Palawan block many consortium members

including Trans-Asia expressed their intent not to participate in further exploration activities on

the block

Despite the several wells drilled in the SW Palawan basin no commercial discovery had been

made thus far In view of this TPC no longer sees any technical justification to participate in any

exploration activity in the area In 2005 TPC made provision for probable losses on the

deferred exploration costs related to SW Palawan amounting to P4.1 million

GSEC 75

TPC has signed an Option Agreement with Reliance Oil and Gas Company ROGC Filipino

corporation for an option to buy back at most 10% participating equity in GSEC 75 ROGC had

signed farm-in agreement with the PNOC-EDC the then operator of the block wherein ROGC
could earn as much as 75% equity participation for drilling up to two wells The farm-in

agreement between PNOC-EDC and ROGC did not push through As such the Option

Agreement between the ROGC and TPC did not materialize In 2004 TPC fully provided

provision for probable losses on the deferred exploration costs related to GSEC 75 amounting to

P37.5 million

iuiinnuiirnuii



42

11 Loans Payable

Loans payable outstanding as of December 31 2008 follows

UCPB P65000000

Metropolitan Bank Trust Co MBTC 31724515

PentaCapital see Note 15 25000000

P121724515

UCPB
On February 29 2008 the Parent Company was granted with P70.0 million credit facility by

UCPB given out through staggered promissory notes As of December 31 2008 the total

promissory note lines availed amounted to P65.0 million with interest ranging from 12.25% to

12.50% per annum and term of 90 days The promissory notes were renewed as follows

P55.0 million on October 24 2008 P5.0 million on November 25 2008 and P5.0 million on

December 19 2008 On January 2009 the Parent Company availed an additional P5.0 million

and an additional accommodation of P5.0 millionon March 2009 The Parent Company fully

paid these loans in 2009

On March 12 2009 the Parent Company was granted with P50.0 million renewal of credit facility

by UCPB which is valid until February 28 2010 As of December 31 2009 the Parent Company
did not make any availment of any credit line

As of December 31 2008 the loan is collateralized by the Parent Companys condominium unit

and its parking slots and investment in shares of stock of ACMDC see Notes and

MBTC
On December 23 2008 based on the existing loan MBTC agreed to amend the terms and

conditions of the Parent Companys outstanding obligation The following are the new terms and

conditions based on the restructuring agreement

Principal amount of P30.5 million

Payable in six months

Interest rate of 10.00% fixed for the entire term

Interest is payable monthly in arrears and the principal is P1.0 million month with balloon

payment estimated amount of P26.7 million at the end of the term

Collateralized by two commercial vacant lots

Payment of P1.2 millionon December 23 2008 to partially settle the principal obligation and

to fully update the interest due

In 2009 the Parent Company fully paid the said loan

The two commercial vacant lots used as collateral for the restructured loan are owned by related

party

Pcntacapital

In December 2004 the Parent Company entered into an agreement with PentaCapital to obtain

loan facility amounting to P50.0 million The loan which bears interest of 14% is secured by

pledge of the shares of stock of PentaCapital and Penta Holdings owned by the Parent Company
As of December 31 2007 the Parent Company had drawn P45.0 million from this facility
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The Parent Company availed of an additional P10.0 million in 2008 and paid P30.0 million of its

outstanding obligation on July 28 2008 On January 28 2009 the Parent Company availed an

additional P5.0 million The Parent Company fully paid these loans in 2009

Interest expense from these loans amounted to P5.2 million and 13.2 millionfor the years ended

December 31 2009 and 2008 respectively

12 Accounts Payable and Accrued Liabilities

2009 2008

Accrued liabilities P6426727 P2145226

Accounts with partners see Note 5151086 5151086

Withholding taxes 686532 509711

Advances from related companies see Note 15 3054250
Accrued interest see Note 15 7861430
Others 1841952 3352220

P14106297 P22073923

13 Equity

The details and changes in the Parent Companys issued and subscribed shares follow

On issued shares

On May 2006 the Parent Company and Vulcan Industrial Mining Corporation VIMC
related party entered into deed of absolute assignment whereby VIMC assigned and transferred

407 12557 at 1.00 per share of the Parent Companys shares owned by VIMC back to the Parent

Company by way of dacion en pago in settlement of the VIMCs obligation to the Parent

Company amounting to P40.7 million
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2009

Number

of Shares

2008

Number

of Shares

2007

Number

of SharesAmount Amount Amount

Common

Beginning of

year 153494911147 P1534949112 15291 8fl91 89 1.529187292 152763286100 P1527632861

Issuance of

shares 1005364407 10053644 576181958 5761820 155443089 1554431

End of year 154500275554 P1545002756 153494911147 P15349491 12 152918729189 P1529187292

On subscribed shares

2009 2008 2007

Number Number Number

of Shares Amount of Shares Amount of Shares Amount

Common

Beginning of

year 133140 P1331 576315098 P5763151 731115500 P7311155

Subscriptions

of shares 38373761071 383737611

Issuance of

shares 1005364407 10053644 576181958 5761820 154800402 1548004
End of year 37363529804 P373685298 133140 P1331 576315098 P5763151
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In the same year the Parent Company sold the shares received from VIMC through stock broker

for P42.3 million The excess of the proceeds over the cost of the said shares amounting to

P1.6 million was recognized as Paid-in capital from sale of treasury shares in the equity section

of the consolidated balance sheets

In 2008 576181958 subscribed shares were fiuliy paid and issued Out of the total subscribed

shares issued 388906785 delinquent subscriptions were sold through auction on February 18

2008 and the Parent Company received total proceeds from the sale amounting to P2.5 million

inclusive of interest

On May 26 2008 the Parent Company filed Registration Statement covering 38373761071

offer shares at P0.0 par value per share with the SEC in accordance with the provisions of the

Securities Regulation Code The registration was approved by the SEC on September 18 2008

On February 15 2008 the Parent Company filed its application for listing and trading of the offer

shares in the First Board of the PSE and the PSE approved the application on September 24 2008

On October 28 2008 the Parent Company requested for the deferment of the original offer period

set for November 3-28 2008 to January 15 to February 11 2009 and the amendment of the terms

of the stock rights offering to change the minimum initial payment for subscription from 50%

upon subscription and the balance upon call not later than December 31 2009 to 25% upon

subscription 25% after 60 days from the end of the offer period and the balance upon call not later

than December 31 2009 The PSE approved the same on October 29 2008 similar application

for deferment of the original offer period and amendment of the minimum initial subscription

payment was filed with the SEC On November 2008 the SEC approved the deferment of the

offer period

The Parent Companys 1-for-4 stock rights offering concluded on February 11 2009 Out of the

38373761071 shares offered total of 4901829468 shares were taken up by way of regular

subscriptions with an aggregate value of P15.3 million The remaining 33471931603 shares

with the corresponding 25% payment of P83.7 millionwere taken up pursuant to the underwriting

commitment of PentaCapital

On April 13 2009 the SEC had approved the Parent Companys increase in authorized stock from

155000000000 shares with par value of P0.01 each to 200000000000 shares with par value of

P0.0 each

On November 11 2009 the BOD approved that the 50% balance on subscriptions to the Parent

Companys 2009 stock rights offering shall be called for payment by the BOD no later than

December 31 2010 instead of December 31 2009

In 2009 management believes that the long outstanding dividends payable declared in 1980 to

1989 may no longer be claimed by the eligible stockholders As such the Parent Company
reverted back said dividends payable amounting to P5.0 millionto retained earnings However

any future valid claims of the dividends will still be honored by the Parent Company
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2009 2008 2007

Net income P108605259 P15100065 P28055657

Weighted average number of common shares

issued and outstanding during the
year 185201734604 153382211326 153495044287

Basic earnings per share P0.0006 P0.0001 P0.0002

Net income P108605259 P1 5100065 P28055657

Weighted average number of common shares

issued and outstanding during the year

including potential common shares 185201734604 174185044496 153495044287

Diluted earnings per share P0.0006 P0.0001 P0.0002

As of December31 2008 the equivalent potential common stock was from the Parent Companys
stock rights offering There is no potential common stock issued during the years ended

December 31 2009 and 2007 that could have dilutive effect on the earnings per share

computation

15 Related Party Disclosures

Related party relationship exists when the party has the ability to control directly or indirectly

through one or more intermediaries or exercise significant influence over the other party in

making financial and operating decisions Such relationships also exist between and/or among
entities which are under common control with the reporting entity

and its key management

personnel directors or stockholders In considering each possible related
party relationship

attention is directed to the substance of the relationships and not merely to the legal form

The Group in the normal course of business has transactions with related parties which

principally consist of loans and cash advances

Amounts due from related companies are summarized as follows

Advances to Related Companies Accrued Interest Receivables

Relationship 2009 2008 2009 2008

Alakor Corporation Alakor Shareholder P10000000 P10000000 P190000 P527084

Fil-Energy Corporation Under common control 4753762 4753762 16166435 16166435
Ocean Composite Yacht Inc

OCYI Under common control 4500000 4500000 2955344 2955344

VIMC Shareholder 3356629 3356629 2175864 1862945

Pacific Rim Export Holdings

Corp Primex Under common control 1114118 11 14118 722935 722935
Minoro Mining and Exploration

Corp Under common control 1031279 1031279

UPMC Under common control 732819 708822

25488607 25464610 22210578 22234743

Less allowance for impairment

losses 5614118 5614118 3678279 3678279

P19874489 P19850492 P18532299 P18556464

Management believes that the full amount of receivables from OCYI and Primex are no longer

collectible Accordingly the Parent Company provided full valuation allowance for its total

receivables from OCYI and Primex
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Outstanding balances at year-end are due and demandable unsecured and settlement occurs in

cash unless otherwise indicated There have been no guarantees provided or received for any

related party advances

Amounts due to related companies are summarized as follows

Relationship 2009 2008

PentaCapital Associate P.- P25000000

Shareholder

F- P25000000

The Parent Company has underwriting commitment fee to PentaCapital in relation to the

stock rights offering amounting to P1.0 million which was paid in April 2009 following the

approval of increase in capital stock

Loans and advances from related companies bear interest ranging from 12.00% to 1.00% per

annum which are payable on demand

The interest income and interest expense from the Parent Companys advances to/from related

companies follows

Interest Income Interest Expense

2009 2008 2007 2009 2008 2007

Alakor P809653 P527083 P.- P665555 P730000 P2439206

VIMC 312919 313776 3039590

PentaCapital 1310556 5228889 P3933194

Euronotc Profits Ltd 472040 846822

APHC 618894 1499542

Shareholder and others 322478 652082 650301

P1122572 P840859 P3039590 P2298589 P7701905 P9369065

The compensation of key management personnel are as follows

2008

P6763054

3746300

P10509354

2007

P5058171

3428400

P8486571

16 Share in Costs and Operating Expenses

2009 2008 2007

Petroleum operations P157116493 P80465658 P117595090

Personnel cost 5892313 4591030 3820232

P163008806 P85056688 P121415322

IIflAIHIUNPII

Loans Payable

Advances from

Related Companies

2009 2008

F-

3054250

P- P3054250

Short-term employee benefits

Post-employment benefits

2009

P7472674

6875839

P14348513
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17 General and Administrative Expenses

Personnel cost see Note 18

Dues and subscriptions

Outside services

Taxes and licenses

Transportation and travel

Entertainment amusement and recreation

Utilities

Repairs and maintenance

Supplies

Insurance

Advertising

Others

2009

P28500251

5953349

4861125

2511342

1789836

1378796

1074421

1041448

337049

272046

195508

702882

P48618053

2008

P18373829

2183010

4207876

669533

1448296

1273906

1411905

951781

218561

265134

85490

115821

P31205142

2007

P148815 15

3266877

3327928

901450

2664362

1072283

1087150

806366

611824

262475

236678

841696

P29960604

18 Retirement Benefits

The Parent Company has funded noncontributory defined benefits retirement plan covering its

regular permanent employees Retirement benefits cost are based on the employees years of

service and final covered compensation

Retirement benefits cost included in personnel cost account recognized in the consolidated

statements of comprehensive income amounted to P6.9 million P3.7 million and P3.4 million for

the years ended December 31 2009 2008 and 2007 respectively and consist of the following

2009 2008 2007

Current service cost P1540906 P1598000 1690500
Interest cost 2417135 2497400 1969100
Past service cost 3730776

Expected return on plan assets 812978 764000 947300
Amortization of actuarial loss 414900 716100

P6875839 P37463 00 P3428400

The actual retwns on plan assets amounted to P1.3 million P1.0 million and P0.7 million in 2009
2008 and 2007 respectively

The net retirement benefits liability asset was derived as follows

Present value of the defined benefits obligation

Fair value of plan assets

Unrecognized past service cost

Cumulative unrecognized net actuarial loss

2009

P45310110

32520095

12790015

7303624
6392716
P906325

2008

P24 17 1347

16259552
7911795

693959
P7217836
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The movements in net retirement benefits liability asset recognized are as follows

2009 2008

Beginning of year P7217836 P3471536

Retirement benefits costs 6875839 3746300

Contribution 15000000
End of year P906325 P7217836

The changes in the present value of the defined benefits obligation are as follows

2009 2008

Beginning of year P24171347 P27749400

Current service cost 1540906 1598000

Interest cost 2417135 2497400
Past service cost 11034400
Actuarial losses gains due to

Change in assumptions 1720282 10478241
Experience adjustments 4426040 2804788

End of year P45310110 P24171347

The changes in the fair value of plan assets are as follows

2009 2008

Beginning of year P16259552 P15279664

Contribution 15000000

Expected return on plan assets 812978 764000

Actuarial gains 447565 215888

End of year P32520095 P16259552

The latest actuarial valuation of the plan is as of December 31 2009 The principal actuarial

assumptions used to determine retirement benefits costs are as follows

2009 2008 2007

9.21% 10.00% 9.00%

5.00% 5.00% 5.00%

5.00% 5.00% 10.00%

2009

99.25%

0.08%

0.67%

100.00%

2008

88.45%

0.19%

11.36%

100.00%

ivouniiurnia

Discount rate

Investment yield

Salary increase

The major categories of plan assets as percentage of the fair value of total plan assets are as

follows

Fixed income securities

Deposits in banks

Others
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The experience adjustments arising from the changes in the defmed benefits obligation and plan

assets for current and last four years are as follows

2009 2008 2007 2006 2005

Present value of the defined

benefits obligation P45310110 P24171347 P27749400 P28129500 P11537548
Fair value of plan assets 32520095 16259552 15279664 13532362 11037015

Deficit 12790015 7911795 12469736 14597138 500533

Experience adjustments on

plan obligation 6146322 7673453 4039700 14325670

Experience adjustments on

plan assets 447565 215888 199998 612386 159282

The retirement plan calls for annual contributions covering the current service cost for the period

plus payment toward funding the actuarial past service liability which has been accrued as of

December 31 2009 and 2008 The Parent Company expects to contribute P2.8 million in 2010

19 Income Taxes

The details of provision for current income tax are as follows

2009 2008 2007

MCIT P1186807 P647289 P1144234

Final taxes 300176 4392 300137

P1486983 P651681 P1444371

The Parent Company did not recognize deferred tax assets on the following items as

management believes that it is more likely than not that the Parent Company will not be able

to realize the deductible temporary differences and the carryforward benefits of these items in

the future or prior to their expiration

2009 2008

Deductible temporary differences on

Provision for probable losses P41611674 P41611674

Allowance for impairment losses 12719957 12719957

Retirement benefits and unamortized

past service cost 11206860 7217836

Unrealized foreign exchange loss 3493877 1281749

Carryforward benefits of

NOLCO 2007380 15091328

MCIT 2978330 3093817

As of December 31 2009 NOLCO and MCIT that can be claimed as deduction from future

taxable income and used as deduction against future income tax liabilities respectively are as

follows

Year incurred Expiry date NOLCO MCIT

2009 2012 P1186807

2008 2011 9786203 647289

2007 2010 1144234

P9786203 P2978330

iiiiuiiniuim



2009 2008

NOLCO

Beginning of year P15091328 P32758966

Additions 15091328

Applications 5305125
Expirations 32758966
End of year P9786203 P15091328

MCII

Beginning of year P3093817 P3197423
Additions 1186807 647289

Expirations 1302294 750895
End of year P2978330 P30938 17

Deferred tax liability represents the tax effect of the following taxable temporary differences

as of December 31 2009 and 2008

2009

P7165295

613528

P7778823

2008

P1596162

2200891

P3797053

As of December 31 2009 deferred tax asset on NOLCO amounting to P2.3 million was

recognized to the extent of deferred tax liability on taxable temporary differences of

P7.8 million

The reconciliation of provision for income tax computed at the statutory income tax rates to

the provision for income tax follows

2863094

2802479

1591538
327272

151530
1917

723

P347.867

7719092

3582902

267597

7062
2730

18981
P1790797

2524872

2898005

4283394
488123

10749
2205

P1444371

INIIHUIINU
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The movements in NOLCO and MCIT are as follows

Unearned crude oil lifting

Unrealized foreign exchange gain

2009 2008 2007

P32685938 P5911802 P103250 10

30980250 8325147 4699281

Provision for income tax computed at the

statutory income tax rates

Additions to reductions in
Non-taxable income

Deductible temporary differences

NOLCO and MCIT for which no

deferred tax assets were recognized

Equity in net earnings of associates

Application of NOLCO for which no

deferred tax assets were recognized

in
prior years

Nondeductible expenses

Interest income subjected to final tax

Dividend income

Gain on sale of AFS financial asset

subjected to final tax

Effect of change in tax rates

Provision for income tax
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The Republic Act RA No 9337 or the Expanded-Value Added Tax E-VAT Act of 2005

took effect on November 2005 The new E-VAT law provides among others for change in

RCIT rate from 32% to 35% for the next three years effective on November 2005 and 30%

starting January 2009 The unallowable deductions for interest expense was likewise

changed from 38% to 42% of the interest income subjected final tax provided that effective

January 2009 the rate shall be 33%

On July 2008 RA 9504 which amended the provisions of the 1997 Tax Code became

effective It includes provisions relating to the availment of the optional standard deduction

OSD Corporations except for nonresident foreign corporations may now elect to claim

standard deduction in an amount not exceeding 40% of their gross income corporation

must signi in its returns its intention to avail of the OSD If no indication is made it shall be

considered as having availed of the itemized deductions The avaihnent of the OSD shall be

irrevocable for the taxable year for which the return is made On September 24 2008 the

Bureau of Internal Revenue issued Revenue Regulation 10-2008 for the implementing

guidelines of the law

20 Financial Instruments

Classifications and Fair Values of Financial Instruments

The following table shows the classifications carrying amounts and fair values of the Groups

financial assets and financial liabilities

Financial Liabilities

Other financial liabilities

Loans payable

Accounts payable and accrued

liabilities

Accrued liabilities

Accounts with partners

Forward

P121724515 P121724515

6426727 6426727 2145226 2145226

5151086 5151086 5151086 5151086

iuiiiinnmiiiuii

2009

Carrying

values

2008

Carrying

valuesFair values Fair values

Financial Assets

Loans and receivables

Cash and cash equivalents P102188831 P102188831 P980828 P980828

Receivables

Accounts with contract operators 72318328 72318328 35015455 35015455

Advances to related companies 19874489 19874489 19850492 19850492

Accrued interest 18532299 18532299 18556464 18556464

Accounts with partners 2023483 2023483 761259 761259

Advances to officers and employees 1652474 1652474 1081779 1081779

Receivable from Nido Petroleum 27232 131 27232131

Dividends 2250000 2250000

Others 6365712 6365712 118133 118133

222955616 222955616 105846541 105846541

AFS financial assets

Quoted equity instruments

Unquoted equity_instruments

97464288

13127340

110591628

P333547244

97464288

13127340

110591628

P333547244

40094902 40094902

10877340 10877340

50972242 50972242

P15681 8783 P1 56818783
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2009 2008

Carrying Carrying

values Fair values values Fair values

Advances from related companies P-- P3054250 P3054250

Accrued interest 7861430 7861430

Others 1841952 1841952 3352220 3352220
Dividends payable 5035941 5035941

Subscriptions payable 2068842 2068842 2069233 2069233

P15488607 P15488607 P150393901 P1 50393901

The carrying amounts of financial assets except AFS financial assets and financial liabilities

approximate their fair values because of their short-term nature Quoted AFS financial assets are

carried at fair value based on the quoted values of the securities Unquoted AFS financial assets

are carried at cost since its fair value cannot be reliably measured

Financial Instruments Carried at Fair Value

The following table shows the fair value information of AFS fmancial assets analyzed by source

of inputs on fair valuation as follows

Quoted prices in active markets for identical assets Level

Those involving inputs other than quoted prices included in Level that are observable for the

asset either directly as prices or indirectly derived from prices Level and

Those inputs for the asset that are not based on observable market data unobservable inputs

Level

December 31 2009

Level Level Level

AFS financial assets

Quoted equity instruments P97464288

21 Financial Risk Management Objectives and Policies

The Groups principal financial instruments comprise mainly of cash and cash equivalents

receivables AFS financial assets loans payable accounts payable and accrued liabilities

dividends payable and subscriptions payable The main purpose of these financial instruments is

to provide financing for the Groups operations and capital intensive projects

The BOD is mainly responsible for the overall risk management approach and for the approval of

risk strategies and principles of the Group

The main risks arising from the Groups financial instruments are credit and concentration risk

liquidity risk and market risks The market risks exposure of the Group can be further classified

to foreign currency risk and equity price risk The BOD reviews and approves the policies for

managing some of these risks and they are summarized as follows

Credit and concentration risk

Credit risk is such risk where the Group could incur loss if its counterparties fail to discharge

their contractual obligations although the Group trades only with recognized creditworthy third

parties In 2008 major part of the SC 14 consortiums annual petroleum products sales were to
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Pilipinas Shell Petroleum Corporation PSPC and in 2009 the annual petroleum production sales

of Galoc on the other hand have been sold to Mitsui of Japan SK Energy of South Korea and

Petron Corporation 100% of the outstanding accounts with contract operators are from the SC 14

consortium

With respect to credit risk arising from the other financial assets of the Group which comprise of

cash and cash equivalents and AFS financial assets the Groups exposure to credit risk could arise

from default of the counterparty having maximum exposure equal to the cariying amount of

these instruments gross of any collaterals and credit enhancements

The table below summarizes the Groups gross maximum credit risk exposure for the components

of the consolidated balance sheets

Loans and receivables

Cash and cash equivalents

Accounts with contract operators

Advances to related companies

Accrued interest

Accounts with partners

Advances to officers and employees

Receivable from Nido Petroleum

Dividends

Others

AFS financial assets

Quoted equity instruments

Unquoted equity instruments

2009

P102188831

72318328

19874489

18532299

2023483

1652474

6365712

97464288

13127340

P333347.244

2008

P980828

35015455

19850492

18556464

76 1259

1081779

27232131

2250000

118133

40094902

10877340

P156.818.783

The tables below show the credit quality of the Groups financial assets by class based on the

Groups credit evaluation process and the aging of past due but not impaired financial assets

As of December 31 2009

Neither past due nor impaired Past due but not impaired Impaired

Standard ito 30 31 to 90 Over 90 Financial

High Grade Grade Days Days Days Assets Total

P102188831 P- P- P- P102188831

72318328 72318328

9874489 5614118 25488607

123759 59705 18158835 3678279 22210578

2023483 2023483

iiiniiiinniinu
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Loans and receivables

Cash and cash

equivalents

Accounts with

contract

operators

Advances to

related

companies

Accrued interest

Accounts with

partners

Advances to

officers and

employees

Others

AFS financial assets

Quoted equity

instruments

Unquoted equity

instruments

10000000

190000

1652474 1652474

6365712 3427560 9793272

97464288 97464288

13127.340 13127340

P305330456 P- P123759 P59705 P28033324 P12719957 P346267201
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As of December 31 2008

Neither past due nor impaired Past due but not impaired Impaired

Standard to3O 31 to9O Over 90 Financial

High Grade Grade Days Days Days Assets Total

Loans and receivables

Cash P980828 P- P- P980828

Accounts with

contract

operators 35015455 35015455

Advances to

related

companies 10000000 56829 114928 9678735 5614118 25464610

Accrued interest 155743 287713 18113008 3678279 22234743

Accounts with

partners 761259 761259

Advances to

officers and

employees 1081779 1081779

Receivable from

Nido

Petroleum 27232131 27232131

Dividends 2250000 2250000
Others 118133 3427560 3545693

AFS financial assets

Quoted equity

instruments 40094902 40094902

Unquoted equity

instruments 10877340 10877340

P77439585 P50972242 P212572 P402641 P27791743 P12719957 P169538740

Credit quality of cash and cash equivalents and AFS financial assets are based on the nature of the

counterparty

High grade credit quality financial assets pertain to financial assets with insignificant risk of

default based on historical experience and/or counterparty credit standing Standard grade credit

quality financial assets are those assets with history of default but cannot be deemed uncollectible

because it arises from related companies for which there is common control Past due but not

impaired are items with history of frequent default but the amount due is still deemed collectible

Lastly Impaired financial assets are those that are long-outstanding and has been provided with

allowance for impairment losses

Liquidity risk

Liquidity risk is such risk where the Group becomes unable to meet its payment obligations when

they fall due under normal and stress circumstances The Groups objective is to maintain

balance between continuity of funding and flexibility through the use of bank loans and operating

cash flows The Group addresses liquidity concerns primarily through cash flows from operations

and short-term borrowings

All of the Groups financial liabilities which include loans payable accounts payable and accrued

liabilities dividends payable and subscriptions payable including future interest will fall due

within one year except for advances from related companies which are currently due and

demandable

Correspondingly the financial assets that can be used by the Group to manage its liquidity risk as

of December 31 2009 and 2008 consist of cash and cash equivalents accounts with contract

operators and AFS financial assets Also the Group has credit facility of P50.0 million with

UCPB as of December 31 2009

iniirnnurniu
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Foreign currency risk

Foreign currency risk is such risk that the value of the Groups financial instruments diminish due

to unfavorable changes in foreign exchange rates The Groups transactional currency exposures

arise from sales in currencies other than its functional currency All of the Parent Companys

share in petroleum operations revenue are denominated in United States Dollar US Dollar

Likewise the Group is exposed to foreign exchange risk arising from its US Dollar-denominated

receivables

The table below demonstrates the sensitivity to reasonably possible change in the foreign

exchange rate with all other variables held constant of the Groups income before income tax due

to changes in the carrying value of financial assets and liabilities The sensitivity range is based

on the historical volatility of the foreign exchange rate for the past year The analysis is based on

the assumption that last years foreign currency rate volatility will be the same in the following

year

Percentage Change in Foreign Effect on Income

Exchange Rate Before Income Tax

2009 Depreciation of Peso against

US Dollar by 6.50% P5102230

Appreciation of Peso

against US Dollar by 6.50% 5102230

2008 Depreciation of Peso against

US Dollar by 2.00% P1237824

Appreciation of Peso

against US Dollar by 2.00% 1237824

There is no other impact on the Groups equity other than those affecting profit or loss

Equity price risk

Equity price risk is such risk where the fair values of investments in quoted equity
securities could

decrease as result of changes in the levels of equity indices and the value of individual stocks

The Group is exposed to equity securities price risk because of investments held by the Parent

Company which are classified in the consolidated balance sheets as AFS financial assets

The following table shows the sensitivity to reasonably possible change in the Philippine Stock

Exchange index PSEiwith all other variables held constant of the Groups equity through

other comprehensive income due to changes in the carrying value of the Groups AFS financial

assets The analysis links PSEi changes which proxies for general market movements to

individual stock prices through their betas Betas are coefficients depicting the sensitivity of

individual prices to market movements

The sensitivity range is based on the historical volatility of the PSEi for the past year The

analysis is based on the assumption that last years PSEI volatility will be the same in the

following year

Percentage Change in PSEI Effect on Equity

2009 Increase by 20% P18124595

Decrease by 20% 18124595

2008 Increase by 14% 5645243

Decrease by 14% 5645243
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The impact on the Groups equity excludes the impact on transactions affecting profit or loss

22 Capital Management

The Group maintains capital base to cover risks inherent in the business The primary objective

of the Groups capital management is to optimize the use and earnings potential of the Groups

resources ensuring that the Group complies with externally imposed capital requirements if any
and considering changes in economic conditions and the risk characteristics of the Groups

activities No significant changes have been made in the objectives policies and processes of the

Group from the previous years

The following table summarizes the total capital considered by the Group

Capital stock

Paid-in capital from sale of treasury shares

Retained earnings deficit

23 Note to Consolidated Statements of Cash Flows

In 2009 the Parent Companys non-cash operating activity is the offsetting of its advances to

related companies including accrued interest against its advances from related companies

including accrued interest

The Parent Companys principal non-cash investing activities are as follows

As of December 31 2009 and 2008 additional deferred oil exploration costs amounting to

P1.3 millionand P1.5 million were offset against the Parent Companys accounts with

partners

In August 2007 UPMCs receivables aggregating to P60.2 millionwere converted to AFS

financial assets which had fair value amounting to P48.4 million

24 Event after the Balance Sheet Date

On March 24 2010 the BOD approved in principle the declaration of 2% cash dividend

equivalent to P0.0002 per share or an aggregate value of P38.4 million

lufluItliUlIlla

2009

P1545002756

1624012

79199793

P1625826561

2008

P1534949112

1624012

34441407
P1502131717



11

It
II

111111111u SGVCo
IJJERNSTYOUNG

1226 Makati City

Phone 632 891 0307

Fax 6328190872
www.sgv.com.ph

BOA/PRC Reg No 0001

SEC Accreditation No 001 2-FR-2

INDEPENDENT AUDITORS REPORT
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We have audited in accordance with Philippine Standards on Auditing the consolidated financial

statements of The Philodrill Corporation and Subsidiaiy included in this Form 17-A and have issued

our report thereon dated March 24 2010 Our audits were made for the purpose of forming an opinion

on the basic financial statements taken as whole The schedules listed in the Index to Financial

Statements and Supplementary Schedules are the responsibility of the Companys management

These schedules are presented for purposes of complying with the Securities Regulation Code Rule

68.1 and SEC Memorandum Circular No 11 Series of 2008 and are not part of the basic financial

statements These schedules have been subjected to the auditing procedures applied in the audit of the

basic financial statements and in our opinion fairly state in all material respect the financial data

required to be set forth therein in relation to the basic financial statements taken as whole
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THE PHILODRILL CORPORATION
SCHEDULE AMOUNTS RECEIVABLE FROM DIRECTORS OFFICERS

EMPLOYEES RELATED PARTIES AND PRINCIPAL STOCKHOLDERS OTHER THAN AFFILIATES
FOR THE YEAR ENDED DECEMBER 31 2009

Beginning Amounts Amounts
EndingName and Designation of Debtor Balance Additions Collected Written off Current Not Current Balance

Various officers and employees 1081779 2903153 2332458 1652474 1652474

1081779 2903153 2332458 1652474 1652474



THE PHILODRILL CORPORATiON
SCHEDULE C-LONG TERM INVESTMENTS IN SECURITITES

NONCURRENT MARKETABLE EQUITY SECURmES
OTHER LONG TERM INVESTMENTS IN STOCK

INVESTMENTS IN BONDS AND OThER DEBT sEcuRmEs
FOR THE YEAR ENDED DECEMBER 31.2009

BEGINNING BALANCE ADDITIONS

Number of Shares

or Principal

Name of Issuing Entity and Amount of Amount In

Desuiption of Investment Bonds end Notes Pesos

DEDUCTIONS ENDING BALANCE
Equity In Number of Shares

Earnings osses Distribution of or Principal

of Investees
Earnings by Amount of Amount In

for the Period Others

Investments In associates

Pants Capital investment Corp

Pants Capital Holdings Inc

Available-for-sale AFS Investments

Mu Consotidated Mining andDevCon
Anglo Phifippine HoldIngs Corp

Vtdcan Industrial Mining Corp

United Peragon Mining Corp

PMipPIn Gold

South China Petroleum Erplo Inc

FM-Estate Land Inc

Asian Hospitals Inc

CJH Golf Club Inc

Ies.-aawsnce for dedine In market value

300.000 44668783 1.564102
1600000 180982659

219.853948
300000 48232.885

3123293 101061306 5717.890

2000000 227195544

6000 5907
3752293 106779198

3910000 5.042136

5907

0839068254 72983955
3910000 5042136

325000 10877340
6903672151 72963955

2778457 3392405 2752

325.000 10877340

5180600 10423888
2778457
5186800

3395157

10423888

17 10.200006

213986943

163014.228

50972715

270828663 9341596

7970642

7970642

5907

51054178
51654.178

2250000
17

2250000
10200.006

221951678

111.360.050

110591628



THE PHILODRILL CORPORATION
SCHEDULE 0-INDEBTEDNESS OF UNCONSOLIDATED SUBSIDIARIES AND AFFILIATES

FOR THE YEAR ENDED DECEMBER 31 2009

Alakor Corporation

Fil-Energy Corporation

Ocean Composite Yacht Inc

Vulcan Industrial and Mining Corporation

Pacific Rim Export Holdings Corporation

United Paragon Mining Corporation

Minoro Mining and Exploration Corporation

Less-allowance for doubtful accounts

10000000

4753762

4500000

3356629

1114118

732819

1031279

25488607

5614 118

19850492 19874489

10000000

4753762

4500000

3356629

1114118

708822

1031279

25464610

5614.118



THE PHILODRILL CORPORATION
SCHEDULE PROPERTY AND EQUIPMENT
FOR THE YEAR ENDED DECEMBER 31 2009

Wells platforms and other facilities

Office condominium units and improvements

Office furniture fixtures and equipment

Transportation equipment

584607430

5425001

11512534

10277196

591788747

8771.962

11691516

11179.196

Other

Beginning Additions
Changes-

Additions
Classification Balance at Cost Retirements Deductions

Ending

Balance

7181317

112000

178982

3234961

902000

611822161 7472299 4136961 623431421



Wells platforms and other facilities

Office condominium units and improvements

Office furniture fixtures and equipment

Transportation equipment

THE PHILODRILL CORPORATION

SCHEDULE ACCUMULATED DEPLETION DEPRECIATION AND AMORTIZATION

FOR THE YEAR ENDED DECEMBER 31 2009

293714315

5299308

10943977

4766.545

10329075

31481

401443

2.085.503

304043390

8383989

11.345420

7.453384

Additions Other Changes

Beginning Charged to Costs Additions Ending

Classification Balance and Expenses Retirements Deductions Balance

3053200

601336

314724145 12847502 3654536 331228183



Deferred oil exploration and

development costs

THE PHILODRILL CORPORATION

SCHEDULE INTANGIBLE ASSETS AND OTHER ASSETS
FOR THE YEAR ENDED DECEMBER 31 2009

Beginning Additions Charged to Costs Charged to Other
Classification Balance at Cost and Expenses Other Accounts

Changes

Reclassification

Ending

Balance

821218862 2515630 823734492

821218882 2515830
823734492



THE PHILODRILL CORPORATION
SCHEDULE CAPITAL STOCK

FOR THE YEAR ENDED DECEMBER 31 2009

Number of shares Number of shares

Issued and Reserved for held by Directors

Title of Issue Authorized Outstanding Subscribed Options etc Officers and Employees Others

Common shares at P0.01 par value 200000000000 154500275554 37368529804 887835384 190980969974
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THE PHILODRILL CORPORATION

LIST OF iTEMS REPORTED UNDER SEC FORM 17C

Date of Report Description

January 2009 Press release from Galoc Production Company in connection with the

drilling preparations for the Galoc Development Project

January 2009 Report on the number of the Companys shareholders owning at least one

board lot each and percentage of foreign ownership report as of

December 31 2008

January 2009 CertifIcation by the Companys Compliance Officer on the Companys

compliance with SEC Memorandum Circular No on the Code of

Corporate Governance and the Companys Manual on Corporate

Governance

January 21 2009 Election of Mr Marciano Padilla as the Companys new director to

serve the unexpired term of Dr Walter Brown until the next election of

directors at the Annual Stockholders meeting to be held in June 2009

January 23 2009 Press release from Galoc Production Company in connection with the

Galoc Field Development Project

February 2009 Report on the number of the Companys shareholders owning at least one

board lot each and percentage of foreign ownership report as of

January31 2009

February 18 2009 Companys annual stockholders meeting on June 26 2009

February 20 2009 Press release from Galoc Production Company in connection with the

Galoc Field Development Project

February 20 2009 Certification by the Companys Compliance Officer on the Companys

compliance with SEC Memorandum Circular No on the Code of

Corporate Governance and the Companys Manual on Corporate

Governance



February 262009 Press release from Gabc Production Company in connection with the

Gafoc Field Development Project

March 2009 Certification on the Companys Petroleum Service contracts with the

Department of Energy DOE

March 2009 Report on the number of the Companys shareholders owning at least one

board lot each and percentage of foreign ownership report as of

February 28 2009

March 2009 Press release from Galoc Production Company in connection with the

Galoc Field Development Project

March 18 2009 Company to accept the second 25% installment payments on

subscriptions beginning April 13 2009 until May 15 2009 without interest

charges

March 272009 Venue of the Annual Stockholders Meeting

April 022009 Report on the number of the Companys shareholders owning at least one

board lot each and percentage of foreign ownership report as of March

312009

April 13 2009 Report on the number of the Companys shareholders percentage of

Foreign ownership report as of March 31 2009

April 152009 Report on payments made out of the 25% initial subscription rights offer

proceeds

April 232009 Quarterly Progress Report on the application of the proceeds from stock

rights offering for the quarter ended March 31 2009

May 2009 Report on the number of the Companys shareholders owning at least one

board lot each and percentage of foreign ownership report as of April

30 2009

May 2009 Press release from Galoc Production Company in connection with the

Galoc Field Development Project



May 13 2009 Press release from Galoc Production Company in connection with the

Galoc Field Development Project

May 21 2009 Report on payments made out of the initial 25% and second 25%

subscription rights offer proceeds

May 25 2009 Report on payments made out of the initial 25% and second 25%

subscription rights offer proceeds

June 2009 Report on the number of the Companys shareholders owning at least one

board lot each and percentage of foreign ownership report as of May 31

2009

June 182009 DOEs approval of the final 15-year extensions of SC6A and SC6B

June 23 2009 Press release from Galoc Production Company in connection with the

Galoc Field Development Project

June 262009 Directors and officers of the Company elected during the Annual

Stockholders Meeting and Organizational Meeting

July 2009 Press release from Galoc Production Company in connection with the

Galoc Field Development Project

July 2009 Report on the number of the Companys shareholders owning at least one

board lot each and percentage of löreign ownership report as of June 30

2009

July 10 2009 Quarterly Progress Report on the application of the proceeds from stock

rights offering for the quarter ended June 30 2009

July 15 2009 Press release from Galoc Production Company in connection with the

Galoc Field Development Project

July 24 2009 Press release from Galoc Production Company in connection with the

Galoc Field Development Project



August 2009 Report on the number of the Companys shareholders owning at least one

board lot each and percentage of foreign ownership report as of July 31

2009

August 10 2009 Press release from Galoc Production Company in connection with the

drilling preparations for the Galoc Development Project

August 13 2009 Press release from Galoc Production Company in connection with the

drilling preparations for the Galoc Development Project

September 2009 Report on the number of the Companys shareholders owning at least one

board lot each and percentage of foreign ownership report as of August

312009

September 2009 Quartesiy Progress Report on the application of the proceeds from stock

rights offering for the quarter ended September 30 2009

October 2009 Report on the number of the Companys shareholders owning at least one

board lot each and percentage of foreign ownership report as of

September 30 2009

November 2009 Report on the number of the Companys shareholders owning at least one

board lot each and percentage of foreign ownership report as of October

31 2009

November 11 2009 50% balance on subscriptions to the Companys 2009 Stock Rights

Offering to be called for payment no later than December 31 2010

instead of December 31 2009

December 2009 Report on the number of the Companys shareholders owning at least one

board lot each and percentage of foreign ownership report as of

November 30 2009

December 14 2009 Purchase of shares of Atlas Consolidated Mining Devt Corp

December 17 2009 Purchase of shares of Atlas Consolkiated Mining Devt Corp

December 22 2009 Purchase of shares of Atlas Consolidated Mining Devt Corp
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PART 1- FINANCIAL INFORMATION

Item Financial Statements

The unaudited Consolidated Financial Statements of the Company for the 2nd quarter

ended 30 June 2009 are included in this report The schedules listed in the

accompanying Index to Supplementary Schedules are filed as part of the SEC Form 7Q

Interim Statements of Operations for the current interim period 01 January to 30 June

2009 with comparative Statement of Operations for the comparable period 01 January

to 30 June 2008 are attached to this report

statement showing changes in equity cumulatively for the current financial year to date

01 January to 30 June 2009 with comparative statement for the comparable year-to-

date period of the immediately preceding financial year 01 January to 30 June 2008 are

attached to this report

The basic and diluted eamingsoss per share are presented on the face of the attached

Statement of Operations 01 January to 30 June 2009 as well as the basis of

computation thereof

The Companys interim financial report for the 2nd quarter 2009 is in compliance with

Generally Accepted Accounting Principles GAAP Included in this report is summary

of the Companys significant accounting policies

The Company follows the same accounting policies and methods of computation in its

interim financial statements 01 January to June 30 2009 as compared with the most

recent annual financial statements 2008 and no policies or methods have been

changed There were NO reclassifications of financial assets made into and from each

category as of the current reporting period

There were NO seasonal or cyclical aspects that had material effect on the financial

condition or results of interim operations of the Company

There were NO unusual items during the interim period 01 January to 30 June 2009 the

nature amount size or incidents of which have affected the assets liabilities equity net

income or cash flows of the Company



There were NO changes in the estimates of amounts reported in prior financial year

2008 which had material effect in the current interim period 01 January to 30 June

2009

10 There were NO issuarices repurchases and repayments of debt and equity securities

during the current interim period January to June 30 2009

11 There were NO dividends paid on any Company share during the interim period January

to June 30 2009

12 The Company does not generate revenues from any particular segment and its business

is not delineated into any segment whether by business or geography The Company is

not required to disclose segment information in its financial statements

13 Up to the time of filing of this quarterly report there were NO material events subsequent

to the end of the interim period January to June 30 2009 that have not been reflected

in the financial statements for said interim period

14 There were NO changes in the composition of the Company during the interim period

January to June 30 2009 and there were NO business combinations acquisition or

disposal of subsidiaries and long-term investments restructurings and discontinuance of

operations during said interim period

15 The Company has NO contingent liabilities or contingent assets as of its last annual

balance sheet date December 31 2008 and as of end of current interim penod June 30

2009 EXCEPT those disclosed in Note to the Companys 2008 Audfted Financial

Statements

16 There are NO material contingencies and any other events or transactions that are

material to an understanding of the current interim period January to June 30 2009

Item Managements Discussion and Analysis of Financial Condition and Results of

Operations

Financial Performance

Total revenues for the first two quarters ended June 30 2009 increased by P3.9 million or 5% to

P79.3 million from P75.4 million for the same period last year The combined production from the



three oil fields Nido Matinloc and North Matinloc totaled 88123 barrels for the first semester

ended June 30 2009 around 43% higher than the 61721 barrels produced for the same period

last year The average price per barrel for the period ended June 30 2009 was $48.45 as

compared to $88.23 for the same period last year Share in production in inventory from Galoc

amounting to P6.2 million was also booked as of June 30 2009 following the termination of the

Extended Production Test EPT Post-EPT production from Galoc totaled to 45285 barrels as of

June 30 2009 Equity in net earnings of associate decreased by P1.1 million or 22% due to the

lower level of income booked by Penta Capital Investment Corporation Miscellaneous income

increased by P5.9 million mainly due to the accrual of the farmin bonus relative to the Galoc

project Interest income decreased by P0.9 million or 38% due to the absence in 2009 of interest

income booked on subscriptions receivable for the interim period ended June 30 2008 Foreign

exchange gains losses reflected net gain of P0.5 million for the first semester of 2009 as

compared to the net loss of P0.1 million for the same period last year

Total costs and expenses increased by P8.3 million from P73.6 million for the first two quarters of

2008 to P81.9 million for the first two quarters
of 2009 Interest and financing charges decreased

by P2.4 million or 27% due to the full settlement of all loans made in April 2009 Operating costs

increased by 14% due to the higher level of production cost The companys net loss amounted to

P0.6 million for the first two quarters
of 2009 as compared with the P4.1 million net income for the

same period last year

The Companys top five key performance indicators are as follows

June 30 2009 Dec 31 2008

Current Ratio 6.321 0.72

Current Assets 180161405 109038805

Current Uabilities 28491160 151482198

DebttoEquityRatio
0.021 0.121

Total Uabilities 36848112 159839150

Stockholders Equity 1564407677 1339099455

Equity to Debt Ratio 42.46 8.38

Stockholders Equity 564407677 1339099455

Total Uabiities 36848112 159839150

Book Value per Share 0.0081535 0.00872

Stockholders Equity 1564407677 1339099455

Shares outstanding 191868805358 153495044287



Income Loss per Share 0.000004 0.00006

Net Income Loss 624569 9063530

Weighted ave no of shares 169484111400 153495044287

for the period January to June 30

The current ratio of 0.721 as of December 31 2008 increased to 632 as of June 30 2009

The Companys current assets exceeded its current liabilities by P151.7 million as of June 30
2009 The Available-for-sale AFS Investments account in the balance sheet consists of shares

of stock which are listed with the Philippine Stock Exchange and which could be sold to meet the

Companys obligations as might be called for by future circumstances These shares of stock had

an aggregate market value of P81.6 million as of June 30 2009 and P51.0 miliion as of December

31 2008 If these shares would be considered part of Current Assets the recomputed current ratio

would be 9.19 as of June 302009 and 1.061 as of December31 2008

Total assets increased from P1.499 billion as of December 31 2008 to P1.601 billion as of June

30 2009 Cash increased by P44.2 million due to the reimbursement of expenses relative to SC14

Nido Mafinloc and Galoc blocks Receivables increased by P27.2 million or 34% due to some

trade receivables accrued as of June 30 2009 Crude oil inventory increased by P4.8 million due

to the higher level of crude oil on storage as inventory as of June 30 2009 AFS investments

increased by P30.6 million or 60% due to the adjustment in the valuation reserve pertaining to the

listed stock investments of the company

Total current liabilities reflected decrease of P123.0 million from P151.5 million as of December

31 2008 to P28.5 million as of June 30 2009 mainly due to the full settlement of loans made

dunng the interim period

Stockholders equity increased by P225.3 million from P1.339 billion as of December 31 2008 to

P1.564 billion as of June 30 2009 mainly due to the subscription to the companys stock rights

offering The valuation reserve pertaining to the companys listed stock investments was adjusted

from P163.0 million as of December 31 2008 to P132.4 million as of June 30 2009 The

companys deficit increased by P0.6 million due to the net loss booked for the first two quarters of

2009

The Company has majority-owned subsidiary Phoenix Gas Oil Exploration Corporation

PGO The Company acquired 100% of PGOs capital stock in May 2007 Since PGO has NOT

yet started commercial operations disclosure on performance indicators are as follows



June 30 2009 Dec 31 2008

Current Ratio

Current Assets

Current Uabilities

Debt to Equity Ratio 0.006 0.003

Total Liabilities 57863

Stockholders Eauitv 9.141.264

29092

9.170.034

EauitvtoDebtRatio 1581 3151

Stockholders Equity 9141264

Total Liabilities 57863

9170034

29092

Book Value per Share 0.0007 0.0007

Stockholders Equity 9141264 9199127

Averaoe shares outstandina 12.505.000.000 12.505.000.000

Income loss oer Share 0.000002 0.000002

Net Income Loss 28770

Average shares outstanding 12505000000

27060

12505000000

Discussion and Analysis of Material Events and Uncertainties

In general Management is not aware of any material event or uncertainty that has affected the

current interim period and/or would have material impact on future operations of the Company

The Company will continue to be affected by the Philippine business environment as may be

influenced by any local/regional financial and poIicaJ crises

There are NO known trends demands commitments events or uncertainties that have or

are reasonably likely to have material impact on the Companys liquidity Should the

Companys cash position be not sufficient to meet current requirements the Company

may consider collecting the balance of subscriptions receivable selling portion of

its existing investments and assets and generating cash from loans and advances

There are NO events that will trigger direct or contingent financial obligation that is

material to the company including any default or acceleration of an obligation



There are NO material off-balance sheet transactions arrangements obligations

including contingent obligations and other relationships of the company with

unconsolidated entities or other persons created during the reporting period

The Company has NO material commitments for capital expenditures except for the

Companys share in the exploration and development expenditures in the SCs and

GSECs The Company expects to be able to fund such expenditures from the collection of

the balance of subscriptions receivable and from loans or to avoid incurring these

expenditures altogether by way of farm-outs

There are NO known trends events or uncertainties that have had or are reasonably

expected to have material impact on the revenues or income of the Company from

continuing operations

There are NO significant elements of income or loss that did not arise from the Companys

continuing operations

There have been NO material changes from period to period in one or more line items of

the Companys financial statements except those discussed below

Cash increased by P44.2 million due to the reimbursement of expenses relative to

SCI4 Nido Matinloc and Galoc blocks

Receivables increased by P27.2 million or 34% due to trade receivables accrued as of

end of the interim period

Crude oil inventory increased by P4.8 million or 303% due to higher level of crude oil

on storage as of June 30 2009

Other current assets increased by P1.5 million due to some prepayments made during

the interim period

AFS investments increased by P30.6 million or 60% due to the adjustment in the

valuation reserve pertaining to the listed stock investments of the Company

Other noncurrent assets decreased by P0.27 million or 36% due to amortization of

other deferred charges



Loans payable decreased by P121.7 million due to the full settlement of loans made

during the interim period

Subscribed capital stock and subscriptions receivable increased by P376.9 million and

P188.4 million respectively from the December 31 2008 balances The increase was

due to the companys stock rights offering

Unrealized losses on decline in market value of AFS investments decreased by P30.6

million or 19% due to the adjustment in the valuation reserve pertaining to the listed

stock investments of the Company

The companys deficit increased by P0.6 million due to the net loss booked for the first

two quarters of 2009

Petroleum revenues decreased by P0.9 million due to lower crude oil prices The

average price per barrel for the period ended June 30 2009 was $48.45 as compared

to $88.23 for the same period last year Total production from the three oilflelds

Nido Matinloc and North Mafinloc for the first semester of 2009 was 88123 barrels as

compared to 61721 barrels for the same period last year Share in production in

inventory from Galoc amounting to P6.2 million was also booked as of June 30 2009

following the termination of the Extended Production Test EPT Post-EPT production

from Galoc totaled to 45285 barrels as of June 30 2009

Equity share in net earnings of associates decreased by P1.1 million or 22% due to

lower level of income of Penta Capital Investment Corporation for the interim period

Miscellaneous income increased by P5.9 million mainly due to the accrual of share in

the farmin bonus relative to the Galoc project

Interest income decreased by P0.9 million or 38% due to the absence in 2009 of the

interest income on subscriptions receivable booked for the interim period ended June

2008

Foreign exchange gains losses reflected net gain of P0.5 million for the fIrst

quarter of 2009 as compared to net loss of P0.1 million for the same peæod last

year



Interests and financing charges decreased by P2.4 million The decrease was due to

the full settlement of loans made during the interim period ended June 30 2009 as

compared to the same period last year

Share in costs and operating increased by 14% due to higher level of production costs

during the interim period

Net loss amounted to P0.6 million for the first two quarters of 2009 as compared to

the net income of P4.1 million for the same period last year

There are NO seasonal aspects that had material effect on the financial condition or

results of operations

Item Managements Assessment and Evaluation of Financial Risk Exposures

Financial Instruments

Since there were NO financial assets reclassified into and from each category disclosures on the

following are

The financial assets reclassified into and from each category Not Applicable

For each reporting period until derecognition the carrying amounts and fair values

of all financial assets reclassified in the current reporting period and previous

reporting penods Not Applicable

For financial assets reclassified in rare circumstances the facts that would

establish such kind of circumstances -Not Applicable

In the reporting period to which financial assets are reclassified the fair value of

the gains or losses of those assets as recognized either in profit or loss or in

equity other comprehensive income in that reporting period and previous

reporting periods Not Applicable

For the remainder of the instruments lives the gains or losses that would have

been recognized in profit or loss or equity had they not been redassified together

with the gains losses income and expenses now recognized Applicable

As at date of reclassification the effective interest rates and estimated amounts

of cash flows the company expects to recover Not Applicable



Fair Values of Financial instruments

The following table shows the carrying amounts and fair values of the Groups financial assets and

financial liabilihes

Consolidated Consolidated Consolidated Consoldated

Unaudited Unaudited Audited Audited

June2009 June 2009 December 2008 December2008

Fair Values Canying Values Fair Values Carrying Values

FINANCIAL ASSETS

Cash on hand 1223 1223 40054 40054

Cash in banks 14052739 14052739 940774 940774

Short term placements 31000000 31000000

Accounts with contract operators 54273761 54273761 35.015455 35015455

Receivable from Nido Petroleum 27232131 27.232131 27232131 27232131

Advances to iated companies 18874489 18874489 19850492 19850492

Accrued interest receivables 23008981 23008981 18556464 18556464

DivIdends 2250000 2250000 2250000 2250000

Advantooflicers and empbyees 1052.780 1052780 1081779 1081779

Accounts with partners 2376933 2376933 761259 761259

Others 109236 109236 118133 118133

174232274 174232274 105806487 105806487

AFS financial assets

Quoted equity Instruments 70737492 70737492 40094902 40094902

Unquoted equity instruments 10877340 10.877340 10877.340 10877340

81614832 81614832 50972242 50972242

255847106 255847106 156818783 156818j83

FINANCIAL LIABILITIES

Loans payable 121724515 121724515

Accounts payable and accrued

liabilities

Acerued interest 6983.806 6983806 7861430 7861430

Accounts with partners 8714042 8714042 5151086 5151086

Advanc8s from related companies 3054250 3054250 3.054250 3054250

Arued liabilIties 417671 417671 2145226 2145226

Others 1790036 1790036 3352220 3352220

Dividends payable 5035941 5035941 5035941 5035.941

SubeatIons payable 2069233 2069233 2069233 2069233

28064979 28064979 150393901 150393901

The carrying amounts of financial assets and liabilities approximate their fair values because of

their short-term nature Quoted AFS investments are camed at fair value based on the quoted

values of the secunties

Financial Risk Management Objectives and Policies

Financial Risk Management Obiectives and Policies
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The Groups principal financial instruments comprise mainly of cash receivables advances to/from

related companies AFS financial assets loans payable accounts payables and accrued liabilities

dividends payable and subscriptions payable The main purpose of these financial instruments is

to provide financing for the Groups operations and capital intensive projects

The Board of Directors BOD is mainly responsible for the overall risk management approach and

for the approval of risk strategies and principles of the Group

The main risks arising from the Groups financial instruments are credit and concentration risks

liquidity risk and market risks The market risks exposure of the Group can be further classified to

foreign currency risk equity price risk and commodity price risk The BOO reviews and approves

the policies for managing some of these risks and they are summarized as follows

Credit and concentration risks

Credit risk is such risk where the Group could incur loss if its counterparties fail to discharge their

contractual obligations although the Group trades only with recognized creditworthy third parties

As of June 30 2009 93% of the SCI4 consortiums interim period petroleum products sales were

to Pilipinas Shell Petroleum Corporation PSPC and 7% was spot sale made to Erisoit

Petroleum Products All of the outstanding trade receivables are from the SC14 consortium At

present the SC14 consortium has supply agreement with PSPC assuring PSPC with sale of the

SC14 consortiums petroleum products This agreement has been renewed every year

With respect to credit risk arising from other financial assets of the Group which comprise of cash

and AFS financial assets the Groups exposure to credit risk could arise from default of the

counterparty having maximum exposure equal to the carrying amount of these instruments

gross of any collaterals and credit enhancements The table below summarizes the Groups

exposure to credit risk for the components of the unaudited consolidated balance sheet as of June

302009 ____________________________ _______________
Loans and receivables

Cash In banks 14052739

Shad term placements 31.000000

Accounts with contract operators 54273761

Receivable hum Nklo Petroleum 27232131

Advances to related companies 18874489

Accrued interest 23.008981

Dividends 2250000

Advances to ollicets and employees l052780

Accounts with peitleis 2376933

Others 109236

AFS Investments

Quoted 70737492

Unquoted 10877340

Gross maxkium credit risk exposure 255845883
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The table below shows the credit quality of the Groups financial assets by class as of June 30

2009 based on the Groups credit evaluation process

Neither past due Neither past due

nor impaired nor inpaired Past due but Impaired

High Grade Standard Grade not inpaired Financial Assets Total

Loans and receivables

Cash In banks 14052739 14052739

Short term placements 31000000 31000000

Acceunts with centract operators 54273761 54273761

Receivable from Nido Petroleum 27232131 27232131

Advancestr elated nompanies 9000000 9874488 5614118 24488606

Aomied interest 19330702 3678279 23008981

Dividends 2250000 2250000

Advances to officers and employces 1052780 1052780

Accounts with partners 2376933 2376933

Others 109236 3427560 3536796

AFS investments

Quoted equity instruments 70737492 70737492

Unquoted equity instruments 10877340 10877340

Total 141347582 81614832 29205190 12719957 264887560

High grade credit quality financial assets pertain to financial assets with insignificant risk of default

based on historical experience and/or counterparty credit standing Standard grade credit quality

financial assets are those assets with history of default but cannot be deemed uncollectible

because it arises from related companies for which there is common control

Liquidity risk

Liquidity risk is such risk where the Group becomes unable to meet its payment obligaons when

they fall due under normal and stress circumstances The Groups objective is to maintain

balance between continuity of funding and flexibility through the use of bank loans and operating

cash flows The Group addresses liquidity concerns primarily through cash flows from operations

and short-term borrowings

Foreiqn currency risk

Foreign currency risk is such risk that the value of the Groups financial instruments diminish due

to unfavorable changes in foreign exchange rates The Parent Companys transactional currency

exposures arise from sales in currencies other than its functional currency All of the parent

Companys share in petroleum operations revenue are denominated in US dollar Likewise the

Parent Company is exposed to foreign exchange risk arising from its US dollar-denominated trade

receivables
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Equity price risk

Equity price risk is such risk where the fair values of the investments in quoted equity secunties

could decrease as result of changes in the levels of equity indices and the value of individual

stocks The Group is exposed to equity securities price risk because of investments held by the

Parent Company which are classified in the consolidated balance sheets as AFS financial assets

Commodity price risk

The Parent Companys revenues are based on international commodity quotations i.e primarily

on the average Dubai oil prices over which the Parent Company has no significant influence or

control This exposes the Parent Companys results of operations to commodity price volatilities

that may significantly impact its cash inflows

Interest Rate Risk

Interest rate risk is such risk where the possibility of changes in interest rates would unfavorably

affect future cash flows from the financial statements The Groups exposure to the risk of changes

in interest rates relates primarily to the bank loans which are reviewed and reset by the creditor

banks regularly As of June 30 2009 the Company had fully paid its outstanding bank loans

PETROLEUM PROJECTS

1.0 Service Contract 6A Octon

During the early months of 2009 Philodrill negotiated with the Department of Energy DOE for the

15.-year final extension of the contract term of the SC 6A as well as SC 6B-Bonita Block The

DOE in letter dated 17 June 2009 finally approved the extension of the terms of these blocks

The fifteen 15-year extension of the contract term shall be for series of three 5-year terms

subject to compliance with certain conditions such as yearly submission of work program and

budget and payment of technical assistance and training fund to the DOE The term extension is

reckoned from March 12009

2.0 Service Contract Cadlao

Since last year Blade Petroleum and the DOE had series of negotiations for the finalization and

acceptance of the Cadlao Plan of Development POD with which Blade Petroleum committed to

re-activate the Cadlao Field As of end-June 2009 the DOE has yet to approve Blade

Petroleums Cadlao POD

3.0 Service Contract 6B Bonita
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Similar to SC 6A Octon Block Philodrill has had series of negotiations with the DOE for the

extension of the contract during the first months of the year In support of the request PhilodriH

submitted Venturoils proposed work program as the Bonita Consortiums commitment Last June

17 2009 the DOE approved the final 15-year term extension reckoned from March 2009

4.0 Service Contract No 14 Production Blocks

2r Quarter 2009 Crude Oil Production Summary

in barrels

Nido Matinloc North Matinloc Total

April 6871 1948 8819

May 11906 4392 1687 17985

June 11925 3546 3408 18879

23831 14809 7043 45683
Total

Since February 23 2009 when the North Matinloc Field was again test produced to determine

viability of putting it back online total of 8038 barrels has been produced from the field as of end

June 2009 This volume augmented the output from the Matinloc field during the period

The consortium completed shipments during the second quarter involving 23831 barrels of

crude from Nido 25250 barrels from Matinloc and 7958 barrels from North Matinloc As of end-

June about 300 barrels of combined MatinloclNorth Matinloc crude are onboard the storage

barge

5.0 Service Contract No 14 Retention Block Tan Libro and North Matinloc

We continue to provide assistance to Venturoil in their due diligence studies of these areas We
have granted them an extension of their option to farm-in through to September 2009

6.0 Service Contract No 14 C-I Galoc

The Galoc Field produced 944085 barrels for the
period from April to June 30 2009

Cumulative production stood at 2283670 barrels as of June 30 2009
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Dunng the second quarter of 2009 Galoc Production Company GPC completed monthly

offtakes involving about 1017750 barrels These cargoes were sold in succession to Mitsui of

Japan SK Energy of South Korea and Petron Corporation

On different occasions GPC shut down field operations and performed FPSO disconnection due

to severe weather conditions In anticipation of severe weather on May 6th the field was

shutdown the FPSO was disconnected and the mooring and riser system laid down on the

seabed Production resumed on May j3th but was again suspended on May 31 for short period

until June The threat of Typhoon Fena directly passing the site prompted GPC to disconnect

on June 24th As of end-June the operator was waiting for weather to subside for the re

connection

The Extended Production Test EPT for the Galoc Field was officially terminated by the DOE on

June 19 2009 The EPT was granted by the DOE in August 2006 to allow GPC to fully assess the

viability of long-term production from the field The gathered data from the EPT period proved

sufficient for this goal thus commerciality of the field was declared by the operator with effectivity

on June 19 2009

7.0 Service Contract 14 C-2 West Linapacan

Pitkin has reported that the pilot area for seismic inversion involving 10 sq km of seismic has been

completed Results of the inversion were encouraging and they have decided to have the entire

180 sq km data set inverted

Pitkin had started some of the other planned geophysical programs including sequence

stratigraphy and petrophysics and conceptual engineering works

8.0 Service Contract No 41 Sulu Sea

For the quarter ending 30 June 2009 geophysical contractor DownUnder Geosolutions DuG
have provided Tap Oil with the preliminary processing report and initial velocity models for the

Alpine 3D seismic data re-processing DuG had started with the data inversion Forward program

is to complete and integrate all geological and geophysical GG studies into comprehensive

petroleum systems analysis for the entire Sulu Sea Block

9.0 Service Contract No.53 Onshore Mindoro

In April 2009 Pitkin Petroleum requested for the extension of Sub-Phase for Pitkin to acquire its

onshore seismic commitment for SC 53 Pitkin has deferred the seismic acquisition program

which was originally scheduled to commence in April 2009 to November this year when weather
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conditions are favorable for onshore seismic acquisition As of end-June 2009 the DOE has yet to

act on Pitkins requested extension

In May 2009 Pitkin has secured approval from the DOE for additional area northwest of the block

increasing the contract area to 734000 hectares from 600000 hectares

10.0 SWAN BLOCK

Philodrill continue to wait for PNOC-ECs response to the proposed participation in SC 57 and Sc

58

PART Il-OTHER INFORMATION

There were NO items for disclosure that were not made under SEC Form 7C during the current

interim period 01 January to 30 June 2009

SIGNATURES

Pursuant to the requirements of Securities Regulation Code the registrant has caused this report

to be signed on its behalf by the undersigned thereunto duly authorized

L__ __________
Date _____________ Date _______________
FRANCISCO NAVARRO REYNALC NAZAREA

Executive Vice President Treasurer VP-Administration
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THE PHILODRILL CORPORATION
Balance Sheets Consolidated

Unaudited Audited
June 30 December 31

2009 2008

ASSETS

Current Assets

Cash short-tenn placements 45161965 980828
Receivables 106625244 79401103
Crude oil inventory 6434280 1596162

Advances to related companies net 18874489 25464610
Other current assets 3065427 1596102

Total Current Assets 180161405 109038805
Noncurrent Assets

Property and equipment net 295412567 297098016

Investments Associates 221775548 219853948
Available-for-sale investments 81614831 50972242

Deferred oil exploration and development costs 821808161 821218862
Other noncurrent assets 483277 756732
Total Noncurrent Assets 1421094384 1389899800
TOTAL ASSETS 1601255789 1498938605

LIABiLITIES AND STOCKHOLDERS EQUITY

Liabilities

Trade and other payables 18331736 19598259
Loans payable 121724515
Advances from related companies 3054250 3054250
Dividends payable 5035941 5035941

Subscriptions payable 2069233 2069233
Total Current Liabilities 28491160 151482198
Noncurrent Uabilities

Pension liability 7217836 7217836
Deferred income tax liability 1139116 1139116
Total Noncurrent Liabilities 8356952 8356952

Stockholders Equity

Capital stock P0.01 par value

Authorized 200 billion shares in 2009

155 billion shares in 2008

Issued 1541791897 1534949112
Subscribed 376896157 1331

Subscriptions receivable 188448098 687
Paid in capital from sale of treasury 1624012 1624012
Unrealized losses on decline In market value

of investments 132390316 163032906
Retained Earnings Deficit 35065975 34441407
Total Stockholders Equity 1564407677 1339099455
TOTAL L1AB1LITES AND STOCKHOLDERS EQUI 1601255789 1498938605
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THE PHILODRILL CORPORATION
Statements of income

January

Consolidated

January April April

to June 30 to June 30 to June 30 to June 30

2009 2008 2009 2008

REVENUES
Share In petroleum operations 69478409 70348355 45460164 23961459
Equity in net earnings of associates net 3921600 5026560 1447200 2901360
MIscellaneous 5883657 2350 5642136 184225

79283666 75377265 52549500 26678594

INTEREST INCOME 1514832 2453322 1062474 84263

FOREIGN EXCHANGE GAINS LOSSES 471808 114284 67957 325012

COSTS AND EXPENSES

Interest and financing charges 6569061 9001867 1608181 5050711
Share in costs and operating 57515389 50600810 31207842 20549635
General and administrative 17810225 13972109 10009471 6409536
Loss on sale of Investment

81894675 73574786 42825494 32009882

NET INCOME LOSS 624569 4141517 10854437 4922013

Earnings loss per share was computed as follows

Net income loss 624569 4141517 10854437 4922013
Weighted average no of shs 169484111400 153495044287 169484111400 153495044287
Income Loss per share 0.000004 0.00003 0.00006 0.00003
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THE PHILODRILL CORPORATION
Statements of Cash Flows

Unaudited Consolidated

January January

toJune 30 to June 30

2009 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Income Loss before income tax 624569 4141517

Adjustments for

Depletion depreciation and amortization 1950785 1580459

Equity in net losses earnings of associates net 3921600 5026560
Operating loss before working capital changes 2595384 695416

Decrease increase in

Receivables 13588834 7254798
Crude oil inventory 4838118 9683430
Other current assets 1469325 45934

Increase in accounts payable and accrued expenses 2882197 1204295
Net cash from used in operating activities 25373859 4282409
CASH FLOWS FROM INVESTING ACTIVITIES

Cash dividends received 2000000 2000000
Reductions in additions to
Property and equipment 101127 25101522
Deferred oil exploration and development costs 589298 23535373
Advances to affiliated companies net 4655273 1887295
Investments

Other noncurrent assets 664992 64992
Subscriptions payable

Net cash from used in investing activities 4010690 1518437
CASH FLOWS FROM FINANCING ACTIVITIES

Payments of

Loans payable 121724515 6000000
Cash dividend payable 184

Proceeds from subscriptions receivable 195290200 817382

Net cash from used in financing activities 73565685 5182433
NET INCREASE DECREASE IN CASH 44181136 2418462
CASH BEGINNING 980828 3825792
CASH ENDING 45161964 1407330
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THE PHILODRILL CORPORATiON
Statement of Changes in Stockholders Equity

Jan-Jun 2009 Jan-Jun 2008

CAPITAL STOCK P0.01 par value

Authorized 200 billion shs 155 billion shs

issued

Balance at the beginning of year 1534949111 1529187292
Issuances for the period 6842786 5761819

Adjustments

Balance at end of second quarter 1541791897 1534949111

Subscribed

Balance at the beginning of year 1331 5763151

Preemptive rights 383737611
Issuances for the period 6842785 5761819
Adjustments

Balance at end of second quarter 376896157 1332

Subscriptions receivable

Balance at the beginning of year 686 818070
Preemptive rights 383737611
Collection of subscriptions receivable 195290199 817384
Balance at end of second quarter 188448098 686

Deposit on subscriptions

Balance at the beginning of year
Collection of deposit on SR 98940319

Application of deposit against SR 98940319
Balance at end of second quarter

Paid in capital from sale of treasury

Balance at the beginning of year 1624012 1624012

Acquisition

Balance at end of second quarter 1624012 1624012

Unrealized Losses on Decline in

Market Value of Long-term Investments

Balance at the beginning of year 163032906 87875464
Adjustments 30642590 28170913
Balance at end of second quarter 132390316 116046377

Retained Earnings
Balance at the beginning of year 34441406 49541472
Net Income loss for the period 624569 4141517
Balance at end of second quarter 35065975 45399955

Total Stockholders Equity 1564407677 1375127437
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THE PHILODRILL CORPORATION
SCHEDULE AMOUNTS RECEIVABLE FROM DIRECTORS OFFICERS

EMPLOYEES RELATED PARTIES AND PRINCIPAL STOCKHOLDERS OTHER THAN AFFILIATES
FOR THE SECOND QUARTER ENDED JUNE 30 2009

Beginning Amounts Amounts
EndingName and Designation of Debtor Balance Additions Collected Written off Current Not Current Balance

Various officer and employees 1061588 452829 461637 1052780 1062780

1061588 452829 461637 1052780 1052780
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THE PHILODRIU CORPORATION
SCHEDULE C- LONG TERM INVESTMENTS IN SECURITITES

NONCURRENT MARKETABLE EQUITY SECURITIES
OThER LONG TERM INVESTMENTS IN STOCK

INVESTMENTS IN BONDS AND OThER DEBT SECURITIES

FOR THE SECOND QUARTER ENDED JUNE 30 2009

BEGINNING BALANCE ADDITIONS

Number of Shares Equity In

or Principal EarnIngs Losses
Name of Issuing Entity and Amount of Amount In of Investees

Descrlpilon of Investment .sn- Pesos forth Period

Investments In associates-at equIty

Pent Capital Investment Corp

Pants Capital Holdings Inc

Phoenix Gas Oil Explo

Amount shown under the caption

AvaIlable For Sale Investments

Atlas ConsolIdated MIning and

Development CorporatIon

Anglo PhIlIppine Holdings Corp

Vulcan Industrial MIning Corp

United Paragon Mining Corp

PhIlippine Gold

South China Petroleum Explo Inc

Fll.Eetate Land Inc

CJH Golf Club Inc

Iaea.sIIa.s.nn in An.II. I. ..a.

DEDUCTIONS ENDING BALANCE Dividends Recelvedl

Number of Shares Accrued from
DIstribution of or Principal Investments Not

Earnings by Amount of Amount In Accounted for by
Others In.n.M. Others ---

Notes Pesos --ikthnri

1600000 177659865 1447200 2000000
300000 44668183

1600000 177106765

800000 44688783

222328.348 1447200

3123293 101081306

2000.000 221775548

6.000 6907
3123293 101061306

3910000 5042138
6000 5901

8839068254 72983966

3910000 5042138

325000 10811340
6839068254 12983955

2540034 3392405
10877340

5188800 10423888
2540034 3352405

17 10200006

213986943

5186800

17

10.423888

10.200.003

148423876

35.583.361

287891715 1447200 2.000.000

16051464
16051464

16051484

213943
132372.112

81614.831
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THE PHILODRILL CORPORATiON

SCHEDULE INDEBTEDNESS OF UNCONSOLIDATED SUBSIDIARiES AND AFFILIATES

FOR THE SECOND QUARTER ENDED JUNE 30 2009

Beginning Ending

Name of Affiliate Balance Balance

25488607 24488607

5614118 5614118

19874489 18874489

Alakor Corporation

Fit-Energy Corporation

Ocean Composite Yacht Inc

Volcan Industrial and Mining Corporation

Pacific Rim Export Holdings Corp
United Paragon Mining Corporation

Others

Less-allowance for doubtful accounts

10000000

4753762

4500000

3356629

1114118

732819

1031279

9000000

4753762

4500000

3356630

1114118

732819

1031278



24

THE PHILODRILL CORPORATION
SCHEDULE PROPERTY AND EQUIPMENT

FOR THE SECOND QUARTER ENDED JUNE 30 2009

11514988

10277196

611824645 96125 3234961 615155730

Wells platforms and other facilities

Office condominium units and Improvements
Office furniture fixtures and equipment

Transportation equipment

584607460

5425001

96125
3234961

584607460

8659962

11611113

10.277.196



Wells platforms and other facilities

Office condominium units and improvements
Office furniture fixtures and equipment

Transportation equipment
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THE PHILODRILL CORPORATION
SCHEDULE ACCUMULATED DEPLETION DEPRECIATION AND AMORTIZATION

FOR THE SECOND QUARTER ENDED JUNE 30 2009

293881232

5261711

11048017

5280.405

294421903

8371561

11166444
5794266

Additions Other Changes-

BegInning Charged to Costs Additions

Classification Balance and Expenses Retirements Deductions

Ending

Balance

540671

482

107427

513.860

3109368

315471365 1162440 3109358 319743163
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THE PHILODRILL CORPORATION
SCHEDULE INTANGIBLE ASSETS AND OTHER ASSETS

FOR THE SECOND QUARTER ENDED JUNE 30 2009

Classification

Deferred oil exploration and

development costs

less-Allowance for unrecoverable

deferred oil explo costs

Other Changes
Beginning Additions Charged to Costs Charged to Additions Ending

Balance at Cost and Expenses Other Accounts Deductions Balance

863079093 340741

41611674 41611674

821467419 340741
821808180

863419834
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THE PHILODRILL CORPORATION

SCHEDULE CAPITAL STOCK
FOR THE SECOND QUARTER ENDED JUNE 30 2009

Title of issue Authorized

Issued and

Outstanding Subscribed

Number of shares

Reserved for

Options etc

Number of shares

held by DIrectors

Iflcers and Employee Others

Common shares at P0.01 par value 200000000000 154179189668 37689615690 902104084 190966701274
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AGING OF ACCOUNTS RECEIVABLE

THE PHILODRILL CORPORATION

SCHEDULE AGING OF ACCOUNTS RECEIVABLES
FOR THE SECOND QUARTER ENDED JUNE 302009

pest due
months accts ltsmsA.....n4 BkkI.

month 2.3 months 44 mnntha to year 1-2 veare 3-5 years In lltluation

Trade receviables

-- YVUIC UUWTU

1Accountwtthcontractoperator

less allowance for doubtful accounts

61010221 11834326 18617462 9896276 10662158

NetTrad ReceIvables 51010221 11834325 18617462

Non-trade receIvables

10662158

Accrued Interest receIvable 23008981 123219 250546 1008483
less allowance for doubtful accounts 3678279

183464 374328 776790 20292150

Accountwlth officers and employees 1052780 68007 66169 134636
3678.279

DivIdend receIvable 2250000
387968 406110

Others 36409100 5640473
2250000

less allowance for doubtful accounts 3427560
27341067 3427560

Net Non-Trade Rec.lvabl.s 55615022 5821700
3427560

Net ReceIvables 106625244 17.656025 18.934176

1143020

11039296

27912489 780438 776790 18863.871

ACCOUNTS RECEIVABLE DESCRIPTION

Type of Accounts ReceIvable NaturelDescrlption Collection Period

Trade receIvables

Account wIth contract operator share In crude oIl revenue net of 30 days

share In production costs

Non-trade receIvables

Accrued Interest receIvable Interest receIvable on advances

Account wIth officers and other advances to officers and

employees employees

DIvidend receIvable share In dIvIdend declared by affiliate
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Summary of Significant Accounting Policies and Financial Reporting Practices

Basis of Preparation

The consolidated financial statements have been prepared using the historical cost basis except for crude oil

inventory which is valued at market and quoted available-for-sale AFS financial assets which are measured at

fair value The consolidated financial statements are presented in Philippine Peso Peso which is the Parent

Companys functional currency 6Jl amounts are rounded off to the nearest Peso except when otherwise

indicated

Statement of Compliance

The consolidated financial statements of the Group have been prepared in accordance with Philippine Financial

Reporting Standards PFRS

Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financial years except as follows

The Group has adopted the following new Philippine Interpretations based on International Financial Reporting

Interpretations Committee IFRIC Interpretations and amendments to previously issued Philippine Accounting

Standards PAS during the year Adoption of these interpretations did not have material effect on the

consolidated financial statements except for the additional disdosures where required

Philippine Interpretation IFRIC 11 Group and Treasuiy Share Transaction requires arrangements whereby

an employee is granted rights to an entitys equity instruments to be accounted for as an equity-settled

scheme by the entity even if the entity chooses or is required to buy those equity instruments e.g

treasury shares from another party or the shareholders of the entity provide the equity instruments

needed It also provides guidance on how subsidiaries in their separate financial statements account for

such schemes when the subsidiarys employees receive rights to the equity instruments of the parent As the

Group currently has no such transactions the Interpretation did not have any effect on its consolidated

financial statements

Philippine Interpretation IFRIC 12 Sevice Concession Arrangements covers contractual arrangements

arising from entities providing public services The Group is not party to any concession arrangement

thus this Interpretation did not have any impact on the consolidated financial statements

Philippine Interpretation IFRIC 14 The Limit on Defined Benefit Asset Minimum Funding Requirements and

their Interaction provides guidance on how to assess the limit on the amount of surplus in defined benefit

scheme that can be recognized as an asset under

PAS 19 Employee Benefits The Interpretation did not have any impact on the consolidated financial

statements

Amendments to PAS 39 Financial Instruments Recognition and Measurement and PFRS Financial

Instruments Disclosures Reclassification of Financial Assets allows reclassification of certain financial

instruments held-for-trading to either held-to-maturity HTM loans and receivables or AFS financial assets

categories as well as certain instruments from investments to loans and receivables The Group has no
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financial instruments held-for-trading thus the amendments did not have any impact on the consolidated

financial statements

Basis of Consolidation

The consolidated financial statements comprise the balance sheets of the Parent Company and PGO its wholly

owned subsidiary as of December 31 2008 and 2007 and the related statements of income of the Parent

Company for each of the three years in the penod ended

December 31 2008 and of PGO for each of the two years in the period ended

December 31 2008 The financial statements of the subsidiary are prepared for the same reporting year as the

Parent Company using consistent accounting policies

Subsidiary

subsidiary is an entity over which the Parent Company has the power to govern the financial and operating

policies of the entity or generally has an interest of more than one half of the voting rights of the entities The

existence and effect of potential voting rights that are currently exercisable or convertible are considered when

assessing whether the Parent Company controls another entity subsidiary is
fully

consolidated from the date

control is transferred to the Parent Company directly or through the holding companies Control is achieved

where the Parent Company has the por to govern the financial and operating policies of an entity so as to

obtain benefits from its activities They are deconsolidated from the date on which control ceases

All intra-group balances transactions income and losses resulting from intra-group transactions that are

recognized in assets are eliminated in full However intra-group losses that indicate impairment are recognized in

the consolidated financial statements

Investments in Associates

Associates are entities which the Group has significant influence but not control generally accompanying

shareholding of between 20% to 50% of the voting rights Investments in associates are accounted for under the

equity method of accounting and are initially recognized at cost

The Groups share of its associates post-acquisition profits or losses is recognized in the consolidated statement

of income and its share of post-acquisition movements in reserves is recognized in reserves The cumulative

post-acquisition movements are adjusted against the carrying amount of the investment When the Groups share

of losses in an associate equals or exceeds its interest in the associate including any other unsecured

receivables the Group does not recognize further losses unless it has incurred obligations or made payments on

behalf of the associate

Unrealized gains on transactions between the Group and its associates are eliminated to the extent of the Groups

interest in the associates Unrealized losses are also eliminated unless the transaction provides evidence of an

impairment of the asset transferred Mcounting polkies have been changed where necessary to ensure

consistency with the policies adopted by the Group

Interest in Jointly Controlled Assets

Interest in jointly controlled assets is accounted for by recognizing in the consolidated financial statements the

Groups share in the jointly controlled assets and included principally in the Property and equipment and

Deferred oil exploration costs accounts in the consolidated balance sheet and any liabilities incurred
jointly with

the other venturers as well as the related revenues and expenses of the joint venture The Group also recognizes

the expenses which it has incurred in respect of its interest in the joint venture and the related liabilities
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Business Combination and Goodwill

Business combinations are accounted for using the purchase method This involves recognizing identifiable

assets and liabilities of the acquired business
initially

at fair value If the acquirers interest in the net fair value of

the identifiable assets and liabilities exceeds the cost of the business combination the acquirer shall reassess

the identification and measurement of the acquirees identifiable assets and liabilities and the measurement of the

cost of the combination and recognize immediately in
profit or loss any excess remaining after that

reassessment

When business combination involves more than one exchange transaction each exchange transaction shall be

treated separately using the cost of the transaction and fair value inlbrmation

at the date of each exchange transaction to determine the amount of any goodwill associated with that

transaction This results in step-by-step comparison of the cost of the individual investments with the Groups

interest in the fair value of the acquirees identifiable assets liabilities and contingent liabilities at each exchange

transaction The fair values of the acquiress identifiable assets liabilities and contingent liabilities may be

different at the date of each exchange transaction Any adjustments to those fair values relating to previously held

interests of the Group is revaluation to be accounted for as such and presented separately as part of equity

Goodwill represents the excess of the cost of an acquisition over the fair value of the Groups share in the net

identifiable assets of the acquired subsidiary or associate at the date of acquisition Goodwill on acquisitions of

subsidiaries is recognized separately as noncurrent asset Goodwill on acquisitions of associates is included in

investments in associates and is tested annually for impairment as part of the overall balance

Goodwill is reviewed for impairment annually or more frequently if events or changes in circumstances indicate

that the carrying value may be impaired

Impairment is determined for goodwill by assessing the recoverable amount of the cash-generating unit CGU or

group of CGUs to which the goodwill relates Where the recoverable amount of the CGU or group of CGUs is

less than the carrying amount of the CGU or group of CGUs to which goodwill has been allocated an impairment

loss is recognized Impairment losses relating to goodwill cannot be reversed in future periods The Group

performs its impairment test of goodwill on an annual basis

Acquisition of PGO

On May 2007 the Parent Company acquired 100% of the shares of PGO an entity which have participating

interests in various oil properties in the Philippines and has not yet started

commercial operations as of the said date

The fair values of the identifiable assets of PGO as of the date of acquisition are as follows

Fair Values Carrying Values

Wells pJatfbrms and other facifities Note P21234458 P21234458

Deferred oil exploration costs Note 10695328 10695328

31929786 31929786

As of May 2007 PGO has no liabilities Since there was no fair value available for the acquired assets the

Parent Company assumed that the carrying value was the assets fair value and carried the same in its
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consolidated financial statements The purchase price for the net asset acquired was P32.6 million which resulted

to goodwill of P0.7 million The Parent Company immediately impaired this goodwill at the acquisition date As

of December 31 2008 PGO has not yet started commercial operations

Cash

Cash consists of cash on hand and in banks

Financial Assets and Financial Uabilities

The Group recognizes financial asset or financial liability in the consolidated balance sheet when it becomes

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 on the

settlement date Financial instruments are recognized initially
at fair value which is the fair value of the

consideration given in case of an asset or received in case of liability The initial measurement of financial

instruments except for those designated at fair value through profit or loss FVPL includes transaction cost

On initial recognition the Group dassifies its financial assets in the following categories

HTM investments AFS financial assets FVPL financial assets and loans and receivables as appropriate

Financial liabilities are classified as either financial liabilities at FVPL or other financial liabilities as appropriate

The classification depends on the purpose for which the investments are acquired and whether they are quoted in

an active market Management determines the classification of its financial assets and financial liabilities at initial

recognition and where allowed and appropriate re-evaluates such designation at each balance sheet date

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual

arrangement Interest dMdends gains and losses relating to financial instrument or component that is

financial
liability are reported as expense or income Distributions to holders of financial instruments classified as

equity are charged directly to equity net of any related income tax benefits

As of December 31 2008 and 2007 the Group has no financial assets dassified as HIM investments and

financial assets and financial liabilities at FVPL

Determination of fair value

The fair value of financial instruments that are actively traded in organized financial markets is determined by

relŁrence to quoted market prices bid price for long positions and ask price for short positions without any

deduction from transaction costs at the dose of business on the balance sheet date When current bid and asking

prices are not available the price of the most recent transaction is used since it provides evidence of current fair

value as long as there has not been significant change in economic circumstances since the time of transaction

For investments and all other financial instruments where there is no active market fair value is determined using

generally acceptable valuation techniques Such techniques include using arms length market transactions

reference to the current market value of another instrument which is substantially the same discounted cash flow

analysis and other valuation models

Dayl Profit

Where the transaction price in non-active market is different from the fair value based on other observable

current market transactions in the same instrument or based on valuation technique whose variables include

only data from observable market the Group recognizes the difference between the transaction price and fair
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value Day profit in The consolidated statement of income unless it qualifies for recognition as some other type

of asset In cases where use is made of data which is not observable the difference between the transaction

price and model value is only recognized in the consolidated statement of income when the inputs become

observable or when the instrument is derecognized For each transaction the Group determines the appropnate

method of recognizing the Day lprofit amount

Embedded derivatives

An embedded derivative is separated from the host financial or non-financial contract and accounted for as

derivative if all of the following conditions are met

the economic characteristics and risks of the embedded derivative are not closely related to the economic

characteristic of the host contract

separate instrument with the same terms as the embedded derivative would meet the definition of

derivative and

the hybrid or combined instrument is not recognized as at FVPL

The Group assesses whether embedded derivatives are required to be separated from host contracts when the

Group first becomes party to The contract Reassessment only occurs if there is 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 consolidated statement of income

The Group has no embedded derivatives as of December31 2008 and 2007

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted

in an active market After initial measurement loans and receivables are subsequently carried at amortized cost

using the effective interest method less any allowance for impairment Amortized cost is calculated taking into

account any
discount or premium on acquisition and includes transaction costs and fees that are an integral part

of the effective interest rate and transaction costs Gains and losses are recognized in the consolidated statement

of income when the loans and receivables are derecognized or impaired as well as through the amortization

process These financial assets are induded in current assets if maturity is within twelve months from the balance

sheet date Otherwise these are classified as non-current assets

As of December 31 2008 and 2007 the Groups loans and receivables consist of cash in banks and receivables

Note 19

AFS financial assets

AFS financial assets are non-derivative financial assets that are designated as AFS or are not classified in any of

the three other categories The Group designates financial instruments as AFS financial assets if they are

purchased and held indefinitely and may be sold in response to
liquidity requirements or changes in market

conditions After initial recognition AFS financial assets are measured at fair value with unrealized gains or losses

being recognized directly in equity as Net unrealized loss on decline in value of AFS financial assets

When the financial asset is disposed of the cumulative gains or losses previously recorded in equity are

recognized in the consolidated statement of income Interest earned on the investments is reported as Interest

income using the effective interest method Dividends earned on investments are recognized in the consolidated
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statement of income as Dividends income when the right of payment has been established The Group considers

several factors in making decision on the eventual disposal of the investment The major factor of this decision is

whether or not the Group will experience inevitable further losses on the investment These financial assets are

classified as noncurrent assets unless the intention is to dispose of such assets within twelve months from the

balance sheet date

As of December 31 2008 and 2007 the Group classifies its investments in shares of stocks as AFS financial

assets Note

Other financial liabilities

Other financial liabilities are
initially

recorded at fair value less directly attributable transaction costs After initial

recognition interest-bearing loans and borrowings are subsequently measured at amortized cost using the

effective interest method Amortized cost is calculated by taking into account any issue costs and
any discount or

premium on settlement Gains and losses are recognized in the consolidated statement of income when the

liabilities are derecognized as well as through the amortization process

As of December 31 2008 and 2007 the Group classifies its loans payable accounts payable and accrued

liabilities dividends payable and subscriptions payable as other financial liabilities

Note 19

Offsetting Financial Instruments

Financial assets and financial liabilities are set off and the net amount is reported in the consolidated balance

sheet if and only if there is currently enforceable legal right to offset the recognized amounts and there is an

intention to settle on net basis or to realize the asset and settle the liability simultaneously

Impairment of Financial Assets

The Group assesses at each balance sheet date whether financial asset or group of financial assets is

impaired financial asset or group of financial assets is deemed to be impaired if and only if there is objective

evidence of impairment as result of one or more events that has occurred after the initial recognition of the asset

an incurred loss event and that loss event or events has an impact on the estimated future cash flows of the

financial asset or the group of financial assets that can be reliably estimated Evidence of impairment may indude

indications that the contracted parties or group of contracted parties 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 defaults

Loans and receivables

If there is objective evidence that an impairment loss on financial assets canied at amortized cost has been

incurred the amount of loss is measured as the difference between the assers carrying amount and the present

value of estimated future cash flows exduding future credit losses that have not been incurred discounted at the

financial assets original effective interest rate i.e the effective interest rate computed at initial recognition The

carrying amount of the asset shall be reduced through the use of an allowance account The amount of loss is

recognized in the consolidated statement of income

The Group first assesses whether objective evidence of impairment exists individually for financial assets that are

individually significant and collectively for financial assets that are not individually significant If it is determined
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that no objective evidence of impairment exists for an individually assessed financial asset whether significant or

not the asset is included in the group of financial assets with similar credit risk and characteristics and that group

of financial assets is collectively assessed 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 collective

assessment of impairment

If in subsequent period the amount of the impairment loss decreases and the decrease can be related

objectively to an event occurring after the impairment was recognized the previously recognized impairment loss

is reversed Any subsequent reversal of an impairment loss is recognized in the consolidated statement of

income to the extent that the carrying value of the asset does not exceed its amortized cost at the reversal date

In relation to receivable provision for impairment is made when there is objective evidence such as the

probability of insolvency or significant financial difficulties of the debtor that the Group will not be able to collect all

the amounts due under the original terms of the invoice The carrying amount of the receivable is reduced

through the use of an allowance account Impaired receivables are derecognized when they are assessed as

uncoliectible

AFS financial assets

For AFS financial assets the Group assesses at each balance sheet date whether there is objective evidence that

financial asset or group of financial assets is impaired

in case of equity investments classified as AFS financial assets this would include significant or prolonged

decline in the fair value of the investments below its cost When 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 consolidated statement of income is removed from equity and

recognized in the consolidated statement of income

Impairment losses on equity investments are not reversed through the consolidated statement of income

Increases in fair value after impairment are recognized directly in equity

In the case of debt instruments dassified as AFS financial assets 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 consolidated statement of

income If in subsequent year the fair value of debt instrument increases and the increase can be objectively

related to an event occurring after the impairment loss was recognized in the consolidated statement of income

the impairment loss is reversed through the consolidated statement of income

Derecoqnition of Financial Assets and Financial Liabilities

Financial assets

financial asset or where applicable part of financial asset or part of group of similar financial assets is

derecognized when

the rights to receive cash flows from the asset have expired
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the Group retains the right to receive cash flows from the asset but has assumed an obligation to pay them

in lUll without material delay to third party under pass-through arrangement or

the Group has transferred its rights to receive cash flows from the asset and either has transferred

substantiaHy all the risks and rewanis of the asset or has neither transferred nor retained substantially all

risks and rewards of the asset but has transferred control of the asset

Where the Group has transferred its rights to receive cash flows from an asset or has entered into pass-through

arrangement and has neither transferred nor retained substantially all the risks and rewards of the asset nor

transferred control of the asset the asset is recognized to the extent of

the Groups continuing involvement in the asset Continuing involvement that takes the form of 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 the Group could be required to repay

Financial liabilities

financial liability is derecognized when the obligation under the liability was discharged cancelled or has

expired

Where an existing financial
liability

is replaced by another from the same lender on substantially different terms or

the terms of an existing liability are substantially modified such an exchange or modification is treated as

derecognition of the original liability
and the recognition of new liability

and the difference in the respective

carrying amounts is recognized in the consolidated statement of income

Crude Oil Inventory

Crude oil inventory is carried at market value

Property and Equipment

Property and equipment are stated at cost less accumulated depletion depreciation and amortization and any

impairment in value Such cost includes the cost of replacing part of such property and equipment when that cost

is incurred and the recognition criteria are met

The initial cost of property and equipment other than wells platforms and other facilities comprises its purchase

price including taxes and any directly attributable costs of bringing the asset to its working condition and location

for its intended use Expenditures incurred after the property and equipment have been put into operation such

as repairs and maintenance are normally charged to income in the period the costs are incurred In situations

where it can be clearly demonstrated that the expenditures have resulted in an increase in the future economic

benefits expected to be obtained from the use of an item of property and equipment beyond its originally assessed

standard of performance the expenditures are capitalized as additional cost of property and equipment

When assets are retired or otherwise disposed of the cost related accumulated depletion depreciation and

amortization and any allowance for impairment are removed from the accounts and any gain or loss resulting

from their disposals is recognized in consolidated statement of income

Depletion of wells platforms and other facilities are provided on field basis under the unit-of-production method

based upon estimates of proved reserves The depletion base includes the exploration and development cost of

producing olifields
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Depreciation of property and equipment other than wells platforms and other facilities is computed using the

straight-line method over the estimated useful lives of the assets as follows

Number of Years

Office condominium units and improvements 20

Transportation equipment

Office furniture fixtures and equipment

Depredation and amortization of an item of property and equipment begins when it becomes available for use

i.e when it is in the location and condition necessary for it to be capable of operating in the manner intended by

management Depreciation or amortization ceases at the earlier of the date that the item is dassitled as held for

sale or induded in disposal group that is dassified as held for sale in accordance with PFRS Noncurrent

Assets Hek for Sale and Discontinued erations and the date the asset is derecognized

Wells in progress pertains to those development costs relating to Service Contract SC where oil in commercial

quantities are discovered and are subsequently reclassified to Wells platforms and other facilities shown under

Property and equipment account in the consolidated balance sheet upon commercial production Depletion of

wells in progress commences upon transfer to property and equipment

The assets useful lives and depletion depredation and amortization methods are reviewed periodically to ensure

that the periods and methods of depletion depreciation and amortization are consistent with the expected pattern

of economic benefits from items of property and equipment

Deferred Oil Exploration Costs

The Group follows the full cost method of accounting for exploration costs determined on the basis of each

SC/Geophysical Survey and Exploration Contract GSEC area Under this method all exploration costs relating

to each SC/GSEC are deferred pending determination of whether the contract area contains oil and gas reserves

in commemial quantities The exploration costs relating to the SCJGSEC area where oil and gas in commercial

quantities are discovered are subsequently capitalized as Wells platforms and other facilities shown under the

Property and equipment account in the consolidated balance sheet upon commercial production When the

SCIGSEC is permanently abandoned or the Group has withdrawn from the consortium the related deferred oil

exploration costs are written-off SCs and GSECs are considered permanently abandoned if the SCs and GSECs

have expired and/or there are no definite plans for further exploration and/or development

Impairment of Noncurrent Non-financial Assets

The Group assesses at each balance sheet date whether there is an indication that noncurrent

non-financial assets which include property and equipment deferred oil exploration costs investments in

associates and other noncurrent assets may be impaired If any such indication exists or when annual

impairment testing for an asset is required the Group makes an estimate of the assets recoverable amount An

assets recoverable amount is the higher of an assets or CGUs fair value less costs to sell and its value in use

and is determined for an individual asset unless the asset does not generate cash inflows that are largely

independent of those from other assets or groups
of assets Where the carrying amount of an asset exceeds its

recoverable amount the asset is considered impaired and is written down to its recoverable amount In assessing

value in use the estimated future cash flows are discounted to their present value using pre-tax discount rate

that reflects current market assessments of the time value of money and the risks specific to the asset

Impairment losses of continuing operations are recognized in the consolidated statement of income in those

expense categories consistent with the function of the impaired asset
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For assets exduding goodwill an assessment is made at each balance sheet date as to whether there is
any

indication that previously recognized impairment losses may no longer exist or may have decreased If such

indication exists the recoverable amount is estimated previously recognized impairment loss is reversed only if

there has been change in the estimates used to determine the assets recoverable amount since the last

impairment loss was recognized If that is the case the canying amount of the asset is increased to its

recoverable amount That increased amount cannot exceed the carrying amount that would have been

determined net of depletion depreciation and amortization had no impairment loss been recognized for the asset

in prior years Such reversal is recognized in the consolidated statement of income unless the asset is carried at

revalued amount in which case the reversal is treated as revaluation increase After such reversal the

depreciation charge is adjusted in ftiture periods to allocate the assets revised carrying amount less any residual

value on systematic basis over its remaining useM life

Revenue Recoqnition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Group and the

amount of revenue can be reliably measured Revenue is measured at the fair value of The consideration

received exduding discounts rebates and other sales taxes or duty The following specific recognition criteria

must also be met before revenue is recognized

Petroleum revenue

Revenue from petroleum operations is recognized as income at the time of production

Rental income

Rental income is accounted for on straight-line basis over the related lease terms

Interest income

Interest income is recognized as the interest accrues taking into account the effective yield on the asset

DMdend income

Dividend income is recognized when the right to receive the payment is established

Borrowing Costs

Borrowing costs generally are recognized as expense in the consolidated statement of income when incurred

Borrowing costs are capitalized if they are directly attributable to the acquisition or construction of qualifying

asset Capitalization of borrowing costs commences when the activities to prepare the asset are in progress and

expenditures and borrowing costs are being incurred Borrowing costs are capitalized until the assets are

substantially ready for their intended use If the carrying amount of the asset exceeds its estimated recoverable

amount an impairment loss is recorded

Retirement Benefits Costs

Retirement benefits costs are actuarially determined using the prcted unit credit method The projected unit

credit method considers each period of service as giving rise to an additional unit of benefit entitlement and

measures each unit separately to build up the final obligation Upon introduction of new plan or improvement of

an existing plan past service costs are recognized on straight-line basis over the average period until the

amended benefits become vested To the extent that the benefits are already vested immediately past service

cost is immediately expensed Actuarial gains and losses are recognized as income or expense when the

cumulative unrecognized actuarial gains and losses at the end of the previous reporting year exceeded 10% of the
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higher of the present value of defined benefit obligation and the fair value of plan assets at that date These gains

or losses are recognized over the expected average remaining working lives of the employees participafing in the

plan The past service cost is recognized as an expense on straight line basis over the average period until the

benefits become vested If the benefits are already vested immediately following the introduction of or changes

to the retirement plan past service cost is recognized immediately

Retirement benefits liability is the aggregate of the present value of the defined benefit obligation and actuarial

gains and losses not recognized reduced by past service cost not yet recognized and the fair value of plan assets

out of which the obligations are to be seWed directly

If such aggregate is negative the asset is measured at the lower of such aggregate or the aggregate cumulative

unrecognized net actuarial losses and past service cost and the present value of any economic benefits available

in the form of refunds from the plan or reductions in the future contributions to the plan

Leases

The determination of whether an arrangement is or contains lease is based on the substance of the

arrangement at inception date whether the fulfillment of the arrangement is dependent on the use of

specific asset or the arrangement conveys right to use the asset

reassessment is made after inception of the lease only if one of the following applies

there is change in contractual terms other than renewal or extension of the arrangement

renewal option is exercised or extension granted unless the term of the renewal or extension was

initially
included in the lease term

there is change in the determination of whether fulfillment is dependent on specified asset or

there is substantial change to the asset

Where reassessment is made lease accounting shall commence or cease from the date when the

change in circumstances gave rise to the reassessment for scenarios or and at the date of

renewal or extension period for scenario

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are

dassified as operating leases Operating lease payments are recognized as an expense in the

consolidated statement of income on straight line basis over the lease term

Income Taxes

Cunent income lax

Current income tax assets and liabilities for the current and prior periods are measured at the amount

expected to be recovered from or paid to the tax authority The tax rates and tax laws used to compute the

amount are those that are enacted or substantively enacted as of the balance sheet date

Deferred income tax

Deferred income tax is recognized on all temporary differences at the balance sheet date between the tax

bases of assets and liabilities and their carrying amounts for financial reporting purposes

Deferred income tax liabilities are recognized for all taxable temporary differences Deterred income tax assets

are recognized for all deductible temporary differences and carryforward benefits of unused tax credits from
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excess of minimum corporate income tax MCII over the regular corporate income tax RCIT and unused tax

losses from net operating loss carryover FsIOLCO to the extent that it is probable that sufficient fUture taxable

profit
will be available against which the deductible temporary differences excess MCIT over RCIT and NOLCO

can be utilized

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the

extent that it is no longer probable that sufficient future taxable
profit

will be available to allow all or part of the

deferred income tax asset to be utilized Unrecognized deferred income tax assets are reassessed at each

balance sheet date and are recognized to the extent that it has become probable that sufficient future taxable

profit will allow the deferred income tax asset to be recovered

Deferred income tax assets and deferred income tax liabilities are measured at the tax rates that are expected to

apply to the period when the asset is realized or the
liability is settled based on tax rates and tax laws that have

been enacted or substantively enacted at the balance sheet date

Deferred income tax assets and deferred income tax liabilities are offset if legally enforceable right exist to set

off current tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the

same taxation authority

Provisions and Contingencies

Provisions are recognized when the Group has present obligation legal or constructive as result of past

event it is probable that an outflow of resources embodying economic benefits will be required to settle the

obligation and reliable estimate can be made of the amount of the obligation If the effect of time value of

money is material provisions are determined by discounting the expected future cash flows at pretax rate that

reflects current market assessment of the time value of money and where appropriate the risks specific to the

liability Where discounting is used the increase in the provision due to passage of time is recognized as an

interest expense

Contingent liabilities are not recognized in the consolidated financial statements These are disclosed unless the

possibility of an outflow of resources embodying economic benefits is remote Contingent assets are not

recognized in the consolidated financial statements but disclosed when an inflow of economic benefits is probable

Basic/Diluted Earnings Loss Per Share

Basic earnings loss per share is computed by dividing net income loss fur the year by the weighted average
number of common shares issued and outstanding during the year after giving retroactive effect to stock dividends

declared and stock rights exercised during the year if any

Diluted eamings loss per share is computed by dividing net income loss for the year after deducting interest

on convertible preferred shares by the weighted average number of shares issued and outstanding during the

year plus the weighted average number of common shares that would be issued on the conversion of all dilutive

potential common shares into common shares

As of December 31 2008 the Group has potential dilutive common shares from its stock rights offering and no

potential dilutive common shares in 2007 and 2006

Foreign Currency Transactions and Translations

Transactions in foreign currencies are recorded using the applicable exchange rate at the date of the transaction

Outstanding monetary assets and liabilities denominated in foreign currencies are
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retranslated using the applicable dosing functional currency exchange rate at the balance sheet date Foreign

exchange gains or losses arising from foreign currency-denominated transactions and translations are recognized

in the consolidated statement of income

SeQment Reporting

Currently the Group has only one business segment The Group is primarily involved in oil exploration and

production Revenue generated consists mainly of revenue from petroleum operations Other income is derived

from rent of office spaces In terms of geographic segments the Group currently has no geographical segments

Management monitors the operating results of its business unit separately for the purpose of making decisions

about resource allocation and performance assessment Segment performance is evaluated based on operating

profit or loss which in certain respects is measured differently from operating income or loss in the consolidated

financial statements Group financing excluding interest income and expense and income taxes are managed on

group basis and are not allocated to operating segments

Events After the Balance Sheet Date

Post year-end events that provide additional information about the Groups position at the balance sheet date

adjusting events are reflected in the consolidated financial statements Post year-end events that are not

adjusting events are disclosed in the notes to consolidated financial statements when material

Future Changes in Accounting Policies

The following are the new and revised accounting standards and Interpretations that wiN become effective

subsequent to 2008 Except as otherwise indicated the Group does not expect the adoption of these new and

amended PFRS and Philippine interpretations to have any significant impact on its consolidated financial

statements

EffectWe in 2009

PFRS First-time Adoption of PFRS Cost of an Investment in Subsidiary Jointly Controlled Entity or

Associate allows an entity in its separate financial statements to determine the cost of investments in

subsidiaries jointly controlled entities or associates in its opening PFRS financial statements as one of the

following amounts cost determined in accordance with PAS 27 Consolidated and Separate Financial

Statements at the fair value of the investment at the date of transition to PFRS determined in

accordance with PAS 39 or previous carrying amount as determined under generally accepted

accounting principles of the investment at the date of transition to PFRS

PFRS Share-based Payment Vesting Condition and Cancellations darifies the definition of vesting

condition and prescribes the treatment for an award that is effectively cancelled It defines vesting condition

as condition that indudes an explicit or implicit requirement to provide services It further requires

nonvesting conditions to be treated in similar fashion to market conditions Failure to satisfy nonvesting

condition that is within the control of either the entity or the counterparty is accounted for as cancellation

However failure to satisfy nonvesting condition that is beyond the control of either party does not give rise

to cancellation

PFRS Operating Segments replaces PAS 14 Segment Repoiting and adopts full management

approach to identifying measuring and disclosing the results of an entitys operating segments The

information reported would be that which management uses internally for evaluating the performance of
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operating segments and allocating resources to those segments Such iniormaffon may be different from

that reported in the balance sheet and statement of income and the Group will provide explanations and

reconciliations of the diffarences This standard is only epplicable to an entity that has debt or equity

instruments that are traded in public market or that files or is in the process of filing its financial

statements with securities commission or similar party

Amendments to PAS Presentation of Financial Statements introduce new statement of comprehensive

income that combines all items of income and expenses recognized in the profit or loss together with other

comprehensive income Entities may choose to present all items in one statement or to present two linked

statements separate statement of income and statement of comprehensive income This amendment

also requires additional requirements in the presentation of the balance sheet and owners equity as well as

additional disclosures to be included in the consolidated financial statements

Revised PAS 23 Borrowing Costs requires capitalization of borrowing costs when such costs relate to

qualifying asset qualifying asset is an asset that necessarily takes substantial period of time to get ready

for its intended use or sale In accordance with the transitional requirements in the standard the Group will

adopt this as prospective change Accordingly borrowing costs will be capitalized on qualifying assets with

commencement date after January 2009 No changes will be made for borrowing costs incurred to this

date that have been expensed

Amendments to PAS 27 prescribe changes in respect of the holding companies separate financial

statements including the deletion of cost method making the distinction between pre-acquisition and

post-acquisition profits no longer required and in cases of reorganizations where new parent is inserted

above an existing parent of the group subject to meeting specific requirements the cost of the subsidiary is

the previous carrying amount of its share of equity items in the subsidiary rather than its fair value All

dividends will be recognized in
profit or loss However the payment of such dividends requires the entity to

consider whether there is an indicator of impairment

Amendment to PAS 32 Financial Instruments Presentation and PAS Puttable Financial lnstninients and

Obligations Arising on Liquidation specifies among others that puttable financial instruments will be

classified as equity if they have all of the fbllowing specified features the instrument entities the holder to

require the entity to repurchase or redeem the instrument either on an ongoing basis or on liquidation for

pro-rata share of the entitys net assets the instrument is in the most subordinate dass of instruments

with no priority over other claims to the assets of the entity on liquidation all instruments in the

subordinate class have identical features the instrument does not include any contractual obligation to

pay cash or financial assets other than the holders right to
pro rata share of the entitys net assets and

the total expected cash flows attributable to the instrument over its life are based substantially on the profit or

loss change in recognized net assets or change in the fair value of the recognized and unrecognized net

assets of the entity over the life of the instrument

Phllippine Interpretation IFRIC 13 Customer Loyally Programmes requires customer loyalty award credits to

be accounted for as separate component of the sates transaction in which they are granted and therefore

part of the fair value of the consideration received is allocated to the award credits and realized in income

over the period that the award credits are redeemed or expired
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Philippine Interpretation IFRIC 16 Hedges of Net Investment in Foreign Operation provides guidance on

identifying foreign currency risks that qualify for hedge accounting in the hedge of net investment where

within the group the hedging instrument can be held in the hedge of net investment and how an entity

should determine the amount of foreign currency gains or losses relating to both the net investment and the

hedging instrument to be recycled on disposal of the net investment

Improvements to PFRSS

In May 2008 the International Accounting Standards Board issued its first omnibus of amendments to certain

standards primarily with view to removing inconsistencies and darifying wording These are the separate

transitional provisions for each standard

PFRS Non-current Assets Held for Sale and Discontinued Operations specifies when subsidiary is held

for sale all of its assets and liabilities will be classified as held for sale under PFRS even when the entity

retains non-controlling interest in the subsidiary after the sale

PAS clarifies assets and liabilities classified as held for trading are not automatically classified as current in

the balance sheet

PAS 16 Property Plant and Equipment replaces the term net selling price with fair value less costs to sell

to be consistent with PFRS and PAS 36 rnpaim7ent of Assets It also clarifies that items of property plant

and equipment held for rental that are routinely sold in the ordinary course of business after rental are

translØrred to inventory when rental ceases and they are held for sale Proceeds of such safes are

subsequently shown as revenue Cash payments on initial recognition of such items the cash receipts from

rents and subsequent sales are all shown as cash flows from operating activities

PAS 19 revises the definition of past service costs to indude reductions in benefits related to past services

negative past service costs and to exdude reductions in benefits related to future services that arise from

plan amendments Amendments to plans that result in reduction in benefits related to future services are

accounted for as curtailment It also revises the definition of return on plan assets to exdude plan

administration costs if they have already been included in the actuarial assumptions used to measure the

defined benefit obligation It also revises the definition of short-term and other long-term employee benefits

to focus on the point in time at which the liability is due to be settled ft also deletes the reference to the

recognition of contingent liabilities to ensure consistency with

PAS 37 Provisions Contingent Liabilities and Contingent Assets

PAS 20 Accounting for Government Grants and Disclosures of Government Assistance clarifies that loans

granted with no or low interest rates will not be exempt from the requirement to impute interest The

difference between the amount received and the discounted amount is accounted for as government grant

PAS 23 revises the definition of borrowing costs to consolidate the types of items that are considered

components of borrowing costs i.e components of the interest expense calculated using the effective

interest rate method This revised standard disallows the alternative treatment of borrowing costs which

permits the recognition of borrowing costs as expense
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PAS 28 Investment in Associates clarifies that if an associate is accounted for at fair value in accordance

with PAS 39 only the requirement of PAS 28 to disclose the nature and extent of any significant restrictions

on the ability of the associate to transfer funds to the entity in the form of cash or repayment of loans applies

It also defines an investment in an associate as single asset for the purpose of conducting the impairment

test Therefore any impairment test is not separately allocated to the goodwill induded in the investment

balance

PAS 29 Financial Reporting in Hyperinflationary Economies revises the reference to the exception that

assets and liabilities should be measured at historical cost such that it notes property plant and equipment

as being an example rather than implying that it is definitive list

PAS 31 Interest in Joint Ventures clarifies that if joint venture is accounted for at fair value in accordance

with PAS 39 only the requirements of PAS 31 to disclose the commitments of the venturer and the joint

venture as well as summary financial information about the assets liabilities income and expense will apply

PAS 36 provides that when discounted cash flows are used to estimate fair value less cost to sell

additional disclosure is required about the discount rate consistent with disclosures required when the

discounted cash flows are used to estimate value-in-use

PAS 38 Intangible Assets provides that expenditure on advertising and promotional activities is to be

recognized as an expense when the Group either has the right to access the goods or has received the

services Advertising and promotional activities now specifically indude mail order catalogues It also

deletes references to there being rarely if ever persuasive evidence to support an amortization method for

finite life intangible assets that results in lower amount of accumulated amortization than under the straight-

line method thereby effectively allowing the use of the unit of production method

PAS 39 provides changes in circumstances relating to derivatives specifically derivatives designated or de

designated as hedging instruments after initial recognition are not reclassifications It also clarifies when

financial assets are reclassified as result of an insurance company changing its accounting policy in

accordance with paragraph 45 of

PFRS Insurance Contracts such is change in circumstance not reclassification It further removes the

reference to segment when determining whether an instrument qualifies as hedge It requires use of the

revised effective interest rate rather than the original effective interest rate when remeasuring debt

instrument on the cessation of fair value hedge accounting

PAS 40 Investment Properties revises the scope and the scope of PAS 16 to include property that is being

constructed or developed for future use as an investment property Where an entity is unable to determine

the fair value of an investment property under construction but expects to be able to determine its fair value

on completion the investment under construction will be measured at cost until such time as fair value can

be determined or construction is complete

PAS 41 Agricufture removes the reference to the use of pretax discount rate to determine fair value

thereby allowing use of either pretax or post-tax discount rate depending on the valuation methodology

used and removes the prohibition to take into account cash flows resulting from any additional

transformations when estimating fair value Instead cash flows that are expected to be generated in the

most relevant market are taken into account
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Effective in 2010

Revised PFRS Business Combinations and PAS 27 introduce number of changes in the accounting for

business combinations that will impact the amount of goodwill recognized the reported results in the period

that an acquisition occurs and future reported results The revised PAS 27 requires among others that

change in ownership interests of subsidiary that do not result in loss of control will be accounted for as an

equity transaction and will have no impact on goodwill nor will it give rise to gain or loss tosses ina.irred

by the subsidiary will be allocated between the controlling and non-controlling interests previously referred to

as minority interests even if the losses exceed the non-controlling equity investment in the subsidiary and

on loss of control of subsidiary any retained interest will be remeasured to fair value and this will impact

the gain or loss recognized on disposal The changes introduced by the revised PFRS and PAS 27 must

be applied prospectively and will affect future acquisitions and transactions with noncontrolling interests

Amendment to PAS 39 Bigible hedged items addresses only the designation of one-sided risk in

hedged item and the designation of inflation as hedged risk or portion in particular situations The

amendment clarifies that an entity is permitted to designate portion of the fair value changes or cash flow

variability
of financial instrument as hedged item

Philippine Interpretation IFRIC 17 Distributions of Non-cash Assets to Owners covers accounting for all non-

reciprocal cfistribution of non-cash assets to owners It provides guidance on when to recognize liability

how to measure it and the associated assets and when to derecognize the asset and liability and the

consequences of doing so

Philippine Interpretation IFRIC 18 Transfers of Assets from Customers applies to the accounting for

transfers of items of property plant and equipment by an entity that receive such transfers from its customer

wherein the entity must then use such transferred asset either to connect the customer to network or to

provide the customer with ongoing access to supply of goods or services or to do both

EffectIve in 2012

Philippine Interpretation IFRIC 15 Agreement for Construction of Real Estate covers accounting for revenue

and associated expenses by entities that undertake the construction of real estate directly or through

subcontractors This interpretation requires that revenue on construction of real estate be recognized only

upon completion except when such contract qualifies as construction contract to be accounted for under

PAS 11 Construction Contracts or involves rendering of services in which case revenue is recognized based

on stage of completion Contracts involving provision of services with the construction materials and where

the risks and reward of ownership are transferred to the buyer on continuous basis will also be accounted

for based on stage of completion

The Group continues to assess the impact of the above new and amended accounting standards and

Interpretations effective subsequent to 2008 on the Groups consolidated financial statements in the period of

initial application Additional disdosures required by these amendments will be induded in the consolidated

financial statements when these amendments are adopted
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PART FINANCiAL INFORMATION

Item Financial Statements

The unaudited Consolidated Financial Statements of the Company for the 3rd quarter

ended 30 September 2009 are included in this report The schedules listed in the

accompanying Index to Supplementary Schedules are filed as part of the SEC Form 17Q

Interim Statements of Operations for the current interim period 01 January to 30

September 2009 with comparative Statement of Operations for the comparable period

01 January to 30 September 2008 are attached to this report

statement showing changes in equity cumulatively for the current financial year to date

01 January to 30 September 2009 with comparative statement for the comparable

year-to-date period of the immediately preceding financial year 01 January to 30

September 2008 are attached to this report

The basic and diluted earnings/loss per share are presented on the face of the attached

Statement of Operations 01 January to 30 September 2009 as well as the basis of

computation thereof

The Companys interim financial report for the 3rd quarter 2009 is in compliance with

Generally Accepted Accounting Principles UGAAPI Included in this report is summary

of the Companys significant accounting policies

The Company follows the same accounting policies and methods of computation in its

interim financial statements 01 January to September 30 2009 as compared with the

most recent annual financial statements 2008 and no policies or methods have been

changed There were NO rectassifications of financial assets made into and from each

category as of the current reporting period

There were NO seasonal or cydicat aspects that had material effect on the financial

condition or results of interim operations of the Company



There were NO unusual items during the interim period 01 January to 30 September

2009 the nature amount size or incidents of which have affected the assets liabilities

equity net income or cash flows of the Company

There were NO changes in the estimates of amounts reported in prior financial year

2008 which had material effect in the current interim period 01 January to 30

September 2009

10 There were NO issuances repurchases and repayments of debt and equity securities

during the current interim period January to September 30 2009

11 There were NO dividends paid on any Company share during the interim period January

to September 30 2009

12 The Company does not generate revenues from any particular segment and its business

is not delineated into any segment whether by business or geography The Company is

not required to disclose segment information in its financial statements

13 Up to the time of filing of this quarterly report there were NO material events subsequent

to the end of the interim period January to September 30 2009 that have not been

reflected in the financial statements for said interim period

14 There were NO changes in the composition of the Company during the interim period

January to September 30 2009 and there were NO business combinations acquisition

or disposal of subsidiaries and long-term investments restructurings and discontinuance

of operations during said interim period

15 The Company has NO contingent liabilities or contingent assets as of its last annual

balance sheet date December 31 2008 and as of end of current interim period

September 30 2009 EXCEPT those disdosed in Note to the Companys 2008 Audited

Financial Statements

16 There are NO material contingencies and any other events or transactions that are

material to an understanding of the current interim period January to September 30

2009

Item Managements Discussion and Analysis of Financial Condition and Results of

Operations



Financial Performance

Total revenues for the three quarters ended September 30 2009 increased by P107.0 million or

101% to P212.6 million from P105.6 million for the same period last year The combined

production increased to 708014 barrels for the three quarters ended September 30 2009 from

80166 barrels produced for the same period last year The increase was mainly due to the Galoc

production and revenues booked following the termination of the Extended Production Test EPT
in June 2009 As of September 30 2009 share in Galoc revenues amounted to P84.83 million for

the equivalent post-EPT production of 579002 barrels The average price per barrel for the period

ended September 30 2009 was $65.94 as compared to $87.99 for the same period last year

Equity in net earnings of associates slightly decreased by P0.08 million Miscellaneous income

decreased by P2.6 million mainly due to the absence in 2009 of the farmin bonus relative to the

West Linapacan project Interest income decreased by P1.1 million or 41% due to the absence in

2009 of interest income booked on subscriptions receivable for the interim period ended

September 30 2008 Foreign exchange gains losses reflected net gain of P1.5 million for the

three quarters of 2009 as compared to P0.4 million for the same period last year

Total costs and expenses increased by P29.5 million from P114.0 million for the three quarters of

2008 to P143.5 million for the three quarters of 2009 Interest and financing charges decreased by

P6.0 million or 47% due to the full settlement of all loans made in April 2009 Operang costs

increased by 28% due to the booking of the share in operating costs of Galoc oilfleld The

companys net income amounted to P57.0 million for the three quarters of 2009 as compared with

the P5.2 million net loss for the same period last year

The Companys top five key performance indicators are as follows

Sept 30 2009 Dec 31 2008

CurrentRatio 11.851 0.721

Current Assets 210383196 109038805

Current Uabilities 17748342 151482198

DebttoEguityRao 0.011 0.121

Total Uabilities 18887458 159839150

Stockholders Equity 1643448395 1339099455

Equity to Debt Ratio 87.011 8.38

Stockholders Equity 1643448395 1339099455



Total Uabilities 18887458 159839150

Book Value
per Share________ 0.0085655 0.00872

Stockholders Equity 1643448395 1339099455

Shares outstanding 191.868805358 153495044287

Income Loss per Share 0.0003221 0.0000339

Net Income Loss 56998483 5205475

Weighted ave no of shares 176945676053 153495044287

for the penod January Ito September30

The current ratio of 0.721 as of December 31 2008 increased to 11.85 as of September 30

2009 The Companys current assets exceeded its current liabilities by P192.6 million as of

September 30 2009 The Available.forsale AFS Investments account in the balance sheet

consists of shares of stock which are listed with the Philippine Stock Exchange and which could be

sold to meet the Companys obligations as might be called for by future circumstances These

shares of stock had an aggregate market value of P102.5 million as of September 30 2009 and

P51.0 million as of December 31 2008 If these shares would be considered part of Current

Assets the recomputed current ratio would be 17.63 as of September 30 2009 and 1.061 as of

December 31 2008

Total assets increased from P1.499 billion as of December 31 2008 to P1.66 billion as of

September 30 2009 Cash increased by P63.4 million due to the reimbursement of expenses

relative to SCI4 Nido Matinloc and Galoc blocks and collection of share in Galoc revenues

Receivables increased by P18.8 million or 24% due to some trade receivables accrued as of

September 30 2009 Crude oil inventory increased by P34.1 million due to the higher level of

crude oil on storage as inventory as of September 30 2009 AFS investments increased by P51.5

million or 101% due to the adjustment in the valuation reserve pertaining to the listed stock

investments of the company

Total current liabilities reflected decrease of P133.7 million from P151.5 million as of December

31 2008 to P17.7 million as of September 30 2009 mainly due to the full settlement of loans

made during the interim period

Stockholders equity increased by P304.3 million from P1.339 billion as of December 31 2008 to

P1.643 billion as of September 30 2009 mainly due to the subscription to the companys stock

rights offering The valuation reserve pertaining to the companys listed stock investments was

adjusted from P163.0 million as of December 31 2008 to P111.5 million as of September 30

2009 The companys retained earnings amounted to P22.6 million as of September 30 2009 as

compared to the deficit balance of P34.4 million as of December 31 2008



The Company has majority-owned subsidiary Phoenix Gas Oil Exploration Corporation

PGO The Company acquired 100% of PGOs capital stock in May 2007 Since PGO has NOT

yet started commercial operations disclosure on performance indicators are as follows

Debt to Equity Ratio

Total Uabibties

Stockholders Equity

Eauitv to Debt Ratio

Stockholders Equity

Total Uabilifies

0.006

57863

9141264

1581

9141264

57863

0.003

29092

9170034

3151

9170034

29092

0.0007

9.199.127

12505000000

Sept3O2009 Dec.312008

Current Ratio

Current Assets

Current Liabilities

Income loss per Share 0.000002 0.000002

Net Income Loss 28770 27060

Average shares outstanding 12505000000 12505000000

Book Value per Share

Stockholders Equity

Average shares outstanding

0.0007

9141264

12505000000

Discussion and Analysis of Material Events and Uncertainties

In general Management is not aware of any material event or uncertainty that has affected the

current interim period and/or would have material impact on future operations of the Company

The Company will continue to be affected by the Philippine business environment as may be

influenced by any local/regional financial and political crises

There are NO known trends demands commitments events or uncertainties that have or

are reasonably likely to have material impact on the Companys liquidity Should the

Companys cash position be not sufficient to meet current requirements the Company

may consider collecting the balance of subscriptions receivable selling portion of

its existing investments and assets and generating cash from loans and advances



There are NO events that will trigger direct or contingent financial obligation that is

material to the company including any default or acceleration of an obligation

There are NO material off-balance sheet transactions arrangements obligations

induding contingent obligations and other relationships of the company with

unconsolidated entities or other persons created during the reporting period

The Company has NO material commitments for capital expenditures except for the

Companys share in the exploration and development expenditures in the SCs and

GSECs The Company expects to be able to fund such expenditures from the collection of

the balance of subscriptions receivable and from loans or to avoid incurring these

expenditures altogether by way of farm-outs

There are NO known trends events or uncertainties that have had or are reasonably

expected to have material impact on the revenues or income of the Company from

continuing operations

There are NO significant elements of income or loss that did not arise from the Companys

continuing operations

There have been NO material changes from period to period in one or more line items of

the Companys financial statements except those discussed below

Cash increased by P63.4 million due to the reimbursement of expenses relative to

SCI4 Nido Matinloc and Galoc blocks and collection of share in Galoc revenues

Receivables increased by P18.8 million or 24% due to trade receivables accrued as of

end of the interim period

Crude oil inventory increased by P34.0 million due to higher level of crude oil on

storage as of September 30 2009

Other current assets decreased by P0.6 million due to amortization of prepaid

expenses booked during the interim period

AFS investments increased by P51.5 million or 101% due to the adjustment in the

valuation reserve pertaining to the listed stock investments of the Company



Other noncurrent assets decreased by P0.3 million or 36% due to amortization of

other deferred charges

Trade and other payables loans payable and advances from related companies

decreased by P8.9 million P121.7 million and P3.0 million respectively due to the

settlement of loans and accounts during the interim period

Non-current liabilities decreased by P7.2 million or 86% due to payment of the pension

liability

Subscribed capital stock and subscriptions receivable increased by P375.8 million and

P1 87.9 million respectively from the December 31 2008 balances The increase was

due to the companys stock rights offering

Unrealized losses on decline in market value of AFS investments decreased by P51.5

million or 31.6% due to the adjustment in the valuation reserve pertaining to the listed

stock investments of the Company

The companys retained earnings amounted to P22.6 million as of September 30

2009 as compared with the deficit balance of P34.4 million as of December 31 2008

The increase of P57 million was due to the net income booked for the three quarters

of 2009

Petroleum revenues increased by P94.5 million or 100% mainly due to the booking of

the companys share in Galoc revenues following the termination of the EPT As of

September 30 2009 post-EPT production from Galoc totaled to 579002 barrels The

average price per barrel for the period ended September 30 2009 was $65.94 as

compared to $87.99 for the same period last year

Miscellaneous income decreased by P2.6 million mainly due to the absence in 2009 of

the farmin bonus relative to the West Linapacan project

Interest income decreased by P1.1 million or 41% due to the absence in 2009 of the

interest income on subscriptions receivable booked for the interim period ended

September 30 2008

Foreign exchange gains losses reflected net gain of P1.5 million for the three

quarters of 2009 as compared to P0.4 million for the same period last year



Interests and financing charges decreased by P6.0 million The decrease was due to

the full settlement of loans made during the interim period ended September 30 2009

as compared to the same period last year

Share in costs and operating increased by 28% due to the booking of the companys

share in the Galoc operating expenses during the interim period

General and administrative expenses increased by P12.8 million or 63% due to the

some expenses booked relative to the stock rights offering pension plan and other

provisions for year-end expenses

Net income amounted to P57.0 million for the three quarters of 2009 as compared to

the net loss of P5.2 million for the same period last year

There are NO seasonal aspects that had matenal effect on the financial condition or

results of operations

Item Managements Assessment and Evaluation of Financial Risk Exposures

Financial Instruments

Since there were NO financial assets reclassified into and from each category disclosures on the

following are

The financial assets reclassified into and from each category Not Applicable

For each reporting period until derecognilion the carrying amounts and fair values

of all financial assets reclassified in the current reporting period and previous

reporting periods Not Applicable

For financial assets reclassified in rare circumstances the facts that would

establish such kind of circumstances -Not Applicable

In the reporting period to which financial assets are reclassified the fair value of

the gains or losses of those assets as recognized either in profit or loss or in

equity other comprehensive income in that reporting period and previous

reporting periods Not Applicable



For the remainder of the instruments lives the gains or losses that would have

been recognized in profit or loss or equity had they not been reclassified together

with the gains losses income and expenses now recognized Applicable

As at date of reclassification the effective interest rates and estimated amounts

of cash flows the company expects to recover Not Applicable

Fair Values of Financial Instruments

The following table shows the carrying amounts and fair values of the Groups financial assets and

financial liabilities

Consolidated Consolidated Consolidated Consolidated

Unaudited Unaudited Audited Audited

September September December2008 December2008

2009 2009

Fair Values Canying Values Fair Values Canying Values

FiNANCIAL ASSETS

Cash on hand 1223 1223 40064 40064

CashInbanks 11190766 11190786 940774 940774

Shottemt placements 53197800 53197800

Accounts with contract operabis 59748500 59748500 35015455 35015455

RecelvablefmmNidoPetmleum 27.232131 27232131

Advances te related companIes 9874489 9874489 19850492 19850492

Accrued Interest receivables 23008981 23008981 18556464 18556484

Dividends 2250000 2250000 2250000 2250000

Advanstoclessandemployees 1192694 1192694 1081779 1081779

Accountewith partners 2516375 2516375 761259 761259

Others 90305 90305 118133 118133

163071152 163071152 105806487 105806487

AFS financial assets -___________
Quoted equity instruments 91602557 91.602557 40094902 40094902

Unquoted equity Instruments 10877340 10877340 10877340 10877340

102479897 102479897 50972242 50912242

265551050 265551050 156818783 156816783

FiNANCIAL LLABILFI1ES

Loans payable 121724515 121724515

Accounts payable and accrued

Accrued Interest 7861430 7861430

Accounts with palners 8714042 8714042 5151086 5151086

Advances frem related conqanles 3054250 3054250

Accrued lIabilities 3412825 3412825 2145226 2.145226

Others 1.319949 1319949 3352220 3352220

Dividends payable 5035941 5035941 5035941 5035941

Subsaijifions payable 2069233 2069233 2069233 2069233

20551990 20551990 150393901 150393901
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The carrying amounts of financial assets and liabilities approximate their fair values because of

their short-term nature Quoted AFS investments are carried at fair value based on the quoted

values of the securities

Financial Risk Management Objectives and Policies

Financial Risk Management Objectives and Policies

The Groups principal financial instruments comprise mainly of cash short term placements

receivables advances to/from related companies AFS financial assets loans payable accounts

payables and accrued liabilities dividends payable and subscriptions payable The main purpose

of these financial instruments is to provide financing for the Groups operations and capital

intensive projects

The Board of Directors BOD is mainly responsible for the overall risk management approach and

for the approval of risk strategies
and principles of the Group

The main risks arising from the Groups financial instruments are credit and concentration risks

liquidity risk and market risks The market risks exposure of the Group can be further classified to

foreign currency risk equity price risk and commodity price risk The BOD reviews and approves

the policies for managing some of these risks and they are summarized as follows

Credit and concentration risks

Credit risk is such risk where the Group could incur loss if its counterparties fail to discharge their

contractual obligations although the Group trades only with recognized creditworthy third parties

As of September 30 2009 all of the outstanding trade receivables are from the SC14 B-i

C-I consortiums At present the SCI4 B-I consortium has supply agreement with

Pilipinas Shell Petroleum Corporation PSPC assuring PSPC with sale of the SC14 B-i

consortiums petroleum products For SCI4 C-i consortium the operator Galoc Production

Company has crude agency agreement with Vitol Asia Pte Ltd for the marketing of the Galoc

production

With respect to credit risk arising from other financial assets of the Group which comprise of cash

and AFS financial assets the Groups exposure to credit risk could arise from default of the

counterparty having maximum exposure equal to the carrying amount of these instruments

gross of any collaterals and credit enhancements The table below summarizes the Groups

exposure to credit risk for the components of the unaudited consolidated balance sheet as of

September 30 2009

Loans and rece4vables
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Cashinbanks 11190786

Shod tenn placemets 53197800

Acoounts with contract operators 59748500

Receivable from NkJo Petdeum

Advances to related companies 9874489

Accrued iitemst 23008981

DivIdends 2250000

Advances to officers and employees 1192694

Aunls with partners 2516375

Others 90304

AFS Investments

Quoted 91602557

Unquoted 10877.340

Gross maximum credit risk exposure 266549827

The table below shows the credit quality of the Groups financial assets by class as of September

30 2009 based on the Groups credit evaluation process

Neither past due Neither past due

nor Impaired nor impaired Pastdue but Impaired

Hh Grade Standard Grade not unpaired Financial Assets Total

Ioans and receivables

Ceshmbanks 11190786 11190786

Short tenn placements 53197800 53197800

Auob with contract operators 59748500 59748500

Advances to related companIes 9874488 5614118 15488606

Accrued interest 19330702 3678279 23008981

Dividends 2250000 2250000

Advances to officers and employees 1192694 1192694

Aunts with partners 2516375 2516375

tfJr 90305 3427560 3517864

AFS Investments

Quoted equity instruments 91602557 91602557

Unquoted equity instruments 10877340 10877340

Total 130186460 102479897 29205190 12719957 274591503

High grade credit quality financial assets pertain to financial assets with insignificant risk of default

based on historical experience and/or counterparty credit standing Standard grade credit quality

financial assets are those assets with history of default but cannot be deemed uncollectible

because it arises from related companies for which there is common control

Uguidity risk

Liquidity risk is such risk where the Group becomes unable to meet its payment obligations when

they fall due under normal and stress circumstances The Groups objective is to maintain

balance between continuity of funding and flexibility through the use of bank loans and operating

cash flows The Group addresses liquidity concerns primarily through cash flows from operations

and short-term borrowings
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Foreiqn currency risk

Foreign currency risk is such risk that the value of the Groups financial instruments diminish due

to unfavorable changes in foreign exchange rates The Parent Companys transactional currency

exposures arise from sales in currencies other than its functional currency All of the parent

Companys share in petroleum operations revenue are denominated in US dollar Likewise the

Parent Company is exposed to foreign exchange risk arising from its US dollar-denominated trade

receivables

guitv price risk

Equity price risk is such risk where the fair values of the investments in quoted equity securities

could decrease as result of changes in the levels of equity indices and the value of individual

stocks The Group is exposed to equity securities price risk because of investments held by the

Parent Company which are classified in the consolidated balance sheets as AFS financial assets

Commodity pnce risk

The Parent Companys revenues are based on international commodity quotations i.e primarily

on the average Dubai oil prices over which the Parent Company has no significant influence or

control This exposes the Parent Companys results of operations to commodity price volatilities

that may significanify impact its cash inflows

Interest Rate Risk

Interest rate risk is such risk where the possibility of changes in interest rates would unfavorably

affect future cash flows from the financial statements The Groups exposure to the risk of changes

in interest rates relates primarily to the bank loans which are reviewed and reset by the creditor

banks regulariy As of June 30 2009 the Company had fully paid its outstanding bank loans

PETROLEUM PROJECTS

1.0 Service Contract 6A Octon

Farminee Vital GPO SA has undertaken re-processing of about 75 sq km of 3D seismic data in

Octon area in conjunction with the re-processing of Galoc 3D seismic data as part of Galoc Phase

evaluation activities Geophysical contractor CGGVeritas completed the pre-stack time

migration phase last July while the pre-stack depth migration will be completed towards end-

November 2009 Evaluation of the re-processed data will follow and the results expected to

contribute in the better understanding of the Octon reservoir
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The Octon re-processing program substitutes for the Octon Block Consortiums work program for

the first year of the extension period March 2009 February 2010 that was submitted earlier to

the Department of Energy DOE as justification for the requested contract extension The re

scheduled work program of field evaluation leading to development will be the consortiums

program for 2010 possibly extending to 2011

2.0 Service Contract Cadlao

Philodrill is continuing negotiations with Blade Petroleum and Venturoil who have earlier expressed

interest to purchase Philodrills 1.65% revenue interest ORRI in the Cadlao Field

3.0 Service Contract 6B Bonita

The exclusivity of Venturoil on the Bonita Block as well as the non-producing sub-blocks in

Service Contract 14 expired on September 30 2009

4.0 Service Contract No 14 Production Blocks

3n1 Quarter 2009 Crude Oil Production Summary in barrels

Nido Matinloc North Matinloc Total

July 5114 5670 10784

August 11910 4743 3789 20442

September 5614 4064 9678

11910 15471 13523 40904
Total

The consortium completed shipments during the third quarter involving 11910 barrels of crude

oil from Nido 9688 barrels from Matinloc and 9171 barrels from North Matinloc As of end-

September about 10436 barrels of combined Matinloc and North Matinloc crude are onboard the

storage tanker

Underwater inspections of the Nido and Matinloc platforms were conducted last August and

September as part of the yearly maintenance work to ensure continuous protection for the sub-sea
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and surface structures of the production platforms The inspected facilities were found to be in

good condition

5.0 Service Contract No 14 Retention Block Tara Libro and North Matinloc

Venturoils extension of option to farm-in expired in September 2009

6.0 Service Contract No 14 Cl Galoc

The Galoc Field produced 547223 barrels for the period from July to September 30 2009

Cumulative production stood at 2830893 barrels as of September 30 2009

During the third quarter of 2009 Galoc Production Company GPC completed offtakes invoMng

about 371180 barrels These cargoes were sold to Petron Corporation and SK Energy of South

Korea As of September 30 about 203600 barrels are on board the FPSO Rubicon Intrepid

The Galoc Field was shut down from June 24 until August 13 due to multiple operational glitches

and equipment failures aggravated by several weather conditions during the period The

disconnection of the FPSO due to Typhoon Feria on June 24th resulted in the twisting of the

umbilical section and tether lines which in turn damaged sections of the riser that required

replacement GPC had to bring in larger workboat to facilitate speedy repair and reconnection

works Production operations resumed on August 13 at stabilized rate 12600 barrels of oil per

day

As part of the assessment of the Galoc Field for possible Phase development GPC embarked

on re-processing of 3D seismic data covering the Galoc and the adjacent Octon area Results are

expected to contribute to better understanding of the Galoc reservoir and to identify locations for

drilling new development wells Evaluation of the re-processed data is ongoing
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7.0 Service Contract 14 C-2 West Linapacan

The activities for the West Linapacan Block continue as programmed although delayed by

few months In July Pitkin presented the results of the completed seismic inversion performed

by Schiumberger Likewise ISIS completed the Sequence Stratigraphy Study the results of which

Pitkin was still reviewing as of end-September Also during the same period Pitkin was still

reviewing their contractors initial report on the field development conceptual engineering study

In view of unexpected delays in the completion of studies P11km sought for an extension on

its Phase work commitment which expired in August 2009 as per the farm-in agreement The

Consortium granted the extension with the issuance of an executed amendment to the farm-in

agreement such that the completion of the Phase Work Program shall be on or before June 30

2010

8.0 Service Contract No.41 Sulu Sea

Geophysical contractor DownUnder Geosolutions completed the 3D seismic data re-processing

and have delivered the full inversion volume and processing report to Tap Oil in July They are

currently integrating the new re-processed data and the results from the new well drilled last year

into their models of the Sandakan Basin Tap Oil believes that this will help in the characterization

of further drilling prospects within the block as several different play types in the area remain

untested

9.0 Service Contract No.53 Onshore Mindoro

In response to Pitkins request for the extension of Sub-Phase of SC 53 the DOE merged the

first sub-phases to form new Sub-Phase July 2005 to March 2011 with the work

commitment of minimum 200 line-km 2D seismic acquisition and drilling of one well The new Sub-

Phase will be for the period March 2011 to July 2012 with commitment to drill wells

Pitkin awarded the 2D seismic data acquisition to BGP Chinese seismic contractor Based on

BGPs submitted preliminary project timetable they will conduct pre-survey of the site and set-up

base camp by mid-September and start the navigation survey in October Actual data recording

should commence in November or December As of 30 September 2009 BGP had already

mobilized its seismic crew to the survey areas
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10.0 SWAN BLOCK

Philodrill continue to wait for PNOC-ECs response to the proposed participation in SC 57 and SC

58

PART II- OTHER INFORMATION

There were NO items for disclosure that were not made under SEC Form 17C during the current

interim period 01 January to 30 September 2009

SIGNATURES

Pursuant to the requirements of Securities Regulation Code the registrant has caused this report

to be signed on its behalf by the undersigned thereunto duly authorized

Date ______________ Date _______________
FRANCISCO NAVARRO REYNALD tAZAREA

Executive Vice President Treasurer VP-Administration
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THE PHILODRILL CORPORATION
Balance Sheets Consolidated

Unaudited Audited

September30 December 31

2009 2008

ASSETS

Current Assets

Cash short-term placements 64389814 980828

ReceIvables 98217778 79401103

Crude oil inventory 35659760 1596162

Advances to related companies net 9874489 25464610
Other current assets 2241355 1596102

Total Current Assets 210383196 109038805

Noncurrent Assets

Property and equipment net 299714235 297098016

Investments Associates 226645338 219853948
Available-for-sale Investments 102479896 50972242

Deferred oil exploration and development costs 822623934 821218862

Other noncurrent assets 428654 756732

Total Noncurrent Assets 1451952657 1389899800
TOTAL ASSETS 1662335853 1498938605

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Trade and other payables 10643168 19598259
Loans payable 121724515

Advances from related companies 3054250
Dividends payable 5035941 5035941

Subscriptions payable 2069233 2069233
Total Current Liabilities 17748342 151482198

Noncurrent Liabilities

Pension liabIlity 7217836

Deferred Income tax liabIlity 1139116 1139116

Total Noncurrent Liabilities 1139116 8356952

Stockholders Equity

Capital stock P0.01 par value

Authorized 200 billion shares in 2009

-155 bIllion shares in 2008

Issued 1542897100 1534949112
Subscribed 375790954 1331

Subscriptions receivable 187895497 687
Paid In capital from sale of treasury 1624012 1624012

Unrealized losses on decline In market value

of investments 111525251 163032906
Retained Earnings Deficit 22557017 34441407
Total Stockholders Equity 1643448395 1339099455

TOTAL LIABILITES AND STOCKHOLDERS EQUE 1662335853 1498938605



THE PHILODRILL CORPORATION
Statements of income

January

to Sept 30

Consolidated

January
to

July July

Sept to Sept 30 to Sept 30

REVENUES

2008 2009 2008

Share In petroleum operations 188353061
Equity in net earnings of associates net 8791390

93879722 118874652 23531367

Miscellaneous
247669

8875350 4869790 3848790
2871511 5635988 2869161

INTEREST INCOME 1598772

105626583

2699922

118108454

84140

30249318

246600

FOREIGN EXCHANGE GAINS LOSSES 1460302 436885 988494 551169

COSTS AND EXPENSES

Interest and financing charges 6677741
Share in costs and operatIng 103671787

12634918 108680 30473756

General and adminIstrative 33103183
81074566 46156398 3633051

Loss on sale of Investment
20259381 15292958 6287272

143452711

NET INCOME LOSS 56998483

113968865 61558036 40394079

Earnings loss per share was computed as follows

5205475 57623052 9346992

Net Income loss 56998483
Weighted average no of sha 176945676053

5205475 57623052 9346992

Income Loss per share 0.000322

153495044287 176945676053 153495044287

-I



20

THE PHILODRILL CORPORA11ON

Consolidated

January

Statements of Cash Flows

January
to Se 30

Unaudited

to 30

20082009

CASH FLOWS FROM OPERATING ACTIVITIES

Income Loss before income tax 56998483 5205475
Adjustments for

DepJetion depreciation and amortization 4779795 2295702

Equity in net losses earnings of associates net 8791390 8875350
Operating loss before working capital changes 52986888 11785123
Decrease increase in

Receivables 24843960 1641873
Crude oil inventory 34063598 9530782

Other current assets 645253 28798
Increase in accounts payable and accrued expenses 20982293k 18473057
Net cash from used In operating activities 27548215 22398069
CASH FLOWS FROM INVESTING ACTMTIES
Cash dividends received 2000000 2000000
Reductions in additions to

Property and equipment 7292405 605041
Deferred oil exploration and development costs 1405072 23270630
Advances to affiliated companies net 23034598 32818960
Investments

Other noncurrent assets 501793 251742
Subscriptions payable

Net cash from used In Investing activitIes 16838914 8405113
CASH FLOWS FROM FINANCING ACTIVITIES

Payments of

Loans payable 121724515 31000000
Cash dividend payable 22088

Proceeds from subscriptions receIvable 195842801 817382

Net cash from used in financing activities 74118286 31839470
NET INCREASE DECREASE IN CASH 63408985 1036288

CASH BEGINNING 980828 3825792

CASH ENDING 64389813 4862080
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THE PHILODRILL CORPORATION
Statement of Changes In Stockholders Equity

Jan-Sep 2009 Jan-Sep 2008

CAPITAL STOCK P0.01 par value

Authorized 200 bIllion she 155 billion shs

Issued

Balance at the beginning of year 1534949111 1529187292

Issuances for the period 7947989 5761819

Adjustments

Balance at end of second quarter 1542897100 1534949111

Subscribed

Balance at the beginning of year 1331 5763151

Preemptive rIghts 383737611

Issuances for the period 7947988 5761819
Adjustments

Balance at end of second quarter 375790954 1332

Subscriptions receivable

Balance at the beginning of year 686 818070
Preemptive rights 383737611
Collection of subscriptions receivable 195842800 817384
Balance at end of second quarter 187895496 686

Deposit on subscriptions

Balance at the beginning of year

Collection of deposit on SR 98940319

Application of deposit against SR 98940319
Balance at end of second quarter

Paid in capital from sale of treasuly

Balance at the beginning of year 1624012 1624012

AcquisitIon

Balance at end of second quarter 1624012 1624012

Unrealized Losses on Decline in

Market Value of Long-term Investments

Balance at the beginning of year 163032906 87875464
Adjustments 51507655 28170913
Balance at end of second quarter 111525251 116046377

Retained Earnings

Balance at the beginning of year 34441406 49541472
Net Income loss for the perIod 56998483 5205475
Balance at end of second quarter 22557077 54746947

Total Stockholders Equity 1643448395 1365780445



ThE PHILODRILL CORPORATION

SCHEDULE -AMOUNTS RECEIVABLE FROM DIRECTORS OFFICERS

EMPLOYEES RELATED PARTIES AND PRINCIPAL STOCKHOLDERS OTHER ThAN AFFILIATES

FOR ThE ThIRD QUARTER ENDED SEPT 30 2009

Various officers and employee 1052780 361920 212006 1192694 1192694

1.052780 351920 1.192.694 1192694212006



Investments In U$OClatss.at equity

Psnta Capital hivsslmsnt Corp
Pants Cspl Ho4dkig In
Phoenix Gas CII Explo

Amount shown und.rth caption

AvaIlable Far Sale Invsstnwnts

Atlas Consolldat.d
Mining and

Development Corporation

Msto Phstppln Hontings Co
Vulcan Industrial Mining Corp
United Paragon Mining Corp

PhMpplns Gate

South China Pstrokum Explo Inc
Fli-Estats Land Inc

CJH Goll Club Inc

Issa-eflowanc far daclin In martist value

THE PHILODRILLCORPOISATION
SCHEDULE C- LONG TERM INVESTMENTS IN SECURITITES

NONCURRENT MARKETABLE EQUITY SECURmES
OTHER LONG TERM INVESTMENTS IN STOCK

INVESTMENTS IN BONDS MD OTHER DENT SECURITIES
FOR ThE THIR.D QUARTER ENDED SEPT 302001

1.300.000 177103765

300000 44368733 1600000

300.000

181044386

46.600.473

BEGINNING

Numbsi of Shares

or PrincIpal
Name of Issuing Entity and Amount of

DesCIpllonoflnvtnnt

BALANCE ADDITIONS DEDUCTIONS
ENDING BALA3CE DMdsnd ReCatyedjEquity In

Numb.rofSliaras Accru.dfrEarnings 1.0us$
Distribution of

or Principal investments NotAmount In Invest..
Earnings by

3.938.100

931890

3123293 101081.303

6000 5907 3123293 101051308

3910000 1042136 8000 9O7
6.638.053214 12983881 3110000 1042138

325000 10877340 8339088214 72803915

2540034 3.392401 325000 10.877340

6168800

17

10423888

10200006

213988843

132372112

81614331 20.685.0551

20.885055

2140034

5138800

17

3392405

10423833

10200006

213998943

111601.047

102471.398
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THE PHILODRILL CORPORATION

SCHEDULE INDEBTEDNESS OF UNCONSOLIDATED SUBSIDIARIES AND AFFIUATES

FOR THE THIRD QUARTER ENDED SEPT 30 2009

Beginning Ending

Name of Affiliate Balance Balance

Less-allowance for doubtful accounts

Alakor Corporation 9000000

Fil-Energy Corporation 4753762 4753762

Ocean Composite Yacht lnc 4500000 4500000

Vulcan industrial and Mining Corporation 3356629 3356630
Pacific Rim Export Holdings Corp 1114118 1114118

United Paragon Mining Corporation 732819 732819

Others 1.031.279 1.031.278

24488607 15488607

5614118 5614118

18874489 9874489



60401

615155731 7191278 622347009

THE PHILODRILL CORPORATION

SCHEDULE PROPERTY AND EQUIPMENT

FOR THE THIRD QUARTER ENDED SEPTEMBER 30 2009

Wells platforms and other facilities

Office condominium units and improvements

Office furniture fixtures and equipment

Transportation equipment

584607460

8659962

11611113
10.277.196

7130877 591738337

8659962

11671514

10.277.196



THE PHILODRILL CORPORATION

SCHEDULE ACCUMULATED DEPLETION DEPRECIATION AND AMORTIZATION

FOR THE THIRD QUARTER ENDED SEPTEMBER 30 2009

Wells platforms and other facIlities

Office condominium units and Improvements

Office furniture fixtures and equipment

Transportation equipment

319743163 2829010 322572173

294421903

8371651

11156444

6794265

2202420
722

112009

513.860

296624323

8372273

11267453
6308125



THE PHILODRILL CORPORATION

SCHEDULE 0-INTANGIBLE ASSETS AND OTHER ASSETS

FOR THE ThIRD QUARTER ENDED SEPTEMBER 30 2009

41611674

821808160 816774
822623934

Deferred oIl exploration and

development costs 863419834 815774
864236608

less-Allowance for unrecoverable

deferred oil explo costs

-1



THE PHILODRILL CORPORATION

SCHEDULE CAPITAL STOCK
FOR THE THIRD QUARTER ENDED SEPTEMBER 30 2009

Title of Issue Authorized

Issued and

Outstanding Subscribed

Number of shares

Reserved for

Options etc

Number of shares

held by Directors

ffIcers and Employei Others

Common shares at P0.01 par value 200000000000 154289709968 37579095390 902104084 190966701274



AGING OF ACCOUNTS RECEIVABLE

ThE PHILODRILL CORPORATION
SCHEDULE AGING OF ACCOUNTS RECEIVABLES
FOR ThE ThIRD QUARTER ENDED SEPTEMBER 302009

pastdu
months ada Items

Tvn nf Annf Rk.hI ThtiI month 44 mOnths tfl
1.2 years years above -----

...
Trad mc.vlabl.

lAccoufltwtthcontractoperator

less allowance for doubtful accounts

62264875 20793264

IUWIIUIS

21228764 6083460 14159386

y. MHUO

NotTradeRc.Iyab.s
62264875 20793264 21.228764 6083460 14159386

Non-trade receIvables

Accrued Interest receivable

less allowance for doubtful accounts

2AccountwIthomc.aandmpioes
DIvidend receIvable

Others

less allowance for doubtful accounts

21896819

3618279
1192694

2250000

17719229

3427560

25719

264590

6768754

52296

45950

1753038

158888

5640473

183464

882154

131401

374328 ft6790 20327333

3678279

2250000

3427560
Net Non-Trade ReceIvables 35982903 1057083 1851281 5797361 1197025

3.427560

Net ReceIvables

374328 776790 18899054

ACCOUNTS RECEIVABLE DESCRIpTION

Type of Accounts Receivable NaturelDescrlpfjan Collection Period

Trade receIvables

Account with contract operator share In crude oil revenu not of 30 days
share In production costs

Non-trade r.celvables

Accrued Interest receivable Interest receivable on advances
Account with officers and other advances to officers and
employees

employees
DivIdend receivable share In dividend declared by affiliate
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Summary of Significant Accounting Policies and Financial Reporting Practices

Basis of Preparation

The consolidated ilnancial statements have been prepared using the historical cost basis except for crude oil

inventory which is valued at market and quoted available-for-sale AFS linancial assets which are measured at

fair value The consolidated financial statements are presented in Philippine Peso Peso which is the Parent

Companys functional currency All amounts are rounded off to the nearest Peso except when otherwise

indicated

Statement of ComDliance

The consolidated financial statements of the Group have been prepared in accordance with Philippine Financial

Reporting Standards PFRS

Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financial years except as follows

The Group has adopted the following new Philippine Interpretations based on International Financial Reporting

Interpretations Committee IFRIC Interpretations and amendments to previously issued Philippine Accounting

Standards PAS during the year Adoption of these interpretations did not have material effect on the

consolidated financial statements except for the additional disclosures where required

Philippine Interpretation IFRIC 11 Group and Treasury Share Transaction requires arrangements whereby

an employee is granted rights to an entitys equity instruments to be accounted for as an equity-settled

scheme by the entity even if the entity chooses or is required to buy those equity instruments e.g

treasury shares from another party or the shareholders of the entity provide the equity instruments

needed It also provides guidance on how subsidiaries in their separate financial statements account for

such schemes when the subsidiarys employees receive rights to the equity instruments of the parent As the

Group currently has no such transactions the Interpretation did not have any effect on its consolidated

financial statements

Philippine Interpretation IFRIC 12 Service Concession Arrangements covers contractual arrangements

arising from entities providing public services The Group is not party to any concession arrangement

thus this Interpretation did not have any impact on the consolidated financial statements

Philippine Interpretation IFRIC 14 The Umit on Defined Benefit Asset Minimum Funding Requirements and

their Interaction provides guidance on how to assess the limit on the amount of surplus in defined benefit

scheme that can be recognized as an asset under

PAS 19 Employee Benefits The Interpretation did not have any impact on the consohdated financial

statements

Amendments to PAS 39 Financial lnstnjrnents Recognition and Measurement and PFRS Financial

lnstnments Disclosures Reclassification of Financial Assets allows reclassification of certain financial

instruments held-for-trading to either held-to-maturity HTM loans and receivables or AFS financial assets

categories as well as certain instruments from investments to loans and receivables The Group has no
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financial instruments held-br-trading thus the amendments did not have any impact on the consolidated

financial statements

Basisof Consolidation

The consolidated financial statements comprise the balance sheets of the Parent Company and PGO its wholly

owned subsidiary as of December 31 2008 and 2007 and the related statements of income of the Parent

Company for each of the three years in the period ended

December 31 2008 and of PGO for each of the two years in the penod ended

December 31 2008 The financial statements of the subsidiary are prepared for the same reporting year as the

Parent Company using consistent accounting policies

Subs idiary

subsidiary is an entity over which the Parent Company has the power to govern the financial and operating

policies of the entity or generally has an interest of more than one half of the voting rights of the entities The

edstence and effect of potential voting rights that are currently exercisable or convertible are considered when

assessing whether the Parent Company controls another entity subsidiary is
fully consolidated from the date

control is transferred to the Parent Company directly or through the holding companies Control is achieved

where the Parent Company has the power to govern the financial and operating policies of an entity so as to

obtain benefits from its activities They are deconsolidated from the date on which control ceases

All intra-group balances transactions income and losses resulting from intra-group transactions that are

recognized in assets are eliminated in full However intra-group losses that indicate impairment are recognized in

the consolidated financial statements

Investments in Associates

Associates are entities which the Group has significant influence but not control generally accompanying

shareholding of between 20% to 50% of the voting rights Investments in associates are accounted for under the

equity method of accounting and are initially recognized at cost

The Groups share of its associates post-acquisition profits or losses is recognized in the consolidated statement

of income and its share of post-acquisition movements in reserves is recognized in reserves The cumulative

post-acquisition movements are adjusted against the carrying amount of the investment When the Groups share

of losses in an associate equals or exceeds its interest in the associate including any other unsecured

receivables the Group does not recognize further losses unless it has incurred obligations or made payments on

behalf of the associate

Unrealized gains on transactions between the Group and its associates are eliminated to the extent of the Groups

interest in the associates Unrealized losses are also eliminated unless the transaction provides evidence of an

impairment of the asset transferred Mcounting policies have been changed where necessary to ensure

consistency with the policies adopted by the Group

Interest in Jointly Controlled Assets

Interest in jointly controlled assets is accounted for by recognng in the consolidated financial statements the

Groups share in the jointly controlled assets and included principally in the Property and equipment and

Deferred oil exploration costs accounts in the consolidated balance sheet and any liabilities incurred
jointly

with

the other venturers as well as the related revenues and expenses of the joint venture The Group also recognizes

the expenses which it has incurred in respect of its interest in the joint venture and the related liabilities
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Business Combination and GOOdWIU

Business combinations are accounted for using the purchase method This involves recognizing identifiable

assets and liabilities of the acquired business iriWally at fair value lf theacquirers interest in the net fair value of

the identifiable assets and liabilities exceeds the cost of the business combination the acquirer shall reassess

the identification and measurement of the acquires identifiable assets and liabilities and the measurement of the

cost of the combination and recognize immediately in profit or toss any excess remaining after that

reassessment

When business combination involves more than one exchange transaction each exchange transaction shaH be

treated separately using the cost of the transaction and fair value information

at the date of each exchange transaction to determine the amount of any goodwill associated with that

transaction This results in step-by-step comparison of the cost of the individual investments with the Groups

interest in the fair value of the acquirees identifiable assets liabilities and contingent liabilities at each exchange

transaction The fair values of the acquirees identifiable assets liabilities and contingent liabilities may be

different at the date of each exchange transaction My adjustments to those fair values relating to previously held

interests of the Group is revaluation to be accounted for as such and presented separately as part of equity

Goodwill represents the excess of the cost of an acquisition over the fair value of the Groups share in the net

identifiable assets of the acquired subsidiary or associate at the date of acquisition Goodwill on acquisitions of

subsidiaries is recognized separately as noncurrent asset Goodwill on acquisitions of associates is induded in

investments in associates and is tested annually for impairment as part of the overall balance

Goodwill is reviewed for impairment annually or more frequently if events or changes in circumstances indicate

that the carrying value may be impaired

Impairment is determined for goodwill by assessing the recoverable amount of the cash-generating unit CGU or

group of CGUs to which the goodwill relates Where the recoverable amount of the CGU or group of CGUs is

less than the carrying amount of the CGU or group of CGUs to which goodwill has been allocated an impairment

loss is recognized Impairment losses relating to goodwill cannot be reversed in future periods The Group

performs its impairment test of goodwill on an annual basis

Acquisition of PGO

On May 2007 the Parent Company acquired 100% of the shares of P60 an entity which have participating

interests in various oil properties in the Philippines and has not yet started

commercial operations as of the said date

The fair values of the identifiable assets of PGO as of the date of acquisition are as follows

Fair Values Carrying Values

Wells platforms and other facilities Note P21234458 P21234458

Deferred oil exploration costs Note 10695328 10695328

31929786 31929786

As of May 2007 PGO has no liabilities Since there was no fair value available for the acquired assets the

Parent Company assumed that the carrying value was the assets fair value and carded the same in its
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consolidated financial statements The purchase price for the net asset acquired was p32.6 million which resulted

to goodwill of p0.7 million The Parent Company immediately impaired this goodwill at the acquisition date As

of December31 2008 PGO has not yet started commeraal operations

Cash

Cash consists of cash on hand and in banks

Financial Assets and Financial Liabilities

The Group recognizes financial asset or financial liability in the consolidated balance sheet when it becomes

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 reguiation or convention in the marketplace are recognized on the

settlement date Financial instruments are recognized initially at fair value which is the fair value of the

consideration given in case of an asset or received in case of liability The initial measurement of financial

instruments except for those designated at fair value through profit or loss FVPL includes transaction cost

On initial recognition the Group classifies its financial assets in the following categories

HTM investments AFS financial assets FVPL financial assets and loans and receivables as appropnate

Financial liabilities are classified as either financial liabilities at FVPL or other financial liabilities as appropriate

The classification depends on the purpose for which the investments are acquired and whether they are quoted in

an active market Management determines the classification of its finandai assets and financial riabilities at initial

recognition and where allowed and appropriate re-evaluates such designation at each balance sheet date

Financial instruments are classified as liabilities DI equity in accordance with the substance of the contractual

arrangement Interest dividends gains and losses relating to financial instrument or component that is

financial liability are reported as expense or income Distributions to holders of financial instruments classified as

equity are charged directly to equity net of any related income tax benefits

As of December 31 2008 and 2007 the Group has no financial assets classified as I-tIM investments and

financial assets and financial liabilities at FVPL

Detenninatkin of fair value

The fair value of financial instruments that are actively traded in organized financial markets is determined by

reference to quoted market prices bid price for long positions and ask price for short positions without any

deduction from transaction costs at the close of business on the balance sheet date When current bid and asking

prices are not available the price of the most recent transaction is used since it provides evidence of current lair

value as long as there has not been significant change in economic circumstances since the time of transaction

For investments and all other financial instruments where there is no active market fair value is determined using

generally acceptable valuation techniques Such techniques include using arms length market transactions

reference to the current market value of another instrument which is substantially the same discounted cash flow

analysis and other valuation models

Dayl Pfit

Where the transaction price in non-active market is different from the fair value based on other observable

current market transactions in the same instrument or based on valuation technique whose variables include

only data from observable market the Group recognizes the difference between the transaction price and fair
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value Day profit in the consotidated statement of income unless it qualifies for recognition as some other type

of asset In cases where use is made of data which is not observable the difference between the transaction

price and model value is only recognized in the consolidated statement of income when the inputs become

observable or when the instrument is derecognized For each transaction the Group determines the appropnatc

method of recognizing the Day profit amount

Embedded derivatives

An embedded derivative is separated from the host financial or non-financial contract and accounted for as

derivative if all of the following conditions are met

the economic characteristics and risks of tie embedded derivative are not closely related to the economic

characteristic of the host contract

separate instrument with the same terms as the embedded derivative would meet the definition of

derivative and

the hybrid or combined instrument is not recognized as at FVPL

The Group assesses whether embedded derivatives are required to be separated from host contracts when the

Group first becomes party to the contract Reassessment only occurs if there is 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 consolidated statement of income

The Group has no embedded derivatives as of December31 2008 and 2007

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted

in an active market After initial measurement loans and receivables are subsequently carried at amortized cost

using the effective interest method less any allowance for impairment Amortized cost is calculated taking into

account any discount or premium on acquisition and indudes transaction costs and fees that are an integral part

of the effective interest rate and transaction costs Gains and losses are recognized in the consolidated statement

of income when the loans and receivables are derecognized or impaired as well as through the amortization

process These financial assets are included in current assets if maturity is within twelve months from the balance

sheet date Otherwise these are classified as non-current assets

As of December 31 2008 and 2007 the Groups loans and receivables consist of cash in banks and receivables

Note 19

AFS financial assets

AFS financial assets are non-derivative financial assets that are designated as AFS or are not classified in any of

the three other categories The Group designates financial instruments as AFS financial assets if they are

purchased and held indefinitely and may be sold in response to
liquidity requirements or changes in market

conditions After initial recognition AFS financial assets are measured at fair value with unrealized gains or losses

being recognized directly in equity as Net unrealized loss on decline in value of AFS financial assets

When the financial asset is disposed of the cumulative gains or losses previously recorded in equity are

recognized in the consolidated statement of income Interest earned on the investments is reported as Interest

income using the effective interest method Dividends earned on investments are recognized in the consolidated
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statement of income as Dividends income when the right of payment has been established The Group considers

several factors in making decision on the eventual disposal of the investment The major factor of this decision is

whether or not the Group will experience inevitable ftirther losses on the investment These financial assets are

dassified as noncurrent assets unless the intention isto disposeof such assets within twelve months from the

balance sheet date

As of December 31 2008 and 2007 the Group classifies its investments in shares of stocks as AFS financial

assets Note

Other financial iabilities

Other financial liabilities are initially recorded at fair value less directly attributable transaction costs After initial

recognition interest-bearing loans and borrowings are subsequently measured at amortized cost using the

effective interest method Amortized cost is calculated by taking into account any issue costs and any discount or

premium on settlement Gains and losses are recognized in the consolidated statement of income when the

liabilities are derecognized as wall as through the amortization process

As of December 31 2008 and 2007 the Group classifies its loans payable accounts payable and accrued

liabilities dividends payable and subscriptions payable as other financial liabilities

Note 19

Offsetting Financial Instruments

Financial assets and financial liabilities are set off and the net amount is reported in the consolidated balance

sheet if and only if there is currently enforceable legal right to offset the recognized amounts and there is an

intention to settle on net basis or to realize the asset and settle the liability simultaneously

lmoairment of Financial Assets

The Group assesses at each balance sheet date whether financial asset or group of financial assets is

impaired financial asset or group of financial assets is deemed to be impaired if and only if there is objective

evidence of impairment as result of one or more events that has occurred after the initial recognition of the asset

an incurred loss event and that loss event or events has an impact on the estimated future cash flows of the

financial asset or the group of financial assets that can be reliably estimated Evidence of impairment may indude

indications that the contracted parties or group of contracted parties 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 defaults

Loans and receivables

If there is objective evidence that an impairment loss on financial assets carried at amortized cost has been

incurred the amount of loss is measured as the difference between the assers carrying amount and the present

value of estimated future cash flows excluding future credit losses that have not been incurred discounted at the

financial assets original eftective interest rate i.e the effective interest rate computed at initial recognition The

carrying amount of the asset shall be reduced through the use of an allowance account The amount of loss is

recognized in the consolidated statement of income

The Group first assesses whether objective evidence of impairment exists individually for financial assets that are

individually significant and collectively for financial assets that are not individually significant If it is determined
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that no objective evidence of impairment exists for an individually assessed financial asset whether significant or

not the asset is included in the
group

of financial assets with similar credit risk and characteristics and that group

of financial assets is collectively assessed for impairment Those characteristics are relevant to the estimation of

future cash flows for groups of such assets by being indicative of the debWs ability to pay all amounts due

according to the contractual terms of the assets being evaluated Assets that are indMdually assessed for

impairment and for which an impairment loss is or continues to be recognized are not included in collective

assessment of impairment

If in subsequent period the amount of the impairment loss decreases and the decrease can be related

objectively to an event occurring after the impairment was recognized the previously recognized impairment loss

is reversed Any subsequent reversal of an impairment loss is recognized in the consolidated statement of

income to the extent that the carrying value of the asset does not exceed its amortized cost at the reversal date

In relation to receivable provision for impairment is made when there is objective evidence such as the

probability of insolvency or significant financial difficulties of the debtor that the Group Will not be able to collect all

the amounts due under the original terms of the invoice The carrying amount of the receivable is reduced

through the use of an allowance account Impaired receivables are derecognized when they are assessed as

uncollectible

AFS financial assets

For AFS financial assets the Group assesses at each balance sheet date whether there is objective evidence that

financial asset or group of financial assets is impaired

In case of equity investments dassifled as AFS financial assets this would include significant or prolonged

decline in the fair value of the investments below its cost When there is evidence of impairment the cumulative

loss measured as the difference between the aoluisition cost and the current fair value less any impairment loss

on that financial asset previously recognized in the consolidated statement of income is removed from equity and

recognized in the consolidated statement of income

Impairment losses on equity investments are not reversed through the consolidated statement of income

Increases in fair value after impairment are recognized directly in equity

In the case of debt instruments classified as AFS financial assets 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 consolidated statement of

income If in subsequent year the fair value of debt instrument increases and the increase can be objectively

related to an event occurring after the impairment loss was recognized in the consolidated statement of income

the impairment loss is reversed through the consolidated statement of income

Dereconnition of Financial Assets and Financial Liabilities

Financial assets

financial asset or where applicable part of financial asset or part of group
of similar financial assets is

derecognized when

the rights to receive cash flows from the asset have expired
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the 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 third party under pass-through arrangement or

the Group has transferred its rights to receive cash flows from the asset and either has transferred

substantially all the risks and rewards of the asset or has neither transferred nor tetained substantially aff

risks and rewards of the asset but has transferred control of the asset

Where the Group has transferred its rights to receive cash flows from an asset or has entered into pass-through

arrangement and has neither transferred nor retained substantially all the risks and rewards of the asset nor

transferred control of the asset the asset is recognized to the extent of

the Groups continuing involvement in the asset Continuing involvement that takes the form of 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 the Group could be required to repay

Financial ilabilities

financial liability is derecognized when the obligation under the liability was discharged cancelled or has

expired

Where an existing financial liability is replaced by another from the same lender on substantially different terms or

the terms of an existing liability are substantially modified such an exchange or modification is treated as

derecognition of the original liability and the recognition of new liability and the difference in the respective

carrying amounts is recognized in the consolidated statement of income

Crude Oil Inventory

Crude oil inventory is carried at market value

Property and Equipment

Property and equipment are stated at cost less accumulated depletion depredation and amortization and any

impairment in value Such cost indudes the cost of replacing part of such property and equipment when that cost

is incurred and the recognition criteria are met

The initial cost of property and equipment other than wells platforms and other facilities comprises its purchase

price induding taxes and any directly attributable costs of bringing the asset to its working condition and location

for its intended use Expenditures incurred after the property and equipment have been put into operation such

as repairs and maintenance are normally charged to income in the period the costs are incurred In situations

where it can be clearly demonstrated that the expenditures have resulted in an increase in the future economic

benefits expected to be obtained from the use of an item of property and equipment beyond its originally assessed

standard of performance the expenditures are capitalized as additional cost of property and equipment

When assets are retired or otherwise disposed of the cost related accumulated depletion depreciation and

amortization and any aflowance for impairment are removed from the accounts and any gain or loss resulting

from their disposals is recognized in consolidated statement of income

Depletion of wells platforms and other facilities are provided on field basis under the unit-of-production method

based upon estimates of proved reserves The depletion base includes the exploration and development cost of

producing olifields
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Depreciation of property and equipment other than wells platforms and other facilities is computed using the

straight-fine method over the estimated useful lives of the assets as follows

Number of Years

Office condominium units and improvements 20

Transportation equipment

Office furniture fixtures and equipment

Depreciation and amortization of an item of property and equipment begins when it becomes available for use

i.e when it is in the location and condition necessary for it to be capable of operating in the manner intended by

management Depreciation or amortization ceases at the earlier of the date that the item is classified as held for

sale or included in disposal group that is classified as held for sale in accordance with PFRS Noncurrent

Assets Held for Sale and Discontinued Operations and the date the asset is derecognized

Wells in progress pertains to those development costs relating to Service Contract SC where oil in commercial

quantities are discovered and are subsequently redassifled to Wells platforms and other facilities shown under

Property and equipmenr account in the consolidated balance sheet upon commercial production Depletion of

wells in progress commences upon transfer to property and equipment

The assets useful lives and depletion depreciation and amortization methods are reviewed periodically to ensure

that the periods and methods of depletion depreciation and amortization are consistent with the expected pattern

of economic benefits from items of property and equipment

Deferred Oil Exploration Costs

The Group follows the full cost method of accounting for exploration costs determined on the basis of each

SClGeophysical Survey and Exploration Contract GSEC area Under this method all exploration costs relating

to each SC/GSEC are deferred pending determination of whether the contract area contains oil and gas reserves

in commercial quantities The exploration costs relating to the SCIGSEC area where oil and gas in commercial

quantities are discovered are subsequently capitalized as Wells platforms and other facilities shown under the

Property and equipment account in the consolidated balance sheet upon commercial production When the

SC/GSEC is permanently abandoned or the Group has withdrawn from the consortium the related deferred oil

exploration costs are written-off SCs and GSECS are considered permanently abandoned if the SCs and GSECs

have expired andIor there are no definite plans for further exploration and/or development

Impairment of Noncurrent Non-financial Assets

The Group assesses at each balance sheet date whether there is an indication that noncurrent

non-financial assets which indude property and equipment deferred oil exploration costs investments in

associates and other noncurrent assets may be impaired If any such indication exists or when annual

impairment testing for an asset is required the Group makes an estimate of the assets recoverable amount An

assets recoverable amount is the higher of an assets or CGUs fair value less costs to sell and its value in use

and is determined fur an individual asset unless the asset does not generate cash inflows that are largely

independent of those from other assets or groups of assets Where the carrying amount of an asset exceeds its

recoverable amount the asset is considered impaired and is written down to its recoverable amount In assessing

vakie in use the estimated future cash flows are discounted to their present value using pre-tax discount rate

that reflects current market assessments of the time value of money and the risks specific to the asset

impairment losses of continuing operations are recognized in the consolidated statement of income in those

expense categories consistent with the function of the impaired asset
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For assets excluding goodwill an assessment is made at each balance sheet date as to whether there is any

indication that previously recognized impairment losses may no longer exist or may have decreased If such

isdkan exists the recoverable amount is estimated previously recognized impairment loss is reversed only if

there has been change in the estimates used to determine the assets recoverable amount since the last

impairment loss was recognized If that is the case the carrying amount of the asset is increased to its

recoverable amount That increased amount cannot exceed the carrying amount that would have been

determined net of depletion depreciation and amortization had no impairment loss been recognized fOr the asset

in prior years Such reversal is recognized in the consolidated statement of income unless the asset is carried at

revalued amount in Which case the reversal is treated as revaluation increase After such reversal the

depredation charge is adjusted in iture periods to allocate the assets revised carrying amount less any residual

value on systematic basis over its remaining useful life

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Group and the

amount of revenue can be reliably measured Revenue is measured at the fair value of the consideration

received exduding discounts rebates and other sales taxes or duty The following specific recognition criteria

must also be met before revenue is recognized

Petroleum revenue

Revenue from petroleum operations is recognized as income at the time of production

Rental income

Rental income is accounted fOr on straight-line basis over the related lease terms

Interest income

Interest income is recognized as the interest accrues taking into account the effective yield on the asset

Dividend income

Dividend income is recognized when the right to receive the payment is established

Borrowing Costs

Borrowing costs generally are recognized as expense in the consolidated statement of income when incurred

Borrowing costs are capitalized if they are directly attributable to the acquisition or construction of qualifying

asset Capitalization of borrowing costs commences when the activities to prepare the asset are in progress and

expenditures and borrowing costs are being incurred Borrowing costs are capitalized until the assets are

substantially ready for their intended use If the carrying amount of the asset exceeds its estimated recoverable

amount an impairment loss is recorded

Retirement Benefits Costs

Retirement benefits costs are actuarially determined using the prcected unit credit method The projected unit

credit method considers each period of service as giving rise to an additional unit of benefit entitlement and

measures each unit separately to build up the thai obligation Upon introduction of new plan or improvement of

an exisling plan past service costs are recognized on straight-line basis over the average period until the

amended benefits become vested To the extent that the benefits are already vested immediately past service

cost is immediately expensed Actuarial gains and losses are recognized as income or expense when the

cumulative unrecognized actuarial gains and losses at the end of the previous reporting year exceeded 10% of the
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higher of the present value of defined benefit obligation and the fair value of plan assets at that date These gains

or losses are recognized over the expected average remaining working lives of the employees participating in the

plan The past service cost is recognized as an expense on straight line basis over the average period until the

benefits become vested If the benefits are already vested immediately lbitowrng the introduction of or changes

to the retirement plan past service cost is recognized immediately

Retirement benefits liability is the aggregate of the present value of the defined benefit obligation and actuarial

gains and tosses not recognized reduced by past service cost not yet recognized and the fair value of plan assets

out of which the obligations are to be settled directly

If such aggregate is negative the asset is measured at the lower of such aggregate or the aggregate cumulative

unrecognized net actuarial losses and past service cost and the present value of any economic benefits available

in the form of refunds from the plan or reductions in the future contributions to the plan

Leases

The determination of whether an arrangement is or contains lease is based on the substance of the

arrangement at inception date whether the fulfillment of the arrangement is dependent on the use of

specific asset or the arrangement conveys right to use the asset

reassessment is made after inception of the lease only if one of the following applies

there is change in contractual terms other than renewal or extension of the arrangement

renewal option is exercised or extension granted unless the term of the renewal or extension was

initially included in the lease term

there is change In the determination of whether fulfillment is dependent on specified asset or

there is substantial change to the asset

Where reassessment is made lease accounting shall commence or cease from the date when the

change in circumstances gave rise to the reassessment for scenarios or and at the date of

renewal or extension period for scenario

Leases where the lessor retains substantially alt the risks and benefits of ownership of the asset are

classified as operating leases Operating lease payments are recognized as an expense in the

consolidated statement of income on straight line basis over the lease term

Income Taxes

Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount

expected to be recovered from or paid to the tax authority The tax rates and tax laws used to compute the

amount are those that are enacted or substantively enacted as of the balance sheet date

Deferred kicome tax

Deferred income tax is recognized on all temporary differences at the balance sheet date between the tax

bases of assets and liabilities and their carrying amounts for financial reporting purposes

Deferred income tax liabilities are recognized for all taxable temporary differences Deferred income tax assets

are recognized for all deductible temporary differences and carryforward benefits of unused tax credits from
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excess of minimum corporate income tax MCIT over the regular corporate income tax RCT and unused tax

losses xm net operating loss carryover NOLCO to the extent that it is probable that sufficient future taxable

profit
will be available against which the deductible temporary differences excess MCIT over RCIT and NOLCO

can utilized

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the

extent that it is no longer probable that sufficient future taxable profit
Will be available to allow all or part of the

deferred income tax asset to be utilized Unrecognized deferred income tax assets are reassessed at each

balance sheet date and are recognized to the extent that it has become probable that sufficient future taxable

profit
will allow the deferred income tax asset to be recovered

Deferred income tax assets and deferred income tax liabilities are measured at the tax rates that are expected to

apply to the period when the asset is realized or the liability
is settled based on tax rates and tax laws that have

been enacted or substantively enacted at the balance sheet date

Deferred income tax assets and deferred income tax liabilities are offeet if legally enforceable right exist to set

off current tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the

same taxation authority

Provisions and Conlinnencies

Provisions are recognized when the Group has present obligation legal or constructive as result of past

event it is probable that an outflow of resources embodying economic benefits will be required to settle the

obligation and reliable estimate can be made of the amount of the obligation If the effect of time value of

money is material provisions are determined by discounting the expected future cash flows at pretax rate that

reflects current market assessment of the time value of money and where appropriate the risks specific to the

liability
Where discounting is used the increase in the provision due to passage of time is recognized as an

interest expense

Contingent liabilities are not recognized in the consolidated financial statements These are disclosed unless the

possibility of an outflow of resources embodying economic benefits is remote Contingent assets are not

recognized in the consolidated financial statements but disclosed when an inflow of economic benefits is probable

Basic/Diluted Earnings Loss Per Share

Basic earnings loss per share is computed by dividing net income loss for the year by the weighted average

number of common shares issued and outstanding during the year after giving retroactive effect to stock dividends

declared and stock rights exercised during the year if any

Diluted earnings loss per share is computed by dividing net income loss for the year after deducting interest

on convertible preferred shares by the weighted average number of shares issued and outstanding during the

year plus the weighted average number of common shares that would be issued on the conversion of all dilutive

potential common shares into common shares

As of December 31 2008 the Group has potential dilutive common shares from its stock rights offering and no

potential dilutive common shares in 2007 and 2006

Foreign Currency Transactions and Translations

Transactions in foreign currencies are recorded using the applicable exchange rate at the date of the transaction

Outstanding monetary assets and liabilities denominated in foreign currencies are
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retranslated using the applicable closing functional currency exchange rate at the balance sheet date Foreign

exchange gains or losses arising from foreign currency-denominated transactions and translations are recognized

in the consolidated statement of income

Senment Reportinp

Currently the Group has only one business segment The Group is primarily involved in oil exploration and

production Revenue generated consists mainly of revenue from petroleum operations Other income is derived

from rent of office spaces In terms of geographic segments the Group currently has no geographical segments

Management monitors the operating results of its business unit separately for the purpose of making decisions

about resource allocation and performance assessment Segment performance is evaluated based on operating

profit or loss which in certain respects is measured differently ftm operating income or loss in the consolidated

financial statements Group financing excluding interest income and expense and income taxes are managed on

group basis and are not allocated to operating segments

Events After the Balance Sheet Date

Post year-end events that provide additional information about the Groups position at the balance sheet date

austlng events are reflected in the consolidated financial statements Post year-end events that are not

adjusting events are disclosed in the notes to consolidated financial statements when material

Future Changes in Accounting Policies

The following are the new and revised accounting standards and Interpretations that will become effective

subsequent to 2008 Except as otherwise indicated the Group does not expect the adoption of these new and

amended PFRS and Philippine interpretations to have any significant impact on its consolidated financial

statements

Effective in 2009

PFRS Fiit-time Adoption of PFRS Cost of an Investment in Subsidiary Jointly Controlled Entity or

Associate allows an entity in its separate financial statements to determine the cost of investments in

subsidiaries jointly
controlled entities or associates in its opening PFRS financial statements as one of the

following amounts cost determined in accordance with PAS 27 Consolidated and Separate Financial

Statements at the fair value of the investment at the date of transition to PFRS determined in

accordance with PAS 39 or previous carrying amount as determined under generally accepted

accounting principles of the investment at the date of transition to PFRS

PFRS Share-based Payment Vesting Condition and Cancellations clarifies the definition of vesting

condition and prescnbes the treatment for an award that is effectively cancelled It defines vesting condition

as conchtion that includes an explicit or implicit requirement to provide services It further requires

nonvesting conditions to be treated in similar fashion to market conditions Failure to satisfy nonvesling

condition that is within the control of either the entity or the counterparty is accounted for as cancellation

However failure to satisfy nonvesting condition that is beyond the control of either party does not give rise

to cancellation

PFRS Operating Segments replaces PAS 14 Segment Reporting and adopts full management

approach to identifying measuring and disclosing the results of an entiWs operating segments The

information reported would be that which management uses internally for evaluating the performance of
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operating segments and allocating resources to those segments Such information may be different from

that reported in the balance sheet and statement of income and the Group will provide explanations and

reconciliations of the difirences This standard is only applicable to an entity that has debt or equity

instruments that are traded in public market or that tiles or is in the process of sling its financial

statements with secunties commission or similar party

Amendments to PAS Presentation of Financial Statements introduce new statement of comprehensive

income that combines all items of income and expenses recognized in the profit or loss together with other

comprehensive income Entities may choose to present all items in one statement or to present two linked

statements separate statement of income and statement of comprehensive income This amendment

also requires additional requirements in the presentation of the balance sheet and owners equity as well as

additional disclosures to be included in the consolidated financial statements

Revised PAS 23 Bonvwing Costs requires capitalization of borrowing costs when such costs relate to

qualifying asset qualifying asset is an asset that necessarily takes substantial period of time to get ready

for its intended use or sale In accordance with the transitional requirements in the standard the Group will

adopt this as prospective change Accordingly borrowing costs will be capitalized on qualifying assets with

commencement date after January 2009 No changes will be made for borrowing costs incurred to this

date that have been expensed

Amendments to PAS 27 prescribe changes in respect of the holding companies separate financial

statements including the deletion of cost method making the distinction between pre-acquisition and

post-acquisition profits no longer required and in cases of reorganizations where new parent is inserted

above an existing parent of the group subject to meeting specific requirements the cost of the subsidiary is

the previous carrying amount of its share of equity items in the subsidiary rather than its fair value Afi

dividends will be recognized in profit or loss However the payment of such dividends requires the entity to

consider whether there is an indicator of impairment

Amendment to PAS 32 Financial Instruments Presentation and PAS Puttable Financial Instruments and

Obligations Aæsing on Liquidation specifies among others that puttable financial instruments will be

classified as equity if they have all of the following specified features the instrument entitles the holder to

require the entity to repurchase or redeem the instrument either on an ongoing basis or on liquidation for

pro-rata share of the entitys net assets the instrument is in the most subordinate class of instruments

with no priority over other claims to the assets of the entity on liquidation ail instruments in the

subordinate dass have identical features the instrument does not indude any contractual obligation to

pay cash or financial assets other than the holders right to pro rata share of the entiWs net assets and

the total expected cash flows attributable to the instrument over its life are based substantially on the profit or

loss change in recognized net assets or change in the fair value of the recognized and unrecognized net

assets of the entity over the life of the instrument

Philippine Interpretation IFRIC 13 Customer Loyalty Programmes requires customer loyalty award credits to

be accounted for as separate component of the sales transaction in which they are granted and therefore

part of the fair value of the consideration received is allocated to the award credits and realized in income

over the period that the award credits are redeemed or expired
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Philippine Interpretation IFRIC 16 Hedges of Net Investment in Foreign Operation provides guidance on

identifying foreign currency risks that qualify for hedge accounting in the hedge of net investment where

within the group the hedging instrument can be held in the hedge of net investment and how an entity

should deterrninetheamountof foreign currency gems or losses relating to bolt the net iflvestmntandihe

hedging instrument to be recded on disposal of the net investment

Improvements to PFRSs

In May 2008 the International Accounting Standards Board issued its first omnibus of amendments to certain

standards primarily with view to removing inconsistencies and darifying wording These are the separate

transitional provisions for each standard

PFRS Non-current Assets Held for Sale and Discontinued Operations specifies when subsidiary is held

for sale all of its assets and liabifflies will be classified as held for sale under PFRS even when the entity

retains non-controlling interest in the subsidiary after the sale

PAS darifles assets and liabilities dassified as held for trading are not automatically classified as current in

the balance sheet

PAS 16 Ropeify Plant and Equipment replaces the term net selling price with fair value less costs to selr

to be consistent with PFRS and PAS 36 Impairment of Assets It also darifies that items of property plant

and equipment held for rental that are routinely sold in the ordinary course of business after rental are

transferred to inventory when rental ceases and they are held for sale Proceeds of such sales are

subsequently shown as revenue Cash payments on initial recognition of such items the cash receipts from

rents and subsequent sales are all shown as cash flows from operating activities

PAS 19 revises the definition of past service costs to include reductions in benefits related to past services

negative past service costs and to exclude reductions in benefits related to future services that arise from

plan amendments Amendments to plans that result in reduction in benefits related to future services are

accounted for as curtailment It also revises the definition of return on plan assets to exdude plan

administration costs if they have already been induded in the actuarial assumptions used to measure the

defined benefit obligation It also revises the definition of short-term and other long-term employee benefits

to focus on the point in time at which the
liability

is due to be settled It also deletes the reference to the

recognition of contingent liabilities to ensure consistency with

PAS 37 Povsions Contingent Liabilities and Contingent Assets

PAS 20- Accounting for Government Grants and Disclosures of Government Assistance darilles that loans

granted with no or low interest rates will not be exempt from the requirement to impute interest The

difference between the amount received and the discounted amount is accounted for as government grant

PAS 23 revises the definition of borrowing costs to consolidate the types of items that are considered

components of borrowing costs i.e components of the interest expense calculated using the effective

interest rate method This revised standard disallows the alternative treatment of borrowing costs which

permits the recognition of borrowing costs as expense
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PAS 28 Investment in Associates darifles that if an associate is accounted for at fair value in accordance

with PAS 39 only the requirement of PAS 28 to disclose the nature and extent of any significant restrictions

on the
ability

of the associate to transfer funds to the entity in the form of cash or repayment of loans applies

it alsodefines aninvesiment in an associate as single asset for the purpose of conducting the impairment

test Therefore any impairment test is not separately allocated to the goodwill kduded in the investment

balance

PAS 29 Financial Reporting in Hyperinflationarj Economies revises the reference to the exception that

assets and liabilities should be measured at historical cost such that it notes property plant and equipment

as being an example rather than implying that it is definitive list

PAS 31 Interest in Joint Ventures clarifies that if joint venture is accounted for at fair value in accordance

with PAS 39 only the requirements of PAS 31 to disclose the commitments of the venturer and the joint

venture as welt as summary financial information about the assets liabilities income and expense will apply

PAS 36 provides that when discounted cash flows are used to estimate lair value less cost to sell

additional disclosure is required about the discount rate consistent with disclosures required when the

discounted cash flows are used to estimate value-in-use

PAS 38 Intangible Assets provides that expenditure on advertising and promotional activities is to be

recogntzed as an expense when the Group either has the iight to access the goods or has received the

services Advertising and promotional activities now specifically indude mail order catalogues It also

deletes references to there being rarely if ever persuasive evidence to support an amortization method for

finite life intangible assets that results in lower amount of accumulated amortization than under the straight-

line method thereby effectively allowing the use of the unit of production method

PAS 39 provides changes in circumstances relating to derivatives specifically derivatives designated or de

designated as hedging instruments after initial recognition are not redassifications It also clarifies when

financial assets are reclassified as result of an insurance company changing its accounting policy in

accordance with paragraph 45 of

PFRS Insurance Contracts such is change in circumstance not reclassification It further removes the

reference to segment when determining whether an instrument qualifies as hedge It requires use of the

revised effective interest rate rather than the original effective interest rate when remeasuring debt

instrument on the cessation of fair value hedge accounting

PAS 40 Investment Properties revises the scope and the scope of PAS 16 to include property that is being

constructed or developed for future use as an investment property Where an entity is unable to determine

the fair value of an investment property under construction but expects to be able to determine its fair value

on completion the investment under construction will be measured at cost until such time as fair value can

be determined or construction is complete

PAS 41 Agnculturn removes the reference to the use of pretax discount rate to determine fair value

thereby allowing use of either pretax or post-tax discount rate depending on the valuation methodology

used and removes the prohibition to take into account cash flows resulting from any additional

transformations when estimating fair value Instead cash flows that are expected to be generated in the

most relevant markel are taken into account
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Effective in 2010

Revised PFRS Business Combinatbns and PAS 27 introduce number of changes in the accounting for

business combinations that will impact the amount of goodwill recognized the reported results in the period

that an acquisition occurs and future reported results fhereVised PAS 27 requires among others that

change in ownership interests of subsidiaiy that do not result in loss of conh will be accounted for as an

equity transaction and will have no impact on goodwill nor will it give rise to gain or loss losses incurred

by the subsidiary will be allocated between the controlling and non-controlling interests previously referred to

as minority interests even if the losses exceed the non-controlling equity investment in the subsidiary and

on loss of control of subsidiary any retained interest will be remeasured to fair value and this will impact

the gain or loss recognized on disposal The changes introduced by the revised PFRS and PAS 27 must

be applied prospectively and will affect future acquisitions and transactions with noncontrolling interests

Amendment to PAS 39 Eligible hedged items addresses only the designation of one-sided risk in

hedged item and the designation of inflation as hedged risk or portion in particular situations The

amendment clarifies that an entity is permitted to designate portion of the fair value changes or cash flow

variability of financial instrument as hedged item

Philippine Interpretation IFRIC 17 Distributions of Non-cash Assets to Owners covers accounting for all non-

reciprocal distribution of non-cash assets to owners It provides guidance on when to recognize liability

how to measure it and the associated assets and when to derecognize the asset and
liability

and the

consequences of doing so

Philippine Interpretation IFRIC 18 Transfers of Assets from Customers applies to the accounting for

transfers of items of property plant and equipment by an entity that receive such transfers from its customer

wherein the entity must then use such transferred asset either to connect the customer to network or to

provide the customer with ongoing access to supply of goods or services or to do both

Effective in 2012

Philippine Interpretation IFRIC 15 Agreement for Construction of Real Estate covers accounting for revenue

and associated expenses by entities that undertake the construction of real estate directly or through

subcontractors This interpretation requires that revenue on construction of real estate be recognized only

upon completion except when such contract qualifies as construction contract to be accounted for under

PAS 11 Construction Contracts or involves rendering of services in which case revenue is recognized based

on stage of completion Contracts invoMng provision of services with the construction materials and where

the risks and reward of ownership are transferred to the buyer on continuous basis will also be accounted

for based on stage of completion

The Group continues to assess the impact of the above new and amended accounting standards and

Interpretations effective subsequent to 2008 on the Groups consolidated financial statements in the period of

initial application Additional disclosures required by these amendments will be included in the consolidated

financial statements when these amendments are adopted
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PART 1- FINANCIAL INFORMA11ON

Item FinancIal Statements

The unaudited Consolidated Financial Statements of the Company for the 1st quarter

ended 31 March 2010 are included in this report The schedules listed in the

accompanying Index to Supplementary Schedules are tiled as part of the SEC Form 7Q

Interim Statements of Operations for the current interim period 01 January to 31 March

2010 with comparative Statement of Operations for the comparable period 01 January

to 31 March 2009 are attached to this report

statement showing changes in equity cumulatively for the current financial year to date

01 January to 31 March 2010 with comparative statement for the comparable year-to-

date period of the immediately preceding financial year 01 January to 31 March 2009 are

attached to this report

The basic and diluted earnings/loss per share are presented on the face of the attached

Statement of Operations 01 January to 31 March 2010 as well as the basis of

computation thereof

The Companys interim financial report for the 1st quarter 2009 is in compliance with

Generally Accepted Accounting Principles GAAP Included in this report is summary

of the Companys significant accounting policies

The Company follows the same accounting policies and methods of computation in its

interim financial statements 01 January to March 31 2010 as compared with the most

recent annual financial statements 2009 and no policies or methods have been

changed There were NO redassifications of financial assets made into and from each

category as of the current reporting period

There were NO seasonal or cyclical aspects that had material effect on the financial

condition or results of interim operations of the Company

There were NO unusual items during the interim period 01 January to 31 March 2010

the nature amount size or incidents of which have affected the assets liabilities equity

net income or cash flows of the Company



There were NO changes in the estimates of amounts reported in prior financial year

2009 which had material effect in the current interim period 01 January to 31 March

2010

10 There were NO issuances repurchases and repayments of debt and equity securities

during the current interim period January to March 31 2010

11 For the first quarter of the current year 2010 the Board of Directors approved the

dedaration of 2% cash dividend equivalent to P0.0002 per share subject to the

finalization of the companys 2009 audited financial statements

12 The Company does not generate revenues from any particular segment and its business

is not delineated into any segment whether by business or geography The Company is

not required to disclose segment information in its financial statements

13 Up to the time of filing of this quarterly report there were NO material events subsequent

to the end of the interim period January 110 March 31 2010 that have not been reflected

in the financial statements for said interim period

14 There were NO changes in the composition of the Company during the interim penod

January to March 31 2010 and there were NO business combinations acquisition or

disposal of subsidiaries and long-term investments restructurings and discontinuance of

operations during said interim period

15 The Company has NO contingent liabilities or contingent assets as of its last annual

balance sheet date December 31 2009 and as of end of current interim period March

31 2010 EXCEPT those disclosed in Note 1010 the Companys 2009 Audited Financial

Statements

16 There are NO material contingencies and any other events or transactions that are

material to an understanding of the current interim period January ito March 31 2010

Item Managements Discussion and Analysis of Financial Condition and Results of

Opestions

Financial Performance



Total revenues for the first quarter ended March 31 2010 increased by P105.7 million or 383% to

P133.3 million from P27.6 million for the same period last year Petroleum revenues increased by

P99.3 million or 413% to P123.3 million from P24.0 million for the same period last year The

combined production increased to 798226 barrels for the first quarter ended March 31 2010 from

42437 barrels produced for the same period last year The increase was mainly due to the Galoc

production and revenues booked following the termination of the Extended Production Test EPT
in June 2009 For the first quarter ended March 31 2010 share in Galoc revenues amounted to

P75.3 million for the equivalent production of 750394 barrels The average price per barrel for the

period ended March 312010 was $75.45 as compared to $36.90 for the same period last year

Equity in net earnings of associates increased by P4.1 million or 165% due to the higher level of

income booked by Penta Capital Investment Corporation Interest income increased by P1.4

million or 310% due to the accrual of interest on notes receivable for the interim period ended

March 31 2010 Foreign exchange gains/losses reflected net gain of P1.4 million for the first

quarter of 2010 as compared to P0.4 million for the same period last year

Total costs and expenses increased by P51.3 million from P39.1 million for the first quarter of 2009

to P90.4 million for the first quarter of 2010 No interest and financing charges were incurred in the

first quarter of 2010 due to the full settlement of all loans made in April 2009 Operating costs

increased by 192% due to the booking of the share in operating costs of Galoc oilfield The

companys net income amounted to P42.8 million for the first quarter of 2010 as compared with

P11.5 million net loss for the same period last year

The Companys top five key performance indicators are as follows

Mar3l2010 Dec.312009

CurrentRatlo 5.521 15.341

Current Assets 300830739 263582981

Current Uabilities 54509963 17179577

DebttoEquityRatio 0.031 0.011

Tot Uthillties 54509963 17179577

Stodcholders Equity 1701795549 1701303320

EquitybDebtRatio 31.221 99.031

Stockholders Equity 1701795549 1701303320

Tot Uablrdies 54509963 17179577

Book Vakie per Share 0.00887 0.00019

Stockholders Equity 1701795549 1701303320

Shares outsdlnq 191868805358 185201734604



Income Loss per
Sham 0.00022 O.00006

Net Income Loss 42817665 11479006

Wehted ave no of shares 191868805358 185201734604

or the period January March 31

The current ratios as of December 31 2009 and March 31 2010 are 15.341 and 5.521

respectively The Companys current assets exceeded its current liabilities by P246.3 million as of

March 31 2010 The Available-for-sale AFS Investments account in the balance sheet consists

of shares of stock which are listed with the Philippine Stock Exchange and which could be sold to

meet the Companys obligations as might be called for by future circumstances These shares of

stock had an aggregate market value of P102.9 million as of March 312010 and P110.6 million as

of December 31 2009 If these shares would be considered part of Current Assets the

recomputed current ratio would be 7.41 as of March 312010 and 21 .781 as of December 31

2009

Total assets increased from P1.718 billion as of December 31 2009 to P1.756 billion as of March

312010 Cash slightly decreased by P0.9 million Receivables increased by P37.8 million or 31%

The increase was due to the advances made to related company net of the collection of trade

receivables during the interim period.AFS investments decreased by P7.7 million or 7% due to the

adjustment in the valuation reserve pertaining to the listed stock investments of the company

Total current liabilities reflected net increase of P37.3 million from P17.2 million as of December

312009 to P54.5 million as of March 31 2010 mainly due to the booking of the 2% cash dividend

declared in March 2010

Stockholders equity slightly increased by P0.5 million from P1.701 billion as of December 31

2009 to P1.702 billion as of March 31 2010 The valuation reserve pertaining to the companys

listed stock investments was adjusted from P111.4 million as of December 31 2009 to P119.1

million as of March 31 2010 The companys retained earnings amounted to P83.6 million as of

March 312010 as compared to P79.2 million as of December 31 2009

The Company has majority-owned subsidiary Phoenix Gas Oil Exploration Corporation

PGO The Company acquired 100% of PGOs capital stock in May 2007 Since PGO has NOT

yet started commercial operations disclosure on performance indicators are as follows

Mar3l2010 Dec3120O9

CurrentRatlo



quityto Debt Ratio

Stockholders Equity

Total Uabilities

1581

9141264

57.863

1581

9141264

57.863

0.0007

9.141.264

12505000000

Current Assets

Current Liabilities 57863 57863

DebttoEquityRallo 0.00631 0.00631

Total Liabirities 57863 57863

Stockholders Equity 9141264 9141264

Income loss per Share

Net Income Loss No operation No operation

Aageshares outstanding 12505000000 12505000000

Book Value oar Share

Stockholders Equity

Averaqe shares outstandinq

0.0007

9141264

12.505000000

Discussion and Analysis of Matenal Events and Uncertainties

In general Management is not aware of any material event or uncertainty that has affected the

current interim period and/or would have material impact on future operations of the Company

The Company will continue to be affected by the Philippine business envirenment as may be

influenced by any local/regional financial and political crises

There are NO known trends demands commitments events or uncertainties that have or

are reasonably likely to have material impact on the Companys liquidity Should the

Companys cash position be not sufficient to meet current requirements the Company

may consider

issuing subscriptions call on the balance of the subscriptions receivable

collecting portion of Accounts Receivables

selling portion of its existing investments and assets and

generating cash xn loans and advances

There are NO events that will trigger direct or contingent financial obligation that is

material to the company induding any default or acceleration of an obhgation



Them are NO material off-balance sheet transactions arrangements obligations

induding contingent obligations and other relationships of the company with

unconsolkiated entities or other persons created during the reporting period

The Company has NO material commitments for capital expenditures except for the

Companys share in the exploration and development expenditures in the SCs and

GSECS The Company expects to be able to fund such expenditures from operations

collection of subscriptions and other receivables and from loans/financing or to avoid

incurring these expenditures altogether by way of farm-outs

There are NO known trends events or uncertainties that have had or are reasonably

expected to have material impact on the revenues or income of the Company from

continuing operations

There are NO significant elements of income or less that did not arise from the Companys

continuing operations

There have been NO material changes from period to period in one or more line items of

the Companys financial statements except those discussed below

Receivables increased by P37.8 million or 31% The increase was due to the

advances made to related company net of the collection of trade receivables during

the interim period

AFS investments decreased by P7.7 million or 7% due to the adjustment in the

valuation reserve pertaining to the listed stock investments of the Company

Retirement benefits asset increased by P0.6 million or 69% due to additional

contributions made to the fund

Other noncurrent assets decreased by 13% due to amortization of other deferred

charges

Trade and other payables decreased by P1.1 million due to payment of some

accounts during the interim period

Income tax payable increased by P0.07 million or 8% due to the provision for income

tax booked for the first quarterof 2010



Unrealized losses on decline in market value of AFS investments decreased by P7.7

million or 7% due to the adjustment in the valuation reserve pertaining to the listed

stock investments of the Company

The companys retained earnings amounted to P83.6 million as of March 31 2010 as

compared to P79.2 million as of December 31 2009 The net increase of P4.4 million

or 5.6% was due to the net income P42.8 million booked for the first quarter of 2010

and cash dividend declared P38.4 million

Petroleum revenues increased by P99.3 million or 413% mainly due to the booking of

the companys share in Galoc revenues following the termination of the EPT The

average price per barrel for the period ended March 31 2010 was $75.45 as

compared to $36.90 for the same period last year

Equity in net earnings of associates increased by P4.1 million or 165% due to the

higher level of income booked by Penta Capital Investment Corporation

Interest income increased by P1.4 million or 310% due to the accrual of interest on

notes receivable for the interim period ended March 312010

Foreign exchange gains losses reflected net gain of P1.4 million for the first quarter

of 2010 as compared to P0.4 million for the same period last year

Share in costs and operating increased by 192% due to the booking of the companys

share in the Galoc operating expenses during the interim period

General and administrative expenses increased by P5.8 milhon or 75% due to the

some expenses booked relative to the pension plan and other expense provisions

No interest and financing charges were incurred in the first quarter of 2010 due to the

full settlement of all loans made in April 2009 as such interest and financing charges

decreased by 100%

Net income amounted to P42.8 million for the first quarter of 2010 as compared to the

net loss of P11.5 million for the same period last year

There are NO seasonal aspects that had material effect on the financial condition or

results of operations

Item Managements Assessment and Evaluation ofFinancial Risk Exposures



Financial Instruments

Since there were NO financial assets redassifled into and from each category disclosures on the

following are

The financial assets reclassified into and from each category Not Applicable

For each
reporting period until derecognition the carrying amounts and fair values

of all financial assets reclassified in the current reporting period and previous

reporting periods Not Applicable

For financial assets redassified in rare circumstances the facts that would

establish such kind of circumstances -Not Applicable

In the reporting period to which financial assets are reclassified the fair value of

the gains or losses of those assets as recognized either in profit or loss or in

equity other comprehensive income in that reporting period and previous

reporting periods Not Applicable

For the remainder of the instruments lives the gains or losses that would have

been recognized in profit or loss or equity had they not been reclassified together

with the gains losses income and expenses now recognized Applicable

As at date of reclassification the effective interest rates and estimated amounts

of cash flows the company expects to recover Not Applicable

Fair Values of Financial Instruments

The following table shows the carrying amounts and fair values of the Groups financial assets and

financial liabilities

-iUn Uu
Maith 2010 Math 2010 in2009 Decenter20U9

Fvakes Caiyig Vakes FVI Cani9 Values

FP4NCLALA83ETS

CaaliacheIet 101.310578 101.310578 102188831 102188831

Aunb wirn ba1oesrs 35.961463 35961463 72318328 72318328

Aduences relud cenanIes 97529.489 97529.489 19.874489 19674489

Acaued kiteeset oy5H5 20376274 20376274 18.532

Advices te cftets and eniploees 1521968 1521968 1652474 1652474

Aunts with biees 2889163 2889.163 2023483 2023483



Clhes 263533 263533 6365712 6365712

29P470 259852476 fl295516

AFSIanclaI asseb

Cio4ed equity stnjnenb 92029740 92029740 97464288 97464288

Unquebd equity kistiumenb 10877340 10.877340 13127340 13.127340

102907060 192907010 110591926 110561628

3627560 302759560 333517244 333547244

FINANCLLUABILITIES

Aunb pah1e and anied

60as
Acaued eb60es 6713704 6713704 6426727 6426727

xxuits with pasbes 5151086 5151086 5151086 5151.086

Others 351804 351804 1841952 1841952

Diildends payle 38373761 38373761

1i4luuis payuile 2.068842 2068.842 2068.842 2068842

52659196 52659196 15488607

The carrying amounts of financial assets and liabilities approximate their fair values because of

their short-term nature Quoted AFS investments are carried at fair value based on the quoted

values of the securities

Financial Risk Management Objectives and Policies

Financial Risk Manaqement Objectives and Policies

The Groups principal financial instruments comprise mainly of cash short term placements

receivables advances to/from related companies AFS financial assets loans payable accounts

payables and accrued liabilities dividends payable and subscriptions payable The main purpose

of these financial instruments is to provide financing for the Groups operations and capital

intensive projects

The Board of Directois BOO is mainly responsible for the overall risk management approach and

for the approval of risk strategies
and principles of the Group

The main risks arising
from the Groups financial instruments are credit and concentration risks

liquidity risk and market risks The market risks exposure of the Group can be further dassif led to

foreign currency risk equity price risk and commodity price risk The BOO reviews and approves

the polbes for managing some of these risks and they are summarized as follows

Ci8dit and concentiation risks

Credit risk is such risk where the Group could incur loss if its counterparties fail to discharge their

contractual obligations although the Group trades only with recognized creditworthy third parties

As of March 31 2010 all of the outstanding trade receivables are from the SC14 B-i C-I

consorliums At present the SCI4 B-i consortium has supply agreement with Pilipinas

Shell Petroleum Corporation PSPC assuring PSPC with sale of the SCI4 B-I
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consortiums petroleum products For SC14 C-I consortium the operator Galoc Production

Company has crude agency agreement with Vitol Asia Pte Ltd for the marketing of the Galoc

production

Wdh respect to credit rLk arising from other financial assets of the Group which comprise of cash

and AFS financial assets the Groups exposure to credit risk coukl arise from default of the

counterparty having maximum exposure equal to the carrying amount of these instruments

gross of any collaterals and credit enhancements The table bebw summarizes the Groups

exposure to credit risk for the components of the unaudited consolidated balance sheet as of

March 31 2010

Loans and raceivaes

Cash and cash eqialents 101310579

Aomunb with contract operas 35961463

Advances retated companies 97529489

Aaued W4eesst 26.376274

Advances te offbers and employees 1521968

Aomunbwlh perbiers 2.889163

Others 263533

AFS kivasbnents

Quoted 92029740

Unquoted 10877340

Gress nvacbnum aedlt risk mposwe 352756550

The table below shows the credit quality of the Groups financial assets by dass as of March 31

2010 based on the Groups credit evaluation process

Neither past due Nemerpast due

norliipaked norlmpsked Pastdue but Impeired

Hloh ade Stsndad Grade not iiaked Floandal Assets Totel

Loans aid mcoWeilos

Cash and cadi eqiMlents 101310579 101.310579

Abemidwalom 35.961463 35961463

Advances te reteted axupanles 87655.000 9874488 5614118 103143606

Aiied kderest 1956817 18419457 3.678279 24054553

Ad icesboffice sand employees 1521969 1521969

Aomimtswithpbirs 2.889163 2889163

Others 3427560 3691092AFS
Quoted eqiib kisbimients 92029740 92029740

Unquoted eqiuty loslomients 10877340 10877340

Total 334465609 28293945 12719957 375479506

High grade credit quality financial assets pertain to financial assets with insignificant risk of default

based on historical experience andlor counterparty credit standing Standard grade credit quality
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financial assets are those assets with history of default but cannot be deemed uncollectible

because it arises from related companies for which there is common control

Lkiuklitv risk

Uquidity risk is such risk where the Group becomes unable to meet its payment obligations when

they fall due under normal and stress circumstances The Groups objective
is to maintain

balance between continuity of funding and flexibility through the use of bank loans and operating

cash flows The Group addresses liquidity concerns primarily through cash flows from operations

and short-term borrowings

Foreian cuirencv isk

Foreign currency risk is such risk that the value of the Groups financial instruments diminish due

to unfavorable changes in foreign exchange rates The Parent Companys transactional currency

exposures arise from sales in currencies other than its functional currency All of the parent

Companys share in petroleum operations revenue are denominated in US dollar Ukewise the

Parent Company is exposed to foreign exchange risk arising from its US dollar-denominated trade

receivables

Eauitv price risk

Equity price risk is such risk where the fair values of the investments in quoted equity securities

could decrease as result of changes in the levels of equity indices and the value of individual

stocks The Group is exposed to equity securities price risk because of investments held by the

Parent Company which are classified in the consolidated balance sheets as AFS financial assets

Commodity once risk

The Parent Companys revenues are based on international commodity quotations i.e primarily

on the average Dubai oil prices over which the Parent Company has no significant influence or

control This exposes the Parent Companys results of operations to commodity price volatilities

that may significantly impact its cash inflows

Interest Rate RLsk

Interest rate risk is such risk where the possibility of changes in interest rates would unfavorably

affect future cash flows from the financial statements The Groups exposure to the risk of changes

in interest rates relates pnrnanly to the bank kans which are reviewed and reset by the creditor

banks regularly
As of June 30 2009 the Company had fully paid its outstanding bank loans

PETROLEUM PROJECTS
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1.0 Service Contract 6A Octon

In November 2009 CGGVeiitas completed the re-processing of about 75 square kilometers of 31

seismic data in Octon area for farminee Vitol GPC SA This was in conjunction with the re

processing of 3aloc 3D as part of the Galoc Phase evaluation activities For the first quarter of

2010 Vitol GPC worked on the interpretation of the newly re-processed data set to further

evaluate the Octon Fieki

2.0 ServIce Contract Cadlao

PhiIodiiH is continuing negotiations with Blade Petroleum and Venturoil who have earlier expressed

interest to purchase Philodrills 1.65% revenue interest ORRI in the Cadlao Field

3.0 Service Contract 63 Bonlta

The exclusMty of Venturoil Philippines Inc.s farm-in on the Bonita Block as well as the non-

producing blocks in Service Contract 14 expired in September 2009 We have advised them to

secure accreditation from the DOE as qualified service contractor and to pursue farm-in

negotiations with the Bonita Consortium As of end-March 2010 they were still negotiating with

the DOE for formal accreditation

4.0 Service Contract No.14 Production Blocks

1st Quarter 2010 Crude Oil Production Summary in barrels

Nido Matlnloc North Matinloc Total

January 12025 3558 1338 16921

February 7309 3321 10630

March 10889 6762 2603 20334

22914 17629 7342 47885

Total

The consortium completed shipments during the first quarter invoMng 22914 barrels of crude

from Nido 22810 barrels from Matinloc and 10760 barrels from North Malinloc As of end-March
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about 5250 banels of combined Mafinloc and North Matinloc crude are onboard the storage

vessel

5.0 Service Contract No.14 RetentIon Block Tarn Ubro and North Matinloc

Venturoils extension of their option to farm-in expired in September2009 They are now seeking

accieditalion from the DOE as qualified service contractor as per advice of Philodnll the block

operator

6.0 Service Contract No.14 c-I Galoc

The Galoc Field produced 750394 barrels during the period from January to March 31 2010

Cumulative production stood at 4345965 barrels as of March 31 2010

Galoc Production Company GPC completed two offtakes during the first quarter of 2010

involving 647743 barrels Both cargoes were sold to SK Energy of Korea As of 31 March 2010

about 362852 barrels were on board the FPSO Rubicon Intrepid

The Galoc Field was shutdown from January 13 to January 26 2010 as result of the emergency

disconnection of the MRS from the FPSO Rubicon Intrepid due to deteriorating weather

conditions large workboat was brought in from Singapore for more expedient repair work and

reconnection of the subsea facilities to the FPSO The wells were finally brought back to

production on January 27w and the following day both wells have stabilized production at total

of 12200 barrels of oil per day

As part of the assessment of the Galoc Field for possible Phase development GPC continued to

work on the evaluation of the re-processed 3D seismic data covenng the Galoc and the adjacent

Octon area Results are expected to conftibute to better understanding of the Gakc reservoir

and to kientify locations for drilling new development wells

7.0 ServIce Contract 14 C.2 West Llnapacan
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During meeting in early January Pitkin Petroleum reported the completion of all the geological

and geophysical aspects of their evaluation of the West Unapacan block They also started

developing an engineering and construction concept for the West Unapacan Field including well

dnlllng strategies In the same meeting the operator also presented preliminary costing for well

construction field development and production facilities As the figures given appear to be too

high for re-developing an old field Philodnll and the other consortium partners have requested

Pitldn to bring down and finalize costs to acceptable ranges As of end-March Pitkin was still

working on the development planning for the West Unapacan Field

8.0 Service Contract No.41 Sulu Sea

Immediately after their drilling campaign in 2008 block operator Tap Oil proposed to undertake re

processing of their Alpine 3D seismic data in the Sulu Sea Block to rectify seismic data quality

issues which can help in the selection of next prospect for drilling Reprocessing works were

completed in July 2009 and interpretation and integration of results into new geologic modeling

were ongoing until end-March 2010 The operator also embarked on promotional campaign

early this year to invite potential new partners into the SC 41 Block

9.0 Service Contract No.53 Onshore Mindoro

Block operator Pitkin Petroleums seismic acquisition program which was originally scheduled to

commence in April 2009 was deferred to November last year when weather conditions were more

favorable for onshore seismic acquisition The operator contracted BGP Chinese gecphysical

contractor to acquire 2D seismic area over the Sablayan and San Jose Areas in southern

Mindoro Actual recording started at the San Jose Area in late November and as of end March

2010 total of 145 line kilometers of seismic data have been acquired This translated to about

72.5% of the programmed 200.85 line-kilometers of new 2D seismic data to be acquired

10.0 SWAN BLOCK

PNOC Exploration Corporation informed Philodrill that the proposed terms and conditions of the

proposal to swap portion of Philodrills equity in the West Unapacan Block in exchange for

interests in their SCs 57 and 58 are still under evaluation by their technical and legal groups
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PART II OTHER INFORMATION

There were NO items for disclosure that were not made under SEC Form 17C during the current

interim period 01 January to 31 March 2010

SIGNATURES

Pursuant to the requirements of Securities Regulation Code the registrant has caused this report

to be signed on its behalf by the undersigned thereunto duly authorized

Date _____________ Date _______________
FRANCISCO NAVARRO REYNALDO 4AZAREA

Executive Vice President Treasurer VP-Administration
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ThE PHILODRILL CORPORATION
Consolidated Balance Sheets

Unauditod Audited

Mamh 31 December31

2010 2009

ASSETS

Current Assets

Cash short tens placements 101310518 102188831

Receivables 158541891 120766785

Crude oil Inventoly 40798568 40451055

Other current assets 179702 176310

Total Current Assets 300830739 263582981

Noncurrent Assets

Pmperty and equipment net 293026727 292205238

Investments ASSOCIateS 233764430 227195544

Available-for-sale Investments 102907080 110591628

Deferred oil exploration and devt costs net 824010986 823734492

Retirement benefits asset 1534542 906325

Other noncurrent assets 231008 266689

Total Noncurrent Assets 1455474773 1454899916

TOTAL ASSETS 1756305512 1718482897

LIABLITIES AND STOCKHOLDERS EQUITY

Current Liabilities

Accounts payable and accrued liabilities 12994899 14106297

Income tax payable 1072461 1004438

Dividends payable 38373761

Subscriptions payable 2068842 2068842

Total Current Liabilities 54509963 17179517

Stockholders Equity

Capital stock P0.01 par value

Authorized -200 billIon shares

Issued 1552493260 1545002756

Subscribed 366194193 373685298

Subscriptions receivable 183097411 186830286

Paid in capital from sale of treasury 1624012 1624012

Unrealized losses on decline In market value

of Investments 119062801 111378253
Retained Earnings 83643696 79199793

Total Stockholders Equity 1701795549 1701303320

TOTAL LIABIUTES AND STOCKHOLDERS EQUITY 1756305512 1718482897



ThE PHILODRILL CORPORATION
Consolidated Statements of Income

Unaudited January January
to March 31 to March 31

2010 2009

PETROLEUM REVENUE 123290802 24018245

COSTS AND EXPENSES
Sham In costs and operating 76755383 26307547
General and adminlstretive 13618698 7800754

90374081 34108301

OThER INCOME CHARGES
Equity In net earnings of associates 6568886 2474400
Interest and financing charges 4960880
Interest Income 1856012 452158

Foreign exchange gains losses 1428759 403851
Others 117717 241521

9971374 1388950

INCOME BEFORE INCOME TAX 42888095 11479006
PROVISION FOR INCOME TAX 70430

NET INCOME 42817665 11479006

OTHER COMPREHENSIVE INCOME LOSS
Changes In fair value of available-for-sale

financial assets 7684548 14591127

TOTAL COMPREHENSIVE INCOME LOSS 35133117 3112121

Earnings per sham was computed as follows

Net income loss 42817665 11479006
Weighted average number of shares 191868805358 153495044287
Income Loss per sham 0.00022 0.00007
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THE PHILODRILL CORPORATION
Consolidated Statements of Cash Flows

Unaudited

January January

to March 31 to March 31

2010 2009

CASH FLOWS FROM OPERATING ACTMTIES
Income Loss before Income tax 42817665 11479006

Adjustments for

Depletion depreciation and amortIzation 5087609 788104

Equity In net losses earnings of associates net 6568886 2474400

Operating loss before working capital changes 41336388 13165302
Decrease Increase In

ReceIvables 36487369 5225396

Crude oil Inventory 347513 3874167
Other current assets 3392 12297
Retirement benefits assets 628217

Increase In accounts payable and accrued expenses 1909057 658130
Net cash from used In operating activIties 74935579 12484500
CASH FLOWS FROM INVESTING ACTIVITIES

Reductions In additions to
Property and equipment 5909098 5002
Deferred oil exploration and development costs 276494 248557
Advances to affiliated companies net 71552820 130714
Investments

Other noncurrent assets 1808294 397536
Subscriptions payable

Net cash from used In investing actIvities 79546707 781809
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds Payments of

Subscriptions receIvable 3732875

Deposit on subscriptions 98940319

Loans payable 14000000

Net cash from used In financing activities 3732875 112940319

NET INCREASE DECREASE IN CASH 878253 99674010

CASH BEGINNING 102188831 980828

CASH ENDING 101310578 100654838
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ThE PHILODRILL CORPORATiON
Consolidated Statements of Changes In Equity

March 2010 March 2009

CAPITAL STOCK P0.01 par value

Authorized 155 bIllion shares in March 2009

-200 billion shares in March 2010

Issued

Balance at the beginning of year 1545002756 1534949111
Issuance during the first quarter 7490504

Balance at end of first quarter 1552493260 1534949111

Subscribed

Balance at the beginning of year 373685298 1331

Issuance during the first quarter 7490505
Balance at end of first quarter 366194793 1331

Subscriptions receivable

Balance at the beginning of year 186830286 686
Collection of subscriptions receivable 3732875
Balance at end of first quarter 183097411 686

Deposit on subscriptions

Balance at the beginning of year
Collection of deposit on SR 98940319

Balance at end of first quarter 98940319

Paid In capital from sale of treasuly

Balance at the beginning of year 1624012 1624012
Movement during the first quarter

Balance at end of first quarter 1624012 1624012

Unrealized Losses on Decline In

Market Value of Long-term Investments

Balance at the beginning of year 111378253 163032906
Adjustment during the first quarter 7684548 14591127

Balance at end of first quarter 119062801 148441779

Retained Earnings

Balance at the beginning of year 79199793 34441406
Cash dividend declared 38373762
Net Income loss for the first quarter 42817665 11479006
Balance at end of first quarter 83643696 45920412

Total Stockholders Equity 1701795549 1441151896



THE PHILODRILL CORPORATION
SCHEDULE AMOUNTS RECEIVABLE FROM DIRECTORS OFFICERS

EMPLOYEES RELATED PARTIES AND PRINCIPAL STOCKHOLDERS OTHER THAN AFFIUATE8
FOR THE QUARTER ENDED MARCH 31 2010

Beginning Amounts Amounts
Name and Designation of Debtor Balance Additions Collected Written off Current

Ending

Not Current Balance

Various officers and employees 1652474 623783 664269 1621969 1621969

1652474 523753 654259 1.521.969 1521969



Amount shown imdv the caption

Av.l.bI For Sal

Atlas Consclldet.d Mining and

Vilcan Industrial Muting Corp
United Paragon MUting Co
INMippine 0cM
South ChIn Patrolman Explo Inc

P8.151.11 Lan Inc

Asian Hospital inc

CJH Golf Club Inc

lass-allowanc for declln In market value

ThE PIILOCLLCORpQ5ATION
SCHEDULE C-LONG TERM INVEStMENTS 5CUMiflTE5

NONCURRENT MARK1TA3 EQUflY UCURE1
OThER LONG TERM INVESTMENTS STOCK

INVESTMENTS IN BONDS AND OThER CENT IICURITIES
FOR Thi QUARTER ENDED MARCH 312010

kweatms-.t In aooIatss
Portia CopIed kwsshnsntCo
Pant Ca Holalng Inc

BEGINNING BALANCE
Number Of 11w.

or Principal

Name oil.sutng Entity end Amount of Amount In

De.crlptlon of inveatment Bonds

ADOI11ONS DEDUCTIONS ENDING BALANCE 1Dlmdande Rscslvedl

Eqilty In
Nuinbercilliaros Accrued from

Eernlngs 10... Diatributlonof or Principal InvsI15L Not
ci Invest.. Earnings by Amouioi Ainoraal In Aocosashd fo by

300000 2328$I
5875090

112381
1600000

300000

151135659

47.121.171

3752293

217.115544 6.568186
233794.430

3916000

101779196
3752253 101775198

5903873111

5042131
3910000 5042136

325000

72353915
6903872161 73913911

2116457

10.877340
326000 10677840

1156100

3396167l4m 3540634 3396117

2280000
5186500 10425588

17
2260000

10.200.006

221561676

111.361010

110.591826
7154546
1.664146

17

3265000

10.0
221911171

11S5S6
102917060
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THE PHILODRILL CORPORATION
SCHEDULE INDEBTEDNESS OF UNCONSOLIDATED SUBSIDIARIES AND AFFILIATES

FOR THE QUARTER ENDED MARCH 31 2010

Name of Affiliate Beginning Ending

Balance Balance

Atlas Consolidated Mining Development Corp

Alakor Corporation

Fit-Energy Corporation

Ocean Composite Yacht Inc

Vulcan Industrial and Mining Corporation

Pacific Rim Export Holdings Corporation

Minoro Mining and Exploration Corporation

United Paragon Mining Corporation

Less-allowance for doubtful accounts

10000000

4753762

4500000

3356629

1114118

1031279

732819

77655000

10000000

4753762

4500000

3356629

11 14118

1031279

732819

25488607 103143607

5614118 5614118

19874489 97529489
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ThE PHILODRILL CORPORATION

SCHEDULE PROPERTY AND EQUIPMENT
FOR ThE FIRST QUARTER ENDED MARCH 312010

623431421 5909095 629340516

Wells platforms and other facilities

Office condominium units and Improvements

Office furniture fixtures and equipment

Transportation equipment

591788747

8771962
11691816
11.179.196

5606896

30Z199

591788747

14378858

11993716
11.179.196
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ThE PHILODRILL CORPORATION
SCHEDULE ACCUMULATED DEPLETION DEPRECIATION AND AMORTIZATION

FOR THE FIRST QUARTER ENDED MARCH 312010

308292082

8690988

11418395

8012.344

Additions Other

Beginning Charged to Costs
Changes-

AddItions
Classification Balance and Expenses Retirements Deductions

EndIng

Balance

Wells platforms and other facIlIties 304043390 4248692
Office condomInium units and Improvements 8383989 206979
Office furniture fixtures and equIpment 11345420 72975
Transportation equIpment 7.453384 588.960

331226183 8087606 336313789
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ThE PHILODRILL CORPORATiON
SCHEDULE 0-INTANGIBLE ASSETS AND OThER ASSETS

FOR ThE PIR3T QUARTER ENDED MARCH 31 2010

Classification

Deferred oil exploration and

development costs

Other Changes
Beginning Additions Charged to Costs Charged to Additions Ending

Balance at Cost and Expenses Other Accounts Deductions Balance

823734492 276494
824010986

823734492 276494
824.010986
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THE PHILODRILL CORPORATION
SCHEDULE CAPITAL STOCK

FOR THE QUARTER ENDED MARCH 31 2010

Title of Issue Authorized

Issued and

Outstanding Subscribed

Number of shares

Reserved for

Options etc

Number of shares

held by Directors

Officers and Employees Others

Common shares at P0.01 par value 200000000000 155249326048 36619479310 887835384 190980969974
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AGING OF ACCOUNTS RECEIVABI.E

THE PHILODRILL CORPORATION

SCHEDULE .AGING OP ACCOUNTS RECEIVABLES

FOR ThE FIRST QUARTER ENDED MARCH 312010

Type of Accounts R.c.Ivable Total month 24 months 44 months

months

to year 1.2 years 34 years years abov

pastdus
acots Items

In Ohleatlon

Trade recsvlablss

1Acccuntwlthcontractoperator

less allowance for doubthil accounts

33880627 14520729 24329898

Net Trade Receivables 36.860.627 14120.729 24329898

Non4rade receivables

Accrued lntsrust receIvable

less allowance for doubtful accounts

Account with offlcers and employees

DIvidend receIvable

Advances to related companIes
less allowance for doubtful accounts

Others

less allowance for doubtful accounts

24064553

3678279
1521969

103143607

5614118
3691092

3.427580%

798605

35278

263532

1045369

77655000

77158

572085

10000000

164316

914606

308632 1343283 20327190

3878279

15.486607

5614118
3427590

3.427.560

Net Non.Trads Receivables 119691.263 1.097.418 78.700.389 10649.243 1068922 308632 1343283 26823.400

Nat ReceIvables 168541890 15.616144 103030267 10649243 1.066922 308632 1343.253 26823400

ACCOUNTS RECEIVABLE DESCRIPTION

Type of Accounts Receivable NaturslDsscilpdon Collection Period

Trad receivables

Account with contract operator shar hi crude all revenue net of 30 days

share In production costs

Ncn4rade receivables

Accrued Interest receivable lntersst receivable on advances

Account with officers and other advances to officers and

emes
DIvidend receivable share In dividend declared Iiy affiliate

Advances to related companies loans and advances to related paulles
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Summary of Significant Accounting Policies and Financial Reporting Practices

Basis of Preva-atian

The consolidated financial statements of the Group have been prepaed using the historical cost basis except for

crude oil inventoly which is valued at market aid quoted available-for-sale AFS financial assets which are

measured at fair value The consolidated financial statements are presented in Philippine Peso Peso which is

the Parent Companys functional currency All amounts are rounded off to the nearest Peso except when

otherwise indicated

Basis of Consolidation

The consolidated financial statements comprise the financial statements of the Parent Company and PGO its

wholly owned subsidiary

Subsy
subsidiary is an entity over which the Parent Company has the power to govern the financial and operating

policies of the entity or generally has an interest of more than one half of the voting rights of the entities The

existence and effect of potential dJng rights that are currently exercisable or convertible are considered when

assessing whether the Parent Company controls another entity subsidiary is frilly consolidated from the date

control is transferred to the Parent Company directly or through the holding companies Confrol is achieved

where the Parent Company has the power to govern the financial aid operating policies of an entity so as to

obtain benefits from its adivities They are deconsolidated from the date on which control ceases

All intra-group balances transactions Income and losses resufting from intra-group transactions that are

recognized in assets are eliminated in flAil However hitra-group losses that indicate impairment arerecognized in

the consolidated financial statements

Statement of Compliance

The consciated financial statements of the Group have been prepared in accordance with Philippine Financial

Reporting Standards PFRS

Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financIal year except that the Group has

adopted the following new and amended Philippine Accounting Standards PAS PFRS and Philippine

interpretations based on International Financial Reporting Interpretation Committee IFRIC interpretations which

were adopted as of January 2009

Revised PAS Pesentalion of Rnancial Statements separates owner aid non-owner changes in equity All

owner changes in eqwty are required to be presented in statement of changes in equity aid all non-owner

changes either hi one statement of comprehensive income or in two separate statements which consist of

statement of income aid statement of comprehensive Income The previous standard reqtnred

components of comprehensive income to be presented in the statement of changes In equity The revised

standard also requires the income tax effect of each component of comprehensive income to be disclosed In

addition it requires entities to present comparative balance sheet as at the beginning of the earliest

comparative period when the entity has applied an accounting policy retrospectively makes retrospective

restatement or reclassifies Items in the financial sments
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The Group has eleded to present comprehensive income in swigle statement arid elected not to change the

balance sheet to statement of financial position

The Group has not presented three balance sheets on these consolidated financial statements because it

has not applied an accounting policy retrospectively made retrospective restatement of items on the

Groups consolidated financial statements or redassifled items on the Groups consolidated financial

statements that affected the balance sheet at the beginning of the earliest comparative period

Revised PAS 23 Bomwig Costs requwes capitalization of borrowing costs that are directly attributable to

the acquisition construction or production of qualifying asset In accordance with the transitional provisions

of the amended PAS 23 the Group has adopted the standard on prospective basis Therefore borrowing

costs are capitalized on qualifying assets with commencement date on or after January 2009 ThIs

revised standard does not have significant impact on the Groups consolidated financial statements

Amendment to PFRS Rnancial Instruments Wscbswes requires additional disclosures about fair value

measurement and
liquidity

risk Fair value measurements related to items recorded at fair value are to be

disclosed bysourceof inputsusing athreelevelfalrvalue hierarchy byclass forall financial instruments

recogruzed at fair value In addition reconciliation between the beginning and ending balance for level fair

value measurements is now required as well as significant transfers between levels in the fair value

hierarchy The amendments also clarify the requirements for
liquidity

risk disclosures with respect to

derivative transactions and financial assets used for
liquidity management The three level fair value

hierarchy and liquidity
risk disclosures are presented in Notes 20 and 21 respectively

Amendments to PFRS Rist-thne Adoption of PMippine Rnenciat Reporting Standads and PAS 27

Separate and Consolidated Rnancial Statements- Cost of an Investment hi bsiiai Jointly Contruled

Ently orAssociate allow an entity to determine the cosf of investments in subsidiaries jointly controlled

entities or associates in its opening PFRS financial statements in accordance with PAS 27 or using deemed

cost method The amendment to PAS 27 required ail dMdends from subsidiary jointly controlled entity or

associate to be recognized in the income statement in the separate financial statement The revision to PAS

27 was applied prospectively The new requirement does not have an impact on the Groups consolidated

linaicial statements

FFRS Operating Segments replaced PAS 14 Segment Reporting upon its effective date The Group

concluded that the operating segment determined in accordance with PFRS ale the same as the business

segment previously identified under PAS 14

The following new aid amended PFRS and Philippine interpretations did not have significant impact on the

Groups consolidated financial statements

Amendment to PFRS Shae-based Payment Vesting Conditions and Cencelations clarifies the definition

of vestIng conditions aid prescribes the treatment for an ewad that is cancelled

PAS 32 Finanda Instnmsrsts Presentation and Amendment to PAS allows limited scope exception for

puttable Iiiaicial Instruments to be classified as equity if they full Ill number of specified criteria
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Philippine Interpretation IFRIC Reassesarnent of Embedded Deivatites end Amendments to PAS 39

Financial Ins niments Recognilion and Measrxenent requres at entity to assess whether an embedded

derivative must be separated from host contract when the entity redassifles hybrid financial asset out of

the fair value through profit or loss FVFI category This assessment is to be made based on circumstances

that existed on the later of the date the entity first became patty to the contract end the date of any contract

amendments that significantly change the cash flows of the contract PAS 39 now states that If en embedded

derivative cannot be reliably measured the entire hybrid instrument must remain dassifled as at FVPL

Philippine Interpretation IFRIC 13 O.istomerLoyalylrogrammes requires customer loyalty credits to be

accounted for as separate cononent of the sales transaction ii which they are wanted

Philippine Interpretation IFRIC 16 Hedges of Net Investment in Foreign Cemn provides guidance on

the accounting for hedge of net investment As such ft provides guidance on identifying the foreign

currency risks that qualify for hedge accounting in the hedge of net investment where within the group the

hedgingkistrumentscanbeheldinthehedgeofanetinvestmentandhowanefltityShOulddeterflhiflethe

amount of foreign currency gain or loss relating to both the net investment aid the hedging instnjment to be

recyded on disposal of the net investment

Philippine Interpretation IFRIC 18 Transfers of Assets fivm Customers provides guidance on how to account

for items of property plant and equipment received from customers or cash that is received and used to

acquire or consbjct assets that are used to connect the customer to network or to provide ongoing access

to supply of goods or services or both When the transferred item meets the definition of en asset the

asset is meastred at fair value on initial recognition as part of an exchange transaction The services

dellvered are identified and the consideration received the fair value of the asset allocated to each

identifiable service Revenue is recognized as each service is delivered by the entity

Improvements to PFRSs

In 2008 and 2009 the International Mcounting Standards Board issued its first omnibus of amendments to Its

standards primarily with view to removing inconsistencies and darifying wording There ate separate transitional

provisions for each standard Adoption of the following inrovements to standards did not have any
material

mipact on the Groups consolidated financial statements

PFRS Non-current Assets Hekllbr Sain and Discontinued Cperations specifies when subsidiary is held

forsale ilofilsassetsandli eswlllbedassifledasheldforsale usderPFRS5 even whentheentity

retains non-controlling interest in the subsidiary after the sale

PAS dailies assets and liabilities dassifled as held for trading ate not automatically dassifled as current in

the balance sheet

Amendment to PAS 16 Atpet Plant arid Equpnem replaces the term net selling price with lair value

less costs to sell to be consistent with PFRS -cunent Assets HeW for Sate and Disrxjntiiued

Cemtfons and PAS 36 Impaàment of Asset It also dailies that items of property plait and equipment

held for rental that are routinely sold in the ordinary course of business after rental are transferred to

inventory when rental ceases aid they are held for sale Proceeds of such sales are subsequently shown as

revenue Cash payments on initial recognition of such items the cash receipts from rents aid sabsequent

sales are all shown as cash flows torn operating activities
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PAS 19 Emploe Benefits revises the definition of past service costs to indude reductions in benefits

related to past services negative past service costs and to exclude reductions in benefits related to hihire

services that anse from plan amendments Amendments to plans that result in reduction in benefits related

to hibire services are accounted for as curtailment It also revises the definition of return on plan assets to

exclude plan administration costs if they have ateady been included ii the actuaial assumptions used to

measure the defined benefit obligation It also revises the definition of short-term aid other lung-term

emplOyeebenefitstofocusonthePolntinfimeatwhichtheftyisduetobeSefued
Italsodeletesthe

reference to the recognition of contingent kthilfties to ensure consistency with PAS 37 ProvIsions

Contingent Liebilties and Contkigent Assets

PAS 20 Accounting kit Government Grants and Disclosures of Government Assistance clarifies that loans

granted with no or low interest rates wiff not be exempt from the requirement to impute interest The

difference between the amount received and the discounted amount is accounted for as government grant

PAS 23 revises the definition of borrowing costs to consolidate the types of items that are considered

components of borrowing costs i.e components of the interest expense calculated using the effective

interest rate method This revised standard disallows the alternative treabnent of borrowing costs which

permits the recognition of borrowing costs as expense

PAS28InentinAssdatedariflesthatifanassodatelsaCC0Ufltedfratfin0ce

with PAS 39 only the requirement of PAS 28 to disclose the nature and extent of any significant restrictions

on the abifltyof the associate to transferfunds to theenhty ii theform of cash or repaymentof loans applies

It also defines an investment hi an associate as single asset for the purpose
of conducting the Impairment

test Therefore any impairment test is not separately allocated to the goodwill included hi the investment

balance

PAZ 29 FlllancieI Reporting in Hertnflatbnary Economies revises the reference to the exception that

assets and liabilities should be measured at historical cosl such that it notes property plant and equipment

as being an example rather than implying that it is definitive list

PAZ 31 Interest hi Joint Ventures clarifies that if joint venture is accounted for at fair value in accordance

with PAZ 39 only the requirements of PAS 31 to disclose the commitments of the venturer and the joint

venture as well as summazy financial information about the assets liabiTties income and expense will apply

PAS 36 provIdes th when discounted cash flows are used to estimate fair value less cost to selr

additional disclosure is required about the discount rate consistent with disclosures required when the

discounted cash flows are used to estimate value-in-use

PAZ 38 Intangible Assets provides th expendthte on advertising aid promotional activities Is to be

recognized as an expense when the Company either has the right to access the goods or has received the

services Mvertising and promotional activities now specifically
indude mail order catalogues It also

deletes references to there being ranly if ever persuasive evidence to support an amortization method for

finite life intangible assets that results hi lower anoinit of accumulated anodization Ihai under the

straight-line method thereby effectively allowing the use of the unit of pioduction
method
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PAS 39 provides changes in circumstances relating to derivatives specifically derivatives designated or do-

designated as hedging instruments after initial recognition are not reclassifications It also clarifies when

financial assets ae reclassified as result of an insurance company changing its accounting policy In

accordance with paragraph 45 of

PFRS Insiisvnce Contracts such is change in csiwmstanoe not reclassification It hither removes the

reference to segmenr when determining whether an instrument qualifies as hedge It requires use of the

revised effective interest rate rather thai the original effective Interest rate when remoasuring debt

instrument on the cessation of fair value hedge accounting

PAS 40 investment Properties revises the scope and the scope of PAS 16 to Include property that is being

constructed or developed for future use as an investment property Where an entity is unable to deternne

the fair value of an investment property under construction but expects to be able to determine its fai value

on completion the investment under construction will be measured at cost untli such time as fair value can

be determined or construction is complete

PAS 41 Agiiculftne removes the reference to the use of pretax discount rate to determine fair value

thereby allowing use of either pretax or post-tax discount rate depending on the valuation methodology

used and removes the prohibition to take into account cash flows resulting from
any

additional

transformations when estimating fair value instead cash flows that are expected to be generated in the

most relevant marker are taken Into account

PAS 18 Reinue specifies no transitional provisions the amendment issued in 2009 is effective

immediately aid retrospectively The amendment adds guidance which accompanies the standard to

determine whether an entity Is acting as principal or as agent The features indicating an entity is acting as

principal are whether the entity has primary responsibility for providing the goods or services has

inventory risk has discretion hi establishing prices and bears the credit risk The Group has

assessed its revenue arrangements against these aiteda and concluded that it Is acting as principal in at

arrangements The revenue recognition policy has been updated accordingly

Future Chaicies hi Mcountina Policies

The folbwing standards and mterpretations will become effective subsequent year 2009 The Group does not

expect the adoption of the appricable new aid amended PFRS aid Philippine interpretations to have significant

impact on the Groups consolidated financial statements

Eifective in 2010

Philippine Interpretation IFRIC 17 Distributions of Non-Cash Assets to Oiqiers provides guidance on how to

account for non-cash distnbutions to owners The interpretation clarifies when to recognize liability how to

measure it and the associated assets and when to derecognize the asset and liability The Company does

not expect the interpretation to have an Impact on the financial statements as the Company has not made

non-cash distributions to shareholders in the past
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Revised PFRS Business Combinations Revised and PAS 27 Consolkiated and Separate Financial

Statements Amended Introduce number of changes in the aunling for business combinations that will

inipact the amount of goodwill recognized the reported results in the period that an acquisition occurs and

future reported esults The revised PAS 27 requires among others that change in ownership interests

ofasubsidlarythatdo notresultin lossof control will beaccountedbrasaneqLdtyfrsesacfiofl aidwil

havenoinpactongoodwlorwiHftgisetoagainoross
allocated between the controlling and non-controlling interests previously referred as minority interests

even If the losses eeed the non-conbulling equity investment in the subsidiary aid on loss of control of

subsidiary any retained interest will be remeasured to fair value and this will impact the gain or loss

recognized on disposal The changes Introduced by the revised PFRS must be applied prospectively and

PAS 27 must be applied retrospectively with few exceptions

PAS 39 Financial Insiniments Recognition and Measurement Bigible Hedged Iteme addresses only the

designation of one-sided risk in hedged item and the designation of inflation as hedged risk or portion in

particular situations The amendment clarifies that an entity is permitted to designate portion of the fair

value changes or cash how variability of financial instrument as hedged item

FFRS Shaie-based Panents Group Cash-seff led Share-based Payment Transactions clarifies the

scope and the accounting for group cash-seWed share-based payment transactions The Company has

concluded that the amendment will have no inact on the financial position or performance of the Company

as the Company has not entered into any such share-based payment transactions

Philippine Interpretation FRIC 19 Extinguishing Financial Liabilities with Equity lnstnLments provides

guidance on how to account for the extinguishment of financial
riability by the issue of equity Instruments

These traisactions are often referred to as debt for equity swaps

Improvements to PFRS

PFRS ae-based Payment clarifies that the contribution of business on formation of joint venture

end combinations under common control are not within the scope of PFRS even thoui they are out of

scope of PFRS BusIness Conibinaf lens Revised

PFRS Noncurrent Assets Held lbr Sale and Discontinued Opetations darifles that the disclosures requked

in respect of non-current assets and disposal groups classified as held for sale or discontinued operations

as only those set out in PFRS The disclosure requirements of other PFRSs only apply if specifically

required for such non-current assets or discontinued operations

PFRS Operating Segments darifles that snent assets aid kabilities need only be reported when those

assets and liabilities are lockided in measures that are used by the chief operating decision maker

Improvements PAS Presentation of Financial Statements clarifies that the terms of
liability

that could

result at anytime in its settlement by the issuance of equity Instruments at the optn of the counterpaty do

not affect its classification
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Improvements to PAS Statement of Cash explicitly states that only expenditure that results in

recognized asset can be classified as cash flow from investing activities

PAS 17 Leases removes the specific gtadance on classilying laid as tease Prior to the amendment

teases of land were classified as operating teases The amendment now requus that teases of land are

classified as either finance or operating ii accordance with the general principles of PAS 17 The

amendments will be applied retrospectively

PAS 36 Impahinent of Assets clarifies that the largest unit permitted for albcahng goodwill acquired in

business combination Is the operating segment as defined in PFRS befOre aggregation for reporting

purposes

PAS 38 Intangible Assets clarifies that if an intangible asset acquired in business combination Is

identifiable only with another intangible asset the acquirer may recognize the group of intangible assets as

single asset provided the individual assets have similar useful lives This also clarifies that the valuation

techniques presented for determining the fair value of intangible assets acquired ii business combination

that are not traded in active markets are only examples and are not restrictive on the methods that can be

used

Philippine Interpretation IFRIC Reassessment otEntedded Llustees darifles that it does not apply to

possible reassessment at the date of acquisition to embedded derivatives in contracts acquired in business

combination between entities or businesses under common control or the formation of joint venture

EflcMe in 2011

Philippine Interpretation IFRIC 16 Hedge of Net Investment in Foreign Operation states that in hedge

ofanetinvestmentinaforeignopertionqualifyiighedginginsfrumentsmaybeheldbyanyenfttyor

entities within the group including the foreign operation ftself as long as the designation documentation and

effectiveness requirements of PAS 39 that relate to net investment hedge are satisfied

Effective in 2012

Philippine Interpretation IFRIC 15 Agreement for Constnriion of Real Estate covers accounting fur revenue

and associated expenses by entities that undertale the construction of real estate directly or through

subcontractors This Interpretation requires that revenue on construction of real estate be recognized only

upon completion except when such contract qualifies as construction contract to be accounted for under

PAS 11 Constniction ContTaofs or involves rendering of services in which case revenue is recognized based

on stage of completion Contracts involving provision of services with the construction materials and stiere

the risks and reward of ownership are transferred to the buyer on continuous basis wl also be accounted

for based on stage of completion

EicMe in 2013

PFRS Fl andal Instnsments specifies how an entity should classify and measure financial assets

including some hybrid contracts It applies consistent approach to classifying financial assets and replace

the numerous categories of Ilnaicial assets in PAS 39 each of which had its own classification criteria This

also results in one impairment method
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The Group continues to assess the Impact of the above new aid amended accounting standards and

interpretations effective subsequent to 2009 on its consolidated financial statements in the period of initial

appilcation Andilional disclosures required by these amendments will be included in the consolidated financial

statements when these amendments are adopted

Investments In Associates

Associates are entities which the Group has significant influence but not control generally accompanying

shareholding of between 20% to 50% of the voting rights Investments in associates are accounted for under the

equity method of accounting

The Groups share of Its associates post-acquisition profits or losses is recognized in the consolidated statement

of comprehensive income aid its share of post-acquisition movements in reserves Is recognized hi reserves The

cumulative post-acquisition movements are adjusted against the carrying amount of the investment Distributions

received from an investee reduce The carrying amount of the investment When the Groups share of losses in an

associate equals or exceeds ifs Interest in the assodate including any other unsecured receivables the Group

does not recognize farther losses unless ft has incurred obligations or made payments on behalf of the associate

Unrealized gains on transactions between the Group and its associates are eliminated to the extent of the Groups

interest hi the associates Unrealized losses are also elininated unless the transaction provides evidence of an

impairment of the asset tmnsferred Accounting policies have been changed where necessary to ensure

consistency with the poriaes adopted by the Group

Interest in Jointly Controlled Assets

Interest in jointly controlled assets is accounted for by recognizing in the consolidated financial statements the

Groups sham in the jointly controlled assets The share Is included principally In the Receivables Property and

equipment and Deferred oil exploration costs accounts in the consotidated balance sheets Any liabilties

incurred jointly with the other venturers are recognized under Accounts with Partners in the consolidated balance

sheets Related revenues and expenses are recognized in the consolidated statements of comprehensive Income

Business Combination and Goodwill

Business combinations are accounted for using the purchase method This invelves recognirnig identifiable assets

aid liabilities of the acquired business Initially at fair value If the acquirers interest in the net fair value of the

identifiable assets and liabilities exceeds the cost of the business combination the acquirer shall reassess the

identification and measurement of the acquiress identifiable assets and liabilities and the measurement of the cost

of the combination and recognize immediately in profit or loss any excess remaining after that reassessment

When business combination involves more than one exchange transaction each exchange transaction shall be

treated separately using
the cost of the transaction and fair value information at the date of each exchange

transaction to determine the amount of any goodwill associated with that transaction This results in step-by-step

comparison of the cost of the Individual Investments with the Groups Interest hi the value of the acquiress

identifiable assets liabilities and contingent liabilities at each exchange transaction The fair values of the

acquiress identifiable assets ilabilitles and contingent liabilities may be different at the date of each exchange

transaction Any adjustments to those fair values relating to previously held interests of the Group Is revaluation

to be accounted for as such and presented separately as part of equity
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Goodwill represents the exoass of the cost of an acquisition over the fair value of the Groups share in the net

identifiable assets of the acquired subsdary or associate at the date of acquisition

Goodwill on acquisitions of subsidianes is recognized separately as noncurrent asset Goodwill on acquisitions

of associates is induded in investments in associates and is tested annually for knpalrment as part of the overall

balance

Goodwill Is reviewed for impairment annually or more fiaquenhly if events or changes in circumstances indicate

that the carrying value may be impaired

Impairment is determined for goodwill by assessing the recoverable amount of the cash-generating unit CGU or

group of CGUs to which the goodwill relates Where the recoverable amount of the CGU or group of CGUs Is

less than the carrying amount of the CGU or group of CGUs to which goodwill has been allocated an impairment

loss is recognized impairment losses relating to goodwill cannot be reversed in future periods The Group

performs its enpairment test of goodwill on an annual basis

Cash and Cash Eauivalents

Cash consists of cash on hand and in banks Cash equivalents are shorttemi highly liquid investments that are

readily convertible to known amounts of cash with original maturities of up to three months or less from dates of

acquisition and are subject to an Insignificant risk of change in value

Financial Instruments

Date of recognfdon

The Group recognizes financial asset or financial liability in the consolidated balance sheet when it becomes

party to the contractual provisions of the instrument Purchases or sales of financial assets that require delivery of

assets within the lime frame established by regulation or convention in the marketplace are recognized on the

settlement date

Initial recognition and dassiiaticn of financiathsfniments

Financial instruments are recognized initially
at fair value which is the fair value of the consideration given cm

case of an asset or received Qn case of liability The initial measurement of financial instruments eapt tir

those designated at FVPL includes transaction cost

On initial recognition the Group classifies its financial assets in the following categories

financial assets at FVPL held-to-maturity HTM investments AFS financial assets and loans end receivables as

appropriate Financial liabilities are dassif led as either financial liabilities at FVPI or other financial liabilities as

appropriate The dassification depends on the purpose for which the investments are acquled and whether they

are quoted in an active market Management determines the dassificatlon of its financial assets and financial

liabilities at initial recognition and where allowed and appropriate re-evaluates such designation at each balance

sheet date

Financial instruments are dassifled as liabilities or equity in accordance with the substance of the contractual

arrangement interest dividends gains and losses relating to financial instrument or component that is

financial
liability

em reported as expense or income Distributions to holders of financial instruments classified as

equity are charged directly to equity net of any related income tax benefits
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As of December 31 2009 and 2008 the Group has no financial assets classified as HIM invesbients and

financial assets and financial liabilities at FVPL

Detemiation of fakvakie

The fair value of financial instruments that are actively traded in organized financial markets Is determined by

reference to quoted market prices bid price for king positions and ask price for short positions without any

deduction from transaction costs at the close of business on the balance sheet date When current bid and asking

prices are not available the price of the most recent transaction is used since it provides evidence of current fair

value as long as there has not been significant change in economic circumstances since the time ci tansaction

For investments and all other financial instruments where there is no active market fair value is detenriined using

generally acceptable valuation technkiues Such techniques Include using arms length market transactions

reference to the current market value of another instrument which is substantially the same discounted cash flow

analysis and other valuation models

DayiProfit

Where the transaction price in non-active market is different from the fair value based on other observable

current market transactions in the same instrument or based on valuation technkiue whose variables Include

only data from observable market the Group recognizes the difference between the transaction price and fair

value Day profit in the consolidated statement of comprehensive income unless It qualities for recognItion as

some other type of asset In cases where use Is made of data which Is not observable the difference between

the transaction price and model value is only recognized in the consolidated statement of comprehensive income

when the inputs become observable or when the instrument is derecognized For each transaction the Group

detemilnes the eppnpiate method of recognizing the Day profit
amount

Ernbeddeddeævatlves

An embedded derivative is separated from the host financial or nonfinancial contract and accounted for as

derivative if all of the following conditions are met

the economic characteristics and risks of the embedded derivative are not dosely related to the economic

characteristic and risks of the host contract

separate instrument with the same terms as the embedded derivative would meet the definition of

derivative and

the hybrid or combined instrument Is not recognized as at FVPL

The Group assesses whether embedded derivatives are required to be separated from host contracts when the

Group first becomes party to the contract Reassessment only occurs if there is 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 contacts are accounted for either as financial assets or

financial liabilities at FVPL Changes in fair values em included in the consolidated statement of comprehensive

mcome

The Group has no embedded derivatives as of December31 2009 and 2008

Loans and receablse
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Loans and receivables are ncn-dedvshve laiclal assets with lixed or determinable payments that aie not quoted

in an active market After uiitial measurement loans and receivables are subsequently carried at amortized cost

using the effective interest method Amortized cost is calculated taking into account any discount or prenvum on

acquisition and includes transaction costs aid fees that are an integral part of the effective interest rate Gains

and losses are recognized in the consolidated statement of conpwhensive income when the loans and

receivables are derecognized or Impatred as well as through the amortization process These financial assets

are inctuded in current assets if maturity is within twelve months from the balance sheet date Otherwise these

are classified as non-current assets

As of March 31 2010 and December31 2009 the Groups loans and receivables consist of cash and cash

equivalents and receivables

AFS financial assets

AFS financial assets are non-derivative financial assets that are designated as AFS financial assets or are not

classilled in any of the three other categories The Group desnates financial instruments as AFS financial assets

if they are purchased and held indefinitely and may be sold in response to lkuklity requirements or changes in

market conditions After inWal recognition AFS financial assets are measured at fair value with unrealized gains

or losses being recognized directly in equity as Net unrealized loss on decline ii value of AFS lliaicial assets

When the financial asset is disposed of the curmilative gains or losses previously recorded in equity are

recognized in the consolidated statement of comprehensive income interest earned on the investments Is

reported as Interest income using the effective interest method Dividends earned on Investments are

recognized hi the consolidated statement of comprehensive income as Dividends income when the right of

payment has been established The Group considers several factors in making decision on the eventual

disposal of the investment The major factor of this decision is whether or not the Group wil experience Inevitable

further losses on the investment These financial assets are classified as noncurrent assets unless the intention is

to dispose of such assets within twelve months from the balance sheet date

As of March 312010 and December31 2009 the Group classifies its investments in sharesof stocks asAFS

financial assets

Other financial lablities

Other financial liabilities are initially recorded at fair value Alter initial recognition interest-bearing loans and

borrowings are subsequently measured at amortized cost using the effective interest method Amortized cost is

calculated by taking into account any issue costs and any discount or premium on settlement Gains arid losses

are recognized in the consolidated statement of comprehensive income when the liabilities are derecognized as

well as through the amortization process

As of March 312010 and December31 2009 the Group classifies its loans payable accounts payable and

accrued liabilities dividends payable and subscriptions payable as other financial liabilities

Cffsettino Financial Instruments

Financial assets aid financial liabilities are set off and the net amount is reported in the consolidated balance

sheet if and only if there is currently enforceable legal ritto offset the recognized auowts and there is an

Intention to settle on anet basis or to realize the asset aid settle the liability sinuttaneously



40

kreairment of Financial Assets

The Group assesses at each balance sheet date whether financial asset ora goup of financial assets is

impaired icialassetoragroupof financial assets isdeemed lobe nnpairedfl asdcnlyif thereis objective

evidence of impairment as result of one or more events that has occurred after the .mi$ial recognition of the asset

as iicuned less event and that loss event orevents has an impact on the estimated future cash flows of the

financial asset or the group of financial assets that can be reliably estimated Evidence of impaiment may indude

indloations that the contracted parties or group of contracted parties is experiencing significant financial difficulty

default or delinquency in interest or principal payments the probability that they will enter banknçtcy or other

flnthCial reorganization and where observable data indicate that there is measurable decrease in the estimated

futiie cash flows such as changes in arrears or economic conditions that correlate with defaults

Loas end receivables

If there is objective evidence that an impainnent loss on financial assets carried at anodized cost has been

incurred the amount of loss Is measured as the difference between the assets carring amount and the present

value of estimated future cash flows exducling future credit losses that have not been incurred discounted at the

financial assets original effective interest rate i.e the effective Interest rate computed at initial recognition The

cadng amount of the asset shall be reduced through the use of an allowance account The amount of loss is

recognized in the consolidated statement of comprehensive income

The Group first assesses whether objective evidence of imparmentexists kidMduafly fur financial assets that are

individually significant and indMdually or collectively for financial assets that are not individually significant If it is

determined that no objective evidence of impairment exists for an individually assessed financial asset the asset

is included in the group of financial assets with similar credit risk and diaracteristics and that group of financial

assets is collectively assessed 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 am not induded in collective assessment of

impairment

in subsequent period the amount of the impairment loss decreases aid the decrease can be related

objectively to an event occurring after the ªiairment was recognized the previously recognized imparment loss

is reversed Any subsequent reversal of an impairment loss is recognized in the consolidated statement of

comprehensive income to the extent that the ca4ng value of the asset does not exceed what its amortized cost

could have been had there been no impairment at the reversal date

In relation to receivable provision for impairment is made when there is objective evidence such as the

probabllity of insolvency or sign ificant financial difficulties of the debtor that the Group will not be able to collect all

the amounts due under the original terms of the invoice The carrying amount of the receivable is reduced

through the use of an allowance account Impaired receivables are derecognized when they ate assessed as

uncollectible

Financial assets canfed at cost

If there is objective evidence of impairment on an unquoted equity instrument that is not carried at fair value

because its fair value cannot be refiably measured or on derivative asset that is llnked to aid must he settled by

delivery of such as unquoted equity instrument the amount of the loss is measured as the difference between the
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assets caTylg amount and the present value of estimated flihire cash flows discounted at the current market

rate of return of si rflnaciaI asset

AFS aciat assets

For AFS financial assets the Group assesses at each balance sheet date whether there is objective evidence that

financial asset or group of financial assets is impaired

In case of equity investments classified as AFS financial assets this uId include significant or prolonged

decline in the fair value of the investments below its cost When there is evidence of impanment the wrnulative

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 consolidated statement of comprehensive income is removed

from equity and recognized in the consolidated statement of comprehensive income

Impairment losses on equity investments are not reversed through the consolidated statement of comprehensive

income Increases in fair value after impairment are recognized directly hi equity

In the case of debt instruments classified as AFS financial assets kiiparment is assessed based on the same

criteria as financial assets carded 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 lbws for the purpose of

measuring inairment loss Such accrual is recorded as pat of interest income in the consolidated statement of

comprehensive income If in subsequent year the fair value of debt instrument increases and the Increase cai

be objectively related to an event occurring after the impairment loss was recognized in the consolidated

statement of comprehensive income the impairment loss is reversed through the consolidated statement of

comprehensive income

Derecoonition of Financial Assets and Financial Liebilities

Rnanda assets

Afinancial assetor where appliceble partof financial assetor part ofagroupof similarfinancial assets is

derecognhed when

the rights to receive cash flows from the asset have expired

the Group retains the right to receive cash flows from the asset but has assumed en obligation to pay them

in full without material delay to third party under pass-through arraigement or

the Group has transferred its rights to receive cash flows from the asset and either has Iransferred

substantially all the risks and rewards of the asset or has neithertraisferred nor retained substaitiyall

risks and rewards of the asset but has transferred control of the asset

Where the Group has transferred its rights to receive cash flows from an asset or has entered hito pass-through

arrangement and has nether transferred nor retained substantlafly all the risks end rewards of the asset nor

transferred control of the asset the asset is recognized to the extent of the Gvups continuing involvement in the

asset Continuing involvement that takes the form of guarantee over the transferred asset is measured at the

lower of the odgiial carrying amount of the asset aid the maximum amount of consideration that the Group coukl

be required to repay

When continuing tmdvenient takes the fomi of written aid/or purchased option fmctuding cashsettled option

or similar provision on the transferred asset the extent of the Groups continuing Involvement is the amount of the
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transfened asset that the Group may repurchase except that in the case of written put option çmcluduig cash

settled option or similar provision on asset measured at fair value the extent of the Groups continuing

irndvement is limited to the lower of the fair value of the transfened asset aid the option exercise pace

Financial IabiIYlies

financial liability is derecognized when the obllgatlon under the
liability was dlschaed cancelled or has

expired Miere an existing financial liability Is replaced by another from the sane lender on substantially different

terms or the terms of an existing liability are substantially modified such an exchange or modification is treated

as derecognition of the original ilabiTity and the recognition of new liability id the difference in the respective

carrying amounts is recognized in the consolidated statement of comprehensive income

Crude Oil Inventory

Crude oil inventoly is carried at market value

Property aid Eauioment

Property and equipment are stated at cost less accumulated depletion depredation and amortization and any

impairment in value Such cost includes the cost of replacing part of such property and equipment when that cost

is incurred and the recognition criteria are met

The Initial cost of property and equipment other than wells platforms and other facilities comprises Its purchase

price including taxes and any directly athibutable costs of bringing the asset to its xking condition ax location

its intended use Expenditures incurred after the property and equipment have been put into operation such

as repairs and maintenance are normally charged to income in the period the costs are incurred In situations

where It can be clearly demonstrated that the mpendltures have resulted In an Increase in the future economic

benefits expected to be obtained from the use of an item of property aid equipment beyond its originally assessed

standard of performance the expenditures are capitalized as additional cost of property and equipment

When assets are retired or otherwise disposed of the cost and related accumulated depletion depredation and

amortization and any allowance for impairment are removed from the accounts and any gain or kiss resulting

from their disposals is recognized in consolidated statement of comprehensive income

Depletion of wells platforms and other facilities are provided on field basis under the unit-of-production method

based upon esthiates of proven reserves The depletion base includes the exploration and development cost of

producing ollilelds

Depredation of property and equipment other than wells platforms and other facilities is computed using the

straight-line method over the estimated useful lives of the assets as follows

Number of Years

Office condominium units and improvements 20

Transportation equipment

Office furniture fixtures and equIpment

Depreciation and amortization of an item of property and equipment begins when it becomes available for use

i.e when it is in the location and condition necessary for it to be capable of operating in the manner intended by

management Depredation or amortization ceases at the eauler of the date that the item Is classified as held for
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sale or hiduded in disposal group that is dassif led as held for sale in accordance with PFRS Noncunent

Assets HeW for Sale and Discontinued C3eralbns and the date the asset is derecognized

Wells hi progress pertains to those development costs relating to Service Contract SC where oil hi commercial

quantities are discovered and are subsequently reclassified to Wells plaffomis and other fadilbes shown under

Pmperty and equipment account in the consolidated balance sheet upon commercial production Depletion of

wslls in progress commences upon transfer to property and equipment

The assets useful lives and depletion depreciation and amortization methods are reviewed periodically to ensure

that the periods and methods of depletion depreciation and airortization sue consistent with the expected pattern

of economic benefits from items of property and equipment

Deferred Oil Exploration Costs

The Group fellows the frill cost method of accounting for exploration costs determined on the basis of each

SC/Geophysical Survey and Exploration Contract GSEC area Under this method all exploration costs relating

to each SC/GSEC are deferred pending determination of whether the contract area contains oil and gas reserves

in commercial quantities The exploration costs relating to the SC/GSEC aea where oil and gas in commercial

quantities are discOvered are subsequently capitalized as Wells platforms and other facilities shown under the

Property and equipment account hi the consolidated balance sheet upon commercial production When the

SC/GSEC is permanently abandoned or the Group has withdrawn from the consortium the related deferred oil

exploration costs are written-off SCs and GSECs are considered permanently abandoned if the SCs and GSECs

have expired and/or there are no definite plans for further exploration and/or development

imnairment of Nonfinancial Assets

The Group assesses at each balance sheet date whether there is an indication that noncurrent nonfinancial

assets which indude property and equipment investments in associates deferred oil exploration costs and other

noncurrent assets may be impaired It any such indication exists or when annual hupuirment testing for an asset

is required the Group makes an estimate of the assers recoverable amount An assets recoverable amount us

the higher of an assers or CGUs fair vahie less costs to sell and its value in use and is determined for an

individual asset unless the asset does not generate cash inflows that are laigely independent of those from other

assets or groups of assets Where the carrying amount of an asset exceeds its recoverable amount the asset is

considered impaired and is written down bits recoverable amount In assessing value-In-use the estimated

flrbne cash flows are discounted to their present value using pre-tax discount rate that reflects current market

assessments of the lime value of money and the risks specific to the asset Impairment losses of continuing

operations are recognized in the consolidated statement of comprehensive income hi those expense categories

consistent with the function of the impaired asset

For assets exduding goodwill an assessment is made at each balance sheet dab as to whether there is any

indication that previously recognized impairment losses may no longer exist or may have deoeased If such

Indication exists the recoverable amount is estimated previously recognized impairment loss Is reversed only if

there has been change hi the estimates used to determine the assets recoverable amount since the last

Impairment less was recognized If that is the case the carrying anotnit of the asset is increased to its

recoverable amount That maeased amount cannot eed the carrying amount that would have been

determined net of accumulated depletion depreciation and amortization had no hiipment less been

recognized for the asset in prior years Such reversal Is recognized hi the consolidated statement of

comprehensive Income unless the asset is carried at revalued amount in which case the reversal is treated as
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revaluation mcease After such reversal the depreciation chage rs adjusted in future periods to allocate the

assets revised canytng amount less any residual value on systematic basis over its remaining useful ilfu

Can Stock

Capital stock is measured at par value for all shares issued When the Group issues more than one class of

stock separate account is mantained fur each class of stock and the number of shares issued Incremental

costs incurred directly attributable to the Issuance of new shares are shown in equity as deduction from

proceeds net of tax

Own equity instruments which are reacquired treasury shares ate recognized at cost and deducted from equity

No gain or loss is recognized in profit or loss on the purchase sale issue or cancellation of the Groups own

equity instruments Any difference between the carrying amount and the consideration is recognized in paid-hi

capital hi eess of par

Retained Earnuns Deficit

Retained earnings deficit represent the cumulative balance of net income loss dividend distributions prior

period austhients effects of changes in accounting policy and other capital adjustments

Revenue Recoqnftion

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Group and the

amount of revenue can be reliably measured Revenue is measured at the fair value of the consideration

received edudlng discounts and other sales taes or duty The following specific recognition criteria must also

be met before revenue is recognized

PeWeian IetelLe

Revenue from petroleum operations Is recognized as income at the time of production

Rental income

Rental income is accounted for on straight-line basis over the related lease terms

Interest ne
Interest income is recognized as the interest accrues taking into account the effective yield on the asset

Dividend income

Dividend income Is recognized when the right to receive the payment is established

Costs and Eenses Recoanition

Costs and expenses are recognized in profit or loss when decrease in fluture economic benefit related to

decrease in ar asset or an increase of
liability has arisen that can be measured reliably Costs aid expenses

are recognized in the consolidated statement of comprehensive income in the period in which they are incurred

Borm Costs

Borrowing costs generally ate recognized as expense in the consolidated statement of comprehensive income

when incurred Borrowing costs are capitalized if they ate directly attrlbuWe to the acquisition or consbuction of

qualifying asset Capitalization of borrowing costs commences when the activities to prepare the asset are in
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pmgress and expenditures and boriowfng costs are being incurred Borrowing costs are capitalized unt the

assets are substantialy ready for their intended use If the canying amount of the asset exceeds its estimated

recoverable amount an impairment loss is recorded

Retirement Benefits Costs

Retirement benefits costs are actuarially determined using the prejected unit credit method The projected unit

cre method considers each period of service as giving rise to an add utional unit of benefit entitlement and

measures each unit separately to build up the final obrigalion Upon Introduction of new plan or improvement of

an mdsfing plan past service costs are recognized on straight-line basis over the average period until the

amended benefits become vested To the extent that the benefits are already vested immediately past service

cost us immediately expensed Actuarial gains and losses are recognized as income or expense when the

cumulative unrecognized actuarial gains and losses at the end of the previous reporting year exceeded 10% of the

higher of the present value of defined benefits obligation and the fair value of plan assets at that date These

gains or tosses ate recognized The expected average remaining working lives of the employees paticipating

in the plan

Retirement benefits liability us the aggregate of the present value of the defined benefits obligation and actuarial

gains and losses not recognized reduced by past service cost not yet recognized and the fair value of plan assets

out of which the obligations are to be settled directly If such aggregate is negative the asset Is measured at the

lower of such aggregate or the aggregate cumulative unrecognized net actuanal losses aid past service cost aid

the present value of any economic benefits available in the form of refunds from the plan or reductions in the

future contributions to the plan

lithe asset is measured at the aggregate of cumulative unrecognized net actuarial losses and past service cost

and the present value of any economic benefits available in the form of refunds from the plan or reductions hi the

future contributions to the plan net actuarial losses of the current period and the past service cost of the current

period are recognized immediately to the extent that they exceed any reduction in the present value of these

economic benefits If there us no change or there is an increase in the present value of economic benefits the

enthe net actuarial losses of the current period and the past service cost of the current period are recognized

immediately to the extent that they exceed any reduction hi the present value of these economic benefits

Simitaly net actuarial gains of the current period after the deduction of past service cost of the current period

exceeding any Increase in the asset is measured wIth the aggregate of cumulative unrecognized net actuarial

losses and past service cost at the present value of any economic benefits available in the bun of refunds from

theplanorreductionsin thefuturecontribulionstotheplan lfthereisnochangeorthereisadecieaseinthe

present value of the economic benefits the entire net actuarial gains of the current period after the deduction of

past service cost of the current period are recognized immediately

The determination of whether an arrangement is or contains lease is based on the substance of the

arrangement at inception date whether the fulfillment of the arrangement is dependent on the use of

specific asset or the arrangement conveys right to use the asset

reassessment is made after inception of the lease only if one of the following applies

there is change in contractual terms other than renewal or extension of the arrangement

renewal option is exercised or extension granted unless the term of the renewal or extension was

initially
included in the lease term
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there is change In the determination of whether fulfillment is dependent on specif led asset or

there is substantial change to the asset

Where reassessment is made lease accounting shall commence or cease from the date when the

change in circumstances gave rise to the reassessment for scenarios or and at the date of

renewal or extension period for scenario

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are

classified as operating leases Operating lease income are recognized in the consolidated statement of

comprehensive income on sfraight line basis over the lease term

Income Taxes

CwrenUncne tax

Current income tax assets and liabilities for the current and prior penods are measured at the amount

expected to be recovered from or paid to the tax authority The tax rates and tax laws used to compute the

amount are those that are enacted or substantively enacted as of the balance sheet date

Defarmd lax

Deferred tax is recognized on all temporary differences at the balance sheet date between the tax bases of

assets and liabilities and their carrying amounts for financial reporting purposes

Deferred tax liabilities are recognized for all taxable temporay differences Deferred tax assets are recognized for

all deductible temporary differences and carryforward benefits of unused tax credits from excess of minimum

corporate locome tax MCIT over the regular corporate hicome tax RCIT Mcli end unused tax losses

from net operating loss carryover NOLCO to the extent that it is probable that sufficient future taxable profits will

be available against which he deductible temporary differences excess MCff and NOLCO can be utilized

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that

it is no longer probable that sufficient future taxable profits will be available to allow aft or pat of the deferred tax

assets to be utilized Unrecognized deferred tax assets are reassessed at each balance sheet date and are

recognized to the extent that it has become probable that sufficient future taxable profits will allow the deferred tax

assets to be recovered

Deferred tax assets and deferred tax liabilities ate measured at the tax rates that are expected to spply to the

period when the asset is realized or the liability is settled based on tax rates aid tax laws that have been enacted

or substantively enacted at the balance sheet date

Deferred tax assets and deferred tax liabilities ate offset if legally enforceable right exist to set off current tax

assets against current tax liabifities and the deferred taxes relate to the same taxable entity aid the same taxation

Provisions and Continaencies

Provisions are recognized when the Group has present obrigation legal or constructive as result of past

event it is probable that an outflow of resources embodying economic benefits will be requ Wed to settle the

obligation and reliable estimate can be made of the amount of the obligation If the effect ci time value of

money Is material provisions are determined by discounting the expected future cash flows at pretax rate hat

reflects current market assessment of the tine value of money and where spprcpdate the risks specific to the
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Contingent llabliuties are not recognized in the consolidated finaicial statements These are disclosed unless the

possibility of an outflow of resources embodying economic benefits is remote Contingent assets are not

recognized in the consolidated financial statements but disclosed when an inflow of economic benefits Is probable

Basic/Diluted Eaminos Per Share

Basic earnings per shate is computed by dividing net income for the year by the weighted average number of

common shares issued and outstanding during the year after giving retroactive effect to stock dividends declared

and stock rights exercised during the year if any

Diluted earnings per share is computed by dividing net income for the year after deducting interest on convertible

preferred abates by the weighted average number of shares issued and outstanding during the year plus the

weighted average number of common shares that would be issued on the conversion of all dilutive potential

common shares into common shares

As of December31 2008 the Group has potential dilutive common shares from its stock rights offering and no

potential dilutive common shares in 2009 and 2007

Fomlan Currency Transactions and Translations

Transactions in foreign currencies are recorded using the applicable exchange rate at the date of the transaction

Outstanding monetaty assets and liabilities denominated in foreign currencies are translated using the applicable

closing lbnctional currency exchange rate at the balance sheet date Foreign exchange gains or losses arising

from foreign currency-denominated transactions and translations are recognized in the consolidated statement of

comprehensive income

Segment Reoortinq

Cwrenffy the Group has only one business segment The Group is primarily hudved in oil exploration and

production Revenue generated consists mainly of revenue from petroleum operations The Group has no

geographical segments

Management monitors the operating results of its business unit separately for the purpose of making decisions

about resource allocation and performance assessment Segment performance is evaluated based on operating

profit or loss which in certain respects is measured differently from operating income or loss in the consolidated

financial statements Group financing excluding interest income and expense and income taxes are managed on

group basis and are not allocated to operating segments

Events After the Balance Sheet Date

Events after the balance sheet date that provide additional information about the Groups position at the balance

sheet date adjusting events are reflected in the consolidated financial statements Events after fhe balance

sheet dale that ate not adpsting events ate disclosed in the notes to consolidated financial statements when

matesial



SEC Number 38683

File Number

THE PHIL ODRILL CORPORATION
Companys Full Name

81h Floor QuadAipha Centrwn

125 Pioneer Street Mandaluyong City Metro Manila

Companys Address

631-1801 to 05 631-8151 to 52

Telephone Number

December31

Fiscal Year Ending

month day

SEC Form 17-C
Form Type

Amendment Designation If applicable

Period Ended Date

Secondary License Type and File Number



SECURITIES AND EXCHANGE COMMI

SEC FORM 17-C

CURRENT REPORT UNDER SECTION
hi

OF THE SECURITIES REGULATION E_________
AND SRC RULE 17.2C THEREUNDER

06 October 2009

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____SEC Use Only
Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Fonner name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORMI7-C

October 06 2009

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please find the attached report on the number of the Companys shareholders

owning at least one board lot each and percentage of Foreign ownership report as of

September 30 2009

SIGNATURES

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 hereunto duly

authorized
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THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One Board Lot

September 30 2009

Number of Issued and Outstanding Shares 191868805358

Number of Stockholders 9346

Number of Shareholders owning at least one Board lot each 7097

Figure was provided by Fidelity Stock Transfers Inc each board with minimum 100000 shares

Computation of the Number of Shareholders owning at least one Board lot each

Price Range per PSE O.011 to 0.025

Market Price as of September 30 2009 0.016
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THE PHILODRILL CORPORATION
9th FirQuad Alpha Centrum

125 Pioneer St Mandaluyong City

Alto ATTY ADRIAN ARIAS

Corporate Secretary

Sthj SedIo 17.13 .1 the PSI Revised Dkcl.sure Rules

Dear Sirs

FIIiiLIIT
STOCK 77M4WThl ic

Herein below is the foreign ownership monitoring report as of September 30 2009 to wit

Thank YO1L

Tàial Oidstanding

Fo1eign Ownership Limit 40%
Actàl Foieign Ownership 1589%

Transaction settlement last Processed by PCD
Last transaction Dl processed by FTI

191868805358

76747522143

3050600041

Date

July21 2009

September 30 2009

Very truly yoirs

Consultant for Operations

/dgm
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SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION

By

ADRIAN ARIAS

Corporate Secretary



THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One Board Lot

October 31 2009

Number of Issued and Outstanding Shares 191868805358

Number of Stockholders 9339

Number of Shareholders owning at least one Board lot each 7088

Figure was provided by Fidelity Stock Transfers Inc each board with minimum 100000 shares

Computation of the Number of Shareholders owning at least one Board lot each

Price Range per PSE P0.011 to 0.025

Market Price as of October 31 2009 0.016

Shares per Board Lot 100000
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November 03 2009

TIlE PHILODRILL CORPORATION
9th FirQuad Alpha Ceninim

125 Pioneer St Mandaluyong City

Attn ATTY ADRIAN ARIAS

Corporste Sey
Subj Sectie 17.13 of the PS Revised Disclosure Rules

Dear Sirs

Herein below is the foreign ownership monitoring report as of October 31 2009 to wit

Total Outstanding 191868805358

Foreign Ownership Limit 40% 76747522143

Actual Foreign Ownership 1.596% 3062578591

fransaction settlement last Processed by PCD October 27 2009

Last transaction DT processed by FSTI October 28 2009

Thank you

Very truly yours

JE ERAPICA
Consultant for Operations

/dgm
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December07 2009

SECURJTIEAND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please find the attached report on the number of the Companys shareholders

owning at least one board lot each and percentage of Foreign ownership report as of

November 30 2009

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION
By

.ctV
ADRIAN ARIAS

Corporate Secretary



THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One Board Lot

November 30 2009

Number of Issued and Outstanding Shares 191868805358

Number of Stockholders 9324

Number of Shareholders owning at least one Board lot each 7074

Figure was provided by Fidelity Stock Transfers Inc each board with minimum 100000 shares

Computation of the Number of Shareholders owning at least one Board 1t each

Price Range per PSE P0.011 to 0.025

Market Price as of November 30 2009 0.015

Shares per Board Lot 100000
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December 03 2009

THE PIIILODRILL CORPORATION
9tb Fir Quad Alpha Cenfrum

125 Pioneer SL Mandaluyong City

Attn ATTY ADRIAN ARIAS

Coiporate Secretaiy

Subj SectIon 17.13 of the PSE Revised Dlsclosnre Rules

Dear Sirs

Herein below is the foreign ownership monitoring repoit as of November 30 2009 to wit

Thank you

Total Outstanding

Foreign Ownership Limit 40%
Actual Foreign Ownership 1.600%

Last Iransaction processed by Fm

191868805358

76747522143

3071261491

Date

November 26 2009

Very tnily yoirs

/dgin
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SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

07 January 2010

Date of Report Date of earliest event reported

SEC Identification No 38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52
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January 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please find the attached report on the number of the Companys shareholders

owning at least one board lot each and percentage of Foreign ownership report as of

December 31 2009

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION

By

ADRIAN ARIAS

Corporate Secretary



THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One Board Lot

December 31 2009

Number of Issued and Outstanding Shares 191868805358

Number of Stockholders 9320

Number of Shareholders owning at least one Board 1t each 7070

Figure was provided by Fidelity Stock Transfers Inc each board with minimum 100000 shares

Computation of the Number of Shareholders owning at least one Board lot each

Price Range per PSE P0.011 to 0.025

Market Price as of December 31 2009 0.015

Shares per Board Lot 100000
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January 06 2010

THE PRILODRJ2LL CORPORATION
9th Fir Quad Alpha Cenfrum

125 Pioneer St Mandaluyong City

Attn ATTY ADRIAN ARIAS

Corporate Secretary

Subj SectIon 17.13 of tis PSE Revised Disclosure Rules

Dear Sirs

Herein below is the foreign ownership monitoring report as of December 31 2009 to wit

Shares

Total Outstanding 191868805358

Foreign Ownership Limit40% 76747522143
Actual Foreign Ownership 1.579% 3030783482

Date

Last transaction processed by FSTI December 22 2009

Thank you

Very truly yours

APICA
/dgzn
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Title of Each Class Number of Shares Outstanding

@P.0 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM17-C

February 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please find the attached report on the number of the Companys shareholders

owning at least one board lot each and percentage of Foreign ownership report as of

January 31 2010

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION

By

ARIAS

Corporate Secretary



THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One Board Lot

January 31 2010

Number of Issued and Outstanding Shares 191868805358

Number of Stockholders 9316

Number of Shareholders owning at least one Board lot each 7065

Figure was provided by Fidelity Stock Transfers Inc each board with minimum 100000 shares

Computation of the Number of Shareholders owning at least one Board lot each

Price Range per PSE O.011 to 0.025

Market Price as of January 31 2010 0.014

Shares per Board Lot 100000



I7PLZI7T
iJrs

Ground Floor Philex Bldg.Philex Mining Corp

No.27 Brixton cor Fairlane Sts Pasig City 160J

Tel No 634-04-01 Fax No 635-98-97

JCSIDGM- 10-063 E-mail fsti@compass.com.ph

Februaiy 03 2010

TUE PUILODRILL CORPORATION
9th FirQuad Alpha Centrum

125 Pioneer St Mandaluyong City

Attn ATTY ADRIAN ARIAS

Corporate Secretarg

Subj Section 17.13 of the PSE Revised Disclosure Rules

Dear Sirs

Herein below is the foreign ownership monitoring report as of January 31 2010 to wit

Shares

Total Outstanding 191868805358

Foreign Ownership Limit40% 76747522143

Actual Foreign Ownership 1.556% 2986183482

Date

Last transaction processed by FSTI January 29 2010

Thank you

Very truly yours

HiPICA
Managing Consultant

/dgrn



OIFICE FILE

SEC Number lif
.1

File Number_____

THE PHILODRILL CORPORATION
Companys Full Name

8m Floor Quad pIa Cenbtun

125 Pioneer ree4 Mand.luyong CjMetro Manila

Companys Address

631-1801 to 05 6314151 to 52

Felephone Number

December31

Fiscal Year Ending

month day

SEC Form 17-C
FormTyje

Amendment Designation If applicable

Period Ended Date

Secondary License Te and File Number



SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

05 March 2010

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

TIlE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____SEC Use Only
Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.0l Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM 17-C

March 2010

SECURITIESAND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please fmd the attached report on the number of the Companys shareholders

owning at least one board lot each and percentage of Foreign ownership report as of

February 28 2010

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION

By

ADRI4 ARIAS

Corporate Secretary



THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One Board Lot

February 282010

Number of Issued and Outstanding Shares 191868805358

Number of Stockholders 9315

Number of Shareholders owning at least one Board lot each 7064

Figure was provided by Fidelity Stock Transfers Inc each board with minimum 100000 shares

Computation of the Number of Shareholders owning at least one Board lot each

Price Range per PSE P0.011 to 0.025

Market Price as of February 282010 0.013

Shares per Board Lot 100000



csiixit-io-i is

March 03 2010

THE PHILODIJLL CORPORATION
9thFlr QuadAh
125 Pioneer St Manâhiyong city

Mn ATTY ADRIAN ARIAS

Sthj S.ctIu 17.13 PSI Rek.d Dhdsav Raise

Dear Sirs

FIIIfLffl
timiA ER7h wt

HNein below ii ds reign owneaÆip monitcriag rqxt Ikusy 2010 to wil

Thank yolL

Total OiM.nths
TJ 40%

Actual FestOwnsnhip i.551W

191868805358

76747522143

Z98U83482

Fekusy26 2010

Very Indy yoirs

/m



Number 38683

/9
4ile Number____

THE PHIL ODRJLL CORPORATION
Companys Full Name

8tk Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City Metro Manila

Companys Address

631-1801 to 05 631-81511052

Telephone Number

December31

Fiscal Year Ending

month day

SEC Form 17-

FormType

Amendment Designation If applicable

Period Ended Date

Secondary License Type and File Number



SECURITIES AND EXCHANGE

SEC FORM 17-C

CURRENT REPORT UNDER SECTION

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

07 April 2010

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____ SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM 17-C

April 07 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please find the attached report on the number of the Companys shareholders

owning at least one board lot each and percentage of Foreign ownership report as of

March 31 2010

SIGNATURES

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 hereunto duly

authorized

THE PHIL ORPORATION

ADRIAN ARIAS

Corporate Secretary



THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One Board Lot

March 31 2010

Number of Issued and Outstanding Shares 191868805358

Number of Stockholders 9303

Number of Shareholders owning at least one Board 1t each 7051

Figure was provided by Fidelity Stock Transfers Inc each board with minimum 100000 shares

Computation of the Number of Shareholders owning at least one Board lot each

Price Range per PSE O.011 to 0.025

Market Price as of March 31 2010 0.013

Shares per Board Lot 100000



IiiiIifl
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JCS/DGM-10-164

April 06 2010

THI PHILODRILL CORPORATION
9th Fir Quad A1ph Centhim

125 PioeeerSL Mandaluyong City

Attn AflY ADRIAN ARIAS

Sthj Sectk 17.13 .Iths PSI I.li.d Dhd.sa Rks

Dex Sü

Herein below is the freign owuedthp monittingnpcd of Mm312010 to wit

Total O.ik4nding 191868805358

Foregu Ownerthip IliRif 40% 76747522143
Actual Foreign Ownership 1558% 2990083482

LaM Iraisaction processed by FSTI Myth 292010

Thank you

Very Iruly yoa

/dgm



COVER SHEET

3181618131
S.E.C Registration Number
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IBIuI1IIIdIiInIgIi 1112I51 IPlilolnIeleIrl IsItIrleleltI II

IMIaInIdIaIIIuIyI0InIgIICIiItIyIIIIIIIIIIIIIII
Business Address No Street City Town Province

Adrian Arias

Contact Person

631-8151

Company Telephone Number

1112113111
Month Day

SEC FORM 17-C

FORM TYPE

111111
Month Day

Annual Meeting

Secondary License Type If Applicable

liii
Dept Requiring this Doe Amended Articles Number/Section
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Total No of Stockholders

To be accomplished by SEC Personnel concerned

Total Amount of Borrowings

11111111111
File Number

11111111111
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SECURITIES AND EXCHANGE COMMISSION

i1i\
SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17 062010

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2CTHERETJNDER

O5May2OlO
Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____ SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM 17-C

May 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please find the attached report on the number of the Companys shareholders

owning at least one board lot each and percentage of Foreign ownership report as of

April 30 2010

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION
By

ARIAS

Corporate Secretary



THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One Board Lot

April 30 2010

Number of Issued and Outstanding Shares 191868805358

Number of Stockholders 9303

Number of Shareholders owning at least one Board lot each 7050

Figure was provided by Fidelity Stock Transfers Inc each board with minimum 100000 shares

Computation of the Number of Shareholders owning at least one Board lot each

Price Range per PSE p0.011 to 0.025

Market Price as of April 30 2010 0.014

Shares perBoard Lot 100000
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JCSIDUM-10-206

May 05 2010

THE PHILODRILL CORPORATION
9th FirQuad Alpha Ceninim

125 Pioneer St Mandaluyong City

Attn ATTY ADRIAN ARIAS

Corporate Secretary

Subj Secifos 17.13 of the PSE Revised Disclosure Rules

De Sirs

Herein below is the foreign ownership monitonng report as of April 30 2010 to wit

Total Outstanding 191868805358

Foreign Ownership Limit 40% 76747522143
Actual Foreign Ownership 1.542% 2958783482

Date

Last transaction processed by FSTI April 302010

Thank you

Very tnily yours

JR RAPICA
onsultant

/dgm
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COVER SHEET

..I3181618131 II
S.E.C Registration Number

ITIHIEI IPIHI1ILI0IDIRIIILILI ICIOIRIPIOIRIAITIII0INI

11111111111 11111111111 liii III

11111111111 11111111111 111111111
111111111 11111111111 1111111111

Companys Full Name

I8ItIhI IFIlIoloIrII IQIulaldi lAllipihial IClelnItIrlulmI

IBIuIIIIIdIjInIgIl 1112151 IpliloInleleIrl ISItIrleleltI II

IMIaInIdIaIlIuiyIoInIgI ICliItIYI 11111111111 III
Business Address No Street City Town Province

Adrian Atlas

Contact Person

631-8151

Company Telephone Number

lii SEC FORM 17-C 111111
Month Day FORM TYPE Month Day

_________________
Annual Meeting

Secondary License Type If Applicable

liii
Dept Requiring this Doc Amended Articles Number/Section

ol

Total No of Stockholders

Total Amount of Borrowings

111111111
To be accomplished by SEC Personnel concerned

File Number LCU
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Domestic Foreign
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SECURITIES AND EXCHANGE

SEC FORM 17-C

CURRENT REPORT UNDER SECTION J7 R1 SIIBJF Uj
OF THE SECURITIES REGULATION CO

AND SRC RULE 17.2C THEREUNDER

04 June 2010

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES

Province country or other jurisdiction of

incorporation

_______ SEC Use Only

Industry Classification Code

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class

Total Shares

Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORMJ7-C
June 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please find the attached report on the number of the Companys shareholders

owning at least one board lot each and percentage of Foreign ownership report as of

May 31 2010

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION
By

ARIAS

Corporate Secretary



THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One Board Lot

May 31 2010

Number of Issued and Outstanding Shares 191868805358

Number of Stockholders 9299

Number of Shareholders owning at least one Board lot each 7045

Figure was provided by Fidelity Stock Transfers Inc each board with minimum 100000 shares

Computation of the Number of Shareholders owning at least one Board lot each

Price Range per PSE P0.011 to 0.025

Market Price as of May 31 2010 0.013

Shares per Board Lot 100000



JCSIDGM-10-245

June 03 2010

THE PIIILODRILL CORPORATION
9thflr QuadAiphaConirum

125 Pioneer St Mandaluyong City

Mtn ATTY ADRIAN ARIAS

Coqxwe Secretmy

Sthj SectIsa 17.13 the PSE Revk.d Dkdeere Ralee

Deer Sirs

FIDLiii
simxTiJIAWHRS JY

1..s

cSj
$.uy

Herein below is the foreign ownerthip inonitothig report of May 312010 to wit

Thank you

Total Oistanding

Poteign Ownerthip Limit 40%
Pogn Ownep 1.524%

Last Iraneaction processed by WF1

191868805358

76747322143

29250638

May31 2010

Very thdy yoia

/im
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lcIiItlyl

Business Address No Street City Town Province

AdrianS.Arias

Contact Person

631-8151

Company Telephone Number

11121 3111

Month Day
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FORM TYPE

Secondary License Type If Applicable

111111
Month Day

Annual Meeting
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SECURITIES AND EXCHANGE

O6July2OlO

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES

Province country or other jurisdiction of

incorporation

_______ SEC Use Only

Industry Classification Code

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class

Total Shares

Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORMJ7-C

July 06 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please find the attached report on the number of the Companys shareholders

owning at least one board lot each and percentage of Foreign ownership report as of

June 30 2010

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION
By

ADRIAN ARIAS

Corporate Secretary



THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One Board Lot

June 30 2010

Number of Issued and Outstanding Shares 191868805358

Number of Stockholders 9291

Number of Shareholders owning at least one Board lot each 7037

Figure was provided by Fidelity Stock Transfers tnc each board with minimum 100000 shares

Computation of the Number of Shareholders owning at least one Board lot each

Price Range per PSE P0.011 to 0.025

Market Price as of June 30 2010 0.013

Shares per Board Lot 100000
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JCS/JcTht10288

July 05 2010

Till PHJLODP1Tt CORPORATION
9thFlr Quad Mp4Cenh
125 Pkiseer St Mani6luyong City

Attn AT ADRIAN ARIAS
Co

Sthj SectIs 17.13 dths PSI ltthsd Disdesars Rules

Dew Sirs

Hesesi below is the Ibreign ownerp monitcriiig report of June 302010 to wit

Tl 0i4s1.iiding 1918685358
Foreign Ownerthip Limit40% 76747522143
Actual Foreign Oirsbip 1.528% 2933557838

Iraisaction processed by Fsfl June 28 2010

Th2nk you

Vezy truly yoirs

JI RAPICA
__Coaiufta

/dm
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111122009000145

SECURITIES AND EXCHANGE COMMISSION
SEC Building EDSA GreenhillsMandaluyong City Metro ManilaPhilippnes

Tel632 726-0931 to 39 Fax632 725-5293 Email mis@sec.gov.ph

Barcode Page

The following document has been received

Receiving Officer/Encoder Edmundo Guia

Receiving Branch SEC Head Office

Receipt Date and lime November 12 2009 110213AM

Received From Head Office

Company Representative

Doc Source

Company Information

Document ID

Document Type

Document Code

Period Covered

No of Days Late

Department

Remarks

17-C

November11 2009

CFD

SEC Registration No 0000038683

Company Name PHILODRILL CORP

Industry Classification

Company Type Stock Corporation

Document Information

111122009000145

17-C FORM 11 -CCURRENT DISCL/RPT



SEC Number 38683

File Number _____

THE PHIL ODRILL CORPORA HON
Companys Full Name

Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City Metro Manila

Companys Address

631-1801 to 05 631-8151 to 52

Telephone Number

December 31

Fiscal Year Ending

month day

SEC Form 17-C

Form Type

Amendment Designation If applicable

Period Ended Date

Secondary License Type and File Number



SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

11 November2009

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____ SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM 17-C

November Ii 2009

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please be advised that at the Regular Meeting of the Board of Directors of The Philodrill

Corporation the Company held today 11 November 2009 the Board approved the

following

That in view of the Companys receipt of revenues from the Galoc Project and

considering recent calamities and prevailing economic conditions the 50%

balance on subscriptions to the Companys 2009 Stock Rights Offering SRO
shall be called for payment by the Board of Directors no later than December 31

2010 instead of December 31 2009

That notices to this effect shall be submitted to the Philippine Stock Exchange and

the Securities and Exchange Commission and further published in newspaper of

general circulation in the Philippines

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION

By

ARIAS

Corporate Secretary



SEC Number 38683

File Number

.-L

THE PHIL ODRILL CORPORATION
Companys Full Name

8th Floor QuadAipha Centrum

125 Pioneer Street Mandaluyong City Metro Manila

Companys Address

631-1801 to 05 631-81511052

Telephone Number

December31

Fiscal Year Ending

month day

SEC Form 17-

Form Type

Amendment Designation Ifapplicable

Period Ended Date

Secondary License Type and File Number



SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

14 December 2009

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____ SEC Use Only
Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORMJ7-C

December 14 2009

SECURI TIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please be advised that The Philodrill Corporation purchased 122000 shares of

Atlas Consolidated Mining Development Corporation at P8.90 per share last December

11 2009 at the Philippine Stock Exchange

Philodrill and Atlas have some common directors and share common major

shareholder group

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION
By

A61tAN ARIAS

Corporate Secretary
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112232009000298

SECURITIES AND EXCHANGE COMMISSION
SECBuiIthnEDSAGreenhilIsMandaluyongCityMetroManflaPhlIlpplne8

Tel632726-0931 to 39 Fax632725-5293 Email mis@sec.gov.ph

Barcode Page

The following document has been received

Receiving Officer/Encoder Dharril Curaæes

Receiving Branch SEC Head Office

Receipt Date and Time December 23 2009 032814 PM

Received From Head Office

Company Representative

Doc Source

Company information

SEC Registration No 0000038683

Company Name PHILODRILL CORP

Industry Classification

Company Type Stock Corporation

Document information

Document ID

Document Type

Document Code

Period Covered

No of Days Late

Department

Remarks

112232009000298

17-C FORM 11 -CCURRENT DISCLIRPT

17-C

December 22 2009

CFD
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SEC Number 38683

File Number

THE PHIL ODRILL CORPORA HON
Companys Full Name

th Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City Metro Manila

Companys Address

631-1801 to 05 631-8151 to 52

Telephone Number

December 31

Fiscal Year Ending

month day

SEC Form 17-

Form Type

Amendment Designation If applicable

Period Ended Date

Secondary License Type and File Number



SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

22 December 2009

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____ SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM 17-C

December 22 2009

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please be advised that The Philodrill Corporation purchased 38000 shares at

P9.10 per share last December 17 2009 18000 shares at P9.10 per share last December

18 2009 and 66000 shares at P9.100 per share and 18000 share at P9.20 per share last

December 21 2009 of Atlas Consolidated Mining Development Corporation at the

Philippine Stock Exchange

Philodrill and Atlas have some common directors and share common major

shareholder group

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION
By

ADiI1 ARIAS

Corporate Secretary
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112182009000211

SECURITIES AND EXCHANGE COMMISSION
SEC Building EDSA GreenhillsMandaluyong City Metro ManhlaPhilippines

Tel 632 726-0931 to 39 Fax632 725-5293 Email mis@sec.gov.ph

Barcode Page

The following document has been received

Receiving Officer/Encoder Edmundo Guia

Receiving Branch SEC Head Office

Receipt Date and Time December18 2009 105604 AM

Received From Head Office

Company Representative

Doc Source

Company Information

SEC Registration No 0000038683

Company Name PHILODRILL CORP.

Industry Classification

Company Type Stock Corporation

Document Information

Document Code

Period Covered

No of Days Late

Department

Remarks

Document ID

Document Type

112182009000211

17-C FORM 11 -CCURRENT DISCL/RPT

17-C

December 17 2009
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SEC Number 38683

File Number _____

THE PHIL ODRILL CORPORA TION
Companys Full Name

8th Floor QuadAlpha Centrum

125 Pioneer Street Mandaluyong City Metro Manila

Companys Address

631-1801 to 05 631-8151 to 52

Telephone Number

December 31

Fiscal Year Ending

month day

SEC Form 17-

Form Type

Amendment Designation If applicable

Period Ended Date

Secondary License Type and File Number



SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

17 December 2009

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____ SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM 17-C

December 17 2009

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please be advised that The Philodrill Corporation purchased 34000 shares at

P8.90 per share last December 14 2009 65000 shares at P9.10 per share and 5000
shares at P9.20 per share last December 15 2009 and 50000 share at P9.10 per share

last December 16 2009 of Atlas Consolidated Mining Development Corporation at the

Philippine Stock Exchange

Philodrill and Atlas have some common directors and share common major
shareholder group

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION
By

ADRIAN ARIAS

Corporate Secretary



RFjVEE SECNumber38683
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.FileNumber ____

THE PHIL ODRJLL CORPORATION
Companys Full Name

Floor QuadAipha Centrum

125 Pioneer Street Mandaluyong City Metro Manila

Companys Address

631-1801 to 05 631-8151 to 52

Telephone Number

December31

Fiscal Year Ending

month day

SEC Form 17-C
Form Type

Amendment Designation If applicable

Period Ended Date

Secondary License Type and File Number



SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

23 December 2009

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____ SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

OUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM 17-C

December 23 2009

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please be advised that The Philodrill Corporation purchased 73000 shares of

Atlas Consolidated Mining Development Corporation at P9.10 per share last December

22 2009 at the Philippine Stock Exchange

Philodrill and Atlas have some common directors and share common major

shareholder group

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION

By

AD1R ARIAS

Corporate Secretary
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101052010000195

SECURITIES AND EXCHANGE COMMISSION
SEC Building EDSA GreenhillsMandaluyong City Metro ManilaPhilippines

TeI632 726-0931 to 39 Fax632 725-5293 Email missec.gov.ph

Barcode Page

The following document has been received

Receiving Officer/Encoder Edmundo Guia

Receiving Branch SEC Head Office

Receipt Date and lime January05 2010 111631 AM

Received From Head Office

Company Representative

Doc Source

Company Information

SEC Registration No 0000038683

Company Name PHILODRILL CORP

Industry Classification

Company Type Stock Corporation

Document Information

Document ID

Document Type

Document Code

Period Covered

No of Days Late

Department

Remarks

101052010000195

7-C FORM 11 -CCURRENT DISCL/RPT

7-C

January 04 2010
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SEC Number 38683

File Number _____

THE PHIL ODRILL CORPORA HON
Companys Full Name

1h Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City Metro Manila

Companys Address

631-1801 to 05 631-8151 to 52

Telephone Number

December 31

Fiscal Year Ending

month day

SEC Form 17-

Form Type

Amendment Designation If applicable

Period Ended Date

Secondary License Type and File Number



SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

04 January 2010

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORMJ7-C

January 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please be advised that The Philodrill Corporation purchased 28000 shares at

P8.90 per share 42000 shares at P9.00 per share and 2000 shares at P9.10 per share last

December 23 2009 and 68000 shares at P9.10 per share last December 29 2009 of

Atlas Consolidated Mining Development Corporation at the Philippine Stock

Exchange

Philodrill and Atlas have some common directors and share common major

shareholder group

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION

By

ADRIAN ARIAS

Corporate Secretary
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101062010000287

SECURITIES AND EXCHANGE COMMISSION
SEC Building EDSA GreenhillsMandaluyong City Metro ManilaPhilippines

Tel632 726-0931 to 39 Fax632 725-5293 Email mis@sec.gov.ph

Barcode Page

The following document has been received

Receiving Officer/Encoder Edmundo Guia

Receiving Branch SEC Head Office

Receipt Date and Time January06 2010 111716AM

Received From Head Office

Document ID

Document Type

Document Code

Period Covered

No of Days Late

Department

Remarks

Company Representative

Doc Source

Company Information

SEC Regitration No 0000038683

Company Name PHILODRILL CORP

Industry Classification

Company Type Stock Corporation

Document Information

101062010000287

7-C FORM 11 -CCURRENT DISCL/RPT
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January05 2010

CFD



SEC Number 38683

File Number _____

THE PHIL ODRILL CORPORA HON
Companys Full Name

1h Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City Metro Manila

Companys Address

631-1801 to 05 631-8151 to 52

Telephone Number

December 31

Fiscal Year Ending

month day

SEC Form 17-

Form Type

Amendment Designation If applicable

Period Ended Date

Secondary License Type and File Number



SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

05 January 2010

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____ SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

6321 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM 17-C

January 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

We hereby submit the Quarterly Progress Report on the application of the proceeds from

the stock rights offering for the quarter ended December 31 2009 as follows

CASH FLOW OCT NOV DEC TOTAL

BEGThJNI1G BALANCE 8490657.38 9206855.44 9231855.44 8490657.38

COLLECTION OF

SUBSCRIPTIONS 716198.06 25000.00 242753.12 983951.18

NET INTEREST

EARNED 13543.48 13543.48

USE OF PROCEEDS

Payment of Loans

Operating expenses

Galoc/Nido/Matinloc

Exp related to SRO

Refund to stockholders

ENDING BALANCE 9206855.44 9231855.44 9488152.04 9488152.04

PROJECTS AMOUNT TOTAL AMOUNT OF

BEGINNING UTILIZED ALLOCATION ALLOCATION

USES OF SRO BALANCE FOURTH TOTAL AS OF BASED ON BUT NOT YET
PROSPECTUS ST

FUNDS SEPT 30 2009 QUARTER DEC 31 2009
25% AND 25%

UTILIZED

LOANS

MBTC 30906720.52 30906720.52

UCPB 69444861.11 69444861.11

Loans arranged

byPenta 30216481.04 30216481.04

Sub-total 130568062.67 130568062.67 137716299.00 7148236.33

OPERATING
EXPENSES

Galoc 41334839.00 41334839.00 41334839.00

Nido/Matinloc 11011434.00 11011434.00 1011434.00

EXP RELATED

TO SRO 5000000.00 5000000.00 5000000.00

TOTALS 187914335.67 187914335.67 19506257200 7148236.33

SIGNATURES

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 hereunto duly

authorized

THE PHILODIIjORPORATION
By

ADRIAN ARIAS

Corporate Secretary
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THE PHIL ODRILL CORPORATION
Companys Full Name

81h Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City Metro Manila

Companys Address

631-1801 to 05 631-8151 to 52

Telephone Number
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Form Type
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

11 January 2010

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Fonner name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM 17-C

January 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Attached is the certification by the Companys Compliance Officer on the

Companys compliance with SEC Memorandum Circular No on the Code of Corporate

Governance and the Companys Manual on Corporate Governance

SIGNATURES

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 hereunto duly

authorized

THE

PHILOCORPORATION

ADRIAN ARIAS

Corporate Secretary



CERTIFICATION

Pursuant to the provisions of our Corporate Governance Manual required under

Securities and Exchange Commission Memorandum Circular No dated April 05 2002

hereby certif that

Compliance with SEC Memorandum Circular No dated April 2002 as well as all

relevant Circulars on Corporate Governance have been monitored

The Philodrili Corporation its directors officers and employees complied with all the

leading practices and principles on good corporate governance as embodied in the

companys Manual

All members of the Board of Directors as well as Senior Management officers

completed and were duly certified to have attended 2-day special seminar on

Corporate Governance on July 21-24 2003 at Fir Quad Alpha Centrum 125

Pioneer St Mandaluyong City on Corporate Governance and Risk Management

conducted by the De La Salle University Professional Schools Inc Graduate School

of Business

The following are the incumbent

assumption into office

directors and the dates of his/her election and

Name Date of ElectionlAssumption into Office

1992 to present

1984 to present

1997 to present

2005 to present

2006 to present

2006 to present

2009 to present

1992 to present

present

ADRIAN ARIAS

Corporate Secretary

AT LFDTR
2CAOILIJR

NOTipy L1C
PIp fl

ii
IL

Alfredo Ramos

Augusto Sunico

Presentacion Ramos

Christopher Gotanco

Adrian Ramos

Francisco Navarro

Marciano Padilla

Honorio Poblador III

Nicasio Alcantara

Attested

ALFREDO RAMOS
President

SUBSCRIBED AND SWORN to before me this _____ day of January 2010 at

Mandaluyong City Metro Manila affiant exhibited his Community Tax Certificate No
14991769 issued on January 2010 at Mandaluyong City

Doc No

Page No.2
Book

Series dtl2cfto



SEC Number 38683

zj JjL rile Number _____

THE PHIL ODRILL CORPORATION
Companys Full Name

81 Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City Metro Manila

Companys Address

631-1801 to 05 631-8151 to 52

Telephone Number

December31

Fiscal Year Ending

month day

SEC Form 17-C

FormType

Amendment Designation Ifapplicable

Period Ended Date

Secondary License Type and File Number



SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

08 February 2010

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____ SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM 17-C

February 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please be advised that The Philodrill Corporation the Company has today paid an

amount of P7148236.33 as payment of loans out of the 25% Subscription Rights

Offer SRO Proceeds Total payments as of today out of the initial 25% and 25%

SRO proceeds are summarized below

Total amount Amount paid Total amount Amount per Amount per

paid as of today paid as of Registration Registration Total

Stmnt-Use of Stmnt-Use of

Dec 31 2009 Feb 08 2010 Feb 08 2010 Proceeds Proceeds Use of proceeds

initial 25% 2nd 25% 1st 25% 2nd 25%

Loans

MBTC 30906720.52 30906720.52

UCPB 69444861.11 69444861.11

Loans arranged by

Penta 30216481.04 30216481.04

National Book Store 7148236.33 7148236.33

sub-total 130568062.67 137716299.00 76724515.00 60991784.00 137716299.00

Operating expenses

Galoc 41334839.00 41334839.00 14568105.00 26766734.00 41334839.00

Nido/Matinloc 11011434.00 11011434.00 11011434.00 11011434.00

Expenses related to

Stock Rights Offer 5000000.00 5000000.00 5000000.00 5000000.00

187914335.67 7148236.33 195062572.00 96292620.00 98769952.00 195062572.00

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION
By

ADRIAN ARIAS

Corporate Secretary
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

17 February 2010

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____SEC Use Only
Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORMJ7-C

February 17 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please be advised that at the Regular Meeting of the Board of Directors of THE
PHILODRILL CORPORATION the Company held today 17 February 2010 the

Board has approved the scheduling of the Companys Annual Stockholders Meeting

ASM on 16 June 2010 Wednesday 300 p.m By resolution of the Companys
Board of Directors the Record Date for purposes of determining the stockholders of

record entitled to notice of and vote at said Meeting is 24 March 2010

SIGNATURES

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 hereunto duly

authorized

THE

PHL
CORPORATION

ADRIAN ARIAS

Corporate Secretary
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125 Pioneer Street Mandaluyong City Metro Manila

Companys Address
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Telephone Number
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Form Type

Amendment Designation Ifapplicable

Period Ended Date

Secondary License Type and File Number



tMI$ PAP

SECURITIES AND EXCHANGE COMMISSION
In

KiIi.$.$ttA lUSt OW

SEC FORtS/I 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

19 February 2010

Date of Report Date of earliest event reported

SEC Identification No 38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____ SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM17-C

February 19 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

We are submitting herewith certification on the Companys Petroleum Service

Contracts with the Department of Energy DOE

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION
By

ADRIAN ARIAS

Corporate Secretary



Republic of the Philippines

DEPARTMENT OF ENERGY

CERTIFICATION

TO WHOM THIS MAY CONCERN

This is to certify that The Phitodrill Corporation company organized and

existing under the laws of the Republic of the Philippines is member of the following

valid and subsisting Petroleum Service Contracts SC either in its capacity as operator

or consortium member

Service Contract

Cadlao Production Area

Block Octon

Block Bonita

Carried Interest Party

Operator

Operator

Block Nido Production Area

Block Matinloc Production Area

Block North Matinloc Production Area

Block CI Galoc Production Area

Block C2 West Linapan

Block Retention Area

Tara Block

Operator

Operator

Operator

Consortium Member

Consortium Member

Operator

Consortium Member

Consortium Member

Service Contract 53 Onshore Mindoro Consortium Member

This Certification is being issued to The Philodrill Corporation for whatever legal

purpose it may serve

February 2010 Fort Bonifacio Taguig City Metro Manila

IUOGHATMCECDmag

ALIcYES
OIC- irector

Energy Resource Development Bureau

Service Contract 14

Service Contract 41 Sulu Sea

Energy Center Merritt Rd Fort Bonifacio Taguig City Metro Manila 1201 Philippines
TI TnfrIin ThQAfllAfll TIfv It.fl QAfl9fl7 gAfl 11Q IC QAflAAA QAILl7I U.44h QAI% 4fl
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

24 March 2010

Date of Report Date of earliest event reported

SEC Identification No 38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____ SEC Use Only
Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.Ol Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORM17-C
March 24 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

At the Regular Meeting of the Board of Directors of THE PHILODRILL

CORPORATION the Company held today 24 March 2010

the Board approved the re-scheduling of the Companys Annual

Stockholders Meeting from 16 June 2010 to 23 June 2010 Wednesday 230 p.m at

Palawan Room Edsa Shangri-la Manila Garden Way Ortigas Center Mandaluyong

City The Record Date for the meeting remains the same March 24 2010 and

the Board approved in principle the declaration of 2% cash dividend

equivalent to P0.0002 per share or an aggregate value of P38373761.00

subject to finalization of the Companys 2009 Audited Financial Statements

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION
By

ADRIAN ARIAS

Corporate Secretary
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

26 March 2010

Date of Report Date of earliest event reported

SEC Identification No 38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____SEC Use Only

Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORMJ7-C

March 26 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

We are submitting herewith one Pc CD-ROM List of Stockholders as of

March 24 2010

SIGNATURES

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 hereunto duly

authorized

THE

PHILCORPORATION

ADRIAN ARIAS

Corporate Secretary
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SEC Identification No 38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES

Province country or other jurisdiction of

incorporation

_______ SEC Use Only

Industry Classification Code

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report
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and Amount of Debt Outstanding
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SEC FORM 17-C

April 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

We hereby submit the Quarterly Progress Report on the application of the proceeds from

the stock rights offering for the quarter ended March 31 2010 as follows

CASH FLOW JAN FEB MAR TOTAL

BEGINNING

BALANCE 9488152.04 11050137.19 4529125.09 9488152.04
COLLECTION OF
SUBSCRIPTIONS 1561985.15 1153475.74 1148668.82 3864129.71
NET INTEREST

EARNED 49391.40 49391.40
TRANSFER OF
INTEREST EARNED 575642.91 575642.91
USE OF PROCEEDS

Payment of Loans 7148236.33 7148236.33
Operating expenses

Galoc/Nido/Matinloc

Exp related to SRO

Refund to stockholders

ENDING BALANCE 11050137.19 4529125.09 5677793.91 5677793.91

PROJECTS AMOUNT TOTAL AMOUNT OF
BEGINNING UTILIZED ALLOCATION ALLOCATION

USES OF SRO BALANCE FIRST TOTAL AS OF
PROSPECTUS

BUT NOT YET
FUNDS DEC 31 2009 QUARTER MAR 31 2010

25% AND
UTILIZED

25%

LOANS

MBTC 30906720.52 30906720.52
UCPB 69444861.1 69444861.11
Loans arranged

byPenta 30216481.04 30216481.04
National Book

Store 7148236.33 7148236.33

Sub-total 130568062.67 7148236.33 137716299.00 137716299.00
OPERATING

EXPENSES
Galoc 41334839.00 41334839.00 41334839.00
Nido/Majn/oc 11011434.00 11011434.00 11011434.00

EXP RELATED
TO SRO 5000000.00 5000000.00 5000000.00

TOTALS 187914335.67 7148236.33 195062572.00 195062572.00

SIGNATURES

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 hereunto duly

authorized

THE PHIL CORPORATION
By

ADRIAIIS ARIAS
Corporate Secretary
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THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____ SEC Use Only
Province country or other jurisdiction of Industry Classification Code

incorporation
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SEC FORM 17-C

April 28 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

Please be advised that at the Regular Board Meeting of The Philodrill Corporation the

Company held today 28 April 2010 the Board passed and approved resolutions

authorizing the declaration of cash dividend equivalent to P0.0002 per share or an

aggregate of P38.37 Million in favor of stockholders of record as of 14 May 2010

payable on 09 June 2010

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION

By

ADRIAN ARIAS

Corporate Secretary
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENTREPORT UNDER SECTION 17

OF THE SECURITIES REGULATION
AND SRC RULE 17.2C THEREUNDER

23 June 2010

Date of Report Date of earliest event reported

SEC Identification No 38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES _____SEC Use Only
Province country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 631-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Formername or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

Total Shares 191868805358
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SEC FORM 17-C

June 232010

SECURITIES AND EXCHANGE COMMISSiON

ITEM OTHER EVENTS

Please be advised that at the Annual Meeting of the Stockholders of THE PHILODRILL
CORPORATION the Company held today 23 June 20109 230 p.m at Palawan

Room EDSA Shangri-la Manila Garden Way Ortigas Center Mandaluyong City the

following persons were unanimously elected directors of the Company to serve as such

for one year and until their successors shall have been elected at the next annual

meeting of the stockholders in 2011

ALFREDO RAMOS
PRESENTACION RAMOS
AUGUSTO SUNICO
FRANCISCO NAVARRO
CHRISTOPHER GOTANCO

ADRIAN RAMOS
MARCIANO PADILLA

NICASIO ALCANTARA
HONORIO POBLADOR 111

Msrs Alcantara and Poblador are the Companys Independent Directors

At the Organizational Meeting of the Board of Directors of the Company held on 23 June

2010 immediately after the Annual Meeting of Stockholders upon nominations duly

made and seconded the following persons were elected to the positions indicated

opposite their respective names below

ALFREDO RAMOS
FRANCISCO NAVARRO
REYNALDO NAZAREA

ALES SANDRO SALES
ADRIAN ARIAS

Nomination Committee

Chairman of the Board and President

Executive Vice President

Treasurer and Vice President for

Administration

Vice President for Exploration Production

Corporate Secretary

NICASIO ALCANTARA Independent Director Chairman

ALFREDO RAMOS Director Member

CHRISTOPHER GOTANCO Director Member

REYNALDO NAZAREA Treasurer and Vice President for

Administration Non-voting Member

Compensation Remuneration Committee

Members HONORIO POBLADOR III Independent Director Chairman

AUGUSTO SUNICO Director Member

ADRIAN RAMOS Director Member

Members



SEC FORM 17-C

June 23 2010

SECURITIES AND EXCHANGE COMMISSION

Audit Committee

Members HONORIO POBLADOR III Independent Director Chairman

NICASIO ALCANTARA Independent Director Member
CHRISTOPHER GOTANCO Director Member
ADRIAN RAMOS Director Member

Compliance/Reporting Officer Anti-Money ADRIAN ARIAS

Laundering/Corporate Governance

Internal Auditor VIOLETA DE LEON

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION
By

ADRIAN ARIAS

Corporate Secretary
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SECURITIES AND EXCHANGE COMMISSION

05 July 2010

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2C THEREUNDER

Date of Report Date of earliest event reported

SEC Identification No.38683 BIR Tax Identification No 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA PHILIPPINES

Province country or other jurisdiction of

incorporation

_______ SEC Use Only

Industry Classification Code

QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY 1550

Address of principal office Postal Code

632 611-1801 to 05 631-8151 to 52

Registrants telephone number including area code

N.A
Former name or former address if changed since last report

10 Securities registered pursuant to Sections and 12 of the SRC

Title of Each Class

Total Shares

Number of Shares Outstanding

@P.01 Par Value

and Amount of Debt Outstanding

191868805358

Loans Payable -0-

11 Indicate the item numbers reported herein ITEM



SEC FORMJ7-C

July 05 2010

SECURITIES AND EXCHANGE COMMISSION

ITEM OTHER EVENTS

We hereby submit the Quarterly Progress Report on the application of the proceeds from

the stock rights offering for the quarter ended June 30 2010 as follows

CASH FLOW APR MAY JUN TOTAL

BEGINNING
BALANCE 5677793.91 5683825.23 5784040.05 5677793.91

COLLECTION OF

SUBSCRIPTIONS 6031.32 10021482 12500.00 118746.14

NET INTEREST

EARNED 64644.32 64644.32

TRANSFER OF
INTEREST EARNED
USE OF PROCEEDS

Payment of Loans

Operating expenses

Galoc/Nido/Matinloc

Exp related to SRO

Refund to stockholders

ENDING BALANCE 5683825.23 5784040.05 5861184.37 5861184.37

PROJECTS AMOUNT TOTAL AMOUNT OF
BEGINNING UTILIZED ALLOCATION ALLOCATION

USES OF SRO BALANCE SECOND TOTAL AS OF
PROSPECTUS 1ST

BUT NOT YET

FUNDS MAR 31 2010 QUARTER JUN 30 2010
25%AND225%

UTILIZED

LOANS

MBTC 30906720.52 3090672052

UCPB 69444861.11 69444861.11

Loans arranged

by Penta 30216481.04 30216481.04

National Book

Store 7148236.33 7148236.33

Sub-total 137716299.00 137716299.00 137716299.00

OPERATING

EXPENSES
Galoc 41334839.00 4133483900 41334839.00

Nido/Matinloc 1011434.00 1011434.00 1011434.00

EXP RELATED

TO SRO 5000000.00 5000000.00 5000000.00

TOTALS 195062572.00 195062572.00 195062572.00



SEC FORMJ7-C

July 05 2010

SECURITIES AND EXCHANGE COMMISSION

SIGNATURES

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 hereunto duly

authorized

THE PHILODRILL CORPORATION
By

AD ARIAS

Corporate Secretary



July 2010

THE PHILODRILL CORPORATiON
QUAD ALPHA CENTRUM 125 PIONEER ST MANOALUYONG CITY PHILIPPINES
TEL NOS 6311801 TO 05 631-8151/52 FAX 632 631-8080 632 631-5310

THE DISCLOSURE DEPARTMENT
4th Floor The Philippine Stock Exchange Inc

PSE Centre Exchange Road Ortigas Center

Pasig City

Gentlemen

We hereby submit the Quarterly Progress Report on the application of the proceeds from the

stock rights offering for the quarter ended June 30 2010 as follows

CASH FLOW APR

BEGINNING

BALANCE 5677793.91

COLLECTION OF
SUBSCRIPTIONS 6031.32

NET INTEREST
EARNED
TRANSFER OF
INTEREST EARNED

USE OF PROCEEDS

Payment of Loans

Opomting expenses

Ga/oc/Nido/Malinloc

Expreatedto SRO
Refund to

stock fiolders

ENDING BALANCE 5683825.23

USES OF SRO
FUNDS

LOANS

MBTC
UCPB

Loans arranged

bynt
National Book

Store

Sub-totalj

OPERATING
EXPENSES

Galoc

Nido/Matinfoc

EXP RELATED
TOSRO 00P0000

TOTALS 19506257200

PROJ ECTS/

BEGINNING
BALANCE

MAR 31 2010

30906720.52

69444861.11

AMOUNT
UTILIZED

SECOND
QUARTER

MAY JUN

5683825.23

100214.82

TOTAL

5784040.05 5677793.91

12P.cL.__ i14614

64644.32 64644.32

5861.184.375784040.05 5861184.37

TOTAL AS OF
JUN 30 2010

TOTAL

ALLOCATION
BASED ON

PROSPECTUS 1S

25% AND 25%

30906720.52

30216481.04

714823633
137.716.299.00

AMOUNT OF
ALLOCATION
BUT NOT YET

UTILIZED

41334839.00
--

11011434.00

69444861.11

30216481 04

7148236.33

137716299.00 137716299.00

------ .------ ------

41334839.00 41334839.00

11011434.00 11O11434.00

--

5000000.00

195062572.00
.2P99PPP H-_-_--

195062572.00



The foregoing disclosures are made in compilance with the rules and regulations of the

Exchange

Very truly yours

REV ZAREA
Treasurer Vl-Admin
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SECRETARYS CERTIFICATE

KNOW ALL MEN BY THESE PRESENTS

ADRIAN ARIAS being the duly elected and qualified Corporate Secretary

of THE PHILODRILL CORPORATION the Company corporation duly

organized and existing under and by virtue of the laws of the Republic of the Philippines
with principal office at the 8th Floor Quad Alpha Centrum 125 Pioneer Mandaluyong
City 1550 Philippines under oath depose and state

That the summary of the attendance of the members of the Board of Directors of
the Corporation during the Board meetings for the year 2009 shown below is true

and correct based on the records of the Corporation

_____ _____ ________ _____
Date of Board Meetings

Name of Directors 1/21 2/18 3/18 4/22 5/19 6/26 7/22 8/18 9/22 10/21 11/11 12/15

AlfredoC.R.amos

Presentacion Rainos

Augusto Sunico

AdrianS.Ramos

Francisco Navarro

Chrisopher Gotanco

Marciano Padilla

NicasioLAlcantara

Honorlo Poblador III

This certification is executed in compliance with the requirements of SEC
Memorandum Circular No Series of 2002 otherwise known as the SEC Code
of Corporate Governance and the Corporations Manual on Corporate

Governance

JAM 2O1

IN WITNESS WHEREOF have hereunto affixed my signature this
_____ day

of January 2010 at Mandaluyong City

zft
ADM ARIAS

Corporate Secretary

ALFREDO RAMOS
Chairman

SUflç1D AND SWORN to before me this _____ day of January 2010 at

MandaluyoiNPaffiant exhibited his Community Tax Certificate No 14991768

issued on January 42010 at Mandaluyong City

Doc No.___
Page No
Book No

Serieso 201

Legend present absent

Attested

IAN
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.OP

FIDELITY STOCK TRANSFERS INC
THE PHILODRILL CORPORATION
TOP 100 STOCKHOLDERS AS OF 09/30/2009

TOP TOTAL SHARES PERCENTAGE NAME

140541609481 73.2488% PCD NOMINEE CORPORATION

11065631002 5.7672% NATIONAL BOOKSTORE INC

9742830823 5.0778% VULCAN iNDUSTRIAL MINING CORP

5115639206 2.6662% ALAKOR CORPORATION

2422303400 1.2624% ALAKOR SECURITIES CORPORATION

710000000 0.3700% DOMINGO LIM

566720000 0.2953% ALSONS CONSOLIDATED RESOURCES iNC

490565136 0.2556% CONRADO CHUA

385482500 0.2009% RCBC TA 72-230-8

10 363200000 0.1892% MCASIO ALCANTARA

11 360993600 0.1881% TRAFALGAR HOLDINGS PHIL INC

12 351561991 0.1832% ALBERT AWAD

13 336882100 0.1755% RCBC TRUST ACCOUNT 32-314-4

14 317910514 0.1656% ALBERTO MENDOZA /OR JEAN1E MENDOZA

15 254097005 0.1324% CHRISTINE CHUA

16 188247468 0.0981% PHIL REMNANTS CO INC

17 188068125 0.0980% AYALA CORPORATION

18 179929796 0.0937% ANITA TY

19 176415750 0.0919% CARMENCITAO.REYES

20 173085000 0.0902% SALVADOR LACSON



21 168476356 0.0878% JOSE SANGALANG

22 165807000 0.0864% INDEPENDENT REALTY CORPORATION

23 143549745 0.0748% JUANITO QUE

24 142995846 0.0745% ENRIQUE LAGUINIA

25 117592123 0.0612% LACSON STREEGAN INS CONS INC

26 114938084 0.0599% ANSALDO GODINEZ CO INC

27 110400000 0.0575% J.A GONZALEZ

28 108936264 0.0567% ANGLO PHIL OIL MININGDEV CORR

29 107918500 0.0562% LUCIO YAN /OR CLARA YAN

30 103335072 0.0538% PACIFIC RIM EXPORT HOLDINGS CORP

31 101306385 0.0527% LIM CO INC

32 100000000 0.0521% ANNA UY LIM

100000000 0.0521% TERESO TAN

33 92279800 0.0480% BRISOT ECONOMIC DEV CORR

34 90941400 0.0473% LACSON STREEGAN INSURANCE CONSULTANT INC

35 88183083 0.0459% HOPKINS HARBACH CO

36 85974000 0.0448% CARMEN ONGSIAKO

37 84264715 0.0439% JOSE ANTONIO GONZALEZ

38 82846500 0.0431% ANG NGO CHIONG

39 81554313 0.0425% CUALOPING SECURITIES CORR

44 81387266 0.0424% JOSE CAMPOS

41 76105000 0.0396% ROSARIO ACUNA

42 75994528 0.0396% BARCELONROXAS SECURITIES INC

43 74830738 0.0390% MAXINE DE CACHO



44 74025062 0.03 85% SECURITIES CO INC

45 71451800 0.0372% JOSEPH ONG

46 71277641 0.0371% FRANCISCO ORTIGAS SEC INC A/C 1161

47 68072640 0.0354% WILLIAM HOW /OR BENITO HOW

48 65891826 0.0343% MIDAS DEV CORP

49 65574820 0.0341% CITISECURITIES INC

50 65443477 0.0341% TANSENGCO CO INC

51 64860309 0.0338% RAMON MONZON

52 64645492 0.0336% ENRJQUE LUY

53 64538120 0.0336% DAVID GO SECURITIES CORR

54 61333332 0.03 19% JOSE ANTONIO GONZALEZ

55 61191700 0.0318% MARIA PAZ BRJMO

56 60700000 0.0316% ROSARIO TIN

57 60350000 0.0314% AACTC FAO TRINITY INVESTMENT AND MANAGEMENT

CORR

58 59227472 0.0308% PRYCE SECURITIES INC

59 56791526 0.0295% ANTONIO FLOIRENDO

60 51600000 0.0268% SQUIRE SECURITIES INC

61 50706720 0.0264% GEORGE YOUNG

62 50636430 0.0263% INVESTORS SECURITIES INC

63 50144029 0.0261% JOSEPH ONG

64 48650557 0.0253% DYNAWINDS INC

65 48085099 0.0250% JAIME LAYA

66 48080895 0.0250% ESTEBAN YAU



67 47711127 0.0248% it COYIUTO SECURI1IES INC

68 47644858 0.0248% PHIL SHARES CORR

69 47577712 0.0247% HORACIO RODRIGUEZ

70 47305755 0.0246% PAULINO DIONISIO

71 46306344 0.0241% NESTOR SEVILLA

72 45540183 0.0237% it NUBLA SECURITIES INC

73 45110665 0.0235% JOANNA SYCHINGHO

74 44819332 0.0233% ERNESTO LICHALJCO

75 43510836 0.0226% TAN CHUN GUAN

76 42860318 0.0223% ELOISA TANTUCO

77 41904040 0.02 18% SANTAMARIA CO NC

78 40000000 0.0208% PREMIUM SECURITIES INC AJC1078

40000000 0.0208% PLLIM iNVESTMENTS INC

79 39689454 0.0206% POLYGON INVESTORS MANAGERS INC

80 39419088 0.0205% TRENDL1NE SECURITIES CORP

81 39100000 0.0203% GERARDO ALBERTO /OR ISABEL ALBERTO

82 39000000 0.0203% MARIO YAP

83 37095468 0.0193% SANTAMARIA CO NC

84 36974625 0.0192% RAMON MONZON

85 36961559 0.0 192% ROBERT HWANG

86 36529117 0.0190% AMTEL TRADING CORP

87 36303890 0.0189% OSCARM ALFONSO /OR CARIDAD ALFONSO

88 36272791 0.0189% ALONZO ANCHETA



89 36114737 0.0188% ALL ASIA SEC MGT CORR

90 35513347 0.0185% VANESSA SANTOS

35513347 0.0185% ROLANDO FLORENDO

91 35416819 0.0184% WESTIN SECURITIES CORPORATION

92 35367800 0.0184% UBP SECURITIES INC

93 35363300 0.0184% MARIE CONSTANCE GONZALEZ

94 35140474 0.0183% PAN MALAYAN MANAGEMENT INVESTMENT CORPO

RATION

95 35117345 0.0183% CONRADO ROMERO

96 35000000 0.0182% CO CHIN SAM

97 34668370 0.0180% 1Y

98 33733462 0.0175% PEREGRINE SEC PHILS INC

99 33700000 0.0175% NECISTO SYTENGCO

100 33178045 0.0172% CO TONGTE

179225532770 GRAND TOTAL
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FIDELITY STOCK TRANSFERS INC

THE PHILODRILL CORPORATION

TOP 100 STOCKHOLDERS REPORT AS OF 12/31/2009

TOP TOTAL SHARES PERCENTAGE NAME

140739096810 73.35 17% PCD NOMiNEE CORPORATION

11065631002 5.7672% NATIONAL BOOKSTORE iNC

9742830823 5.0778% VULCAN INDUSTRIAL MINiNG CORP

5115639206 2.6662% ALAKOR CORPORATION

2422303400 1.2624% ALAKOR SECURITIES CORPORATION

710000000 0.3700% DOMINGO LIM

566720000 0.2953% ALSONS CONSOLIDATED RESOURCES INC

490565136 0.2556% CONRADO CHUA

385482500 0.2009% RCBC TA 72-230-8

10 363200000 0.1892% NICASIO ALCANTARA

11 360993600 0.1881% TRAFALGAR HOLDINGS PHIL INC

12 351561991 0.1832% ALBERT AWAD

13 336882100 0.1755% RCBC TRUST ACCOUNT 32-314-4

14 317910514 0.1656% ALBERTO MENDOZA /ORJEANIE MENDOZA

15 254097005 0.1324% CHRISTINE CHUA

16 188247468 0.0981% PHIL REMNANTS CO INC

17 188068125 0.0980% AYALA CORPORATION

18 179929796 0.0937% ANITA TY

19 176415750 0.09 19% CARMENCITA REYES

20 173085000 0.0902% SALVADOR LACSON



21 168476356 0.0878% JOSE SANGALANG

22 165807000 0.0864% INDEPENDENT REALTY CORPORATION

23 143549745 0.0748% JUANITO QUE

24 142995846 0.0745% ENRIQUE LAGUINIA

25 117592123 0.0612% LACSON STREEGAN INS CONS INC

26 114938084 0.0599% ANSALDO GOD1NEZ CO INC

27 110400000 0.0575% J.A GONZALEZ

28 108936264 0.0567% ANGLO PHIL OIL MINING DEV CORP

29 107918500 0.0562% LUCIO YAN /OR CLARA YAN

30 103335072 0.0538% PACIFIC RIM EXPORT HOLDINGS CORP

31 101306385 0.0527% LIM CO INC

32 100000000 0.0521% ANNA UY LIM

100000000 0.0521% TERESO TAN

33 92279800 0.0480% BRISOT ECONOMIC DEV CORP

34 90941400 0.0473% LACSON STREEGAN INSURANCE CONSULTANT INC

35 88183083 0.0459% HOPKiNS HARBACH CO

36 85974000 0.0448% CARMEN ONGSIAKO

37 84264715 0.0439% JOSE ANTONIO GONZALEZ

38 82846500 0.0431% ANG NGO CHIONG

39 81554313 0.0425% CUALOPING SECURITIES CORP

40 81387266 0.0424% JOSE CAMPOS

41 76105000 0.0396% ROSARIO ACUNA

42 75494528 0.0393% BARCELON ROXAS SECURITIES INC

43 74830738 0.0390% MAXINE DE CACHO



44 71814326 0.0374% SECURITIES CO INC

45 71451800 0.0372% JOSEPH ONG

46 71277641 0.0371% FRANCISCO ORTIGAS SEC iNC A/C 1161

47 68072640 0.03 54% WILLIAM HOW /OR BENITO HOW

48 65891826 0.0343% MIDAS DEV CORP

49 65574820 0.0341% CITISECURITIES INC

50 65396546 0.0340% TANSENGCO CO NC

51 64860309 0.0338% RAMON MONZON

52 64645492 0.0336% ENRIQUE LUY

53 64538120 0.0336% DAVID GO SECURITIES CORP

54 61333332 0.03 19% JOSE ANTONIO GONZALEZ

55 61191700 0.03 18% MARIA PAZ BRIMO

56 60700000 0.0316% ROSARIO TIN

57 60350000 0.03 14% AACTC FAO TRINITY iNVESTMENT AND MANAGEMENT

CORP

58 59227472 0.0308% PRYCE SECURITIES NC

59 56791526 0.0295% ANTONIO FLOIRENDO

60 51600000 0.0268% SQUIRE SECURITIES NC

61 50706720 0.0264% GEORGE YOUNG

62 50216430 0.0261% INVESTORS SECURITIES NC

63 50144029 0.0261% JOSEPH ONG

64 48650557 0.0253% DYNAWINDS NC

65 48085099 0.0250% JAIME LAYA

66 48080895 0.0250% ESTEBAN YAU



67 47644858 0.0248% PHIL SHARES CORP

68 47577712 0.0247% HORACIO RODRIGUEZ

69 47305755 0.0246% PAUL1NO DIONISIO

70 47177682 0.0245% COYIUTO SECURITIES INC

71 46306344 0.0241% NESTOR SEVILLA

72 45540183 0.0237% NUBLA SECURITIES iNC

73 45110665 0.0235% JOANNA SYCH1NGHO

74 44819332 0.0233% ERNESTO LICHAUCO

75 43510836 0.0226% TAN CHUN GUAN

76 42860318 0.0223% ELOISA TANTUCO

77 41904040 0.02 18% SANTAMARIA CO INC

78 40000000 0.0208% PREMIUM SECURITIES INC A/C1078

40000000 0.0208% PLUM INVESTMENTS INC

79 39689454 0.0206% POLYGON INVESTORS MANAGERS INC

80 39419088 0.0205% TRENDL1NE SECURITIES CORP

81 39100000 0.0203% GERARDO ALBERTO /OR ISABEL ALBERTO

82 39000000 0.0203% MARIO YAP

83 37095468 0.0 193% SANTAMARIA CO INC

84 36974625 0.0 192% RAMON MONZON

85 36961559 0.0 192% ROBERT HWANG

86 36529117 0.0190% AMTEL TRADING CORP

87 36303890 0.0189% OSCAR ALFONSO /OR CARIDAD ALFONSO

88 36272791 0.0 189% ALONZO ANCHETA



89 36114737 0.0188% ALL ASIA SEC MGT CORP

90 35513347 0.0185% VANESSA SANTOS

35513347 0.0 185% ROLANDO FLORENDO

91 35416819 0.0184% WESTIN SECURITIES CORPORATION

92 35367800 0.0184% UBP SECURITIES NC

93 35140474 0.0183% PAN MALAYAN MANAGEMENT INVESTMENT CORPO
RATION

94 35117345 0.0183% CONRADO ROMERO

95 35000000 0.0182% CO CHIN SAM

96 34668370 0.0 180% TY

97 33733462 0.0 175% PEREGRINE SEC PHILS iNC

98 33700000 0.0175% NECISTO SYTENGCO

99 33178045 0.0 172% CO TONG TE

100 32864022 0.0171% ROBERTO SAN JOSE

179416809709 GRAND TOTAL
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PCD NOMINEE CORPORATION

5.7672% NATIONAL BOOKSTORE INC

5.0778% VULCAN INDUSTRIAL MINING

2.6662% ALAKOR CORPORATION

1.2624% ALAKOR SECURITIES CORPORATION

0.2953% ALSONS CONSOLIDATED RESOURCES INC

0.2556% CONRADO CHUA

0.2009% RCBC TA 722308

0.1892% NICASIO ALCANTARA

0.1881% TRAFALGAR HOLDINGS PHIL INC

0.1832% ALBERT AWAD

0.1824% DOMINGO LIM

0.1755% RCBC TRUST ACCOUNT 32-314-4

0.1656% ALBERTO MENDOZA /OR JEANIE MENDOZA

0.1324% CHRISTINE CHUA

0.0981% PHIL REMNANTS CO INC

0.0980% AYALA CORPORATION

0.0937% ANITA TY

0.0919% CARMENCITA REYES

0.0902% SALVADOR LACSON

0.0864% INDEPENDENT REALTY CORPORATION

0.0748% JUANITO QUE

0.0745% ENRIQUE LAGUINIA

0.0612% LACSON STREEGAN

0.0599% ANSALDO GODINEZ

0.0575% J.A GONZALEZ

0.0567% ANGLO PHIL OIL MINING DEV CORP

0.0562% LUCIO YAN /OR CLARA YAN

0.0538% PACIFIC RIM EXPORT HOLDINGS CORP

0.0527% LIM CO INC

0.0521% ANNA UY LIM

0.0521% TERESO TAN

FIDELITY STOCK TRANSF INC
THE PHILODRILL CORPORATION

TOP 100 STOCKHOLDERS REPORT AS OF 03/31/2010

TOP TOTAL SHARES PERCENTAGE NAME

141325646579 73.6573%

11065631002

9742830823

5115639206

2422303400

566720000

490565136

385482500

363200000

10 360993600

11 351561991

12 350000000

13 336882100

14 317910514

15 254097005

16 188247468

17 188068125

18 179929796

19 176415750

20 173085000

21 165807000

22 143549745

23 142995846

24 117592123

25 114938084

26 110400000

27 108936264

28 107918500

29 103335072

30 101306385

31 100000000

100000000

INS CONS INC

CO INC



32 92279800 0.0480%

33 90941400 0.0473%

34 88183083 0.0459%

35 85974000 0.0448%

36 84264715 0.0439%

37 82846500 0.0431%

38 81554313 0.0425%

39 81387266 0.0424%

40 76105000 0.0396%

41 75494528 0.0393%

42 74830738 0.0390%

43 71814326 0.0374%

44 71451800 0.0372%

45 71277641 0.0371%

46 68072640 0.0354%

47 65891826 0.0343%

48 65574820 0.0341%

49 65396546 0.0340%

50 64860309 0.0338%

51 64645492 0.0336%

52 64538120 0.0336%

53 61333332 0.0319%

54 61191700 0.0318%

55 60700000 0.0316%

56 60350000 0.0314%

CORP

57 59227472 0.0308%

58 56791526 0.0295%

59 51600000 0.0268%

60 50706720 0.0264%

61 50216430 0.0261%

62 50144029 0.0261%

63 48650557 0.0253%

64 48085099 0.0250%

65 48080895 0.0250%

BRISOT ECONOMIC DEV CORP

LACSON STREEGAN INSURANCE CONSULTANT INC

HOPKINS HARBACH CO

CARMEN ONGSIAKO

JOSE ANTONIO GONZALEZ

ANG NGO CHIONG

CUALOPING SECURITIES CORP

JOSE CAMPOS

ROSARIO ACUNA

BARCELON ROXAS SECURITIES INC

MAXINE DE CACHO

SECURITIES CO INC

JOSEPH ONG

FRANCISCO ORTIGAS SEC INC A/C 1161

WILLIAM HOW /OR BENITO HOW

MIDAS DEV CORP

CITISECURITIES INC

TANSENGCO CO INC

RAMON MONZON

ENRIQUE LUY

DAVID GO SECURITIES CORP

JOSE ANTONIO GONZALEZ

MARIA PAZ BRIMO

ROSARIO TIN

AACTC FAO TRINITY INVESTMENT AND MANAGEMENT

PRYCE SECURITIES INC

ANTONIO FLOIRENDO

SQUIRE SECURITIES INC

GEORGE YOUNG

INVESTORS SECURITIES INC

JOSEPH ONG

DYNAWINDS INC

JAIME LAYA

ESTEBAN YAU



66 47644858 0.0248%

67 47577712 0.0247%

68 47305755 0.0246%

69 47177682 0.0245%

70 46306344 0.0241%

71 45540183 0.0237%

72 45110665 0.0235%

73 44819332 0.0233%

74 43510836 0.0226%

75 42860318 0.0223%

76 41904040 0.0218%

77 40000000 0.0208%

40000000 0.0208%

78 39689454 0.0206%

79 39419088 0.0205%

80 39100000 0.0203%

81 39000000 0.0203%

82 37095468 0.0193%

83 36974625 0.0192%

84 36961559 0.0192%

85 36529117 0.0190%

86 36303890 0.0189%

87 36272791 0.0189%

88 36114737 0.0188%

89 35513347 0.0185%

35513347 0.0185%

90 35416819 0.0184%

91 35367800 0.0184%

92 35140474 0.0183%

93 35117345 0.0183%

94 35000000 0.0182%

95 34668370 0.0180%

96 33733462 0.0175%

97 33700000 0.0175%

PHIL SHARES CORP

HORACIO RODRIGUEZ

PAULINO DIONISIO

COYIUTO SECURITIES INC

NESTOR SEVILLA

NUBLA SECURITIES INC

JOANNA SYCHINGHO

ERNESTO LICHAUCO

TAN CHUN GUAN

ELOISA TANTUCO

SANTAMARIA CO INC

PREMIUM SECURITIES INC A/C1078

PLLIM INVESTMENTS INC

POLYGON INVESTORS MANAGERS INC

TRENDLINE SECURITIES CORP

GERARDO ALBERTO /OR ISABEL ALBERTO

MARIO YAP

SANTAMARIA CO INC

RAMON MONZON

ROBERT HWANG

AMTEL TRADING CORP

OSCAR ALFONSO /OR CARIDAD ALFONSO

ALONZO ANCHETA

ALL ASIA SEC MGT CORP

VANESSA SANTOS

ROLANDO FLORENDO

WESTIN SECURITIES CORPORATION

UBP SECURITIES INC

PAN MALAYAN MANAGEMENT INVESTMENT CORPORATION

CONRADO ROMERO

CO CHIN SAM

TY

PEREGRINE SEC PHILS INC

NECISTO SYTENGCO



98 33178L.j 0.0172% CO TONG TE

99 32864022 0.0171% ROBERTO SAN JOSE

100 32344132 0.0168% CRAIG AWAD

179507227254 GRAND TOTAL
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FIDELITY STOCK TRANSFERS INC
THE PHILODRILL CORPORATION

TOP 100 STOCKHOLDERS AS OF 06/30/2010

TOP TOTAL SHARES PERCENTAGE

140921578735 73.4468%

11065631002 5.7672%

9742830823 5.0778%

5115639206 2.6662%

2422303400 1.2624%

566 0.2953%

490565136 0.2556%

385482500 0.2009%

380000000 0.1980%

10 363200000 0.1892%

360993600 0.1881%

12 351561991 0.1832%

13 350000000 0.1824%

14 336882100 0.1755%

15 317910514 0.1656%

16 254097005 0.1324%

17 188247468 0.0981%

18 188068125 0.0980%

19 179929796 0.0937%

20 177476356 0.0924%

21 176415750 0.0919%

22 173085000 0.0902%

23 165807000 0.0864%

24 143549745 0.0748%

25 142995846 0.0745%

26 117592123 0.0612%

27 112 0.0588%

28 110400000 0.0575%

29 108936264 0.0567%

30 107918500 0.0562%

PCD NOMINEE CORPORATION

NATIONAL BOOKSTORE INC

VULCAN INDUSTRIAL MINING CORP

ALAKOR CORPORATION

ALAKOR SECURITIES CORPORATION

ALSONS CONSOLIDATED RESOURCES INC

CONRADO CHUA

RCBC TA 722308

ERNESTO CHUA CHIACO

NICASIO ALCANTARA

TRAFALGAR HOLDINGS PHIL INC

ALBERT AWAD

DOMINGO LIM

RCBC TRUST ACCOUNT 32-314-4

ALBERTO MENDOZA /OR JEANIE MENDOZA

CHRISTINE CHUA

PHIL REMNANTS CO INC

AYALA CORPORATION

ANITA TY

JOSE SANGALANG

CARMENCITA REYES

SALVADOR LAC SON

INDEPENDENT REALTY CORPORATION

JUANITO QUE

ENRIQUE LAGUINIA

LACSON STREEGAN INS CONS INC

ANSALDO GODINEZ CO INC

J.A GONZALEZ

ANGLO PHIL OIL MINING DEV CORP

LUCIO YAN /OR CLARA YAN



31 103335072 0.0538%

32 101306385 0.0527%

33 100000000 0.0521%

100000000 0.0521%

34 92279800 0.0480%

35 90941400 0.0473%

36 88183083 0.0459%

37 85974000 0.0448%

38 84264715 0.0439%

39 82846500 0.0431%

40 81554313 0.0425%

41 81387266 0.0424%

42 76105000 0.0396%

43 75494528 0.0393%

44 74830738 0.0390%

45 71814326 0.0374%

46 71451800 0.0372%

47 71277641 0.0371%

48 68072640 0.0354%

49 65891826 0.0343%

50 65574820 0.0341%

51 65396546 0.0340%

52 64860309 0.0338%

53 64645492 0.0336%

54 64538120 0.0336%

55 61333332 0.0319%

56 61191700 0.0318%

57 60700000 0.0316%

58 60350000 0.0314%

59 59227472 0.0308%

60 56791526 0.0295%

61 51600000 0.0268%

PACIFIC RIM EXPORT HOLDINGS CORP

LIM CO INC

ANNA UY LIM

TERESO TAN

BRISOT ECONOMIC DEV CORP

LACSON STREEGAN INSURANCE CONSULTANT INC

HOPKINS HARBACH CO

CARMEN ONGSIAKO

JOSE ANTONIO GONZALEZ

ANG NGO CHIONG

CUALOPING SECURITIES CORP

JOSE CANPOS

ROSARIO ACUNA

BARCELON ROXAS SECURITIES INC

MAXINE DE CACHO

SECURITIES CO INC

JOSEPH ONG

FRANCISCO ORTIGAS SEC INC A/C 1161

WILLIAM HOW /OR BENITO HOW

MIDAS DEV CORP

CITISECURITIES INC

TANSENGCO CO INC

RAMON MONZON

ENRIQUE LUY

DAVID GO SECURITIES CORP

JOSE ANTONIO GONZALEZ

MARIA PAZ BRIMO

ROSARIO TIN

AACTC FAO TRINITY INVESTMENT AND MANAGEMENT CORP

PRYCE SECURITIES INC

ANTONIO FLOIRENDO

SQUIRE SECURITIES INC



62 50706720 0.0264%

63 50144029 0.0261%

64 48650557 0.0253%

65 48085099 0.0250%

66 48080895 0.0250%

67 47644858 0.0248%

68 47577712 0.0247%

69 47305755 0.0246%

70 47177682 0.0245%

71 46306344 0.0241%

72 45540183 0.0237%

73 45110665 0.0235%

74 44819332 0.0233%

75 43510836 0.0226%

76 42860318 0.0223%

77 41904040 0.0218%

78 40000000 0.0208%

40000000 0.0208%

79 39689454 0.0206%

80 39419088 0.0205%

81 39100000 0.0203%

82 39000000 0.0203%

83 37095468 0.0193%

84 36974625 0.0192%

85 36961559 0.0192%

86 36529117 0.0190%

87 36303890 0.0189%

88 36272791 0.0189%

89 35513347 0.0185%

35513347 0.0185%

90 35416819 0.0184%

91 35367800 0.0184%

92 35140474 0.0183%

GEORGE YOUNG

JOSEPH ONG

DYNAWINDS INC

JAIME LAYA

ESTEBAN YAU

PHIL SHARES CORP

HORACIO RODRIGUEZ

PAULINO DIONISIO

COYIUTO SECURITIES INC

NESTOR SEVILLA

NUBLA SECURITIES INC

JOANNA SYCHINGHO

ERNESTO LICHAUCO

TAN CHUN GUAN

ELOISA TANTUCO

SANTAMARIA CO INC

PREMIUM SECURITIES INC A/C1078

PLLIM INVESTMENTS INC

POLYGON INVESTORS MANAGERS INC

TRENDLINE SECURITIES CORP

GERARDO ALBERTO /OR ISABEL ALBERTO

MARIO YAP

SANTAMARIA CO INC

RANON MON ZON

ROBERT EWANG

AMTEL TRADING CORP

OSCAR ALFONSO /OR CARIDAD ALFONSO

ALONZO ANCHETA

VANESSA SANTOS

ROLANDO FLORENDO

WESTIN SECURITIES CORPORATION

UBP SECURITIES INC

PAN MALAYAN MANAGEMENT INVESTMENT CORPORATION



93 35117345 0.0183%

94 34668370 0.0180%

95 33700000 0.0175%

96 33178045 0.0172%

97 32864022 0.0171%

98 32751812 0.0170%

99 32344132 0.0168%

100 32015000 0.0166%

179568337949 GRAND TOTAL

CONRADO ROMERO

TY

NECISTO SYTENGCO

CO TONG TE

ROBERTO SAN JOSE

PEREGRINE SEC PHILS INC

CRAIG AWAD

MARIANO CHUA
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ALAKOR SECURITIES CORPORATION

Statement of Changes In Bene fidel Ownership of Secutities

For the Month of August 2009

Transaction Date Beneficial Owner No of Shares Price

Buying Transaction

10-Aug-2009 ASCA0005 50000000 0.014

20-Aug-2009 ASCA0005 50000000 0.0 14

100000000

Selling Transaction

03-Aug-2009 ALAK0001 25000000 0.014

NBSI0002 26000000 0.014

04-Aug-2009 ALAK0001 25000000 0.0 14

NBSI0002 25000000 0.014

05-Aug.2009 ALAK000I 25000000 0.014

NBSI0002 25000000 0.014

07-Aug-2009 ALAK0001 25000000 0.0 14

NBSI0002 25000000 0.014

10-Aug-2009 ALAK0001 25000000 0.014

NBSI0002 25000000 0.014

11-Aug-2009 ALAK000I 25000000 0.015

NBSI0002 25000000 0.015

CRUG000I 4000000 0.015

12-Aug.2009 ALAK000I 25000000 0.014

NBSI0002 25000000 0.014

13-Aug.2009 ALAK001 25000000 0.015

NBSI0002 25000000 0.015

VAZT0001 5000000 0.015

17-Aug.2009 ALAK0001 25000000 0.014

NBSI0002 25000000 0.014

19-Aug.2009 ALAK0001 25000000 0.014

NBSI0002 25000000 0.014

20-Aug-2009 ALAK000I 25000000 0.014

NBSI0002 25000000 0.014

24-Aug-2009 ALAK0001 25000000 0.014

NBSI0002 25000000 0.014

25-Aug.2009 ALAK0001 25000000 0.0 14

NBSI0002 25000000 0.014

659000000

Balance as of July 31 2009- SEC Form 23-B 34381009012

Add Total Bu1ng August 2009 100000000

Total SellIng August 2009 659000000
IN from PCD June 2009 3750000

Total Lodgment August 2009

Total Upllftment August 2009 _____________

Balance as of August 31 2009- SEC Form 23-B 33825759012

LAKOR SECJRTES COHPORATON
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Reminder Report one separate line for each class of equity securities beneficially owned directly or indirectly

person is directly or indirectly the beneficisi owner of any equity security with respect to which he flea or shares

voting power which includes the power to vote or to direct the voting of such security end/or

investment power which includes the
power

to dispose of or to direct the disposition of such security

person
will be deemed to have en indirect beneficial interest in

any equity security which is

held by members of
persons

immediate family sheflng
the earns household

held by partnership iii which such person is general partner

held by corporation of which auch person isa controlling shareholder or

subiect to any contract arrarigemerd or understanding which
gives

such person voting power or investment power with respect to such security

FORM 23-B

Check box if no longer subject

to filing requirement

SECURITIES AND EXCHANGE COMMISSION

Metro Manila Philippines

STATEMENT OF CHANGES IN BENEFICIAL OWNERSHIP OF SECURITIES

Filed pirsuant to Section 23 of the Secunfles Regulation Code

ro
Name and Address of riteporllng Person

ALAKOR SECURITIES CORP

Issuer Name arid Trading Symbol

THE PHILODRILL CORPORATION OV
Check all applicable

Director 10% Owner

unicer Other

give title below specify below

Stockholder owning 5%
or more

Last First Middle

9th FIr Quad Alpha Centrum

Tax Identification

Number

Stetement For

Montlilyssr

Sept 2009

Street

125 Pioneer Street

CitIzenship

Filipino

fl If Amendment Dete of

Otiginal MonthYeer

City Province Postal Code
Table Equity Securities Beneficially Owned

Mandaluyong City

Class ST Equity ecunlty
Trenasca on

Date

Month/Dayftear

SecurIties Acqui red or Disposed OT .3 Amount of SecuriTies Owned at End

of Month/after transactIon

NumberotSirsres

Onerardp Form

DirectD or Indirectl

BNaturs of Indirect Beneficial

Ownership

Amount AorD

Common_Shares

as reported by PCD 17.322 33237134012 PCD Nominee

for the month of September 2009 Corporation

Pnnt or Type Reaponass



FORM 23-B continued Table II Denvative Securities Acquired Disposed of or Benefloaty Owned

e.g warrants options convertible securities

Ajiis
Corp 10.06.09

Date

Note File three copIes of this torn one of which must be meriuelly signed

DerIvative Secuilty ConversIon or Fransacton Number or Derivative SecurIties Date Ttle arid knount of rPiitidf No of Owner- 10 Natute

Exercise Price Date Acqired or Disposed of Ecerclsable end UndertIng Securities Derivative Derivative ship Form of Indirect

of Derlvatve MontdDsyfYr Expiration Date Security Secunties of deflvative Beneficial

SecurIty Montli/DayNear Beneficially Secunty Ownership

Owned at

End of

Direct

orJate Exercisebie Expiration ttnount or

Aciount or Date Tite Number Month Indirect

of Shares

Explanation of Responses

Attach additional sheets If space proeded is insufficient



ALAKOR SECURITIES CORPORATION

Statement of Changes in Bene ficial Ownership of Securities

For the Month of September 2009

Transaction Date Beneficial Owner No of Shares Price

Buying Transaction

26-Aug-2009 LICL000I 1500000 0.014

27-Aug-2009 ASCA000S 25000000 0.014

ASCA0009 25000000 0.014

04-Sept-2009 ASCA0005 25000000 0.017

08-Sept-2009 LICL000I 1000000 0.018

77500000

Selling Transaction

26-Aug-2009 ALAK0001 25000000 0.014

NBSI0002 25000000 0.014

27-Aug-2009 ALAK0001 50000000 0.014

100000000 0.015

100000000 0.016

28-Aug-2009 ALAK0001 100000000 0.015

25100000 0.016

01-Sept-2009 ALAK0001 25000000 0.015

25000000 0.016

NBSI0002 25000000 0.015

25000000 0.016

02-Sept-2009 ALAK0001 25000000 0.016

NBSI0002 25000000 0.016

ROSR0001 10000000 0.016

03-Sept-2009 ALAK0001 25000000 0.016

NBSI0002 25000000 0.016

04-Sept-2009 RABR0001 1000000 0.018

16-Sept-2009 ALAK0001 50000000 0.017

686100000

Balance as of August 31 2009- SEC Form 23-B 33825759012
Add Total Buying September 2009 77500000

Total Selling September 2009 686100000
IN from PCD September 2009 19975000
Total Lorigment September 2009

Total Upliftment September 2009

Balance as of September 30 2009- SEC Form 23-B 33237134012

VICIIDEZ
Authorized Signatory
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$ECURTS AND EXCHANGE COMMISSION

Metro Manila PhliIppinoe

FORM 23-S

S1ATEMENF OF CHANGES IN EP1EFICIA1 OWNERSHIP OF SICURI11ES
Check box If no boiler sutiject Filed pursuant to SectIon 23 of the Securites ReguMon Coae

to IiIIf raquil-ement

Name andMdrese of ReponIn Person

GOTANCO CHRISTOPHER
issuer Name

andTraehil Symbol

THE
URelaUonsh1p of Retotrtg Peraon to lesuarX5

Director 50% Owner

Officer Other

specIrybelow

test FirSt hSdde

6/F Quad Alpha 125 Pioneer Mandaluyong City

TeclQes1itlcauon

NUmber

125-114-467

CORPORATION
Etatementtor

Monrhtyaar

October 2009
Street

Ctienstdp

Filipino

ti.mendmen Date of

Otlilinai idontnvear

City PrtMnce Postel Code

Table -Equity Secunbes Beneticlefty Owned

class of Equky SecUrity
Trartflacbun

Date

MonuvDayNear

SecuritIes Acquired or Disposed of .ritnount of Securities Owned at End

or Month

OwnershIp Form

DlrectD or IndirectI

Nature or Inarect Eerieflclal

Ownership

_____________

10/30J0
Arntjunf

975058.50

or Prjc

P0.015
Number of Shares

650039b0 Broker

Print or Type Responses

fl
Reminder Report on separate Ire for each class equity securities beneficially owned

directly or Indirectly

person Is directly or Intlirecity the beneficial owner of any equity securily with
respect to width he has or shares

Voting power which Includes She nowerto vote orta dhect the voting of such security andmr
llweatment power which IncIude the power to dispose oror to direct the dispasdion of Such security

person will be deemed to have an Inured bermericial Interest In any equity secunty which Is

held by members of persons unodteme lowly abating the same household

held partnership In which such person Isa general panner
held by corporation of which cn person isa

controliin9 sbarefloider or

suect to any contract arrangeslerit or understanding which gives such person yoUng power or Investment power with respect to such security



FORM 23-B continued lathe Derrmtive Securities Acquired Disposed of or Be eficially Owned

e.g warrants options convertible a.curtd.s

Derivative Security Conversion or Transaciton Number of Derivative Securities Date Yi and Amount of Price ti No of Owier- 10 Nature

Ercise Pnce Date Acipured Al or Disposed of Eiercisable and Undertrig Securities Derivative Denvadve ship Form of Indirect

of Derivative Mooth/DayfYr Eiration Date Security Securities of Derwative Beneficial

Security MnnhtaTayNeer Beneficially Security Ownership

Owned at

End of

Direct

orDate erds Espiration Amount or

Amourt or DJ Date Tide Number Month Indirect

of Shares

ElanationofReponses

CHRISTOPHER GOTANCO
Dale

Note File three copies al this form one of which must be manuaty signed

Aisach additional sheets if space pro%lded is insuffo.ient
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THE PhfLODRILL CORPORATION
QUAD ALPHA CENTRUM 125 PIONEER ST MANDALUYONG CITY PHILIPPINES

TEL NOS 631-1801 TO 05 631-8151/52 FAX 632 631-8080 632 631-5310

SEC REG NO 38683

06 November 2009

SECURITIES EXCHANGE COMMISSION
SEC Bldg delos Santos Avenue

Mandaluyong City

Gentlemen

In compliance with Section 36 of the Revised Securities Act and on

the basis of the certification of our transfer agent hereby certif that there

has been movement during the month of October 2009 in the direct or

indirect beneficial ownership of the capital stock of THE PHILODRILL

CORPORATION classified as common stock with par value of one

centavo P.O per share of Directors Officers or any stockholder of the

company owning five per cent 5% or more of the paid-up capital of ths

Corporation particularly that of PCD NOMINEE CORPORATION
under the name of ALAKOR SECURITIES CORPORATION as per

transfer agents report

Very truly yours

ADRIAN ARIAS

Corporate Secretary

Cc Philippine Stock Exchange

Fidelity Stock Transfers Inc

File



PI$IiL 111

JCSDGM-09-493

November 05 2009

TILE PIIILODRILL CORPORATION
9th Fir Quad Alpha Centrum

125 Pioneer St Mandaluyong City

Attn ATTY ADRIAN ARIAS

Corporate Secretary

Subj Beneficial Ownership of your Directors

Officers Stockholders owning 5% or more

Dear Sirs

Please be informed that during the month of October 2009 there has been movement ofcommon

stock registered in ow- books in the name ofPCD Nominee Corporation

PCD reported to us on November 04 2009 that Alakor Securities Corporation PCD

participants had total of 33232752212 equivalent to 17.320% of the total issued and

outstanding shares of The Philodrill Corporation as of October 31 2009

Please request Maker Securities Corp to accomplish and file herein attached report directly

with Securities and Exchange Conimitsion in three copies on or before 10 November

2009 If there has been other movement in the books of any of your Officers Directors and

other Stockholders owning 5% or more of the total issued and outstanding shares please request

them to file the report directly with SEC copy of each SEC report must lilcewise be filed

with Philippine Stock Exchange

We enclose report on the number of its shareholders owning at least one-board lot each as of

October 31 2009 for submission within trading days after the close of each calendar month

as required by Philippine Stock Exchange pursuant to Section 17.6 Revised Disclosure

Rules

Thank you

Very truly yours

JEN .J4RAFICA
Consultan for perations

End a/s

/dgm



SECURITIES AND EXCHANGE COMMISSION

___________________
Metro Manila Philippines

FORM 23-B REVISED

STATEMENT OF CHANGES IN BENEFICIAL OWNERSHIP OF SECURITIES
Check box If no longer subject Filed pusuant to Section 23 of the Securities Regulation Code

to filing requirement

Name end Adiress of Reporong Person

ALAKOR SECURITIES CORP

Issuer Name end Tradng Symbol

THE PHILODRILL CORPORATION OV

ReiationsFp 01 Reporting Person to Issuer

ICheck eli applicable

Director 10% Owner

Juicer other

give tile below specify below

Stockholdtnr owning
or more

iLast First MldcJe

9th FIr Quad Alpha Centrum

Tax Idenfificalon

Number

..

Statement For

MonttvYear

Oct 2009

Street

125 Pioneer Street

CitizensNp

Filipino

If Amendment Date or

OngmatMonthYear

Icily lProldnce Postal Code

Mandaluyong City

class of Equity SecurIty

Table Equity Securities Beneficlaty Owned

.3 Transacton Securthes Acquired or ciaposed 010 .3 Mumt of SacI.albea Owned at End Ownerstip Form Nati.Ja 01 Iderect Beneficial

Dale

Month/Day/Year

of Monlhlefler bensaction DlredD or lndlrectl Ownerstip

Amount Aor0 Price Nunterof Shares

Common_Shares

as reported PCD 17.32 33232752212 PCD Nominee

for the month of October 2009 Corporation

If the change in beneficial ownership is 50% of the previous shareholdings or is equal to 5% of the outstanding

capital stock of the Issuer provide the disclosure requirements set forth on page of this form

Rennder
Report on separate line for each class of equity securities beneticaty owned dreclty or lrdractiy

person Is drectty or lnolreUy Ibis beneficial owner of any equity securIty with respect to wtch he has or shares

Voting power wntch lnckldes the
power

to vote or to dredt the voting of such sedrilty and/or

Investment power wntch Inckides the power to depose of or to dredt the iSapoeltion 01 such seciulty

person mu be deemed to have an Indredt beneficial interest In any eity security wFich Is

held by members of persons lesmedate faintly sharing the same household

held by partnershIp In whIch such
person

isa general partner

held by corporation of whIch such person isa conlroang shareholder or

subject to any contiact arrangement or onderstandng whIch gives such person voting power or Investment power with respect to such security

Print or Type Responses



FORM 23-B continued Table Dedvabve Secuntles
Acquired Disposed of or Beneficiay Owned

e.g werrante optiona converlible aecurittes

Derivative Secialty coiwergon or Transaction Number of Derivative Seclaiflea

Exercise Price Date
Acqidred of

Ttile and Mioc.fl of Price Of NO.01 Owner- Nalute

of Derivative iMonth/DayNr

Disposed Di Ecercisabie end Unc1ertlng Seculfies Derivative Dertvative ship Form of lndWect

Seciilty

Expiration Secuuty Sectaites of derivative Beneficial

MonldOayMear Beneficlaty

Owned at

Seculty

DIrect

Ownership

knount AorD
Exercisable dxpireflon

Date

%Jnount or End of or

Month trdrectO

Explanation of Responses

Note Fde hee copies of ha torn one of which must be manuathy signed

Alakor Securities Corp 11.06.09

Date

Attach additional sheets if space provided is insufficient
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SECURITIES AND EXCHANGE COMMISSION

Metro ManIla Phhllpplnee

FORM 23-B

SIATEMEIIt OF CHANGES IN BENEFICIAL OWNERSHIP OF SECURITIES
Check bog If no longer subject Flied pursuant to Section of the Securities ReguiaUon Code

to riling requirement

Issuer Name
andirading $yuiba

CHRITflPHFR THE PHILODRILLCORPORATION
Middle d1arcWerithtaon

RelaUonsulIp or Repelling Person to thbuer

Check at epplicaole

Director l0%0.wer

Oflicer other

give Vile below specify UeiOW

Number

Pioneer Mandaluyong Cht 125-114-467

Month/year

November 2009

Ctll2ensflip

Filipino

irMiendment Dale at

Original Moninvear

Postal Code

Table Equity Secunthas Beneficiay Owned

Transaction

Date

Monsl/Oayfsear

Secuilittis Acqu Ired or Deposed of smotmc or securities owned at End

of Month

OwnershIp Form

OirectD or indlrectI

Nature at indirect Eerielicial

Ownership

11/20/09

MlQunt

150000.0

ArDf Price

P0.015
4iberotShares

iUuuuUuu ij roer

Print or Tpe ReSponSes

Reminder Report on separate line tor each class of equity seewitles beneficially owned directly or indlrecthj

person Is directly or Indirectly the beneficial owner of arty equity security with respect to which he has or shareIt

voting power which includes the power to vote orte direct the voting of such
securit and/or

Investment power which includes the power to dispose of or to direct lIla disposition of such
security

pereon will be deemed to have an indirect beneficial Interest ti any equity security which is
held by members of persorfs immediate tamly sharing the same housenoid

ti held Dye partnership in which such person is general parther

held by corporation of wflicn such person is
controlling sharehOlder or

subject to any contract anafigemerit or uriderstanciing Which gives such person voting power or liwsstaient power with respect to such security



FORM 238 connu.d Table II Derrvotivs Securities Acquued Disposed of or Beneficially Owned

e.g warrants opone esnverdbl e.eurt.s

Dertvebve Security Conversion or Transection Number of DerivatWe Securities Date

Exercise Price Date Acquired or Disposed of Exercisable

Tide and Aniount of iice of 11 No of Owier- Nature

of Derivative MonthlDaytyr

and

Date

lJndert4ng Secursies Oerwatjve Derivative ship Forn of Indirect

Security
Security Securities of Derr.ative Beneflcil

MrinttulJayfvear
Beneficially

Owned at

Security

Direct

Ownership

Aniount or

Date Exeitisle tiration Mnunt or End of or

Date The Number

of Shares

Month lridirectl

rN

EIanation of Responses

Note File three capas of this farn one of iich must be manuay signed

CHRISTOPHER GOTANCO
Date

Attach additional sheets if space provided is insuffioent
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THE PHILODRILL CORPORATION
QUAD ALPHA CENTRUM 125 PIONEER ST MANDALUYONG CflY PHILIPPINES

TEL NOS 631-1801 TO 05 631-8151/52 FAX 632 631-8080 632 631-5310

SEC REG NO 38683

07 December 2009

SECURITIES EXCHANGE COMMISSION
SEC Bldg delos Santos Avenue

Mandaluyong City

Gentlemen

In compliance with Section 36 of the Revised Securities Act and on

the basis of the certification of our transfer agent hereby certif that there

has been movement during the month of November 2009 in the direct or

indirect beneficial ownership of the capital stock of THE PHILODRILL
CORPORATION classified as common stock with par value of one

centavo P.O per share of Directors Officers or any stockholder of the

company owning five per cent 5% or more of the paid-up capital of this

Corporation particularly that of PCD NOMINEE CORPORATION
under the name of ALAKOR SECURITIES CORPORATION as per
transfer agents report

Very truly yours

ADRIAN ARIAS

Corporate Secretary

Cc Philippine Stock Exchange

Fidelity Stock Transftrs Inc

File



FIlIiI1IIT

JCSIDGM-09-5 26 7fl7I FIMA irlit IiVC

Ground Floor Philex Bldg.Philex Mining Corp

December 03 2009
No.27 Brixton cor Fairlane Sts Pasig City 1600

Tel No 634-04-01 Fax No 635-98-97

E-mail fsti@compass.com.ph

TIlE PHILODRILL CORPORATION
9th Fir Quad Alpha Cenirum

125 Pioneer St Mandaluyong City

Attu ATTY ADRIAN ARIAS

Corporate Secretaiy

Subj Beneficial Ownership of your Directors

Officers Stockholders owning 5% or more

Dear Sirs

Please be informed that during the month of November 2009 there has been movement of

common stock registered in our books in the name ofPCD Nominee Corporation

PCI reported to us on December 02 2009 thai Maker Securities Corporation PCD

participants had total of 32347752212 equivalent to 16.859% of the total issued and

outstanding shares of The Philodrill Corporation as of November 30 2009

Please request Alakor Securities Corp to accomplish and file herein attached report directly

with Securities and Exchange Commission in three copies on or before 10 December

2009 If there has been other movement in the books of any of your Ofllcers Directors and

other Stockholders owning 5% or more of the total issued and outstanding shares please request

them to file the report directly with SEC copy of each SEC report must likewise be filed

with Philippine Stock Exchange

We enclose report on the number of its shareholders owning at least one-board lot each as of

November 30 2009 for submission within trading days after the close of each calendar

month as required by Philippine Stock Exchange pursuant to Section 17.6 Revised Disclosure

Rules

Thank you

_.Yeryjruly yours

JEN AFICA
Consul for Operations

End a/s

/dgm



SECURITIES AND EXCHANGE COMMISSION

__________________
Metro Manila Philippines

FORM 23-B REVISED

STATEMENT OF CHANGES IN BENEFICIAL OWNERSHIP OF SECURITIES

Check box it no longer subject Filed pursuant to Section 23 of the Secunties Regulation Code

to tiling requirement

Issuer Name and Trading Symbol

THE PHILODRILL CORPORATION OV

Relationship of Reporting Person to Issuer

Check all applicable

Director 10% OWner

Juicer Ower

give title below specify below
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THE PHILODRILL CORPORATION
QUAD ALPHA CENTRUM 125 PIONEER ST MANDALUYONG CITY PHILIPPINES

TEL NOS 631-1801 TO 05 631-8151/52 FAX 632 631-8080 632 631-5310

SEC REG NO 38683

07 January 2010

SECURITIES EXCHANGE COMMISSION
SEC Bldg delos Santos Avenue

Mandaluyong City

Gentlemen

In compliance with Section 36 of the Revised Securities Act and on

the basis of the certification of our transfer agent hereby certify that there

has been movement during the month of December 2009 in the direct or

indirect beneficial ownership of the capital stock of THE PHILODRILL

CORPORATION classified as common stock with par value of one

centavo P.O per share of Directors Officers or any stockholder of the

company owning five per cent 5% or more of the paid-up capital of this

Corporation particularly that of PCD NOMINEE CORPORATION
under the name of ALAKOR SECURITIES CORPORATION as per

transfer agents report

Very truly yours

ADRIAN ARIAS

Corporate Secretary

Cc Philippine Stock Exchange

Fidelity Stock Transfers Inc

File
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JCS/DGM-1O-020
Grouix1F1ooi Pijilex Bldg.Philex Mining

No.27 Brixton car Fairlane Sts Pasig City

Tel No 634-04-01 Fax No 635-98-97

Januay 062010 E-mail fsti@compass.com.ph

THE PIIILODRILL CORPORATION
9th Fir quad Aiplia Cenirum

125 Pioneer St Mandaluyong City

Alto AllY ADRIAN ARIAS

Corporate Secretary

Subj Beneficial Ownership of your Directors

Officers Stockholders owning 5% or mere

Dear Sirs

Please be informed that during the month of December 2009 there has been movement of

common stock registered in ow books in the name ofPCD Nominee Corporation

PCD reported to us on January 05 2010 that Alakor Securities Corporation aPCD participats

had total of 1785948321 equivalent to 16.566% of the total issued and outstanding shares of

The Plilodrill Corporation as of December 31 2009

Please request Alakor Securities Corp to file the report directly with Securities and Exchange

Comhlon in three copies on or before 10 January 2010 LIkewise if there has been other

movement in the books of any ofyour other Officers Directors aid Stockholders owning 5% or

more of the total issued and outstanding shares please request them to file the report Please

note that copy ofeach report must be filed with Philippine Stock Exchange

We enclose report on the number of shareholders owning at least one-board lot each as of

December 31 2009 for submission to Philippine Stock Exchange within trading days after

the close ofeach calendar month as required under Sec .17.6 ofPSE Revised Disclosure Rules

Thank you

Very truly yours

End a/s
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101082010000407

SECURITIES AND EXCHANGE COMMISSION
SEC Building EDSA GreenhillsMandaluyoçg City Metro ManilaPhilippnes

Tel 632 726-0931 to 39 Fax632 725-5293 Email mis@sec.gov.ph
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Company Representative

Doc Source

Company Information

SEC Registration No 0000038683
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Company Type Stock Corporation
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101082010000407

Statement of Changes in the Beneficial Ownership

23B

January07 2010
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THE PHILODRILL CORPORATION
QUAD ALPHA CENTRUM 125 PIONEER ST MANDALIJYONG CITY PHILIPPINES

TEL NOS 631-1801 TO 05 631-8151/52 FAX 632 631-8080 632 631-5310

SEC REG NO 38683

04 February 2010

SECURITIES EXCHANGE COMMISSION
SEC Bldg delos Santos Avenue

Mandaluyong City

Gentlemen

In compliance with Section 36 of the Revised Securities Act and on

the basis of the certification of our transfer agent hereby certif that there

has been movement during the month of January 2010 in the direct or

indirect beneficial ownership of the capital stock of THE PHILODRILL

CORPORATION classified as common stock with par value of one

centavo P.O per share of Directors Officers or any stockholder of the

company owning five per cent 5% or more of the paid-up capital of this

Corporation particularly that of PCD NOMINEE CORPORATION
under the name of ALAKOR SECURITIES CORPORATION as per

transfer agents report

Very truly yours

ADRIAN ARIAS

Corporate Secretary

Cc Philippine Stock Exchange

Fidelity Stock Transfers Inc

File
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JCSIDGM- 10-074 ioPhilex Bldg.Philex Mining Co
No.27 Brixton cor Fairlane Sts Pasig City 1600

Tel No 634-04-01 Fax No 635-98-97

February 03 2010 E-mail fsti@compass.com.ph

TILE PIIILODRILL CORPORATION
FirQuad Alpha Centrum

125 Pioneer St Mandaluyoug City

Attn ATTY ADRIAN ARIAS

Corporate Secretary

Subj Beneficial Ownership of your Directors

Officers Stockholders owning 5% or more

Dear Sirs

Please be informed that during the month of January 2010 there has been movement of common
stock registered in our books in the name ofPCD Nominee Corporation

PCD reported to us on February 02 2010 that Alakor Securities Corporation PCD

participants had total of 3183244g321 equivalent to 16.590% of the total issued and

outstanding shares of The Pliilodrill Corporation as of January 31 2010

Please request AIakor Securities Corp to file the necessary report directly with Securities and

Exchange Commission in three copies on or before 10 February 2010 as required under Sec

23 of the Securities Regulation Code Likewise if there has been other movement in the books

of any of your Officers Directors and Stockholders owning 5% or more of the total issued and

outstanding shares please request theni to file the required report Please note that copy of

each report must be filed with Philippine Stock Exchange

We enclose report on the number of shareholders owning at least one-board lot each as of

January 31 2010 for submission to Philippine Stock Exchange within trading days after the

close of each calendar month as required under Sec .17.6 of PSE Revised Disclosure Rules

Thank you

Very truly yours

JENN\Y RAFICA
Managii1çonsultant

End a/s

/dgm
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ThE PHILODRILL CORPORATION
QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG crr PHILIPPINES

TEL NOS 631-1801 TO 05 631-8151/52 FAX 632 631-8080 632 631-5310

SEC REG NO 38683

05 March 2010

SECURITIES EXCHANGE COMMISSION
SEC Bldg delos Santos Avenue

Mandaluyong City

Gentlemen

In compliance with Section 36 of the Revised Securities Act and on

the basis of the certification of our transfer agent hereby certify that there

has been movement during the month of February 2010 in the direct or

indirect beneficial ownership of the capital stock of THE PHILODRILL

CORPORATION classified as common stock with par value of one

centavo P.O per share of Directors Officers or any stockholder of the

company owning five per cent 5% or more of the paid-up capital of this

Corporation particularly that of PCD NOMINEE CORPORATION
under the name of ALAKOR SECURITIES CORPORATION as per

transfer agents report

Very truly yours

ADRIAN ARIAS

Corporate Secretary

Cc Philippine Stock Exchange

Fidelity Stock Transftrs Inc

File
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Mach 04 2010

THE PHIL ODRILL CORPORATION
9th FirQuad Alpha Centnim

125 Pioneer SL Mandaluyong City

Attn ATTY ADRIAN ARIAS

Corporate Secretay

Sigj BeaeIldal Ownership of year Directors

Officers SteckhuIürs .wnlag 5% or rs

Deer Sirs

Please be informed that diiing the month of Febru.y 2010 there has beei movemeit of

common stock registered in ow books in the name ofPCD N.ndase CsrpsratIsi

PCI reported to us on Mach 01 2010 that AIak.r Secaritles C.rp.ratIsa aPCD paticipaIs

had total of 1872448321 equivaleid to 16.611% of the total issued and ovtMi.aling ihaee of

The PWl.driI C.rp.rstien as of Februwy 282010

Please request Maker Sicurkies Carp to file the necesany repcit directly with Secaldes sad

zcàange C.ulnl.n in tlree copies on or before 10 Math 2010 as required aider Sec

23 of the Secaities Regulation Code IAkewise ifthere has been other movement in the books

of any ofyoir Officers Directors aid Stockholders owning 5% or more of th total issued aid

outstanding chores please request them to file the required report Please note that copy of

each report must be filed with PIpplae St.ck Jzthsap

We enclose report on the number of shereholders owning at least one-boad lot each as of

Februay 28 2010 for sthmission to Philippine Stock Exchange within Irdigds after the

close of each calender month required under S.c .17.6 ofPSE Revised Discloser Rides

Thank you

Very truly yoLa

JEN RAFICA
neultant

End a/s

/dgm
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ALAKOR SECURITIES CORPORATION

The Philodrill Corporation

Statement of Ctwlges In Bane fidal Onerstip of Secules

Fortie MonlhofMarth2Ol0

Transaction Date Beneficial Owner No of Shares Pric

Buying Traisacon

Sating TrensacNon

Balance as of Februy28 2010- SEC Form 23-B 31872448321
Md Total Buying March 2010

Total Sating Math 2010

IN from PCD March 2010 200346551

OUTt Clients- March2010

Total Lodnent March 2010

Total Uplifiment March 2010

Balance as of March 312010- SEC Form 23-B 32.072794872

J66DEZ
Authorized Signatory
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THE PHILODRILL CORPORATION
QUAD ALPHA CENTRUM 125 PIONEER MANDALUVONG CITY

TEL NOS 631-1801 TO 05 631-8151/52 FAX 632631-8080

SEC REG NO 38683

07

SECURITIES EXCHANGE COMMISSION
SEC Bldg delos Santos Avenue

Mandaluyong City

Gentlemen

In compliance with Section 36 of the Revised Securities Act and on

the basis of the certification of our transfer agent hereby certif that there

has been movement during the month of March 2010 in the direct or

indirect beneficial ownership of the capital stock of THE PHILODRILL

CORPORATION classified as common stock with par value of one

centavo P.O per share of Directors Officers or any stockholder of the

company owning five per cent 5% or more of the paid-up capital of this

Corporation particularly that of PCD NOMINEE CORPORATION
under the name of ALAKOR SECURITIES CORPORATION as per

transfer agents report

Very truly yours

ADRIAN ARIAS

Corporate Secretary

Cc Philippine Stock Exchange

Fidelity Stock Transftrs Inc

File

2010
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TIE PHILODRJLL CORPORATION

125 Pioneer St Mandalnyong City

Athi ATTY ADRIAN ARIAS

Coipore Se4May

Sthj ea.fldsl Owasnklp .year Dfr.d.rs

Officers St.ckbs4krs wnbg5% .rair

Deer Sirs

Pleai be infixiad that din-jug the moatli of ck 2010 there beam movement ofcoumion

Mook regiered in oir book inthe sum ofPCD N. C.rpurdisa

PQ reported to on April 05 2010 Aluker 1.cm1.s Crp.rd$sa pstht
lad total of 32Ofl794872 nivalest to 16716% of the laidand oianibgssof

Tb Plodr11 C.rp.ratiea of Macb 312010

Plemo replent Alik.r Secuddse Carp to file smoessay report dire with S.cldu aM
Zxchange CemMsslan in two copies on or bethre 10 April 2010 teipsired under S.c 23

ofthe Secaities Regulion Code Likewise ifthere been other movement in the books of

aiy of yosr Officers Directors aid Stockholders viiualg 5% or mere of Ike tatal laid and

ostMiuidig chines plea respseat them to file the iieqithed report Pie. sot copy of

each report mube filed with P$IppIn Steit lickage

We enclose report on the number of shineboldem uwuwg at let eae-bcad lot each of

ch 31 2010 for ithnàÆcn to Philippine Stock cbesi wi bididays saw the

close ofeach calender month Ærequiredunder S.c .17.6 ciPSE Revised Disolome Rates

11l2fr you

Very truly yoirs

End a/s
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SECURITIES AND EXCHANGE COMMISSION
SEC Building EDSA GreenhillsMandaluyong City Metro ManilaPhilippines

Tel632 726-0931 to 39 Fax632 725-5293 Email mis@sec.gov.ph
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ALAKOR SECURITIES CORPORATION

The Phifodrill Corporation

Statement of Changes in Beneficial Ownership of Secuilbes

For the Month of June 2010

Transaction Date Beneficial Owner No of Shares Price

Bung Transaclion

6f2212010 ALA001 10000000/ 0.012

100000000// 0.013

ASCA0005 50000000 0.013

6/23t2010 ALAK0001 22000000/ 0.013

6P24f2010 ALAK000I 30.000.000/ 0.013

212000000

Selling Transacbon

6t22/2010 NBSI0002 10000000 0.012

10000000

Balance as of May31 2010- SEC Form 23-B 31741598356

Add Total Buying June 2010 212000000

Total Selling June 2010 10000000
IN from PCD June 2010

OuttoClients-June 2010

Total Lodgement June 2010

Total Upliftment June 2010

Balance as of June 30 2010.- SEC Form 23-B 31943598356

VICXDEZ
Authorized Signatory
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THE PHILODRILL CORPORATION
QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY PHILIPPINES

TEL NOS 631 1801 T005 631 8151/52 FAX 632 631 8080 632631 5310

SEC REG NO 38683

05 May 2010

HRAn
SECURITIES ECHANGECO1I1VIISSION

SEC Bldg delos Santos Avenue

Mandaluyong City

Gentlemen

In compliance with Section 36 of the Revised Securities Act and on

the basis of the certification of our transfer agent hereby certif that there

has been movement during the month of April 2010 in the direct or

indirect beneficial ownership of the capital stock of THE PHILODRILL

CORPORATION classified as common stock with par value of one

centavo P.O per share of Directors Officers or any stockholder of the

company owning five per cent 5% or more of the paid-up capital of this

Corporation particularly that of PCD NOMINEE CORPORATION
under the name of ALAKOR SECURITIES CORPORATION as per

transfer agents report

Very truly yours

ADRIAN ARIAS

Corporate Secretary

Cc Philippine Stock Exchange

Fidelity Stock Transftrs Inc

File
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THE PiIILODRILL CORPORATION
QUAD ALPHA CENTRUM 125 PIONEER MANDALUYONG CITY PHILIPPINES

TEL NOS 631-1801 T005 631-8151/52 FAX632631-8080 632631-5310

SEC REG NO 38683

SECURITIES EXCHANGE COMMISSIOr

SEC Bldg delos Santos Avenue

Mandaluyong City

Gentlemen

In compliance with Section 36 of the Revised Securities Act and on

the basis of the certification of our transfer agent hereby certif that there

has been movement during the month of May 2010 in the direct or

indirect beneficial ownership of the capital stock of THE PHILODRILL

CORPORATION classified as common stock with par value of one

centavo P.O per share of Directors Officers or any stockholder of the

company owning five per cent 5% or more of the paid-up capital of this

Corporation particularly that of PCD NOMINEE CORPORATION
under the name of ALAKOR SECURITIES CORPORATION as per

transfer agents report

Very truly yours

ADRIAN ARIAS

Corporate Secretary

Cc Philippine Stock Exchange

Fidelity Stock Transfers Inc

File
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THE PHIL ODR1LL CORPORATION9thp
125 Pioneer St Mandaluyong City

Alto ATTY ADRIAN ARIAS

Corporste Secrctmy

Sthj Benefidal Ownership .f y.sr Directers

Officers St.ckbuhi.rs awnIng 5% Sr mere

Dew Sirs

tIIiIjIT
XIZCL JiLWIi3It iY.

xt

Pleme be informed that during the moiæof May 2010 there has been movement of common
Mock registered in our books in the imne ofPCD Nemine Cerp.rattea

PCD reported to us on June 02 2010 that Alak.r Secarkies Cerp.raIna aPCD participant had

total of 31741598356 ecpiivaleit to 16.543% of the total issued and outstanding dkaies of

The Philedril C.rp.ralkn as of May 31 2010

Please request Ald.r Securities Carp to file the neceasmy report directly with S.cwltl.s ant

Jicheage Cemalssien intwo copies on orbefore 10 June 2010 requiredunder Sec 23 of

the Securities Regulstioi Code Likewise ifthere has been other movement in lbs books ofany

of your Officei Directors and Stockholders owning 5% or more of the total limed and

outstanding chures please reipieat them to file the re.pired repoit Please note tint copy of

each report must be filed with PMIppIne Stack lxcbaip

We enclose report on the number ofshareholders owning st least one-bawd lot each as of May
312010 for ethmission to Philippine Stock Exchange within frwling days der the close of

each calen month as required under Sec .17.6 ofPSE Revised Disclosure Rules

Thank you

Very Inily yours

Eatci We

Manigiig

/dgin
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THE PnILODRILL CORPORATION
QUAD ALPHA CENTRUM 125 PIONEER MANDALUVONG CIT PHILIS Yi\

TEL NOS 631-1801 TO 05 631-8151/52 FAX 632631-8080 632 611 Lf is iii

.__Bs

SEC REG NO 38683

06 July 2010

SECURITIES EXCHANGE COMMISSION
SEC Bldg delos Santos Avenue

Mandaluyong City

Gentlemen

In compliance with Section 36 of the Revised Securities Act and on

the basis of the certification of our transfer agent hereby certify that there

has been movement during the month of June 2010 in the direct or

indirect beneficial ownership of the capital stock of THE PHILODRILL

CORPORATION classified as common stock with par value of one

centavo ROl per share of Directors Officers or any stockholder of the

company owning five per cent 5% or more of the paid-up capital of this

Corporation particularly that of PCD NOMINEE CORPORATION
under the name of ALAKOR SECURITIES CORPORATION as per

transfer agents report

Very truly yours

ADRIAN ARIAS

Corporate Secretary

Cc Philippine Stock Exchange

Fidelity Stock Transfers Inc

File
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THE PHJLODRILL CORPORATION
9th Ffr Quad Alpl Ceuhum

125 Pioneer SL 4indaluyong City

Alto ATTY ADRIAN ARIAS

Caipcre Seoretuy

Sthj Isasildal Ownership if year Directers

Omc.rs St.cIkshien .walug 5% er.re

Dear Sirs

Plume be informed that LRing the moath of June 2010 thu km been movemeut of common

dock regidered in our books in the umou ofPCD Nsnda Carparatis.

PCI repoded tom on July 01 2010 Aisker S.IIiss C.rpsratlsa aPCD p.licip.t had

total of 31943598356 eçthal to 16.64% of the total limed uaadng shares of
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11k yOU

Very Indy yours

End s/s
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18 September2009

ATTY JUSTINA CALLANGAN
Director Corporation Finance Department

Securities and Exchange Commission

EDSA Mandaluyong City

Dear Atty Callangan

We are pleased to submit the accomplished Corporate Governance CG Survey for publicly-

listed companies pursuant to SEC Memorandum Circular No 12 Series of 2009 dated 18 August

2009

Please find the necessary information in relation to this submission

COMPANY INFORMATION ____________ _______
Organization Name THE PHILODRILL CORPORATION

Address 8th Floor Quad Alpha Centrum 125 Pioneer St Mandaluyong City

Telephone number 631-8151/52 631-1801 to 05

Fax number 631-8080 631-5310

ATTESTATION
attest that to the best of my knowledge all information in this assessment is accurate and

truthful and that all supporting documents are adequately provided

cA
ADRIAN ARIAS Compliance Officer

Name Signature of Authorized Company Representative

Jesignation ompliance Officer
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Background

The Institute of Corporate Directors lCD has been in the forefront of promoting corporate governance reforms in the

country Through the Institutes of Directors in East Asia Network IDEA.Net which lCD took the lead in setting up it also works

with similarly-oriented institutes in eight other East Asian economies

ICD---along with its peer institutes in IDEA.Net---has been actively looking for ways and means to go beyond director training

already required in
virtually all economies where an IDEA.Net institute is actively working Beyond compliance with the director

training requirement lCD has been pushing for performance i.e improved actual practices in line with global corporate governance
principles

Among the initiatives it has taken towards higher standards of performance the corporate governance scorecard CG-Sc has

been undertaken by lCD in the Philippines It has followed the IDEA.Net template for CG-Sc which was initiated in Thailand and

which has since been adopted in China Hong Kong and Indonesia

This year major modification in its form was implemented The ratings will either be adequate better or best as opposed to

the previous ratings using poor fair and good An adequate rating means that company may be compliant with the law but they are

encouraged to adhere to best practices This supports the very essence of the Scorecard serving as measurement and

communication tool for companies to aim higher and higher to become comparative to best practices

The Philippine CG Scorecard for Publicly-Listed Companies

The CG-Sc initiative is envisioned as tool that public corporations can use to find out where they are in their corporate

governance practices relative to the practices of others in their own economies in the region as well as to globally-regarded good
practices Having such information they could draw up realistic road map towards gradually improving their corporate governance
practices at the pace and in the manner they freely determine for themselves
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The Philippine CG-Sc as indicated in 2005 zoo6 and 2007 results show that the over-all score for the Philippines has

moderately improved few individual corporations---particularly those that have actually looked closely at their individual CG
scores and presumably have acted on them---have shown noticeable improvements in their scores

The 2009 Philippine CG Scorecard for Publicly-Listed Companies

Thus far the regional framework initiated and followed by Thailand has influenced the approach that the Philippines and
other participating economies have been taking That approach takes off from the OECD principles which have been globally

adopted It uses the person-on-the Street test it relies on public disclosure In other words the score corporation gets in the CG-Sc
is determined by how much the corporation discloses to the general public through the regulators and more specifically through the

exchange as well as through its corporate website and corporate reports The more claims it makes that it has already adopted best
practice consistent with the OECD global principles the higher its score For as long as an ordinary person on the street with access

to generally available information can get specific information on CG practice then positive score is notched up

The approach traces its validity to the CG mantra of disclosure disclosure and disclosure The template for disclosure is

provided and the OECD principles forge that template Moreover the approach takes the side of an ordinary investor with no special
access to any privileged information based on the information that such an ordinary investor would have access to what judgment
can be made of the corporate governance practices of publicly-listed corporation The easier for the ordinary investor to get
information the higher is the score This is done for many items until an over-all CG-Score can be given to corporation The weights
per category are as follows

Rights of Shareholders 20%
II Equitable Treatment of Shareholders 20%
III Role of Stakeholders io%

IV Disclosure Transparency 25%
Board Responsibilities 25%

_______
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Self-Assessment and Validation

The PLCs are given an opportunity to use the template of questions in the questionnaire and to do preliminary self-

assessment

team of specially trained evaluators from the Ateneo Law School ALS working under the auspices of lCD would then
validate the self-assessments made by the companies Two evaluators would independently validate each companys self-assessment

third validator consolidates issues in case there are discrepancies between the two independent validations He/she then presents
the issues to the Project Director for processing and presentation to group of lCD Fellows who shall resolve those issues In light of
the resolution the Project Director comes up with the raw scores

lCD assigns code for each company to ensure confidentiality of the companies and independence of the process attached with their
raw scores The raw scores are given to statistician to process and generate the Corporate Governance Scores It is then submitted to lCD
encodes and ranks the companies according to their scores
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Forging Public Sector- Private Sector Cooperation

The Securities and Exchange Commission SEC as the government agency having jurisdiction supervision and control over domestic

private corporations and Philippine Stock Exchange PSE as the self-regulatory body of locally listed companies have agreed to work together in

institutionalizing the rating of corporate governance in PLCs by officially adopting IC Ds Corporate Governance Scorecard system

The Ateneo Law School leading legal education institution in the country is likewise partner in this project as it is providing select

group of students who shall validate the PLCs self-assessed scores

These institutions have come together and agreed to collaborate and pursue the project for the common purpose of helping raise the

standard of actual practice of corporate governance in Philippine PLCs

The results of the CG-SC will be used as one more basis among others of their own determination for whatever supervisory action the SEC
and PSE may decide to take

The 2008 CG Scorecard for publicly-listed companies is supported by the Center for International Private Enterprise CIPE non-profit

affiliate of the U.S Chamber of Commerce and one of the four core institutes of the National Endowment for Democracy

For more information regarding the CG Scorecard please contact

_______ 2009 CORPORATE GOVERNANCE SCORECARD FOR PUBLICLY-LISTED COMPANL
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ELMER CRUZ
Atty JUSTINA CALLANGAN

Program Development and Training Officer Director Corporation Finance Department
Institute of Corporate Directors Securities and Exchange Commission

ecruz icdcenter.org iustina.callangancec.gov.ph
24/F Yuchengco Tower RCBC Plaza 6/F Corporation Finance Department
6819 Ayala Avenue 1200 Makati City SEC Bldg EDSA Greenhills Mandaluyong City

632 884.1494 889.5448 632 5846103

632 884.1493 884.1498

Survey Questions Description
Suggestion on

information
Adequate Better Best Weight

Part The Rights of Shareholders 20%
source

Riahts Defined

Does the company offer other ownership

rIghts beyond voting

Shareholders have dividend rights as well

as all other shareholder rights guaranteed

by law

Articles of Incorporation

Corporation Code Securities Yes
1.667%

Is the policy on the directors compensation
disclosed to the shareholders

Directors only receive per diem No other

is

Regulation Code SRC
SEC 7A Information

Howls the directors compensation

presented to the shareholders

given directors

Annually in the SEC 7A Information

Statement

Statement

SEC 7A Information

SEC 7A

1.667%

Does the company allow shareholders to

elect board members Individually

Shareholders have an opportunity to

consider and elect each board member

individually

Statement

By-iaws Corporation Code
SRC Information Statement Yes 1.667%

Rights Disclosed

Quality of Notice to call Shareholders

Meeting in the past year

Notice of Shareholders Meetings include

the date time place and agenda for the

meeting Including all necessary materials

on corporate matters that will be

considered during the

Information source Information Statement By-laws

5.1
Nomination of directors providing their

names and background

meeting

Names and background of new directors

and
returning directors are provided

SEC 7A Information

Yes
0.417%

5.2

Is there adequate information on the

external auditor Are their names profile

detaIl of fees and other engagements with

the company tax consulting etc provided

Name profile details of fees and other

engagements If any are provided

SEC 17-A Information

Statement Yes
0.417%
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Dividend policy in
providing the amount and

exPlanation

The Company has no fixed dividend

but endeavors to declare dividends based

on availability of retained earnings

Articles of Incorporation SEC
7A Information Statement

No fixed dividend policy 0.417%

Does the information statement have an
executive summary

summary and/or simple presentation of

the Companys financial operational and

legal highlights is provided

SEC 17A Information

Statement Annual Report
Yes 0.417%

Quality of Minutes of Shareholders Meeting

The Minutes include percentage

attendance of shareholders Management

Report open forum discussion and action

on corporate matters eiection of directors

appointment of auditor and other matters

Information source Minutes of Shareholders Meetings which are included as attachments to the

Information Statement

6.1

6.2

Voting method and vote counting system

Voting method and vote counting system

are declared before Shareholders

Meetings

Information Statement Minutes

of Shareholders Meetings
Yes 0.417%

Issues and Motions

The Minutes of Shareholders Meetings

indicate the issues and motions raised

during the Meetings

Minutes of Shareholders

Meetings SEC 17C Notice of

Shareholders Meeting

Information Statement

Yes 0.417%

6.3 Agreements arrived at during the meeting

Minutes of Shareholders Meetings indicate

the agreements arrived at during the

Meetings if any

Minutes of Shareholders

Meetings SEC 7C
Information

Yes 0.417%

Corporate acts which were approved or

disapproved by the stockholders

Minutes of Shareholders Meetings

indicate corporate acts which were

approved or disapproved by the

shareholders

Minutes of Shareholders

Meetings SEC 7C
Information Statement

Yes 0.417%

Partlci atlon In AGM

Did the Chairman of the Board attend the

last two AGMs

The Chairman of the Board presided over

the last two AGMs and entertained

questions and clarifications from

shareholders

AGM Minutes Certification of

Attendance Yes 1.667%

Did the CEO/Managing DIrector attend at

least one of the last two AGMs

The Chairman and President who is also

the Companys CEO presided over the

last two AGMs and entertained questions

and clarifications from shareholders

ACM Minutes Certification of

Attendance Yes 1.667%

10

Is name list of board members attendIng

the ACM available

Board and committee members attend

AGMs as shareholders Nevertheless they

are introduced to shareholders at AGMs

ACM Minutes Certification of

Attendance

Name list of board and committee

members who will attend or who attended 1.667%

Do AGM minutes record that there was an

opportunIty allowing shareholders to ask

questions/raise issues in the past year

An open forum is provided during AGMs
where questions and clarifications from

shareholders are entertained

AGM Minutes

AGMs is not included

10.1 Is there record of answers and questions

An open forum is provided during AGMs
where questions and clarifications from

shareholders are entertained

ACM Minutes Yes 0.833%

102

11

Is there record of resolutions in the

minutes

Attendance of the Board CommIttee Chairs

All resolutions passed and approved during

AGMs are recorded

Board committee members attend AGMs

AGM Minutes Yes 0.833%

as shareholders Nevertheless they are

INSTITuTE.
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introduced to shareholders at AGM5

Did the Chairman of the Audit Committee

attend the last two AGMs

The Chairman of the Audit Committee

attended the last two AGMs but his

attendance was recorded as

shareholder

AGM Minutes
Yes 0.556%

11
DId the Chairman of the Compensation
Remuneration Governance Committee

attend the last two AGMs

The Chairman of the Compensation

Committee attended the last two AGMs but

his attendance was recorded as

shareholder

AGM Minutes
Yes 0.556%

11
Did the Chairman of the Nomination

Committee attend the last two AGMs

erRules

12
Does the Company have anti-takeover

defenses

The ChaIrman of the NomInation

Committee did not attend the last two

AGMs
AGM Minutes No 0.556%

12
Do Board members collectively own more
than 25% of outstanding shares

Information Statement SEC
No 0.833%

12
What Is the proportion of outstanding shares

that are conslderad free float

7A

Information Statement SEC
7A PSE Website over 60% 0.833%

Part II EQUITABLE TREATMENT OF SHAF
Vntlnn

13

14

Shar

lnhf for

For the same class of

Drlndnla of on share

shares does the

one vote aoolv
Loes the Company have any mechanism
that allows minorIty shareholders to

influence board comoosition

lders Conflict

For election of directors cumulative voting

is recognized

EHOLDERS 20%

Has there been any case of insider
trading

15 InvoMng company directors and

management In the past two years

Directors and management act In the best

interest of shareholders and have not been

involved In any case of Insider tradIng

SEC and/or PSE records No 1.667%

Has the Company established system to

prevent the use of material inside

information and inform all employees

management and board members of this

system

The Company has policy regarding the

use of material Inside Information and all

parties concerned are aware of the policy

Corporate Governance
Yes .667%

Has there been any

17 complaint/dispute/problem regarding related-

party transaction In the past two years

SEC and/or PSE Records

No 1.667%

Does the Company have policy that

18 requires management to disclose related-

party transaction

In case of
related-party transaction the

Company provides the name
relationshIp policy and value of

related-party transactions

Annual Report SEC hA
Audited Financial Statements

Information Statement Yes 1.667%

Information Statement Articles

of tnrnmnrtinn

Information Statement SEC
17A

Yes

Yes

1.667%

1.667%

IN8TITUTEo
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Are the nature and extent of transactions

19 with affiliated and related parties

communicated to shareholders annually

in case of
related-party transactions

Company provides the name
relationship policy values

rationale and board action

SEC 17-A Audited Financial

Statements Information

Statement

Yes 1.667%

Is the Company part of an economic 910UP

20
where the parent/controliing shareholder

also controis key suppliers customers
and/or similar businesses

Notes to the Audited Financial

Statements SEC 17A
information Statement

No 1.667%

Proxy Vg
21

Does the Company facilitate voting by

proxy

The Company sends out proxy voting

forms

Notice of AGM Proxy Form

together with the information Yes 1.667%

Does the notice to sharehoiders specify the

documents required to give proxy

The Company provides sufficient

information for shareholders in order to

facilitate the use of proxy voting

Statement

Notice to AGM Proxy Form

together with the information

Statement

Yes 1.667%

23
is there any requirement for proxy

appointment to be notarized
Proxy Form together with the For corporate stockholders YES the Sec For individual

1.667%
AGM Procedures

Statement Cert is required to be notarized stockholders NO

How many days in advance does the

24 Company send out notice of general

shareholder meetings

Notice of AGM By-Laws
information Statement

At least one
month

prior

1.667%

24.1 Date of Notice Last AGM Notice of AGM information

Statement
08 May 2009

24.2 Date of Actual Meeting Last AGM Notice of AGM information

Statement AGM Minutes
26 June 2009

Part iii THE ROLE OF STAKEHOLDERS IN CORPORATE GOVERNANCE 10%
Iits Recognition

25
Does the Company explicitly mention the

safety and welfare of its employees

Employee policies functions and other

conditions of employment are provided in

the Employees Handbook given to all

employees

Employees Handbook
Standard Operating

Procedures

Yes comprehensive

coverage
0.909%

Does the Company provide an ESOP

Empioyee Share Option Program or other

long-term employee incentlve plan linked to

shareholder value creation to employees

The Company has no ESOP No 0.909%

Does the Company provide retirement27

plan/fund or its equivalent for its employees

The Company has retirement plan/fund

for employees
Audited Financial Statements

Yes 0.909%
Does the Company provide continuing28

training program for its employees

Employees may apply for training

programs
CG Manual Yes subject to

0.909%
Does the Company explicitly mention the29
role of customers

The Companys share in oil production is

sold through consortium No coverage

Company approval

0.909%

Does the Company explicitly mention the
30

role of suppliers/business partners

The Company does not produce any

product requiring supplies All supplies
No coverage 0.909%
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related to oil production are handled

through consortium

31 Does the Company explicitly mention its

obligations to shareholders

Annual Report MisslonNlsion

Yes 0.909%

32
Does the Company explicitly mention Its

obligations to creditors
Annual Report Audited

Financial Statement Yes 0.909%

33

Does the Company explicitly mention

environmental Issues in Its public

communication

Communications and actions on

environmental issues relating to oil

exploration and production are done

through consortium

SEC Form 17-A Information

Statement
Yes 0.909%

34

Does the Company explicitly mention its

broader obligations to society and or the

community

Community relations and allied activities

relating to oil exploration and production

are done through consortium

Annual Report SEC hA
Information Statement

Yes 0.909%

Does the Company disclose pending legal

and tax proceedings tax assessment

notices and voluntary assessment program

availments that it considers to be
potentially

material to Its business

Part of full disclosure
SEC Form 17-A Information

Statement

Yes if

any
0.909%

Part IV DISCLOSURE AND TRANSPARENCY 25%
Material Information

Does the Company have transparent

ownership structure

The Companys ownership structure is
fully

disclosed

36.1 Breakdown of shareholdings

SEC 17A Information

Statement Ust of Stockholders

Report to SEC/PSE
Yes 0.446%

36.2 Is It easy to
identify beneficial ownershIp

SEC 17A Information

Statement Ust of Stockholders Yes 0.446%

Are directors shareholdings disclosed

report

SEC 7A Information

Statement Public Ownership

Quarterly Report

Yes 0.446%

36.4
Are managements shareholdings

disclosed

SEC 17A Information

Statement Public Ownership Yes 0.446%

Does the Company have dispersed

ownersiiip structure

Quarterly Report

SEC 17A Information

Statement Public Ownership

Quarterly

Major shareholder group owns less than

50%

1.786%

38
Assess the quality of the Annual Report in

particular the following
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Reports are clear

comprehensive and
informative

38.1 Financial performance SEC Form 17A Annual Report

Information
0.223%

382
BusIness operations competitive pOSitiofl

and other non-financial matters Information Statement
Reports are clear

comprehensive and 0.223%

38.3 Board member background SEC Form 17A Information

Statement

Informative

FuU coverage
showing name

position experience
0.223%

38.4
Basis of the Board compensation Directors only receive per diem No other

compensation is given to directors

SEC Form 17-A Information

Statement
No coverage

shareholding

0.223%

38 Operating risks

38.o Identification of Independent Directors

SEC Form 17-A Information

Statement
Required disdosures

0.223%

By-Laws SEC hA
are made

Yes 0.223%

38
Board meeting attendance of indMduai

directors

Individual director attendance should be

disclosed

Information_Statement

Certificate of Attendance
Available 0.223%

Does the Company have
policy requiring

38.8 full disclosure of details of related-party

transactions in public communications

In case of
related-party transactions

Company provides the name
relationship policy value and

rationale

disclosure to PSE/SEC

Annual Report SEC 17A

Information Statement Yes 0.223%

Is there any statement requesting directors

39 to report their transactions of the Company
shares

SEC Form 23A1B Yes
1.786%

Audit Process

40 Does the Audit Committee have Charter CG Manual
Does the Company have an internal audit

41 operation established as separate unit In

the Company

CG Manual Annual Report

Information Statement

Committee follows the CG Manual

The Company has no internal audit unit

but retains an Internal auditor

1.786%

1.786%

Does the Internal auditor report to the board42
audit committee When required by Audit Committee 1.786%
Does the Internal audit function provide an

43 independent evaluation of the internal

control processes of the Company
CG Manual Yes 1.786%

Does the Company perform an annual audit

using SEC accredited external auditors
Annual audit is done by SGV Company

Audited Financial Statements

SEC 17A Information Yes 1.786%

Are financial reports disclosed in timely

manner during the past year

Statement

SEC 7A and 7Q Audited

Yes 1.786%
Are there any accounting qualifications in

46 the audited financial statements apart from

the Qualification on Uncertainty of Situation

Financial Statements

Auditors Report None 1.786%

Does the Company website disclose up-to-

date Information on
47.1 Business operation Record the date the website was Company Website
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______ Financial statements

47.3 Press release

47.4
Shareholding structure

47.5 Organization structure

47.8 N/A

47.7 Downloadable annual report SEC 17A

______
Notice to call shareholders meeting

Part BOARD RESPONSIBILITY 25%

50

Si

Does the uompany have Its own written

Corporate Governance Manual that dearly
describes Its value system and board

responsibilities

CG Manual
Yes 1.389%

Does the Board of Directors provide code

of ethics or statement of business conduct

for all directors and employees
CG Manual Yes 1.389%

52
Does the Company have corporate

vislonlmlsslonjvalues
Annual Report Company

Does the PSE have any evidence of non-

compliance of the Company with PSE rules

and regulations In the last year

The Company was delayed In publishing

its 2006 audIted financial reports due to

delay In the finalization of the audIted

financial

Website Yes

No

1.389%

1.389%

Assess the quafity of the Audit Committee

Report In the Annual Report

statements_of an_affiliate

No Audit Committee Report is included in the Annual Report The Audit Committee submits its

internal

INSTITUTES
CORPORATE
DIRECTORS

MonitorIng and Control

47.2

47.8

examined November 10.2008 Print out

the evidence with website dates
Company Website

______________________________ Yes

Company Website

Company Website

Yes 0.223%

Website

Yes 0.223%
Yes 0.223%

Company Website

Company Website

Yes

Yes

0.223%

0.22 3%

0.223%

Does the Company provide contact details

for specific Investor Relations person or

unit that Is easily accessible to outside

Investors

The Companys Stocks Department acts as

the Investor relations unit
Company Website

Yes

Yes

0.223%

1.786%

Does the Company offer multiple channels

of access to information Multiple channels

include

49.1 Annual report Annual

49.2
Company website

Report

Company Website

Yes 0446%

49.3 Analyst briefings
The Company has never procured an

analysts briefing No

Yes 0.446%

49.4 Press conferences/press briefings
The Company has never procured press

No

0.446%
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54.1

54.2

Attendance

Internal control

INSTITUTEo
CORPORATE
DIRECTORS

Yes

Yes

0.278%

54.3 Proposed auditors 0.278%

54.4 FinancIal report review

Yes
0.278%

54.5
Legal compliance

Yes 0.278%

55

Have board members
participated in the

training on Corporate Governance I.e PDP
CGOP Corporate Retreat etc

Directors have attended seminars on CG
and risk management

Certificate of Attendance

submitted to SEC/PSE

Yes

Yes

0.278%

1.389%

Have senior management executives

attended training on Corporate Governance

Senior management executives have

attended seminars on CG and risk
Certificate of Attendance

submitted to SEC/PSE Yes 1.389%

58

What is the attendance performance of the

board members during the past 12 months

management

Certificate of Attendance 80% Average

Does the Company provide risk

management policy

disclosure to SEC/PSE

CG Manual

attendance
1.389%

59

Does the Company clearly distinguish the

roles and responsibilities of the board and

management

CC Manual

Yes

Yes

1.389%

1.389%
Does the board conduct an annual self-

assessment

61 Does the Company conduct an annual

performance assessment of the

CEO/President

All officers and employees undergo annual

performance evaluation

Report forms
part

of

employees 201 file

Yes

Yes

1.389%

1.389%

62
How many board meetings are held per

year at least

62
Does the firm report board meeting

attendance of individual directors
Certificate of Attendance

disclosure to SEC/PSE

12

Yes
1.389%

ConflIct of Interests

63 Is the Chairman non-executive director

64

Does the board appoint committees with

independent members to carry out various

csitical responsibilities such as

No 1.389%

Audit If yes are the following Items

disdosed

64.1.1 Charter Role and responsibilities

64.1.2 Profile/Qualifications

CG Manual Yes 0.093%

64.1.3 Independence

CG Manual Yes 0.093%

641
lathe Chairman of the Committee an

independent director

Performance Meeting Attendance

/ReflunOratiOfl

CG Manual

Disdosure

Yes 0.093%

64.1.5

842

CG Manual Yes

Yes 0.093%

0.093%

Compensation Remuneration Committee If

2009 CORPORATE GOVERNANCE SCORECARD FOR PUBLICLY-LISTED CoMPAN1



yes are the following items disclosed

64.2.1 Charter/Role and Responsibilities

Is the Committee composed of majority of

Independent directors

CG Manual

Information Statement

Yes

No

0.154%

642.3 Performance Meeting Attendance

Nomination Committee if yes are the

following items disclosed

Disclosure to SEC/PSE

Disclosure to SEC/PSE
Certification of Attendance

Yes

0.154%

0.154%

64.3.1 Charter/Role and Responsibilities

64
lathe Committee composed of majority of

independent directors

CG Manual

Information Statement

Yes

No

0.154%

64 Performance Meeting Attendance

Boara ComDosltlon

Disdosure to SECIPSE

Certificate of Attendance

YesDisclosure to SEC/ PSE 0.154%

How many board members are independent
65 directors

Information Statement
or20% of

Does Company state in its Annual Report
the definition of independence for

identifying Independent directors In
public

communications

Disclosure to PSE/SEC

CG Manual CG Policy No

1.389%

1.389%

Does the Company have separate report

67
of the Board of Directors describing their

responsibilities in reviewing the firms

financial statement
No

1.389%

INSTITurEo
CORPORATE
DIRECTORS

2009 CORPORATE GOVERNANCE SCORECARD FOR PUBLICLY-LISTED COMPAN1
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HRADfl
GENERAL INFORMATION SHEET GIS CenIraIRcjyg dR

FOR THE YEAR 2010

STOCK CORPORATION L- 1OID

GENERAL INSTRUCTIONS

FOR USER CORPORATION Ti-US GIS SHOULD BE SUBMITFED WITHIN THIRTY 30 CALENDAII DA%tft I4JtE.OETHE ANNUAL
STOCKHOLDERS MEETING DO NOT LEAVE ANY ITEM BLANK WRITE N.A IF THE INFORMAIOJ TO
THE CORPORATION OR NONE IF THE INFORMATION IS NON-EXISTENT

IF NO MEETING IS HELD THE CORPORATION SHALL SUBMIT THE GIS TOGETHER WITH AN AFFIDAVIT OF NON-HfXDING OF MEETING

WIThIN THIRTY 30 CALENDAR DAYS FROM THE DATE OF THE SCHEDULED ANNUAL MEETING AS PROVID IN THE BY-LAWS
HOWEVER SHOULD AN ANNUAL STOCKHOLDERS MEETING BE HELD THEREAFTER NEW GIS SHALL BE SUBMIITED/FILED
THIS GIS SHALL BE ACCOMPLISHED IN ENGLISH AND CERTIFIED AND SWORN TO BY THE CORPORATE $ECRETARY OF THE

CORPORATION
THE SEC SHOULD BE TIMELY APPRISED OF RELEVANT CHANGES IN THE SUBMITTED INFORMATION AS THEY ARISE FOR CHANGES
RESULTING FROM ACTIONS THAT AROSE BE1WEEN THE ANNUAL MEETINGS THE CORPORATION SHALL SUBMIT ONLY THE
AFFECTED PAGE OF THE GIS THAT RELATES TO THE NEW INFORMATION TOGETHER WITH COVER LETTER SIGNED BY THE
CORPORATE SECRETARY OF THE CORPORATION THE PAGE OF THE GIS AND COVER LETTER SHALL BE SUBMITTED WITHIN SEVEN

DAYS AFTER SUCH CHANGE OCCURRED OR BECAME EFFECTIVE
SUBMIT FIVE COPIES OF THE GIS TO THE CENTRAL RECEMNG SECTION GROUND FLOOR SEC BLDG EDSA MANDALUYONG
CITY ALL COPIES SHALL UNIFORMLY BE ON A4 OR LETTER-SIZED PAPER WITH STANDARD COVER PAGE ThE PAGES OF ALL

COPIES SHALL USE ONLY ONE SIDE CORPORATIONS SUBMITTING COPY OF THEIR GIS ONLINE OR VIA INTERNET SHALL SUBMIT

ONE HARD COPY OF THE GIS TOGETHER WITH CERTIFICATION UNDER OATH BY ITS CORPORATE SECRETARY THAT THE COPY
SUBMITTED ONLINE CONTAINS THE EXACT DATA IN THE HARD COPY
ONLY THE GIS ACCOMPLISHED IN ACCORDANCE WITH THESE INSTRUCTIONS SHALL BE CONSIDERED AS HAVING BEEN FILED
THIS GIS MAY BE USED AS EVIDENCE AGAINST THE CORPORATION AND ITS RESPONSIBLE DIRECTORSIOFFICERS FOR ANY
VIOLATION OF EXISTING LAWS RULES AND REGULATIONS

PLEASE PRINT LEGIBLY

CORPORATE NAME DATE REGISTERED

THE PHILODRILL CORPORATION
BUSINESS/TRADE NAME June 26 1969

The PhilodrIll Corporation
SEC REGISTRATION NUMBER FISCAL YEAR END

38683 December31

DATE OF ANNUAL MEETING PER BY-LAWS CORPORATE TAX

month of May IDENTIFICATION NUMBER
uN

041-000-315-612

ACTUAL DATE OF ANNUAL MEETING WEBSITEIURL ADDRESSES
June 23 2010

www.philodriiI.com

COMPLETE PRINCIPAL OFFICE ADDRESS E-MAIL ADDRESS

8th Floor Quad Alpha Centrum 125 Pioneer St Mandaluyong City
iMo6phiIoHcom

COMPLETE BUSINESS ADDRESS FAX NUMBER

8th Floor Quad Alpha Centrum 125 Pioneer St Mandaluyong City 632 631-8080

NAME OF EXTERNAL AUDITOR ITS SIGNING PARTNER SEC ACCREDITATION NUMBER TELEPHONE NUMBERS
if applicable 632 631-1801 to 05

SGV Co Alvin Pinpin N/A
632 631-8151 /52

PRIMARY PURPOSEIACTIVITY/INDUSTRY PRESENTLY ENGAGED IN INDUSTRY CLASSIFICATION GEOGRAPHICAL CODE
Primary Investment N/A N/A

Secondary Oil Exploration

Activity Petroleum Operation----INTERCOMPANY AFFILIATIONS ------
PARENT COMPANY SEC REGISTRATION NO ADDRESS

N/A

NIA N/A

SUBSIDIARY/AFFILIATE SEC REGISTRATION NO ADDRESS
lOm FIr ACT Tower 135 Sen Gil Puyat Avenue

PentaCapital Investment Corporation AS093006947 Makati City

NOTE USE ADDITIONAL SHEET IF NECESSARY



GENERAL INFORMATION SHEET

STOCK CORPORATION
PLEASE PRINT LEGIBLY

CORPORATE NAME

THE PHILODRILL CORPORATION
CAPITAL STRUCTURE

AUTHORIZED CAPITAL STOCK

TYPE OF SHARES NUMBER OF PARISTATED VALUE AMOUNT Php
SHARES No of shares Par/Stated

Value

common 200000000000 P0.01 P2000000000.00

TOTAL P2000000000.00

SUBSCRIBED CAPITAL

NO OF NUMBER OF NUMBER OF PARISTATED AMOUNT Php OF

FILIPINO STOCK- TYPE OF SHARES SHARES SHARES IN VALUE OWNERSIP

HOLDERS THE HANDS
OF THE

PUBLIC --

common 36523596943 P0.01 P365235969.43 19.0358%

132940 0.01 1.329.40-

TOTAL P365237298.83

NO OF TYPE OF SHARES NUMBER OF NUMBER OF OF

INDICATE BY STOCK- SHARES SHARES IN PAR/STATED AMOUNT Php OWNERSIP

NATIONALITY HOLDERS THE HANDS VALUE
OF THE

PUBLIC

Percentage of Foreign Equity
TOTAL

TOTAL SUBSCRIBED P365237298.83 19.0358%

PAID-UP CAPITAL

NO.OF NUMBER OF %OF
FILIPINO STOCK- TYPE OF SHARES SHARES PAR/STATED VALUE AMOUNT Php OWNERSIP

HOLDERS

common 152411517637 P0.01 P1524115176.37 79.4352%

TOTAL P1524115176.37

NO OF STOCK- TYPE OF NUMBER OF PAR/STATED VALUE OF

INDICATE BY HOLDERS SHARES SHARES AMOUNT Php OWNERSIP

NATIONALITY

common 2933557838 P0.01 P29335578.38 1.5289%

TOTAL P29335578.38

TOTAL PAID-UP P1918688053.58 99999%

NOTE USE ADDITIONAL SHEET IF NECESSARY

Common Preferred or other classflcation

Page



GENERAL INFORMATION SHEET

STOCK CORPORATION
PLEASE PRINT LEGIBLY

CORPORATE NAME
THE PHILODRILL CORPORATION

DIRECTORS OFFICERS
TAX

IDENTIFICATION

NAME NATiONALITY AND
INCR BOARD STOCK OFFICER EXEC NO TIN FOR

CURRENT RESIDENTIAL ADDRESS HOLDER COMM FILIPINOS or

PASSPORT NO
FOR FOREIGNERS

ALFREDO RAMOS
Filipino President 132-017-513

125 Pioneer St._Mandaluyong_City

AUGUSTO SUNICO
Filipino N/A 100-717-372

125 Pioneer St Mandaluyong City

PRESENTACION RAMOS
Filipino N/A

N/A
125-496-733

125 Pioneer St._Mandaluyong_City

CHRISTOPHER GOTANCO
Filipino N/A

N/A 125-114-467

125 Pioneer St._Mandaluyong_City

ADRIAN RAMOS
Filipino N/A

N/A
188-355-989

125 Pioneer St._Mandaluyong_City

FRANCISCO NAVARRO
Filipino Executive Vice- 100-717-285

125 Pioneer St Mandaluyong City President

MARCIANO PADILLA

Filipino N/A N/A 154-431-903

125 Pioneer St._Mandaluyong_City

HONORIO POBLADOR III

Filipino N/A N/A 112-105-590

Telecorns_Plaza_Sen._G.J._Puyat Ave._Makati_City

NICASIO ALCANTARA
Filipino NJA N/A 105-252-527

Alsons Bldg Pasong Tamo Ext Makati City

10 REYNALDO NAZAREA
Filipino N/A TreasurerNP Admin 100-717-294

125 Pioneer St Mandaluyong City

11 ALESSANDRO SALES
Filipino N/A VP for Exploration 106-208-128

125 Pioneer St Mandaluyong City and Production

12 ADRIAN ARIAS

Filipino N/A Corporate Secretary 107-439-052

125 Pioneer St Mandaluyong City

13

14

15

INSTRUCTIONS

FOR BOARD COLUMN PUT FOR CHAIRMAN FOR MEMBER FOR INDEPENDENT DIRECTOR
FOR INCR COLUMN PUT IF AN INCORPORATOR IF NOT
FOR STOCKHOLDER COLUMN PUT IF STOCKHOLDER IF NOT
FOR OFFICER COLUMN INDICATE PARTICULAR POSITION IF AN OFFICER FROM VP UP INCLUDING THE POSITION OF THE TREASURER

SECRETARY COMPLIANCE OFFICER AND/OR ASSOCIATED PERSON
FOR EXECUTIVE COMMITrEE INDICATE IF MEMBER OF THE COMPENSATION COMMITTEE FOR AUDIT COMMITTEE FOR NOMINATION

AND ELECTION COMMrrrEE ADDITIONALLY WRITE AFTER SLASH IF CHAIRMAN AND IF MEMBER

Page



GENERAL INFORMATION SHEET

STOCK CORPORATION

____ PLEASE PRINT LEGIBLY

CORPORATE NAME
THE PHILODRILL CORPORATION

TOTAL NUMBER OF STOCKHOLDERS NO OF STOCKHOLDERS WITH 100 OR MORE SHARES EACH

9291

TOTAL ASSETS BASED ON LATEST AUDITED FINANCIAL STATEMENTS

P1718482697.00

STOCKHOLDERS INFORMATION

TAX

AMOUNT PAID IDENTIFICATION

NAME NATIONALITY AND TYPE NUMBER AMOUNT OF PhP NO TIN FOR
CURRENT RESIDENTIAL ADDRESS PhP OWNER- FILIPINOS or

SHIP PASSPORT NO
FOR

FOREIGNERS

.PCD NOMINEE CORP common 140921578735 P1409215787.31 P1226597802.63

FuIino 73.4468%
37 fir Tower The Enterprise Ctr 003-461-151

6766 Ayala Ave cor Paseo de Roxas
Makati TOTAL

NATIONAL BOOK STORE INC common 1065631002 P110656310.02 P110656310.02

Filipino 5.7672%
Quad Alpha Centrum 000-325-972V
125 Pioneer St Mandaluyong City

TOTAL

VULCAN INDUSTRIAL MINING CORP common 9742830823 P97428308.23 P97428308.23
Filipino 5.0778%
7th FIr Quad Alpha Centrum 000-062-736

125 Pioneer St Mandafuyong City

TOTAL

ALAKOR CORPORATION common 5115639206 P51156392.06 P51156392.06

Filipino

9s Fir Quad Alpha Centrum 2.6662% 000-175-116
125 Pioneer St Mandaluyong City

TOTAL

ALAKOR SECURITIES CORPORATION common 2422303400 P24 223034.00 P24223034.00

Filipino

5th FIr Quad Alpha Centrum 1.2624% 003-461-151

125 Pioneer St Mandaluyong City

TOTAL

ALSONS CONSOLIDATED common 566720000 5667200.00 P5667200.00

ESOURCES INC 0.2953% 048-001-748-

Filipino 412

Alsons Bldg Pasong Tamo Extension

Makati City
TOTAL

CONRADO CHUA common 490565136 P4905651.36 P4905651.36

Filipino 133-047-980

30 Santiago St SFDM 0.2556%

Quezon City

TOTAL
TOTAL AMOUNT OF SUBSCRIBED CAPITAL

TOTAL AMOUNT OF PAID-UP CAPITAL

INSTRUCTION SPECIFY THE TOP 20 STOCKHOLDERS AND INDICATE THE REST AS OTHERS

Page



GENERAL INFORMATION SHEET

STOCK CORPORATION----PLEASE PRINT LEGIBLY

CORPORATE NAME

THE PHILODRILL CORPORATION
TOTAL NUMBER OF STOCKHOLDERS NO OF STOCKHOLDERS WITH 100 OR MORE SHARES EACH

9291

TOTAL ASSETS BASED ON LATEST AUDITED FINANCIAL STATEMENTS

P1718482897.00

STOCKHOLDERS INFORMATION

TAX

LMOUNT PAID IDENTIFIcATION

NAME NATIONALITY AND TYPE NUMBER AMOUNT OF PhP NO TIN FOR
CURRENT RESIDENTIAL ADDRESS PhP OWNER- FILIPINOS or

SHIP PASSPORT NO
FOR

FOREIGNERS

RCBC TA 72-230-8 common 385482500 3854825.00 P3854825.00 320 000-599-760

Filipino 0.2009%

RCBC Bldg Ayala Avenue

Makati City

TOTAL

ERNESTO CHUA CHIACO common 380000 000 P3800000.00 P3800000.00

Filipino
-___________

223 Recoletos St Urdaneta Viii Makati City 0.1980% 100-180-208

TOTAL

10 NICASIO ALCANTARA common 363200000 3632000.00 3.632000.00

Filipino

Alsons Bldg Pasong Tamo Extension 0.1892% 105-252-527

Makati City

TOTAL

11 .TRAFALGAR HOLDINGS PHIL INC common 360993600 3609936.00 3609936.00
Filipino

9th FIr Quad Alpha Centrum 0.1881% 000-192-318

125 Pioneer St Mandaluyong City

TOTAL

12 ALBERT AWAD common 351561991 351 5619.91 3515619.91

Filipino

2135-A Pasong Tamo St 0.1832% 105-336-546

Makati City

TOTAL

13 DOMINGO LIM common 350000000 3500000.00 P3500.000.00

Filipino

471-473 Paredes St 0.1824% 129-123-475

Binondo Manila

TOTAL

14 RCBC TRUST ACCOUNT 32-314-4 common 336882100 P3368821.00 P3368821.00

Filipino 0.1755%

RCBC Bldg Ayala Avenue 320-000-599-760

Makati City

TOTAL
TOTAL AMOUNT OF SUBSCRIBED CAPITAL

TOTAL AMOUNT OF PAID-UP CAPITAL

INSTRUCTION SPECIFY THE TOP 20 STOCKHOLDERS AND INDICATE THE REST AS OTHERS

Page



GENERAL INFORMATION SHEET

STOCK CORPORATION

------.-----PLEASE PRINT LEGIBLY

CORPORATE NAME
THE PHILODRILL CORPORATION

TOTAL NUMBER OF STOCKHOLDERS NO OF STOCKHOLDERS WITH 100 OR MORE SHARES EACH
9291

TOTAL ASSETS BASED ON LATEST AUDITED FINANCIAL STATEMENTS

P1718482897.00
sTOCKHOLDERS INFORMATION

TAX

AMOUNT PAID IDENTIFICATION

NAME NATIONALITY AND TYPE NUMBER AMOUNT OF PhP NO TIN FOR
CURRENT RESIDENTIAL ADDRESS PhP OWNER- FILIPINOS or

SI-HP PASSPORT NO
FOR

FOREIGNERS

15 ALBERTO MENDOZA /OR JEANIE common 317910514 P3179105.14 P3179105.14
MENDOZA 0.1656%

Filipino

1145 Aguilar Tondo 139-569-952

Manila TOTAL

CHRISTINE CHUA common 254097 005 P2540970.05 P2540970.05
Filipino 0.1324%
30 Santiago St SFDM 133-047-972

Quezon City

17 PHIL REMNANTS CO INC common 188247468 P1882474.68 P1882474.68

Filipino 0.0981%

2135-A Pasong Tamo St 321000137
Makati City 064

TOTAL

18 AYALA CORPORATION common 188068125 P1880681.25 P1880681.25

Filipino 0.0980%

do BPI Securities Ayala Avenue 000153-610
Makati City

19 ANITA TY common 179929796 P1799297.96 P1799297.96

Filipino 0.0937%
1401 San Marcelino 13-292-1 05

Ermita Manila

TOTAL

JOSE SANGALANG common 177476356 P1774763.56 P1774763.56

Filipino

1461 Oliman St San Miguel VIII Makati 0.0924% 147-407-845

TOTAL

21 OTHERS Indicate the number of the remaining common 17 709 687 601 P177 096 876.01 177096243.36

stockholders

9.2297%

TOTAL
TOTAL AMOUNT OF SUBSCRIBED CAPITAL p177096876.01

TOTAL AMOUNT OF PAID-UP CAPITAL P1736069436.21

INSTRUCTION SPECIFY THE TOP 20 STOCKHOLDERS AND INDICATE THE REST AS OTHERS

Page



GENERAL INFORMATION SHEET
STOCK CORPORATION

PLEASE PRINT LEGIBLY

THE PHILODRILL CORPORATION

N/A

TOTAL NO OF OFFICERS

11 18

RATION WITH SEC AND OTHER GOPT AGENCY NONE

SEC

N/A

N/A

N/A

BSP
N/A

N/A

N/A

CORPORATE NAME

INVESTMENT OF CORPORATE AMOUNT PhP DATE OF BOARD RESOLUTION

FUNDS IN ANOTHER CORPORATION

1.1 STOCKS N/A N/A

1.2 BONDS/COMMERCIAL PAPER Issued
N/A N/A

by Private Corporations

1.3 LOANSICREDITSIADVANCES WA N/A

1.4 GOVERNMENT TREASURY BILLS N/A N/A

1.5 OTHERS N/A NIA

INVESTMENT OF CORPORATE FUNDS IN ACTIVITIES UNDER ITS DATE OF BOARD DATE OF

SECONDARY PURPOSES PLEASE SPECIFY RESOLUTION STOCKHOLDERS
RATIFICATION

N/A NIA N/A

TREASURY SHARES %AS TO THE TOTAL
NO OF SHARES NO OF SHARES

ISSUED

N/A N/A

UNRESTRICTEDIUNAPPROPRIATED RETAINED EARNINGS AS OF END OF LAST FISCAL YEAR N/A

DIVIDENDS DECLARED DURING THE IMMEDIATELY PRECEDING YEAR

TYPE OF DMDEND AMOUNT PhP DATE DECLARED

5.1 CASH N/A N/A

5.2 STOCK N/A N/A

5.3 PROPERTY NIA N/A

TOTAL N/A N/A

ADDITIONAL SHARES ISSUED DURING THE PERIOD

DATE NO OF SHARES AMOUNT

N/A

SECONDARY LICENSEIREGISI

NAME OF AGENCY

TYPE OF

LICENSE/REGN

DATE ISSUED

N/A

DATE STARTED

OPERATIONS

IC

TOTAL ANNUAL COMPENSATION OF
DIRECTORS DURING THE PRECEDING

FISCAL YEAR in PhP

N/A

N/A

P720000.00

N/A

TOTAL NO OF RANK TOTAL MANPOWER
FILE EMPLOYEES COMPLEMENT

NOTE USE ADDITIONAL SHEET IF NECESSARY

29

Page



ADRIAN ARIAS Corporate Secretary OF THE ABOVE-MENTIONED CORPORATION DECLARE UNDER THE

PENALTY OF PERJURY THAT ALL MATTERS SET FORTH IN THIS GENERAL INFORMATION SHEET WHICH
CONSISTS OF EIGHT PAGES HAVE BEEN MADE IN GOOD FAITH DULY VERIFIED BY ME AND TO THE BEST OF
MY KNOWLEDGE AND BELIEF ARE TRUE AND CORRECT

UNDERSTAND THAT THE FAILURE OF THE CORPORATION TO FILE THIS GIS FOR EIGHT CONSECUTIVE

YEARS SHALL BE CONSTRUED AS NON-OPERATION OF THE CORPORATION AND GROUND FOR THE
REVOCATION OF THE CORPORATIONS CERTIFICATE OF INCORPORATION IN THIS EVENTUALITY THE

CORPORATIO ITS RIGHT TO HEARING FOR THE SAID REVOCATION

DONE THIS_______ DAY OF JULY 2010 IN MANDALUYONG CITY

ADRIAk ARIAS

Corporate Secretary

JUL 13 201U

SUBSCRIBED AND SWORN TO BEFORE ME ____________ PHILIPPINES ON______________
AFFIANT PERSONALLY APPEARED BEFORE ME AND EXHIBITED TO ME HIS COMMUNITY TAX CERTIFICATE NO
14991769 ISSUED AT MANDALUYONG CITY ON JANUARY 2010

NOTARY PUBLIC FOR ___________ CITY/PROVINCE

DOC NO ______ Notarial Commijopiiojnri ORDOLA
PAGE NO _______ Commission expires pqbqF itji IC
BOOK NO ______ Roll of 1ON NO NP-fl
SERIES OF ______ PTR EXPL ES DEC 31

IBP Na
.TR NO 3176482 fl412010 Q.C

ice res PNo7741a5
ROLL OFATTORNYNO 25103

Page



7010 JU1 12

THE PHILODRILL CORPORATION
8rn Floor Quad Alpha Centrum

/25 Pioneer Street Mandaluyong City 1550 Philippines

Tel 632 631-8151 631-1801 to 05 Fax 632 631-8080

E-mail infoàvhilodrill corn

Website www.philodrlll.com

Information Statement

Annual Stockholders Meeting
June 23 2010
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SECURITIES AND EXCHANGE

SEC FORM 20-IS

INFORMATION STATEMENT PURSUANT TO SECTION 20

OF THE SECURITIES REGULATION CODE

Check the appropriate box

Preliminary Information Statement

Definitive Information Statement

Name of Registrant as specified in its charter THE PHILODRILL CORPORATION

Jurisdiction of incorporation or organization Philippines

SEC Identification Number 38683

BIR Tax Identification Code 041000315612

8th Floor Quad Alpha Centrum 125 Pioneer St Mandaluyon2 City 1550

Address of principal office Postal Code

Registrants telephone number including area code 632 6318151-52 632 6311801-05

23 JUNE 2010 230 p.m Palawan Room EDSA Shan2ri-la Manila Garden Way Ortigas

Center Mandaluyon2 City

Date time and place of the meeting of security holders

Approximate date on which the Information Statement is first to be sent or given to security holders

23 May 2010

10 Name of Person Filing the StatementlSolicitor The Philodrill Corporation

Address 8th Floor Quad Alpha Centrum 125 Pioneer St Mandaluyong City 1550

Telephone No 632 6318151-52 632 6311801-05

11 Securities registered pursuant to Sections and 12 of the Code or Sections and of the

RSA information on number of shares and amount of debt is applicable only to corporate

registrants

Number of Shares of Common Stock

Title of Each Class Outstanding or Amount of Debt Outstanding

Common 191868805358

12 Are any or all of registrants securities listed in Stock Exchange

YES Philippine Stock Exchange Common Shares



THE PHILODRILL CORPORATION
Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City 1550 Philippines

Tel 632 631-8151 631-1801 to 05 Fax 632 631-8080

INFORMATION STATEMENT

PART

General Information

Item Date time and place of meeting of stockholders

The 2010 Annual Stockholders Meeting the Meeting of The Philodrill

Corporation the Company will be held on 23 June 2010 230 p.m at the

Palawan Room EDSA Shangri-la Manila Garden Way Ortigas Center

Mandaluyong City The coPplete mailing address of the Company is 8th Floor

Quad Alpha Centrum 125 Pioneer Mandaluyong City 1550 Philippines

This Information Statement and the accompanying Proxy Form will be first sent

to stockholders at least one month prior to the date of the Meeting in

accordance with the Companys By-Laws or on or before 23 May 2010

Item Dissenters Right of Appraisal

stockholder has the right to dissent and demand payment of the fair market value of his

shares in case any amendment to the Companys Articles of Incorporation has the

effect of changing or restricting the rights of any stockholder or class of shares or of

authorizing preferences over the outstanding shares or of extending or shortening the

term of corporate existence ii of any sale lease mortgage or disposition of all or

substantially all of the corporate assets and iii of merger or consolidation If at any

time after this Information Statement has been sent out an action which may give rise to

the right of appraisal is proposed at the Meeting any stokholder who voted against the

proposed action and who wishes to exercise his right of appraisal must make written

demand within thirty 30 days after the date of the Meeting or when the vote was taken

for the payment of the fair market value of his shares Upon payment he must surrender

his stock certificates No payment shall be made to any dissenting stockholder unless the

Company has unrestricted retained earnings in its books to cover such payment

NO corporate-action is berng proposed or submitted at the Meeting that may call for the

exercise of stockholders right of appraisal



Item Interest or Opposition of Certain Persons in Matters to be Acted Upon

NO director officer or associate of such director or officer has any substantial

interest direct or indirect by security holdings or otherwise in any matter to be

acted upon in the Meeting except election of directors

NO director of the Company has informed the Company in writing that he intends

to oppose any action to be taken by the Company at the Meeting

Control and Compensation Information

Item Voting Securities and Principal Holders Thereof

Class and Number of Shares The Compaiy has only one class of shares

Common Shares which are issued and transferable to both Philippine and non-

Philippine nationals provided that the Companys Common Shares shall not be

issued to non-Philippine nationals in excess of forty percent 40% of the

Companys outstanding capital stock As of Record Date the Companys

outstanding capital stock is 191 86880558 shares Each share is entitled to one

vote

Record Date The Record Date with respect to this solicitation is 24 March 2010

Only stockholders of record as at the close of business on 24 March 2010 are

entitled to notice of and to vote at the Meeting

Cumulative Voting Stockholders entitled to vote at the Meeting shall have the

right to vote in person or by proxy the number of shares registered in his name in

the stock transfer book of the Company for as many persons as there are directors

to be elected Each stockholder shall have the right to cumulate said shares and

give one nominee as many votes as the number of directors to be elected

multiplied by the number of his shares shall equal or he may distribute them on

the sameumulative voting principle among as many nominees as he shall see fit

provided that the number of votes cast by stockholder shall not exceed the

number of his shares multiplied by the number of directors to be elected

Owners of 5% or More The following persons are known to the Company to be

directly or indirectly the owner of more than 5% of the Companys voting

securities as of April 30 2010

Relationship Citizenship No of Shares Held
Percentage

Class Name/Address of Record Owner With Issuer Name of Beneficial Owner Ownership
Common PCD Nominee Corpotation Stockholder Various clients Filipino 71584062417 37.31%

37/F Tower
Enterprise Center Notes and

6766 Ayala Ave Makati

Common Alakor Securities Corporation Stockholder National Book Store Inc Filipino 5524.998975 1852%
5/F Quad Alpha Centrum

125 Pioneer Mandaluyong

Common Alakor Securities Corporation Stockholder Alakor Corporation Filipino 34038593.801 17.74%

5/F Quad Alpha Centrum



125 Pioneer Mandaluyong

Common National Book Store Inc Stockholder National Book Store Inc Filipino 11065631002 5.76%

4/F Quad Alpha Centrum

125 Pioneer Mandaluyong

Common Vulcan Industrial Mining Corp Stockholder Vulcan Industrial Mining Filipino 9742830823 5.07%

7/F Quad Alpha Centrum Corp

125 Pioneer MandaluyOng

Note The number of shares held by PCD Nominee Corporation PCD is net of the shares held by Alakor Securities Corporation

ASC for the accounts of National Book Store Inc NBS and Alakor Corporation AC

NQg Of the 71584062417 shares held by PCD68436647850 shares have been fully paid and issued while 3147414567 are

subscribed Of the 355206298975 shares held by ASC for NBS 18789033173 shares have been fully paid and issued while

16735965802 are subscribed Of the 34038593801 shares held by ASC for AC 1730268000 shares have been fully paid and

issued while 16735965801 are subscribed

Note The shares registered in the name of PCD are beneficially owned by its clients Thus PCD does not vote the number of

shares registered in its name instead PCD issues.ageneral proxy constituting and appointing each of its participants as PCDs proxy

to vote fOr the number of shares owned by such participant in PCDs books as of Record Date The proxies of ASC NBS AC and

Vulcan Industrial Mining Corporation VIMC are appointed by their respective Boards of Directors and the Company becomes

aware of such proxies only when the appointments are received by the Company Based on previous practice Mr Aifredo Ramos

has been appointed proxy for ASC NBS AC and VIMC for the previous years Mr Ramos has direct/indirect interest/shareholdings

in NBS AC and VIMC

Voting Trust Holders of 5% or more To the extent known to the Company there

is NO person holding more than 5% of the Companys voting stock under

voting trust or sirfiilar agreement

Stock Ownership of Management The Companys directors Chief Executive

Officer CEO and four most highly compensated officers own the following

number of shares as of April 30 2010

AmountlNature of Beneficial Ownership

Subscribed

Name of Beneficial Owner jgç Indirect Qjçc Indirect Citizenshio Ownership

Common Alfredo Ramos 0/CEO 8820 5826650 2205 Filipino 0.003%

Common Presentacion Ramos 100000 217000000 25000 Filipino 0.0011%

Common Augusto Sunico 4917 7647029 1799675 Filipino 0.004%

Common Christopher Gotanco 1952700 23696600 2907.325 5841700 Filipino 0.16%
Common Adrian Ramos 1000000 71658508 250000 6664625 Filipino 0.0006%

Common Francisco Navarro DIO 745600 20186400 13725000 Filipino 0.013%

Common Nicasio Alcantara 363200000 Filipino 0.23 7%

Common Honorio Poblador III 29900000 Filipino 0.019%

Common Marciano Padilla 10000 Filipino 0.0006%

Common Reynaldo 1azarea 88525000 22.13 1250 Filipino 0.0005%

Common Alessandro Sales 10000000 2500.000 Filipino 0.00006%

Common Isabelita Matela 273200 511952 Filipino 0.00004%

As of Record Date the aggregate number of shares owned by the Companys
directors Chief Executive Officer four most highly compensated officers and

nominees is 898094156 shares or approximately 0.47% of the Companys

outstanding capital stock Except for shares appearing on record in the names of

the directors and officers above the Company is not aware of any shares which

saidpersons may have the right to acquire beneficial ownership

NO change in the control of the Company has occurred since the beginning of the

last fiscal year



Item Directors and Executive Officers

The names ages citizenship positions and periods of service of directors

executive officers and persons
nominated toe-become such are as follows

Aifredo Ramos

Augusto Sunico

Christopher Gotanco

Adrian Ramos

Honorio Poblador Ill

Nicasio Alcantara

Presentacion Ramos

Francisco Navarro

Marciano Padilla

Reynaldo Nazarea

Alessandro Sales

Adrian Arias

CitizenshiD Position

66 Filipino Chairman of the Board

Compensation

Nominations/Audit

Compensation/Audit

Compensation/Audit

Nominations/Audit

Nominations non-voting

2005-Present

2008-Present

2006-Present

2004-Present

2005-Present

Directors elected- in the Annual Stockholders Meeting have term of office of

one year and serve as such until their successors are elected in the next

succeeding annual stockholders meeting provided that director elected to fill

vacancy in the Board shall sçrve only the inexpired term of his predecessor

All directors of the Company were elected in the 2009 Annual Stockholders

Meeting held on 26 June 2009 and have since served in such capacity

The names of the members and chairpersons of the Companys corporate

governance committees are as follows

Nicasio Alcantara

Alfredo Ramos

Christopher Gotanco

Reynaldo Nazarea

Nominations Committee

Independent Director Chairman

Director Member

Director Member

Treasurer and Vice-President for

AdministrationNon-voting Member

Compensation Remuneration Committee

Honorio Poblador III Independent Director Chairman

Augusto Sunico Director Member

Adrian Ramos Director Member

Honorio Poblador III

Nicasio Alcantara

Christopher Gotanco

Adrian Ramos

Audit Committee

Independent Director Chairman

Independent Director Member

Director Member

Director Member

Period of service Committee Membershii Period of Service

1992-Present Nominations 2004-Present

President 1989-Present

81 Filipino Director 1984-Present

60 Filipino Director 2005-Present

31 Filipino Director 2006-Present

62 Filipino Independent Director 2002-Present

66 Filipino Independent DiIBctôr 2005-Present

67 Filipino Director 1997-Present

66 Filipino Director 2006-Present

Exec Vice President 2005-Present

39 Filipino Director 2009-Present

58 Filipino Treasurer VP-Admin 1987-Present

51 Filipino VP-Exploration Prod 2005-Present

47 Filipino Corporate Secretary 1992-Present

2004-Present



There are NO arrangements that may result in change in control of the

Company

Independent Directors Pursuant to Securities Regulation Code SRC Sec 38 and

Rule 38.1 the Company is required to haveat least two independent directors

The Companys incumbent independent directors are Messrs Honorio

Poblador III and Nicasio Alcantara

In line with the guidelines set by the Nominations Committee and approved by

the Board of Directors the Nominations Committee receives the names of

nominees and screens them based on the policies and parameters for screening

nominees for independent directorship The final list of candidates with the

information required under Part IVA and of Annex of SRC Rule 12 is

herewith attached Mr Noel Del Castillo nominated Mr Nicasio Alcantara

while Patrick Caoile nominated Mr Honorio Poblador III for re-election as

independent directors of the Company for the ensuing fiscal year 2010 Messrs

Castillo and Caoile are not related to either or both Messrs Alcantara and

Poblador

Messrs Alcantara and Poblador have always possessed the qualifications and

none of the disqualifications of an independent director

Business Experience of Executive Officers and Directors

Mr Aifredo Ramos is the Chairman of the Board and President/CEO of the

Company He serves as director and/or executive officer and maintains business

interests in companies involved in the printing publication sale and distribution

of books magazines and other printed media 1962-present mining 1988-

present oil and gas exploration 1989-present property development 199 1-

present shopping center 1992-present financial services 1992-present

department store 1993-present retail 1999-present and transportation 1996-

present among others In addition to the reporting companies listed in Item

5a6 below Mr Ramos is also affiliated as director and/or officer of the

following companies

Abacus Book Card Corporation MRT Holdings Inc

Alakor Corporation North Triangle Depot CommlCorp

Crossings Department Store Corp National Book Store Inc

MRT Development Corporation Shangri-La Plaza Corporation

Ms Presentacion Ramos is Director of the Company She serves as director

and/or executive officer and maintains business interests in mpanies involved

in the printing publication sale and distribution of books magazines and other

printed media 1975-present oil and gas exploration 1984-present department

store- 1993-present mining 1993-present and stock brokerage 1996-present

among others In addition to the reporting companies listed in Item 5a6 below



Ms Ramos is also affiliated as director and/or officer of the following

companies

Abacus Book Card Corporation National Book Store Inc

Alakor Corporation Zenith Holdings Corporation

Crossings Department Store Corp

Mr Augusto Sunico is Director of the Company He serves as director

and/or executive officer in companies involved in university education 1980-

present oil and gas exploration 1984-present mining 1991-present property

development 1991-present financial services 1992-present shopping center

1992-present and stock brokerage 1994-present among others In addition to

the reporting companies listed in Item 5a6 below Atty Sunico is also

affiliated as director and/or officer of the following companies

Manuel Quezon University Sunico Malabanan Law Offices

Marian Security Agency Inc Valle Verde Country Club Inc

Shangri-La Plaza Corporation

Mr Christopher Gotanco is Director of the Company He serves as

director and/or executive officer in companies involved in oil and gas exploration

1982-present mining 1993-present investment holdings 1995-present

transportation 1996-present property development 1996-present and financial

services among others In addition to the reporting companies listed in Item

5a6 below Mr Gotanco is also affiliated as director of the following

companies

Carmen Copper Corporation MRT Development Corporation

MRT Holdings Inc North Triangle Depot Comml Corp

Mr Francisco Navarro is Director and the Companys Executive Vice

President He has headed the exploration and development groups of and served

as director in various companies involved in oil and gas exploration 1982-

present and mining 1993-present In addition to the reporting companies listed

in Item a6 below Mr Navarro is also affiliated as director of the following

companies

Alexandra Condominium Corp Quad Alpha Condominium Corp

Mr Adrian Ramos is Director of the Company He serves as director and/or

executive officer in companies engaged in the printing publication sale and

distribution of books magazines and other printed media 1996-present

investment holdings 2005-present securities 2005-present property

development and infrastructure 2006-present mining 2006-present and bulk

water supply 2006-present among others In addition to the reporting companies



Mr Marciano Padilla is Director of the Coppany He has served as

director and executive officer of companes involved in nimI feeds trucking

and agriculture 1995-present security services 2002-present and food services

1992-present In addition to the reporting companies listed in Item 5a6
b1ow Mr Padilla is also affiliated as director and/or officer of the following

cOmpanies

Mr Nicasio Alcantara is an Independent tirector of the Company He has

served as director and/or executive officer and maintained business interests in

companies involved in petroleum refinery and distribution Petron Corporation

cement Alsons Cement Corp power and energy Alsons Consolidated

Resources Inc finaiicial services All Asia Capital Leasing Corp agriculture

Sarangani Agricultural Co Inc and diversified holdings Alsons Sons

hc among others Mr Alcantara is affiliated as director and/or officer of the

following companesc

Lima Land Inc

Refractories Corp of the Phils

Sarangani Agricultural Co Inc

Seafront Petroleum Corp

Mr Honorio Poblacor III is an Independent Director of the Company He has

served as director and/or executive officer and maintained business interests in

companies involved in telecommunications Phil Communications Satellite

Corp and Phil Overseas Telecommunications Corp property development

FC Realty Corp and diversified holdings Alsons Consolidated Resources

Inc among others Mr Poblador is affiliated as director and/Or officer of the

following companies

Asmaco Inc Myriad Resources Corp

Asuncion Agro-Realty Corp Phil Comm.$atellite Corp

Elncr Investment Co Inc Phil Overseas Telecom Corp

listed in Item 5a6 belpw Mr Ramos isilsô 1Iated as director dnd/or

officer of the following companies

Alakor Corporation

Aquatlas Incorporated

Carmen Copper Corporation

Music One Corporation

Peakpres Corporation

Zenith Holdings Corporation

Angeles Feeds Inc

Angeles General Haulers Inc

Angeles Harvest Inc

Padis Point Restaurant Group

Safeguard Security GrOup

Alsons Corporation

AJsons Devt Investment Inc

lsons Land Corporation

BDO Private Bank Inc

Alcantara Sons Inc
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Mr Reynaldo Nazarea is the Companys Treasurer and Vice President for

Administration He has served as director of the following companies involved

in financial services and property development 1987-present

Penta Capital Finance Corporation Penta Capital Investment Corp

Penta Capital Holdings Inc

Mr Alessandro Sales is the Companys Vice President for Exploration He has

implemented the Companys oil exploration and development programs for the

past ten 10 years

Atty Adrian Arias is the-cOmpanys Corporate Secretary He has been in active

corporate law practice for more than fifteen 15 years and has served as director

of the following companies involved in financial services

Penta Capital Finance Corporation Penta Capital Investment Corp

Directors with other directorships held in reporting companies

Alfredo Ramos Anglo Philippine Holdings Corporation The Philodrill Corporation

Atlas Consolidated Mining Devt Corp United Paragon Mining Corp

Philippine Seven Corporation Vulcan Industrial Mining Corp

Shang Properties Inc

Augusto Suntco Alakor Securities Corporation Shang Properties Inc

Anglo Philippine Holdings Corporation The Philodrill Corporation

Penta Capital Finance Corporation United Paragon Mining Corp

Penta Capital Investment Corporation Vukan Industrial Mining Corp

Presentacion Ramos Alakor SecMrities Corporation The Philodrill Corporation

Anglo Philippine Holdings Corporation Vukan Industrial Mining Corp

Christopher Gotanco Anglo Philippine Holdings Corporation Penta Capital Investment Corporation

Atlas Consolidated Mining Dev Corp The Philodrill Corporation

Boulevard Holdings Inc Vulcan Industrial Mining Corp

Penta Capital Finance Corporation

Francisco Navarro Anglo Philippine Holdings Corporation Vukan Industrial Mining Corp

The Philodrill Corporation

Adrian Ramos Alakor Securities Corporation The Philodrill Corporation

Anglo Philippine Holdings Corporation United Paragon Mining Corp

Atlas Consolidated Mining Dev Corp Vulcan Industrial Mining Corp

Marciano Padilla Atlas Consolidated Mining Dev Corp The Philodrill Corporation

Significant Employees Other than its executive officers the Company has not

engaged the services of any person who is expected to make significant

contributions to the business of the Company The Company Is not dependent on

the services of certain key personnel and there are no arrangements to ensure that

these persons will remain with the Company and not compete upon termination
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Family Relationships Mr Aifredo Rpmos Chamnan of the Board and

President is the husband of Ms Presentaion Ramos Director and the brther

in-law of Atty Augusto Sunico Mr Adrian.S Ramos Director and Mr
Marciano Padilla Director are the son and son-in-law respectively of Mr
Alfredo Ramos and Ms Presentacion Ranios

Involvement Certain Legal Proceedings For the past five years up to the

date this Information Statement is .sent to stockholders the Company is NOT
aware

Of any bankruptcy petition filed by or against any business of whch any

director executive officer underwriter or control person of the Company

was general partner or executive officer either at the time of the

bankruptcy or within two years priorto that time

ii Of any conviction by final judgment including the nature of the offense

in criminal proceeding domestic or foreign or being subject to

pending ciithinal proceeding domestic or foreign excluding traffic

violations and other minor offenses involvmg any director executive

offiôer underwriter or control person of the Company

iii Of any director executive officer underwriter or control person of the

Company being subject to any order judgment or decree not

subsequently reversed suspended or vacated of any court of competent

jurisdiction domestic or foreign permanently or temporarily enjoining

barring suspending pr otherwise limiting his involvement in any type of

business surities commodities or banking activitiàs and

iv Of any director executive officer underwriter or control person of the

Company being found by dOmestic or foreign court of competent

jurisdiction in civil action the Commission or comparable foreign

body or domestic or foreign Exchangó or other organized trading market

or self regulatory organization to have violated securities or

commodities law or regulation and the judgment has not been reversed

suspended or vacated

10 Related Party Transactions There had been NO transaction during the last two

years to which the Company was or is to be party in which any director or

executive officer of the Company or owner of more than 10% of the Companys
voting stock or voting trust holder ofiO% or more of the Companys shares or

any member of the immediate family including spouse parents children

siblings .and in-laws of any of these persons had or is to have direct or indirect

material interest In the ordinary and regular course of business the Company had

transctions with related parties i.e companie with shareholders common with

the Company during the last two years coilsisting principally of advances TO

12



related parties and 1oans/adances FROM relited parties The identities of these

related partIes including the amounts and dçtails of the transactions are disclosed

in Note 15 of the Companys 2009 Audited Flæàncial Statements copy of Much

is attached hereto

The business purpose of related party transactions is to address immediate

working capital requrements of related parties in case of advances TO
related parties or the Cciupan in case of loans/advances FROM related

parties

ii Note 15 of the Companys 2009 Audited Financial Statements identifies

the related parties ansaction business with the registrant and nature of

relationship

iii All transactions with related parties are based on prevailing

marketJothxnercial rates at the time of the transaction

iv There are NO disclosures representing that thetransactions with related

parties haceieen evaluated for fairness inasmuch as the bases of all

transactiots with related parties were the prevailmg market/commercial

rates at the time of the transaction or valuation study conducted by

third party consultaitover wlieh neither the Company nor the related

parties have any control or influence wtitsoever

There are NO on-going contractual or other commitments as result of

related palties transactions the arrangement other than the repayment of

money lent or advanccd

vi There were NO transactions with parties that fall outside the definition of

related parties under SFASIIAS No 24 Neither were there any
transactions with persons with whom the Company or its related parties

have relationship that enabled the parties to negotiate terms of material

transaction that may not be available from other more clearly

independent parties on an arms length basis

11 Parent of the CompanV NO person holds more tha 50% of the Companys
votixig stock and the Company has NO parent company

NO director has advised the Company of his/her resignation from or declination

to stand for re-election to the Board of Directors

Item Compeflsation of Directors and Executive Officers

The aggregate compensation paid or accrued during the last two years and to be paid

in the ensuing year to the Companys Chief Executive Officer and four most highly

compensated executive officers named belOw as group are

13



Name Position Year Salary Bonus Other Annuaj

Compensation

Aifredo Ramos Chairman/President

Francisco Navarro Exec Vice President

Reynaldo Nazarea Treasurer VP-Admin

Alessandro Sales VP-Explo Production

Isabelita Matela AVP Finance

2008 6763054 -0- -0-

2009 7472674 -0- -0-

2010 est 8369395 -0- -0-

All Officers and directors

as group unnamed 2008 9263932 -0- -0-

2009 10433103 -0- -0-

2010 est 11522676 -0- -0-

For the years 2008 and 2009 and the first quarter of 2010 there were NO bonusesand

other compensation paidto directors and executive officers except for the 3th month pay

which is already included in the amounts above

For the most recently completed fiscal year and the ensuing fiscal year directors received

and will receive per diem of5O00.00 per month to defray their expenses in attending

board meetings There are no other arrangements for compensation of directors as such

during the last fiscal year and for the ensuing fiscal year

The Company maintains standard employment contracts with Messrs Aifredo Ramos
Francisco Navarro Reynaldo Nazarea and Alessandro Sales which provide for

their respective compeisation and benefits irtcluding entitlement to health benefits

representation expenses and Company car plan

Other than what is provided under applicable labor laws and existing retirement plan

there are NO compensatory plans or arrangements with executive officers entitling them

to receive more than 250O000.O0 as result of their resignation retirement or any
other termination of employment or from change in control of the Company or

change iii the officers responsibilities following change in control of the Company

There are NO warrants or options outstanding in favor of directors and officers

Item Independent Public Accountants

The accounting firm of SyCip Gorres Velayo Company SGV with address at

6760 Ayala Avenue Makati City was appointed external auditor of the Company
in the 2007 2008 and 2009 Annual Stockholders Meetings with Messrs Aidrin

Cerrado Martin Guantes and Alvin Pinpin being the partners-in-charge for

2007 2008 and 2009 respectively
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The Company is submitting to the stockholders for approval the appointment and

election of SGV as independent public accountant for fiscal year 2010

The fees of the external auditor in the past three years are as follows

Year Audit Audit Related Fees Tax Fees Other Fees

2009 P475.000.00

2008 P440000.00

2007 P400000.00

For the past three years the Company has not engaged the services of SGV

except for the audit and review of the annual financial statements in connection

with statutory and regulatory filings for the years 2007 2008 and 2009 The

amounts under the caption Audit Audit Related Fees for the years 2007 2008

and 2009 pertain to these services

The Audit Committee has an existing policy prohibiting the Company from

engaging the external auditor to provide services that may adversely impact its

independence including those expressly prohibited by regulations of the

Securities Exchange Commission SEC

Not applicable

SGV representatives are expected to be present at the Meeting and they will have

the opportunity to make statement and respond to appropriate questions

SGV has been the Companys independent external auditor for the past ten 10
years Mr Jose Carlitos Cruz was the partner-in-charge for five years until

2003 and was succeeded by Mr Jaime Del Rosario for 2004-2005 in compliance

with SEC Memorandum Circular No series of 2003 Rotation of External

Auditors For 2006 Mr Jose Carlitos Cruz was again the partner-in-charge of the

Companys audit and was succeeded in 2007 by Mr Alvin Cerrado For 2008

Mr Martin Guantes was the partner-in-charge of the Companys audit For

2009 Mr Alvin Pinpin was the partner-in-charge of the Companys audit

The Company NEVER had any disagreement with SGV or with the partners-in-

charge of audit on any matter of accounting principles or practices financial

statement disclosures or auditing scope or procedures and the Company did not

engage any new independent external auditor either as principal accountant to

audit the Companys financial statements or as an independent accountant on

whom the principal accountant has expressed or is expected to express reliance in

its report regarding significant subsidiary during the two most recent fiscal

years or any subsequent interim period

NO independent accountant engaged by the Company as principal accountant or

an independent accountant on whom the principal accountant expressed reliance
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in its report regarding significant subsidiary has resigned or has declined to

stand for re-election after completion of the current audit or was dismissed

Item Compensation Plans

NO action is to be taken with respect to any plan pursuant to which cash or non-cash

compensation may be paid or distributed The Company has NO existing stock options warrants

or rights plan and NO such plans are being submitted at the Meeting

Issuance and Exchange of Securities

Item Authorization of Issuance of Securities Other than for Exchange N.A

Item 10 Modification or Exchange of Securities N.A

Item 11 Financial and Other Information

See the Companys 2009 Audited Financial Statements accompanying this Information

Statement

Items 12-13 Not Applicable

Item 14 Restatement of Accounts

NO restatement of any account has been made from the time the Companys financial

statements were last audited 31 December 2009 up to the date of this Information

Statement

NO action will be taken at the Meeting with respect to the restatement of any asset

capital or surplus account of the Company

Other Matters

Item 15 Action with Respect to Reports

The following matters shall be submitted to the stockholders for approval at the Meeting

Minutes of the 26 June 2009 Annual Meeting of Stockholders

Approval of the Minutes of the 26 June 2009 Annual Stockholders Mec constitutes

ratification of the accuracy and faithfulness of the Minutes to the events that transpired

during the said meeting This does not constitute second approval of the same matters

taken up thereat which have already been approved
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Annual Report for the year ended 31 December 2009 copy containing the

information required by SRC Rule 20A is enclosed

Approval of the Annual Report constitutes ratification of the Companys performance

during the previous fiscal year as contained therein

Acts and Resolutions of the Board of Directors and Management from date

following the last Annual Stockholders Meeting 26 June 2009 to the present

23 June 2010 including but not limited to the following

Authorizing the corporate officers of the Company to open Dollar Time Deposit

with UCPB Pioneer Branch 26 June 2009

Authorizing the President as the Companys proxy for the Annual Stockholders

Meeting of Anglo Philippine Holdings Corp 26 June 2009

Authorizing the President as the Companys proxy for the Annual Stockholders

Meeting of United Paragon Mining Corp 26 June 2009

Authorizing the corporate officers of the Company to handle and transact business

on matters regarding the sale of companys shares of stocks of Anglo Philippine

Holdings Corp 18 August 2009

Authorizing the Company to enter into Revised Listing Agreement with the

Philippine Stock Exchange Inc relative to the Companys status as listed

company 18 August 2009

Authorizing the Company to apply for Globe Broadband Landline Business

Package with Globe Telecom Inc 17 February 2010

Setting of the date time venue and record date for the Annual Stockholders

Meeting of the Company 17 February 2010 and

Appointment of Company proxy to the annual stockholders meeting of Penta

Capital Investment Corporation and Penta Capital Holdings Inc 24 March 2010

Item 16 Matters Not Required to be Submitted

Proofs of transmittal to stockholders of the required Notice for the Meeting and of the

presence of quorum at the Meeting form part of the Agenda for the Meeting but will not

be submitted for approval by the stockholders

Item 17 Amendment of Articles of Incorporation and By-Laws NONE
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Item 18 Other Proposed Action

NO ACTION on any matter other than those stated in the Agenda for the Meeting is

proposed to be taken except matters of incidence that may properly come at the Meeting

Item 19 Voting Procedures

For corporate matters that will be submitted for approval and for such other matters as

may properly come at the Meeting vote of the majority of the shares present or

represented by proxy at the Meeting is necessary for their approval Voting shall be done

viva voce or by the raising of hands and the votes for or against the matter submitted shall

be tallied by the Secretary

PART II

INFORMATION REQUIRED IN PROXY FORM

Part II and its required disclosures are not relevant to the Company since the Company is not

requesting or soliciting proxies
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SIGNATURE PAGE

After reasonable inquiry and to the best of my knowledge and belief certify that the

information set forth in this Information Statement are true complete and correct This report is

signed in the City of Mandaluyong on 26 April 20 10

ADRIAN ARIAS

Corporate Secretary

Materials accompanying this Information Statement

Notice of the Annual Stockholders Meeting with Agenda

Proxy Form

Final List of Candidates

Management Report 2009

Audited Financial Statements 2009

Unaudited Interim Financial Statement as of 3/31/10
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FINAL LIST OF CANDIDATES
FOR ELECTION AS INDEPENDENT DIRECTOR

Candidates for Election as Independent Director

Identity names and ages of candidates for election as Independent

Director

Name Age Current Position Period of service

From To

Honorio Poblador III 64 Independent Director 2002 Present

Nicasio Alcantara 67 Independent Director 2005 Present

Messrs Alcantara and Poblador have always possessed the qualifications and none of the

disqualifications of an independent director

Directors elected in the Annual Meeting of Stockholders have term of office of one

year and serve as such until their successors are elected and qualified in the next

succeeding Annual Meeting of Stockholders provided that director who was elected to

fill in vacancy arising in the Board shall only serve the unexpired term of his

predecessor

Business Experience During the Past Five Years of Candidates for Independent

Directors

Mr Nicasio Alcantara is an Independent Director of the Company He has served as

director and/or executive officer and maintained business interests in companies

involved in petroleum refinery and distribution Petron Corporation cement Alsons

Cement Corp power and energy Alsons Consolidated Resources Inc financial

services All Asia Capital Leasing Corp agriculture Sarangani Agricultural Co Inc
and diversified holdings Alsons Sons Inc among others Mr Alcantara is

affiliated as director and/or officer of the following companies

Alsons Corporation Lima Land Inc

Alsons Devt Investment Inc Refractories Corp of the Phils

Alsons Land Corporation Sarangani Agricultural Co Inc

BDO Private Bank Inc Seafront Petroleum Corp

Alcantara Sons Inc

Mr Honorio Poblador III is an Independent Director of the Company He has served

as director and/or executive officer and maintained business interests in companies

involved in telecommunications Phil Communications Satellite Corp and Phil

Overseas Telecommunications Corp property development FC Realty Corp and

diversified holdings Alsons Consolidated Resources Inc among others Mr Poblador is

affiliated as director and/or officer of the following companies
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Asmaco Inc Myriad Resources Corp
Asuncion Agro-Realty Corp Phil Comm Satellite Corp
Elnor Investment Co Inc Phil Overseas Telecom Corp

Candidates for Independent Director with directorships in reporting

companies

Honorio Poblador III Philippine Comm Satellite Corp

Nicasio Alcantara Alsons Corporation

Family Relationships

The candidates for election as independent directors of the Company are NOT related by

consanguinity or affinity either with each other or with any other member of the

Companys Board of Directors

Involvement in Certain Legal Proceedings

The Company is not aware of any bankruptcy petition filed by or against any

business of which an independent director person nominated to become an independent

director of the Company was general partner or executive officer either at the time of

the bankruptcy or within two years prior that time any conviction by final

judgment in criminal proceeding domestic or foreign or being subject to pending

criminal proceeding domesticThr foreign excluding traffic violations and other minor

offenses of any independent director person nominated to become an independent

director ally order judgment or decree not subsequently reversed suspended or

vacated of any court of competent jurisdiction domestic or foreign permanently or

temporarily enjoining barring suspending or otherwise limiting the involvement in any

type of business securities commodities or banking activities an independent director

person nominated to become an independent director of the Company and judgment

against an independent director person nominated to become an independent director of

the Company found by domestic or foreign court of competent jurisdiction in civil

action the Philippine Securities and Exchange Commission or comparable foreign body

or domestic or foreign exchange or electronic marketplace or self-regulatory

organization to have violated securities or commodities law and the judgment has not

been reversed suspended or vacated

There had been NO transaction during the last two years nor is any transaction presently

proposed to which the Company was or is to be party in which any independent

director of the Company or nominee for election as an independent director or any

member of the immediate family including spouse parents children siblings and in

laws of any of the foregoing persons had or is to have direct or indirect material

interest In the ordinary and regular course of business the Company had or may have

transactions with other companies in which some of the foregoing persons may have an

interest

21



Security Ownership of Candidates for Independent Directors

The candidates for independent directors own the following number of voting shares as

of the Record Date 24 March 2010

Amount/Nature of Beneficial Ownership

Issued Subscribed

Class Beneficial Owner Direct Indirect Direct Indirect Citizenship Percent Ownership

Common Nicasio Alcantara 3632000 Filipino 0.236%

Common Honorio Poblador 111 299000 Filipino 0.019%

As of the Record Date the aggregate number of shares owned by the candidates for

election as independent director is 393100000 shares or approximately 0.20% of the

Companys outstanding capital stock

Voting Trust Holders of 5% or More

The candidates for election as independent director do not hold more than 5% of any

class of the Companys securities under voting trust or similar agreement

Changes in Control

The election of independent directors will NOT result in change in control of the

Company

All the Companys independent directors were elected in the 2009 Annual Stockholders

Meeting held on 26 June 2009 and have since served in such capacity
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CERTIFICATION OF INDEPENDE DI

HONORIO POBLADOR III Filipino of legal age and si eat of

Wack Condominium Mandaluyong City having been duly sworn to in accordance wi aw

hereby declare that

am an Independent Director of The Philodrill Corporation

am affiliated with the following companies or organizations

Company/Organization Position/Relationship Period of Service

Elnor Investment Corp Chairman

Asuncion Agro-Realty President

Asmaco Inc President

Myriad Resources President

possess all the qualifications and none of the disqualiflcations to serve as an

Independent Director of The Philodrill Corporation as provided for in Section 38 of

the Securities Regulation Code and its Implementing Rules and Regulations

shall faithfully and diligently comply with my duties and responsibilities as

Independent Director under the Securities Regulation Code

shall inform the Corporate Secretary of The Philodrill Corporation of any changes

in the abovementioned information within five days from its occurrence

Done this

APR 22 2010
at lhndaluyong City

HONORIO POBLADOR III

Afflant

SUBSCRIBED AND SWORN to before me this
APR 22_2010g Mandaluyong

CityafflantexhibitintomehisCommunityTax Ccii
14995165 5Manda1uyong City

tTTY
0January 2u10

OT4 RIA co4 PUBLIC

C11SS1ON
PIIR NO 3176s ic NP.052

31 20i1

IBPNO 77 1/04/2010 Qc
.C

Doc.No

Page No
Book No
Series of 201

23



CERTIFICATION OF INDEPENDENT

NICASIO ALCANTARA Filipino of legal age and

Road Forbes Park Makati City having been duly sworn to in

declare that

am an Independent Director of The Philodrill Corporation

am affiliated with the following companies or organizations

Company/Organization Position/Relationship Period of Service

Alsons Corporation Director 1994 to present

Alsons Land Corporation Director 1994 to present

Lana Land Inc Director 1995 to present

Refiactories Corp of the Phils Director 1976 to present

Sarangani AiCo Inc Director 1978 to present

Alsons Dcv Investment Corp Director 1962 to present

Seafront Petroleum Director 1995 to present

BDO Private Bank Inc Director 2009 to present

possess all the qualifications and none of the disqualifications to serve as an

Independent Director of The Philodrill Corporation as provided for in Section 38 of

the Securities Regulation Code and its Implementing Rules and Regulations

shall faithfully and diligently comply with my duties and responsibilities as

Independent Director under the Securities Regulation Code

shall inform the Corporate Secretary of The Philodrill Corporation of any changes

in the ahoy tioned information within five days from its occurrence

APRTI2OIO
Done this at Makati

CitY.1

NICASIO ALCANTARA
Affiant

SUBSCRIBED AND SWORN to before me th4PR 222010 at Mandaluyong

City afilant exhibiting to me his Community Tax Cert ___________at

on PassportlXX254OSl9 issued on 11/19/08 valid until

2/ 11/18/13 issued by DFA Manila

Doc.No

Page No ATTY JrEL HORDOLA
BookNo...1.j.... NUIARY PuBLIC

Series of 2010 T1OTAR1AL COMMISSIION NO NP-052

CMMISS1ON EXP1RS DEC 31 2U11

PIR NO 3176482 li4/2O10 Q.C
JBP NO 774185 1Il/2O1O

Q.C

ROLL OFATOR4EY NO 25iu3
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THE PHILODRILL CORPORATION
Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City Philippines

Tel 632 631-8151 631-1801 to 05 Fax 632 631-8080

MANAGEMENT REPORT ACCOMPANYING INFORMATION STATEMENT
PURSUANT TO SRC RULE 204

Audited/Interim Financial Statements

The audited consolidated financial statements of The Philodrill Corporation the

Company for the fiscal year ended 31 December 2009 and unaudited consolidated

interim financial statements for the period ended March 31 2010 are attached hereto

II Disagreement with Accountants on Accounting and Financial Disclosure

NONE

III Managements Discussion and Analysis or Plan of Operations

Full fiscal years

Financial Condition Changes in Financial Condition and Results of

Operations

Financial highlights for the years 2009 2008 and 2007 are presented below

in thousands of Pesos 2009 2008 2007

Petroleum revenues 328780 133367 168952

Operating income 108953 16891 29500

Net income loss 108605 15100 28056

Total assets 1718483 1498939 1534758

Net worth 1701303 1339100 1398339
Issued subscribed capital 1918688 1534950 1534950

Earnings Per Share P0.0006 P0.0001 P0.0002

Interim Period

Financial Condition Changes in Financial Condition and Results of

Operations

Financial highlights for the period ended March 31 2010 and March 31 2009 ae

presented below
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in thousands of Pesos 31 March 2010 31 March 2009

Petroleum revenues 123291 24018

Operating income loss 42747 11479
Net income loss 42818 11479
Total assets 1756306 1615047

Networth 1701796 1441152

Issued subscribed capital 1918688 1534950

OPERATIONS REVIEW
Petroleum Projects

1.0 SERVICE CONTRACT NO.14

The combined production from the three producing fields in 2009 totaled 183892 barrels

which was 37.2% higher than the previous years 2008 total output of 133806 barrels

The significant increase is attributed to the contribution of North Matinloc Field which

resumed commercial production in February last year Summary of the 2009 production

from the three fields is shown below

2009 Crude Oil Production Summary

in barrels

Nido Matinloc North 2009 Total 2008 Total

Matinloc

January 11674 5977 17651 17829

February 6798 995 7793 4083

March 12032 4905 16937 20219

April 6882 1948 8830 19590

May 11906 4392 1725 18023

June 11925 3546 3370 18841

July 5115 5670 10785 6731

August 11910 4728 3775 20413 9469

September 5395 3905 9300 2245

October 11835 3697 2465 17997 20531

November 12060 7083 4276 23419 17286

December 9076 4827 13903 15823

Total 83342 67595 32956 183892 133806

Production from the North Matinloc Field started with trial flow from the North

Matinloc-2 well using different choke sizes on February 23 26 2009 At welihead

pressure of 290 psi the well was closed after producing about 1000 barrels during the

test flow run The North Matinloc-2 well resumed its steady state production on April

14 2009 at higher wellhead pressure of 420 psi The modest production from North

Matinloc-2 augmented production from the Matinloc Field to satisfy the cargo volume

requirement of buyer Pilipinas Shell
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The consortium completed total of 11 shipments from the three fields in 2009 mainly

with Pilipinas Shell The yearly crude oil sales agreement with Pilipinas Shell which

expired in January 2010 was eventually renewed in February 2010 The consortium is

also considering negotiating with other buyers especially when Pilipinas Shells schedule

does not allow timely accommodation of SC 14 crude oil production

With regard to the Tara Block and SC14D-Retention Block these two areas are still

under evaluation by Venturoil since 2008 as part of their due diligence leading to possible

farm-in The Tara field is currently shut-in while there is no producing field within the

SC 4D-Retention Block

2.0 SERVICE CONTRACT NO.14 C-i Galoc

Operations Review

In December 2008 block operator Galoc Production Company GPC conducted an

emergency disconnection of the Floating Production and Storage Offloading FPSO
from the mooring and riser system MRS which was damaged as result of the

disconnection and laying down of the MRS on the seabed brought about by the adverse

weather conditions at the time Severe weather condition persisted for about month

Repair on the subsea facilities commenced in mid-January 2009 GPC took advantage of

the temporary shutdown of the field to propose design and install Hold Back Mooring

System HBMS on the FPSO as an additional measure to counter the difficulties in

maintaining position and to moderate the effects of disconnection to facilities and

operations

The installation of the HBMS and the repair works and modifications to the existing

MRS were completed on the 4th week of February 2009 The field finally started

producing again on February 25 2009 at an initial stabilized rate of 17200 barrels of oil

per day However inclement weather persisted during most of the middle part of the

year which prompted the operator to carry out disconnection of the FPSO and the MRS
on different occasions resulting in major operational glitches and operational downtime

Overall the Galoc Field had 64% production uptime since it started producing in

October 2008 until end of 2009 During this period the field produced total of

3578650 barrels By the end of 2009 the field was producing at rate of 10350

barrels per day

Also in 2009 the 182-day Extended Production Test EPT for the Galoc Field ended

The EPT was granted by the Department of Energy DOE in August 2006 to allow GPC

to fully assess the viability of long term production from the field The gathered data

from the EPT period proved sufficient for this goal thus the EPT was terminated on June

19 2009 and commerciality of the field became effective on June 19 2009
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As of February 2010 GPC have completed twelve 12 crude oil shipments involving

approximately 3897000 barrels Galoc crude buyers included several foreign firms as

well as the state-owned Petron Corporation

Phase Development

As part of the assessment of the Galoc Field for possible Phase development GPC

embarked on re-processing of 3D seismic data covering the Galoc and the adjacent Octon

area in Service Contract 6A The results are expected to contribute to better

understanding of the Galoc structure and to identify locations for drilling new

development wells CGGVeritas in London U.K was contracted to do the re-processing

work which ran from March to December 2009 The resulting pre-stack time migration

PSTM and pre-stack depth migration PSDM data volumes are currently being used in

the ongoing evaluation of the Galoc Field

An ongoing series of technical workshops among the Joint Venture partners aims to

develop strategies for second phase development of the Galoc Field Focus is centered

on confirmation of additional reserves and locating design drilling and completion of

additional production wells to fully maximize the fields production potential On the

production facilities that will be put up GPC initially had few choices for the

production vessel including retaining the existing FPSO As of February 2010 when all

options have been thoroughly evaluated the Consortium is now left with the option of

retaining the FPSO but with major modification introduced to its MRS Timing for

these further development activities is seen towards the second half of 2010 with final

investment decision expected to be made in May 2010

3.0 SERVICE CONTRACT NO.14 C-2 West Linapacan

In late 2008 Pitkin Petroleum started implementing some of its farm-in commitments in

the West Linapacan Block and by February 2009 had completed the seismic re

processing by Western Geco Other geophysical and geological studies wer.e

completed although delayed by few months as per project timeline These are the

Seismic Reservoir Characterization Study including Seismic Inversion by Schiumberger

which was completed in July 2009 the Sequence Stratigraphic Study and Petrophysics by

Isis Petroleum Consultants in September 2009 and the Conceptual Engineering Study for

the West Linapacan field by OPE Inc towards the end of 2009 Philodrill is carried

in all of these activities as well as in the drilling of development well up to first oil

Because of the unexpected delays in the completion of the studies Pitkin sought

for an extension of its Phase work commitments which expired in August 2009 as per

the farm-in agreement The West Linapacan Consortium granted the extension with the

issuance of an executed amendment to the farm-in agreement such that the completion of

the Phase work shall be on or before June 30 2010

Based on the integrated results from the abovementioned technical studies and using

wide range of evaluation techniques Pitkin has developed concept with which new
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well/s will be drilled completed and produced Since the West Linapacan Field is

expected to be highly-fractured as confirmed from the previously drilled production

wells Pitkin is looking at drilling sub-horizontal section/s that will follow fracture trends

that will yield optimum flow rates The producing weilbore sections will use smart

completion technologies enabling the isolation of sections where formation water breaks

through With regard to the production facilities Pitkin proposes to put up turret-

mounted storage vessel with on-board processing facility which they presented to the

partners for consideration during January 2010 technical meeting The consortium has

asked the operator to continue to explore other cost-effective technologically feasible

development concepts for the field

4.0 SERVICE CONTRACT NO 6A Octon

The Octon Block Consortium adopted the work program submitted by our Technical

Advisor Vitol GPC Investments SA in late 2008 as the consortiums work commitment

which the SC 6A partnership used as its commitment during negotiations with the DOE
for the 15-year extension of the production term of SC6A The work program consisted

of various activities which are basically planning strategies leading to full development of

the Octon Field in conjunction with the anticipated Phase of the Galoc Field

Development In June 2009 letter the DOE approved the extension of the production

term of the Octon Block The fifteen 15 year extension shall be for series of three

year terms subject to compliance with certain conditions such as yearly submission of

work program and budget and payment of technical assistance and training fund to the

DOE The term extension is reckoned from March 2009

Since the commerciality of the Octon Field depends on it being tied up to the Galoc

development the realization of which had already been delayed by the frequent

operations downtime in the Galoc Field GPC proposed and was granted approval by the

consortium to re-process some 75 sq-km of 3D seismic data in the Octon area in

conjunction with the re-processing of Galoc 3D data as part of the Galoc Phase

evaluation activities Geophysical contractor CGGVeritas completed the pre-stack time

migration phase last August 2009 while the pre-stack depth migration was completed

towards the end of the year Initial results from the ongoing re-evaluation of the re

processed data indicate much improved image of the Octon reservoir Vitol GPC is

also rebuilding their models in the light of the positive results of the Octon seismic

reprocessing This program now forms the bulk of GPCs revised work program for

2010 possibly extending to 2011

5.0 SERVICE CONTRACT NO Cadlao

In 2008 Blade Petroleum submitted to the DOE their preliminary Plan of Development

POD for the Cadlao Field With the POD Blade Petroleum committed to re-activate

the Cadlao Field which last produced in 1991 via two new production wells at

target total project cost of USD 100 MM
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During the early part of 2009 Blade Petroleum and the DOE had series of negotiations

for the finalization and acceptance of the POD The POD was finally approved by the

DOE on June 17 2009

While these developments were taking place Philodrill and Blade Petroleum also

negotiated for the latters purchase of Philodrill revenue interest share in the Cadlao

Field Up to the end of 2009 negotiations did not materialize as both parties failed to

agree on the acceptable terms and conditions of the purchase

6.0 SERVICE CONTRACT NO 6B Bonita

In August 2008 VenturOil proposed Work Program and Budget WPB which form the

basis for their due diligence during their extended option exclusivity period ending March

2009 Their proposal included geological and geophysical studies and reservoir

evaluation The Bonita Consortium agreed during the September 2008 partners meeting

to adopt this proposed WPB as the consortiums commitment and justification for the

final 15-year extension of the contract term In March 2009 the negotiations for the

extension between the DOE and the Company are still in process

An extension was granted by the Bonita Block consortium until September 2009 in order

for VenturOil to complete their original and amended work program with the end view of

submitting drilling prognosis and program for the different areas that they are farming

into including the Bonita Block

Similar to the SC 6A Octon Block Philodrill had series of negotiations with the DOE

during the first quarter of 2009 for the extension of the production term of SC 6B

Bonita Block contract which expired on February 28 2009 In support of the request

Philodrill submitted Venturoils proposed work program as the Bonita Consortiums

commitment In June 2009 the DOE granted the extension of the production term of the

contract on similar terms and conditions as that of the SC 6A extension and likewise

reckoned from March 2009

In October 2009 the Bonita Block Consortium informed Venturoil that they no longer

have the right to the option on the block and that Venturoil should be recognized first by

the DOE as qualified service contractor should they pursue negotiations for farm-in into

the block

7.0 SERVICE CONTRACT NO.41 Sulu Sea

Following the unsuccessful drilling of the Lumba Lumba-1/1A well in 2008 Tap Oil

proposed to undertake pre-stack data migration and inversion of their Alpine 3D seismic

data in Sulu Sea Tap Oil aimed to rectify seismic data quality issues the result of which

is seen to greatly contribute in the de-risking of the numerous prospects in the block and

is integral to the selection of the next prospect for drilling They contracted the Australia

based geophysical contractor DownUnder Geosolutions to perform the re-processing and

data inversion The contractor completed the 3D seismic data re-processing and
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delivered the full inversion data volume and processing report in July 2009 For the rest

of the year they continued to work on the re-evaluation of the entire SC 41 block and

have started to undertake promotional campaign to invite potential new partners into the

Sulu Sea block

8.0 SERVICE CONTRACT NO.53 Onshore Mindoro

During the first quarter of 2009 block Operator Pitkin Petroleum continued with the

interpretation of the acquired magneto-telluric partial data for the 68 stations covered by

the survey the results of which were incorporated in the design of the planned 2D

seismic acquisition earlier set for April 2009 For the seismic survey tenders were sent

out as early as late 2008 the received bids were evaluated and chinese geophysical

contractor BGPInc was selected

In April 2009 Pitkin Petroleum requested for the extension of Sub-Phase for Pitkin to

acquire its onshore seismic commitment for sc 53 In response to Pitkins request the

DOE merged the first sub-phases to form new Sub-Phase July 2005 to March

2011 with the work commitment of minimum 200 line-km 2D seismic acquisition and

drilling of one well The new Sub-Phase will be for the period March 2011 to July

2012 with commitment to drill wells The DOE likewise increased the Onshore

Mindoro Block area from 600000 hectares to 734000 hectares

Pitkins seismic acquisition program which was originally scheduled to commence in

April was deferred to November when weather conditions are more favorable for

onshore seismic acquisition Actual recording started at the San Jose Area in late

November 2009 and as of February 21 2010 BGP had acquired 95.45 line-kilometers

which translate to 47.47% of the programmed 200.85 line-kilometers

9.0 SWAN BLOCK Deepwater Northwest Palawan

In November 2009 PNOC-Exploration corporation PNOC-Ec advised Philodrill that

their technical and legal groups continue to evaluate the relavant data that Philodrill had

provided PNOC EC to assess the blocks potential and the merit of Philodrills

proposed participation in SC 57 and SC 58 blocks

Additional information required by Item is also contained in Note 10 to the

Companys 2009 Audited Financial Statements

INVESTMENTS IN ASSOCIATES

The Companys associates are Penta Capital Investment Corporation PCIC and Penta

Capital Holdings Inc PCHI where the company has 40% and 13.76% equity interest

respectively
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PCIC posted consolidated net income of P22.4 million in 2009 3% higher than the

2008 profit level of P21.7 million Gross revenues decreased to P91.7 million in 2009

compared to P99.4 million in 2008

PCHIs consolidated net income increased by P3.1 million from P7.7 million in 2009 to

P4.6 million in 2008 Gross revenues totaled P48.8 million in 2009 as compared to P35.2

million in 2008

Additional information is also contained in Note of the Report of the Independent

Auditors

The Company has NO direct equity interest in Penta Capital Finance Corporation and as

such NO disclosure on its business development was made

NO bankruptcy receivership or similar proceeding has been filed by or against the

Company during the last three years

NO material reclassification merger consolidation or purchase/sale of significant

amount of assets not in the ordinary course of business has been undertaken by the

Company during the last three years

YearendIlnterim Results

For the year ended 2009 the Company posted net income of 108.6 million compared

to P15.1 million in 2008

For the three-month period ended March 31 2010 the Company posted net income of

P42.8 million

Key Variable and Other Qualitative and Quantitative Factors

Full Fiscal Year

The top five key performance indicators of the Company are as follows

Dec 31 2009 Dec 31 2008 Dec 31 2007

Current Ratio 15.341 0.721 0.59

Current Assets 263582981 109038805 78380417

Current Liabilities 1717577 151482198 132947856

Debt to Equity Ratio 0.011 0.121 0.10

Total Liabilities 17179577 159839150 136419392

Stockholders Equity 1701303320 1339099455 1398338975

Equity to Debt Ratio 99.031 8.381 10.251

Stockholders Equity 1701303320 1339099455 1398338975

Total Liabilities 17179577 159839150 136419392
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Book Value per
Share 0.009 19 0.00873 0.0091

Stockholders Equity 1701303320 1339099455

39833 8975

Weighted Average shares 185201734604 153382211326

outstanding 153495044287

Income per Share 0.0006 0.0001 0.0002

Net Income 108605259 15100065 28055657

Weighted Average shares 185201734604 153382211326

outstanding 153495044287

Current Ratio is 15.341 as of December 31 2009 0.721 as of December 31 2008 and

0.591 as of December 31 2007 As of December 31 2009 current assets exceeded the

current liabilities by P246.4 million while for the period as of December 31 2008 and

2007 the current liabilities exceeded its current assets by P42.4 million and P54.6

million respectively However portion of the Investments account in the balance

sheet consists of shares of stock which are listed with the Philippine Stock Exchange and

which could be sold to meet the Companys obligations as might be called for by future

circumstances These shares of stock have an aggregate market value of P110.6 million

as of December 31 2009 P51.0 million as of December 31 2008 and P126.1 million as

of December 31 2007 If these shares would be considered part of Current Assets the

recomputed current ratio would be 21.781 as of December 31 2009 1.061 as of

December 31 2008 and 1.541 as of December 31 2007

The Company has wholly-owned subsidiary Phoenix Gas Oil Exploration

Corporation PGO The company acquired 100% of PGOs capital stock in May 2007

Since PGO has NO operation disclosure on performance indicators are as follows

December 31 2009

Current Ratio

Current Assets

Current Liabilities 57863

Debt to Equity Ratio 0.00631

Total Liabilities 57863

Stockholders Equity 9141264

Equity to Debt Ratio 157.981

Stockholders Equity 9141264

Total Liabilities 57863

Book Value per Share 0.0007

Stockholders Equity 9141264

Average shares outstanding 12505000000

Income Loss per Share

Net Income Loss No operation

Average shares outstanding 12505000000
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Trends events or uncertainties that have or are reasonably likely have

material impact on the Companys short-term or long-term liquidity the

information required by this item is contained in Note 21 to the Companys
Audited Financial Statements

ii The Companys internal source of liquidity comes from revenues generated

from operations The Companys external sources of liquidity come from

stock subscriptions loans and advances

iii The Company is expected to contribute its share in the exploration and

development expenditures in the SCs and GSECs However most of the

funding for such expenditures is expected to be provided by operations

collection of subscriptions and other receivables loans/financing from banks

and potential farminees to these projects

iv Trends events or uncertainties that have had or reasonably expected to have

material impact on the revenues or income from continuing operations the

information required by this item is contained in Notes 11 and 21 to the

Companys 2009 Audited Financial Statements

There have been no material changes from period to period in one or more

line items of the Companys financial statements except those discussed

below

Total assets decreased from 1.534 billion as of year-end 2007 to P1.499

billion as of year-end 2008 From the December 31 2008 balance total

assets increased by P219.5 million to its December 31 2009 balance of

P1.718 billion

Cash account decreased by P2.8 million from P3.8 million as of

December 31 2007 to P1.0 million as of December 31 2008

However Cash increased by P101.2 million from its December 31
2008 balance to December 31 2009 balance of 102.2 million

The increase was due to the reimbursement of expenses relative to

SCI4 Nido Matinloc and Galoc blocks and collection of share in

Galoc revenues

Receivables account from its year-end 2007 balance increased by

P40.1 million due to the some accruals booked as of year-end

While from its year-end 2008 balance of 104.9 million to year
end 2009 balance of 120.8 net increase of P15.9 million was

reflected due to the booking of trade receivables during the period
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Crude oil inventory as of year-end 2007 decreased by P8.1 million

due to lower level of inventory as of year-end 2008 As of

December 31 2009 much higher level of crude oil inventory

was booked due to the Galoc crude in storage the year-end 2008

balance of P1.6 million increased to P40.5 million

Other current assets increased by P1.5 million from its December

31 2007 balance of P0.125 million to December 31 2008

balance of P1.6 million It decreased by P1.4 million as of

December 31 2009 due to the amortization of prepaid expenses

booked during the period

Investments in associates increased by P8.2 million from the year-

end 2007 balance of P211.6 million to year-end 2008 balance of

P219.9 millionWhile the year-end 2008 balance increased by P7.3

million to year-end 2009 balance of P227.2 million mainly due to

the equity share in affiliates earnings net of cash dividend booked

in 2009

Available-for-sale AFS investments decreased by P75.2 million

from its year-end 2007 balance of P126.1 million to year-end 2008

balance of P51.0 million While for year-end 2008 to year-end

2009 balance net increase of P5 9.6 million was reflected mainly

due to the adjustment in the valuation allowance pertaining to the

listed stock investments of the Company

Other non-current assets decreased by P0.18 million from its year-

end 2007 balance of P0.93 million to year-end 2008 balance of

P0.75 million While for year-end 2008 to year-end 2009 balance

of P0.27 million decrease of P0.5 million was reflected due to

the amortization of other deferred charges during the period

Total current liabilities increased from P132.9 million in 2007 to P151.5

million in 2008 and it decreased by P134.3 million which brought the

year-end 2009 balance to 17.2 million

Loans payable increased by total of P33.0 million from its year-

end 2007 balance of P88.7 million to year-end 2008 balance of

P121.7 million mainly due to additional loans availed during the

period decrease of 121.7 million was reflected due to the full

settlement of all loans during the period from year-end 2008

balance to zero balance as of year-end 2009

Accounts payable and accrued liabilities decreased by P15.1

million from its year-end 2007 balance of P37.1 million to year

end 2008 balance of P22.1 million due to settlement of some

35



accounts For year-end 2008 balance to year-end 2009 balance of

P14.1 million the decrease of P8.0 million was also due to

payments made during the period

Additional information is also contained in Notes 11 and 12 of the

Report of the Independent Auditors for 2009

Income tax payable increased by P0.6 million from its year-end

2007 zero balance to year-end 2008 balance For year-end 2009

income tax payable balance was P1.0 million

Dividends payable reflected 100% decrease from its year-end

2008 balance of P5.0 million to zero balance as of year-end 2009

The decrease was due to the reversal to Retained Earnings of the

long outstanding dividends declared from 1980 to 1989 which may
no longer be claimed However any future claims of dividends

will still be honored

From year-end 2007 balance of P3.5 million net retirement

benefits liability increased by P3.7 million due to accrual of

additional liability as of year-end of 2008 For the year 2009 full

settlement of the retirement benefits liability amounting to P7.2

million was made As of year-end 2009 net retirement benefits

asset amounting to P0.9 million was recognized

Deferred income tax liability decreased by 100% from its year-end

2008 balance of P1.1 million to zero balance as of year-end 2009

Stockholders equity decreased by P59.2 million from its year-end 2007

balance of P1.398 billion to year-end 2008 balance of P1.339 billion

While for year-end 2008 to year-end 2009 the stockholders equity

increased by P3 62.2 million

Subscribed capital stock decreased by 100% from its year-end

2007 balance of P5.7 million to year-end 2008 balance of P0.00

million due to issuance of shares on fully paid subscriptions From

year-end 2008 balance to year-end 2009 an increase of P373.7

million was reflected due to the ibscription to the companys 1-

for-4 stock rights offering which was concluded last February 11
2009

Subscriptions receivable decreased by 100% from its year-end

2007 balance of P0.8 million to year-end 2008 balance of P687.00

From year-end 2008 balance to year-end 2009 an increase of

P186.8 million was reflected due to the 50% balance on

subscriptions to the companys stock rights offering
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Net unrealized loss on decline in value of AFS financial assets

increased by P75.2 million from its year-end 2007 balance of

P87.9 million to year-end 2008 balance of P163.0 million From

year-end 2008 balance to year-end 2009 balance of P111.4 million

the unrealized loss on the decline decreased by P51.7 million due

to the recovery/adjustment in the valuation allowance of AFS

financial assets

Deficit decreased by P15.1 million from its year-end 2007 balance

of P49.5 million to year-end 2008 deficit balance of P34.4 million

the decrease was due to the net income booked for 2008 Due to

the 108.6 million net income booked for 2009 the deficit balance

as of year-end 2008 was erased and brought balance of P79.2

million in Retained Earnings as of year-end 2009

Petroleum revenues in 2009 totaled P328.8 million as compared to 133.4

million in 2008 and P169.0 million in 2007 For the year 2009 the

increase in revenues was accounted for mainly due to the booking of the

companys share in Galoc revenues following the termination of the

Extended Production Testing EPT period Production increased by 1.385

million bbls from its 2008 level of 133806 bbls to 151812 bbls in

2009 The average price per barrel in 2009 was US$72.76 as compared to

US$ 72.61 in 2008 and US$ 64.23 in 2007

Equity in net earnings of associates amounted to P9.3 million in 2009

P10 million in 2008 and P8.3 million in 2007 Interest income totaled to

P2.6 million in 2009 P3.2 million in 2008 and P3.3 million in 2007 For

2007 P18.9 million gain on sale of noncurrent asset was booked Other

income totaled to P0.3 million in 2009 P5.5 million in 2008 and P0.8

million in 2007

Total costs and expenses totaled to P224.5 million in 2009 119.3 million

in 2008 and P155.1 million in 2007 Share in production depletion and

depreciation costs amounted to P175.9 million in 2009 P88.1 million in

2008 and P125.1 million in 2007 Interest and financing charges

amounted to P6.7 million in 2009 P17.6 million in 2008 and P16.4

million in 2007 The decrease in interest from its 2008 expense to 2009

expense was due to the full settlement of loans made during the year

General and administrative expenses totaled to P48.6 million in 2009

P31.2 million in 2008 and P30.0 million in 2007

vi There have been no seasonal aspects that had material effect on the financial

condition or results of operations of the Company
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vii There are NO events that will trigger direct or contingent financial obligation

that is material to the Company including any default or acceleration of an

obligation

viii There are NO material off-balance sheet transactions arrangements

obligations including contingent obligations and other relationships of the

Company with unconsolidated entities or other persons created during the

reporting period

Interim Periods

Interim financial statements as of March 31 2010 are included in this report

jcussion and Analysis of Material Events and Uncertainties

In general Management is not aware of aiiy material event or uncertainty that has

affected the current interim period and/or would have material impact on future

operations of the Company The Company will continue to be affected by the Philippine

business environment as may be influenced by any local/regional financial and political

crises

There are NO known trends demands commitments events or uncertainties that

have or are reasonably likely to have material impact on the Companys liquidity

Should the Companys cash position be not sufficient to meet current

requirements the Company may consider collecting portion of accounts

receivables selling portion of its existing investments and assets and

generating cash from loans and advances

There are NO events that will trigger direct or contingent financial obligation that

is material to the company including any default or acceleration of an obligation

There are NO material off-balance sheet transactions arrangements obligations

including contingent obligations and other relationships of the company with

unconsolidated entities or other persons created during the reporting period

The Company has NO material commitments for capital expenditures except for

the Companys share in the exploration and development expenditures in the SCs

and GSECs The Company expects to be able to fund such expenditures from the

possible sale of portion of its investments and/or assets or to avoid incurring

these expenditures altogether by way of farm-outs

There are NO known trends events or uncertainties that have had or are

reasonably expected to have material impact on the revenues or income of the

Company from continuing operations
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There are NO significant elements of income or loss that did not arise from the

Companys continuing operations

There have been NO material changes from period to period in one or more line

items of the Companys financial statements except those discussed below

Cash increased by P99.7 million due to the receipt of deposit on subscriptions

relative to the Companys stock rights offering

Crude oil inventory increased by P3.9 million or 242% due to higher level of

crude oil on storage as of March 31 2009

AFS investments increased by P14.6 million or 29% due to the adjustment in

the valuation reserve pertaining to the listed stock investments of the

Company

Other noncurrent assets decreased by P0.2 or 29%

Loans payable increased by 14.0 million due to additional loans availed

during the interim period

Unrealized losses on decline in market value of AFS investments decreased

by 14.6 million or 9% due to the adjustment in the valuation reserve

pertaining to the listed stock investments of the Company

The companys deficit iticreased by P11.5 million due to the net loss booked

for the first quarter of 2009

Petroleum revenues decreased by P22.4 million due to lower crude oil prices

Total production for the first quarter of 2009 was 41455 barrels as compared

to 42431 barrels for the same period last year The average price per barrel

for the period ended March 31 2009 was $30.90 as compared to $85.19 for

the same period last year

Equity share in net earnings of associates increased by P0.3 million due to

higher level of income of Penta Capital Investment Corporation for the

interim period

Miscellaneous income increased by P0.05 million or 29%

Interest income decreased by P1.9 million or 81% due to the absence in 2009

of the interest income on subscriptions receivable booked for the interim

period ended march 31 2008
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Foreign exchange gains losses reflected net gain of P0.4 million for the

first quarter of 2009 as ccniIpared to net loss of P0.4 million for the same

period last year

Interests and financing charges increased by P1.0 million The increase was

due to the higher level of borrowings for the interim period ended March 31

2009 as compared to the same period last year

Share in costs and operating decreased by 12% due to lower level of

production costs during the interim period

Net loss amounted to P11.5 million for the first quarter of 2009 as cqmpared

to the net income of P9.1 million for the same period last year

There are NO seasonal aspects that had material effect on the financial condition

or results of operations

Properties

The information required by Item is contained in Notes and to the Companys 2009

Audited Financial Statements

The Company as participant in Service Contract No 14 reflects its proportionate share

in the cost of the production facilities of the Nido Matinloc North Matinloc Galoc and

West Linapacan oilfields under the Wells platforms and other facilities account These

production facilities are located in the offshore Palawan area while the office

condominium unit furnitures and other equipments are located at 125 Pioneer Street

Mandaluyong City These properties are in good condition The Company does not

intend to make any substantial property acquisition in the next twelve 12 months

The Companys exploration properties which are presented as deferred oil exploration

and development costs in the audited financial statements are presented below

SC/GSEC No Participating Deferred Costs

Interest in thousands

SC6A Octon 44.43000% P469149

SC41 Sulu Sea 3.39800 148388

SC53 Onshore Mindoro 22.00000 83838

Swan Block NW Palawan

Unified 32.97500 99392

SC6BBonita 21.87500 12711

Others 10256

Total P823734
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Employees

As December 31 2009 the Company has 29 employees The Company does not

anticipate hiring additional persoimel within the ensuing twelve 12 months

IV Brief Description of the General Nature Scope of Business of the Company

The Philodrill Corporation the Company was incorporated in 1969 originally with

the primary purpose of engaging in oil gas and mineral exploration and development In

1989 realizing the need to balance the risk associated with its petroleum activities the

Company changed its primary purpose to that of diversified holding company while

retaining petroleum and mineral exploration and development as one of its secondary

purposes Thereafter the Company has maintained investments in petroleum exploration

and production financial services property development mining and infrastructure

development On January 16 2008 stockholders representing at least two-thirds of the

Companys outstanding capital stock approved to change the Companys primary

purpose back to petroleum exploration and development and to relegate and include as

secondary purpose the Companys holding company purpose clause which the SEC had

approved on April 13 2009

The Companys active petroleum projects cover production and exploration areas in

offshore Palawan and South Sulu Sea and onshore Mindoro under various Service

Contracts SC and Geophysical Survey and Exploration Contracts GSEC with the

Philippine government through the Department of Energy DOE

In the financial services sector the Company is 40% shareholder of Penta Capital

Investment Corporation Penta Capital an investment house Penta Capital holds equity

interest in several companies such as Penta Capital Finance Corporation finance

company 98.75% owned Penta Capital Holdings Corporation an investment holding

company 29.54% owned Penta Capital Realty Corporation 100% owned and Intra

Invest Securities Inc 68.47% owned

In the mining sector the Company holds minor equity interests in the following

companies Atlas Consolidated Mining Development Corporation Vulcan Industrial

Mining Corporation and United Paragon Mining Corporation

Market Price and Dividends

Market Information

The Companys shares are listed and traded in the Philippine Stock Exchange The high

and low sale price of the Companys shares for each quarter during the last two years

2009 and 2008 and the first four months of the current year 2010 and as of the latest

practicable trading date May 2010 expressed in Philippine Pesos are as follows
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Stock Prices

__________________ High Low

2010 First Quarter P0.015 P0.013

April 1-30 2010 0.015 0.013

May 2010 closing

price P0.014

2009 First Quarter P0.012 P0.009

SecondQuarter 0.016 0.011

Third Quarter 0.018 0.012

Fourth Quarter 0.016 0.014

2008 First Quarter P0.034 P0.025

Second Quarter 0.035

Third Quarter 0.03

Fourth Quarter 0.027

0.028

0.026

0.0085

Holders

There were 9320 shareholders of record as of December 31 2009 Common shares

outstanding as of December 31 2009 totaled 191868805358 shares

On November 29 2006 the SEC approved the Companys amendment of its Articles of

Incorporation to declassify its shares of stock and to change the par value of the

Companys shares of stock from P1.00/share to P0.01/share Prior to the amendment the

Company had two classes of shares that enjoy the same rights and privileges except that

Class shares shall be issued solely to Philippine nationals while Class shares maybe

issued to either Philippine or foreign nationals

The Company offered to all its shareholders the right to subscribe to one offer share

for every four common shares held as of record date of October 16 2008 In February

2008 the Company filed its application for the listing and trading of the offer shares with

Philippine Stock Exchange PSE and the PSE approved the application on September

24 2008 On May 26 2008 the Company filed Registration Statement covering the

offer shares with the SEC and it was approved by the SEC on September 18 2008

On October 28 2008 the Company requested for the deferment of the original offer

period set for November 3-28 2008 to January 15 to February 11 2009 and the

amendment of the terms of the stock rights offering to change the minimum initial

payment for subscription from 50% upon subscription and the balance upon call not later

than December 31 2009 to 25% upon subscription 25% after sixty days from end of the

offer period and the balance upon call not later than December 31 2009 The PSE

approved the same on October 29 2008 similar application for deferment of the

original offer period and amendment of the minimum initial subscription payment was

filed with the SEC On November 2008 the SEC approved the deferment of the offer

period
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On April 13 2009 the SEC approved the Companys increase in authorized capital stock

from 155.0 billion shares with par value of P0.0 each to 200.0 billion shares with par

value of P0.01 each

Top 20 stockholders as of April 30 2010

NAME NO OF SHARES HELD TO TOTAL
PCD NOMINEE CORPORATION 141147655193 73.5646

NATIONAL BOOKSTORE INC 1065631002 57672

VULCAN INDUSTRIAL MINING CORP 9742830823 5.0778

ALAKOR CORPORATION 5115639206 2.6662

ALAKOR SECURITIES CORPORATION 2422303400 1.2624

ALSONS CONSOLIDATED RESOURCES INC 566720000 0.2953

CONRADO CHUA 490565136 0.2556

RCI3C TA72-230-8 385482500 0.2009

NICASIO ALCANTARA 363200000 0.1892

10 TRAFALGAR HOLDINGS PHIL INC 360993600 0.188

1I.ALBERTAWAD 351561991 0.1832

12 DOMINGO LIM 350000000 0.1824

13 RCBC TA 32-314-4 336882100 0.1755

14 ALBERTO MENDOZA /OR JEANIE

MENDOZA 317910514 0.1656

15 CHRISTINE CHUA 254097005 0.1324

16 PHIL REMNANTS CO INC 188247468 0.098

17 AYALA CORPORATION 188068125 0.0980

18 ANITA TY 179929796 0.0937

19 JOSE SANGALANG 177476356 0.0924

20 CARMENCITA REYES 176415750 0.0919

Dividends

NO dividends were declared during the last two years 2008 and 2009 For the first

quarter of the current year 2010 the Board of Directors approved the declaration of 2%
cash dividend equivalent to P0.0002 per share subject to finalization of the Companys
2009 audited financial statements

The Companys ability to declare and pay dividends is restricted by the availability of

funds balance of the Retained Earnings and the provision of existing loan agreements

VI Corporate Governance

The Company uses the evaluation system established by the SEC in its

Memorandum Circular No series of 2003 including the accompanying

Corporate Governance Self Rating Form CG-SRF to measure or determine the

level of compliance of the Board of Directors and top-level management with the

Companys Corporate Governance Manual
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The Company undertakes self-evaluation process every semester and any

deviation from the Companys Corporate Governance Manual is reported to the

Management and the Board together with the proposed measures to achieve

compliance

Except as indicated below the Company is currently in full compliance with the

leading practices on good corporate governance embodied in the CG-SRF

The Company has prepared draft Code of Conduct for the Board CEO
and staff which is still undergoing changes to cope with the dynamics of

the business In the meantime however the Company has existing

policies and procedures that can identify and resolve potential conflicts of

interest

Employees and officers undergo professional development programs

subject to meeting the criteria set by the Company Succession plan for

senior management is determined by the Board as need arises

The Company shall adopt such improvement measures on its corporate

governance as the exigencies of its business will require from time to time

The Company undertakes to provide without charge upon the written request of stockholder copy

of its Annual Report on SEC Form 17-A Such request should be addressed to the Corporate Secretary

The Philodril Corporation 8th Floor Quad Alpha enlrum 125 Pioneer Street Mandaluyong City

1550 Philippines
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THE PHILODRILL CORPORATION
QUAD PL AC FTRJM PONFFI4 ST MAJD\ YONC AV PHIL iPPINF

TEL 1403 l1I80i TO 05 631815l/52 FAX 532 831O8fl 632 63I531O

STATEMENT OF MANAGEMENTS RESPONSIBILITY

FOR FINANCIAL STATEMENTS

The management of The Phodrill Corporation is responsible for all information and

representations contained in the consolidated financial statements for the years ended

December 31 2009 2008 and 2007 These financial statements have been prepared

in conformity with generally accepted accounting principles in the Philippines and reflect

amounts that are based on the best estimates and informed judgment of management
with an appropriate consideration to materiality

In this regard management maintains system of accounting and reporting which

provides for the necessary internal controls to ensure that transactions are properly

authorized and recorded assets are safeguarded against unauthorized use or

disposition and liabilities are recognized The management likewise discloses to the

companys audit committee and to its external auditor all significant deficiencies in

the design or operation of internal controls that could adversely affect its ability to

record process and report financial data ii material weaknesses in the internal

controls and iii any fraud that involves management or other employees who exercise

significant roles in internal controls

The Board of Directors reviews the consolidated financial statements before such

statements are approved and submitted to the stockholders of the company

Sycip Gorres Velayo Co the independent auditors and appointed by the

stockholders has examined the consolidated financial statements of the company in

accordance with generally accepted auditing standards in the Philippines and has

expressed its opinion on the fairness of presentation upon completion of such

examination in its report to the Board of Directors and stockholders

Signed under oath by the following

Aifre oC Ramos
Chairman of the Board Chief Executive Officer

Reyazea
Chief Financial Officer
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ThIDEPENDENT AUDiTORS REPORT

The Stockholders and the Board of Directors

The Philodrill Coiporation

8th Floor Quad Alpha Centrum

125 Pioneer Street Mandalu3vng City

We have aUdited theaccompanying parent company financial statements ofThe Philodrill

COi1oration which comprise the parent company balance sheets as at December31 2009 and 2008

and the telaled parent cornpany statements of comprehensive income palent company statements of

changes in equity and parent company statements of cash flows for the yeazs then ended and

summaly of significant accounting policies and other explanatoiy notes

Manageaents Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation ófthese financial statements in

accordance with Philippine Financial Reporting Standards This responsibility includes designing

implementing and maintaining internal control relevant to the preparation and fair presentation of

financial statements that aie flee from material misstatements whether due to fraud or ener selecting

and applying appropriate accounting policies and making accounting estimates that aie reasonable in

the circumstances

Anditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits We

conducted our audits in accordance with Philippine Standards on Auditing Those standards require

that comply with ethical requirements and plan and pedbnn the audit to obtain reasonable

assurance whether the financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures

in the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or

error In making those risk assessments the auditor considers internal control relevant to the entitys

preparation and fair presentation in cider to design audit Focedures that are

appropiiate in the circiunstanc on the effectiveness

of the entitys internal conl ccounting

policies used and the asweflas

evaluating the overall

We believe that the audit basis fir

our audit opinion
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In our opinion the finmia1 dainments present 1irly in all material rcspŁds the financial position of

The Philodrill Corporation as ofDecember3l 2009 and 2008 and its financial pCrfinnance and its

cash flows for the bears then ended hi accordance with Philippine Financial Reporting Standards

Without qualiing our opinion we draw Atierition to Note to the parent company financial

statements which indicates that the parent companys ability to realize its de1etted oil exploration

costs depends on the success silts exploration and future development work in proving the viability of

its oil properties to produce oil hi commereial quantities which cannot be determined at this time

SYcJP GORRES VELAYO CX

Alvin Pinpm

CPA Certificate No 0094303

SEC Accreditation No 0781-A

Tax Iderutification No 198-819-157

PTR No 2087563 January 42010 Makati City

March 24 2010
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CurrentAssets

Cash and cash equivalents Note

Receivables net Notes Sand

Crude oil inventoiy Note
Other cun-ent assets

Total CurrentAssets

Noncurrent Aseeta

Piopeztyandequipinent-aetNoles6andl

Investments in associates and subsidiaiy net Note

Available-fbr-sale financial assets Note

Defetred oil exploration costs- net Notes and 10
Rctirrnent benefits asset Note 17
Othcrncncurrent assets

1oa Aet
TO4L ASSETS

292205238

21253619910
814535365

906325

1431041444

P1694624425

P980828

104865713

1596162

1596102

109038805

297098016

212536199

50972242

812019735

75673

1373382924

P1482421729

LIABILITIES AND EQUflY
CurrentU
Accounts payable and acomed liabilities Notes and 12
Subsed payable

Income tax payable

Loans payable Note 11
Dividends payable Note 13
Total Current LAablltdcs

Noncurrent Liabilities

Retfrement benefits liability Note 17
Defened tax liability Note 18

Total Noncvmnt Uabildes

Total Liabilities

CaJftal stock P0.01 par value held by 9320 equity holdess in

2009 and 9393 equity holders in

Authorized -200.0 billion shaves

sbases in 2008

Subscribed

Subscriptions receivable

Paid-in capital from sale oftreastuy shares Note

Net unrealized loss on decline in value of

aet Note

P14106297 P22073923

2j068842 2069233

1004438 578586

121724515

5035941

17179577 151482198

P102188831

120766785

40451055

176310

263582981

7217836

1139116

8356952

17179$fl 159839150

1534949112

1331

687
1624012
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TUE PHILODRILL CORPORATION
PARENT COMPANY STATEMENTS OF COMPREHENSIVE iNCOME

Years ihd December 31

2119 2008

PETROLEUM REVENUE Notes and 10 P328779723 P133367423

STS AND EXPENSES
Share In costs and opIing expenses Notes 610 and 15 163008806 85056688
General and administrative expenses Note 16 48618053 31205142
Depletion depieciation and ainoitfration Notes and 12847502 3.073145

224474361 119334975

OThER 4ME CHARGES1nt and finncing charges Notes 11 and 14 6696908 17599698
Interest income Notes and 14 2628261 3168115
Dividend income 2116391 2007800
Foreign exchange gains osses net Note p06932 1600498
Others 2357 5444837

2693832 5378448

INCOME BEFORE INCOME TAX 101411530 8654000

PROVISION FOR BENEFIT FROM INCOME TAX
Note 18

CUZTCUt
1486983 651681

Defrned 1139116 1139116

347867 1790797

NET INCOME 101263663 6863203

O1R COMPREHENSIVEINCOME LOSS
aanges in fiifr value of available4br-sale financial assets

Note 51654653 75 156968

TOTA XMPREHENSIVE INCOMELOS P152918316 P68293765

...-
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INDEPENDENT AVDffORS REPORT

The Stockholders and the Board ofDirectors

The Philodrili Corporation

8th Floor Quad Alpha Centruni

125 Pioneer Street Mandaluyong City

We have audited the accompanying consolidated financial statements ofThe Philodrill Corporation

and Subsidiaiy which comprise the consolidated balance sheds as at December31 2009 and 2008

and the related consolidated statements of comprehensive income consolidated statements of changes

in equity and consolidated statements of cash flows for each of the three years in the period ended

Deceàzber 312009 and sumnialy of significant accounting policies and other explanatoty notes

We did not audit the 2009 and 2008 flnacial statements of PentaCapital Investment Corporation

PentaCapital 40O%-owned associate and PentaCapital Holdhigs Inc Penta Holdings

25.58%-owned associate The consolidated financial statements reflect the investments in

PentaCapital and Penta Holdings under the equity method which investments represent 13% and 15%

of consolidated total assets as of December 31 2009 and2008 respectively The Companys equity

in the net earnings of these associates comprise 9% 68% and 30% ofthe consolidated net income for

the years ended December 31 20092008 and 2007 respectively The financial statements of

PeniaCapital and Pants Hoklings were audited by other auditors whose lepoits
thereon have been

furnished to us and our opinion on the consolidated financial statements insofar as it relates to the

amounts included for Penta Holdings is based solely on their reports The repoit
of the other auditors

on PeutaCapital was qualified as discussed in the sixth paragrnplL

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements ill

accordance with the Philippine Financial Repoiting Standards This responsibility includes

de8nin implementing and maintaining internal control relevant to the prep oil and fair

presentation of financial that sin free from material misstatements whether due to fraud or

error selecting and applying appropriate accounting pohcies and m.Hng accounting estimates that

are reasonable in the chcumstances

.jI

Auditors Responsibility

Our responsibility is to express an opinion on these financial s1ueuts based on our 5ndit We

conducted our audits in accordance with Philippine Standards on Auditing Those standards require

that we comply with ethical iequimmenb and plan and peribem the audit to obtain reasonable

assemnce whether the financial Aatflts are fine from mates al m.ait

An audit involves perfonning procedures to obtain audit evidence about the amounts and disclosures

in the financial The _________selected depend on the auditors judgment including the

assessment of the risks of material_- of the financial statements wbber due to fraud or

ernr Inmfring those risk assessments the auditor cosnis iutlcontrol relevant to the entitys
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preparation and fair presentation ofthe financial statements in order to design audit procedures that arc

appropriate in the circumstances but not for the purpose ofexpressing an opinion on the effectiveness

of the entitys inlbnal controL An audit also includes evaluating the appropriateziess of accounting

policies used and the reasonableness of accounting estimates made by as well as

evaluating the overall preŁentation of the financial statements

We believe that the audit evidence we have obtained and the reports of the other auditors are sufficient

and appiopriate to provide basis fbr our audit opinion

The report of the other auditors on PentaCapital was qualified because in 2009 PentaCapital did not

consider the minimum ietireinent liability as required under Republic Act LA No 7641 Refirement

Pay Law in recogliitng its pension liability and the related pension expense pension benefits in

accordance with Philippine Accounting Standard PAS 19 Etployee Benefltr PentaCapital

accoUnted for its pension benefits based on the periodic contributions required under its defined

contribution plan which provides only lbr retirement benefits to qualified employees reaching the age

of 65 yeais However under LA No 7641 an employee upon reaching the age of 60 years or more

but nOt beyond 65 who has served PentaCapital for at least years shall already be entitled to

retirement pay The effects to the consolidated financial statements of not adjusting PentaCapitals

pension liability and pension expense to consider the minimumretirement liability prescribed under

LA 7641 as required by PAZ 19 have not been determined

In our report dated April 22 2009 our opinion on the 2008 consolidated financial statements was

qualified in part because the report ofthe other auditor on PentaCapitals December31 2008

consolidated financial statements was qualified because of an overstatement in the previously reported

net income in 2008 for P2.95 million and the nonrecognition in profit or loss in 2007 of the necessaly

tax expeUse amounting to P4.85 millionto reflect the downward adjustment on its defrrred tax assets

as of December 312007 In 2009 PentaCapital restated its December 31 2008 consolidated financial

statements to recognize unrealized losses on the fair value decline of the reclassified equity securities

amounting to P2.95 millionas part of profit or loss in 2008 and the income tax expense amounting to

P4.85 million that should have been charged to profit or loss in 2007 As mentioned in NOte to the

consolidated financial statements the efibets of the restatement on the consolidated financial

statements were taken up in the 2009 consolidated profit or loss Accordingly our opinion on the

2008 consolidated financial statements as presented herein is no longer qualified with respect to these

matters

In our opinion based on our audits and the reports ofthe other auditors exce fbr the eflbcts on the

consolidated financial statements of such adjustments if any as might have been disclosed had the

other aijditors been able to satisfy themselves with respect to the matters discussed in the sixth

paragraph the financial statements relrred to above present fairly in all material respects the

financial position of The Philodrill Corporation and Subsidiary as ofDeceniber3l 2009 and 2008

and their financial performance and their cash flows for each ofthe three years in the piod ended

December 312009 in accordance with Philinoine Financial Reporting Standards

iTj ji

Opinion
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Without qiIng our oprnicn we draw attention to Note to the consolidated financial statements

th that the Co ipanys and its subsidiaiys ability to malize their deferred oil exploration

costs depends on the sucóess of their exploration and future development work in proving the viability

of their oil properties to produce oil in commercial quantities which cannot be determined at this time

SYCliGORRES IELAyO

Partner

CPACertificate No 94303

SEC Accreditation No 0781-A

Tax Identification No 198-819-157

PT.R No 2087563 Januaiy 42010 Makati City

March 242010
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THE PifiLODRILL CORPORATION AND SVBSIIIARY

CONSOLIDATED BALANCE SHEETS

December31

2009 2008

Current Assets

Cash and cash equivalents Note P102188831 P980828

Receivables net Notes and 120766785 104865713

Crude oil inventcy Note 40451055 1596162

Other current assets 176310 1596102

Total Current Meets 263582981 109038805

Noncurrent Meets

Property and equipment net Notes and 292205238 297098016
Investnents in associates Note 227195544 219853948
Available.for-sale financial assets Note 110591628 50972242

1efbflecl oil exploration costs net Notes and 10 823734492 821218862

Retktiuent benefits asset Note 18 906325
Other noncurrent assets 266689 756732

TotaiNoncerrent Assets 1454899916 1389899800

TOTAL ASSETS P1718482897 P1498938605

LIABILITIES AND EQUITY

Current Liabilities

Accounts payable and accrued liabilities Notes and 12 P14106297 P22013923

Subscriptions payable 2068842 2069233
Income tax payable 1004438 518586

LóanspayableNotell 121724515
Dividends payable Note 13 5035941
Total Current LiabilitIes 17179577 151482198

Noncurrent Liabilities

Retirement benefits liability Note 18 7217836

DefŁrredtaxliabilityNoteI9 1139116

Total Noncurrent Liabilities 8356952

Total liabIlities 17179577 159839150

Equfty

Capital stock P0.01 par value held by 9320 equity holders in

2009 and 9393 equity holders in 2008 Note 13
Authorized -200.0 billion shares in 2009 and 155.0 billion

shares in 2008

Issued 1545002756 1534949112

Subsaibed 37365298 1331

Subscriptions receivable 186830286 687
Paid-in capital from sale of Ireasuly

shares Note 13 1624012 1624012
Net unrealized loss on decline hi value of

available-ibr-salc financial assets Note 111378253 163032906
Retained earnings deficit 79199793 34441407
Total EquIty 1701303320 1339099455

TOTAL LIABILITIES AND EQUITY P1718482897 P1498938605

See ç.Nau CdFbsancdRew.nb
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THE PIIILODRILL CORPORATION AII SUBSIIIARY

CONSOLIDATED STATEMENTS OF COMPREhENSiVE INCOME

Years Ended December31

2009 2008 2007

PETROLEUM REVENUE Notes and 10 P328779723 P133367423 P168952006

COSTS AND EXPENSES
Share in costs and operating expenses

Notes 10 and 16 163008806 85056688 121415322

General and administrative expenses Note 17 48618053 31205142 29960604

Depletion depreciation and amortization

Notes and 12847502 3073145 3721398

224474361 119334975 155097324

01111 INCOME CHARGES
qUi in net earnings of associates Note 9341596 10236862 8280014

Intcràt and financing charges Notes 11 and 15 6696908 17599698 16360901
Interest income Notes and 15 2628261 3168115 3320565

Foreign exchange gains losses net Note 906932 1600498 452092

Gain on sale of

Available-fcc-sale financial assets Note 2410 984752

Property and equipment 18862704

Provision for impainnent losses Notes and 658746
Others 279337 5452637 764866

4647764 2858414 15645346

INCOME BEFORE INCOME TAX 108953126 16890862 29500028

PROVISION FOR BENEFIT J1OM INCOME
TAX Note 19

Current 1486983 651681 1444371

Deferred 1139116 1139116

347867 1790797 1444371

NET INCOME 108605259 15100065 28055657

OTHER COMPREHENSiVE INCOME LOSS
Changes in fair value of available-for-sale

financial assets Note 51654653 75156968 5068676

TOTAL COMPREHENSIVE INCOME LOSS P160259912 P60056903 P22986981

EARNINGS PER SHARE Note 14
Basic P0.0006 P0.0001 P0.0002

Diluted P00006 P0.0001 P00002

See accon anyinNte to ConsofdncialStatenzents
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TH PH1JODRILL CORPORATION AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER31 20092008 AND 2007

Paid-in

Capital from

Saleof

Net Unrealized

Loss on Decline

InValucof

Capital Stock Note 13 Treasury

Shares

Avaflablefcrsale

Financial Assets

Retained

EarningsSubscriptions

Issued Subscribed Receivable Note 13 Note Deficit Total

BALANCES AT DECEMBER31 2006 P1527632861 P7311155 P1157679 P1624012 P82807262 P77597129 P1375005958
Issuance of capital stock 1554431 1548004 6427
Collection of subscriptions receivable 339609 33969
Subtotal 1529187292 5763151 818070
Total comprehensive Income fbi the year

1624012 82807262
5068676

77597129
28055637

1375351994

22986981

BALANCES AT DECEMBER31 2007 1529187292 5763151 818070 1624012 87875938 495414fl 1398338975
Issuance of capital stock 5761820 5761820
Collection of subscriptions receivable 817383

1534949112 1331 687 1624012

817383

87875938 49541472 1399156358
75.1S6.968 IC IflA 60056903

BALANCES AT DECEMBER 31 2008

Subscriptions of capital stock

Collection of subscriptions receivables

Issuance of capital stock

Reversal of dLldends payable Note 13

1534949112

10053644

1331

383737611

10053644

687
383737611

196908012

1624012 163032906 34441407

5035941

1339099455

196908012

5035941
Subtotal

Total comprehensive Income for the veer

1545002756 373685298 186830286 1624012 163032906
51654.653

29405466
108605259

1541043408

160259912

BALANCES AT DECEMBER31 2009 P1545002756 P373685298 P186830286 P1624012 P111.378.283 P79.199793 P1701.303.320

Subtotal

Total tnmnMhnaive loss for the year

Sbo accosnpanj4ng Notu to Conwlldat.dFbvvicloiStat.m.nt



THE PIIILODRILL CORPORATION AND SUBSIIIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Eided December31

CASHFLOWS FROM OPERATING ACTiVITIES
Income before income tax

Adjustments for

Depletion depreciation and amortization

Notes and

Retirement benefits costs Note 18
Interest and financing charges Notes 11 and 15
Unrealized foreign exchange losses gains net

Amortization of other defened charges

Equity innetcarnings ofassociates Note

Interest incomeNotes4 and 15
Dividend income

Gaindnsaleof

Available-for-sale financial assets Note

Property and equipment

Provision fbr impairment losses Notes and

Operating income before working capital changes

Decrease increase in

Receivables

Qude oil inventoty

Other cwTcnt assets

Decrease in accounts payable and accrued liabilities

Cash generated flmused in operations

Interest received Note 23
Dividend received

Contributions to retirement fund Note 18
Interest and financing charges paid Note 23
Income taxes paid inchiding creditable taxes applied

Net cash from used in operating activities

CASHFLOWS FROM INVESTING ACUVirikS
Additional advances to related companies Note 15
Acquisitions oi

Property and equipment Note
Available-for-sale financial assets Note

Subsidiary Note
Additions to deferred oil exploration costs Notes 10

and 23
Dividend received Note
Proceeds from sale of

Available-for-sale financial assets Note

Net cash from used in investing activities

Forward

934752
18862704

658746

27196578 22366065

29857411 36355131
8087268 2725798

1472394 1153581

1996962 2605918
1957079 12715605
2327255 778859

7800 6300

1000000
17619883 23393088

70983 3732499
13398732 40056033

10000000

976703 470484
218888

32588532

1220541 598151
2000000

8315 58744927
19.000.000

2009 2008 2007

P16890862 P29500028

3073145

3746300

17599698

919142
218492

10236862
3168115

7800

3721398

3428400

16360901

85773
236700

8280014
3320565

6300

P108953126

12847502

6875839

6696908

2800349

193299

9341596
2628261

6390

2410

126

9147365
3U54$93

1419792

7384755

7250114515
6390

15000800
7465851
1I6131

5L486242

10500000

7472299
5720638

1216761
2000000

22901383 10197244 43868872
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Years Ended December31

2009 2008 2007

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds frou

Stock subscriptions P196908012 P817383 P346036

Availment of loans Note 11 15000000 75000000 20000000

Advances fiom related cnies 27542503

Payments of

Loap payable Note 11 136724515 42000000 33415114
Advances.from related companies i3088122 19675450

Nat caSh from used injfinanciug activities 75183497 20729261 5202025

NET EFFECT OF EXCHANGE RATE

CHANGES ON CASH AND CASH

EQUiVALENTS 1560353 21751 24386

NET INCREASE DECREAS IN CASHAND
CASHEQUIVALENTS 101208003 2844964 1413572

CASH AND CASH EQUIVALENTS AT
BEGINNING OFYEAR 98082S

CASHAND CASH EQUIVALENTS AT END OF
YEARNote P102188831 P980828 P3825792

S. co.pasNot. to C.sddFaacialStat.ment
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PIULODRILL CORPORATION AN SIJBSJDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Corporate Inforuiation and Authorization for Issue of Financial Statements

Corporate Information

The Philodrill Coipoiation the Paicat Company or TPC was incorporated in the Philippines and

registered with the Philippine Securities and Exchange Commission SEC on June 26 1969 The

Parent Company and Phoenix Gas and Oil Exploration Company Inc PGO wholly owned

subsidiaiy incorporated in the Philippines and has not yet trted commercial operations

collectively referred to as the Group are primarily engaged in oil exploration and/or production

The Parent Company is also an investment holding company with investments in financial

services and mining

Acquisition ofFGO
On May 2007 the Parent Company acquired 100% of the shares of PGO an entity which have

participating interests in various oil properties in the Philippines and has not yet started

commercial operations as ofthe said date

The fair values of the identifiable assets of P00 as of the date of acquisition are as follows

FairValues Canying Values

Wells platforms and other ficilities see Note P21234458 P21234458

Deferred oil exploration costs see Note 10 10695328 10695328

P31929786 P31929786

As of May 2007 P00 has no liabilities Since there was no fair value available forthe

acquired assets the Parent Company assumed that the cariying value was the assets fair value and

carried the same in its consolidated financial statements The purchase price for the net asset

acquired was P32.6 million which resulted to goodwill of P0.7 niluion The Parent Company

immediately impaired this goodwill at the acquisition date As ofDecember3l 2009 P00 has

not yet started commercial operations

The Parent Company which is operating in only one business segment has two associates

engaged in financial services The Parent Company and its associates have no geographical

segments as they were incorporated and are operating within the Philippines Financial

information regarding these associates as of and for the years ended December 31 2009 and 2008

are presented in Note

The Parent Company and P00 have portfolio of oil and gas exploration projects in the

Philippines The Groups ability to realize their delbned oil exploration costs see Note 10
depends on the success oftheir exploration and flitwe development work in proving the viability

of their oil properties to produce oil in commercial quantities which cannot bediuined at this

time The consolidated financial statements do not include any adjustment that might result floan

these uncertainties The effect of these uncertainties will be reported in the consolidated financial

statements as they become known and estimable

The registered business address of the Parent Company is 8th Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City

The Parent Companys shares am listed and ais currently traded at the Philippine Stock Exchange
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Authdon for lanie

The consolidated financial stalwents weze authorized for issue by the Board of Directors BOD
on March 24 2010

Summary of Sigulcant Accounting Policies and Financial Reporting Practices

Basis of Preparation

The consolidated financial statements of the Group have been prepaicd using the historical cost

basis except for crude oil inventory which is valued at market and quoted available-for-sale APS
financial assets which are measured at fair value The consolidated fnncial statements are

presented in Philippine Peso Peso which is the Parent Companys functional cunency All

amounts are rounded off to the nearest Peso except when otherwise indicatecL

LQw
The consolidated financial statements comprise the financial statements of the Parnt Company
and P00 its wholly owned subsidiary

subsidiary is an entity over which the Parent Company has the power to govern the financial

and operating policies of the entity or generally has an interest of more than one half ofthe voting

rights ofthe entities The existence and effoct of potential voting rights that are currently

exercisable or convertible are considered when assessing whether the Parent Company controls

another entity subsidiary is fully consolidated from the date control is transferred to the Pant

Company directly or through the holding companies Control is achieved where the Parent

Company has the power to govern the financial and operating policies of an entity so as to obtain

benefits from its activities They are deconsolidated from the date on which coiroJ ceases

All intra-group balances transactions income and losses resulting from inira-group transactions

that are recognized in assets are eliminated in full However intra-group losses that indicate

impairment are recognized in the consolidated financial s1afruents

Stiszi.entofCoinpIiance

The consolidated finmicial statements of the Group have been prepared in accordance with

Philippine Financial Reporting Standards PFRS

Changes in Accotmtin Policies

The acconwing policies adopted are consistent with those ofthe previous financial year except

that the Group has adopted the following new and amended Philippine Accounting Standards

PAS PFRS and Philippine In11itations based on international Financial Reporting

L4eqnvlation Committee IFRIC iutetprctations which were adopted as of January 12009

Revised MS Presentation ofFinanclaiaiements separates owner and non-owner changes

in equity All owner changes in equity are required to be presented in statement of changes

in equity and all non-owner changes either in one statement of comprehensive income or in

two sepalbt.mezIts which consist of slatciuent of income and statement of

comprehensive income The previous standard requited components of comprehensive

income to be presented in the statement of changes in equity The revised standard also

requires the income tax effect of each component of comprehensive income to be discioset In

addition it requires entities to present comparative balance sheet as at the beginning of the

earliest comparative period when the entity has applied an accounting policy retrospectively

makes retrospective restatement or reclassifies items in the financial statements
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The Group has elected to present comprehensive income in single statement and elected not

to change the balance sheet to statement of financial position

The Group has not presented three balance sheets on these consolidated financial statements

because it has not applied an accoÆnting policy retrospectively made retrospective

restatement of items on the Groups consolidated financial statements or reclassified items on

the Groups consolidated financial statements that affected the b4Rnce sheet at the beginning

of the earliest comparative period

Revised PAS 23 Borrowing Costs requires capitalization of borrowing costs that are directly

attributable to the acquisitlon construction or production of qualifying asset In accordance

with the transitional provisions of the amended PAS 23 the Group has adopted the standard on

prospective basis Therefore borrowing costs are capitalized on qualifying assets with

commencement date on or after January 2009 This revised standard does not have

significant impact on the Groups consolidated financial fenrib

Amendment to PFRS Ph rancial Jnsbwnenls DLwlosrres requires additional disclosures

about fair value measurement and liquidity risL Fair value measurements related to items

recorded at fair value are to be disclosed by source of inputs ndng three level fair value

hierarchy by class for all financial instruments recognized at fair value In addition

reconciliation between the beginning and ending balance for level fair value measurements

is now required as well as significant transfers between levels in the fair value hierarchy The

amendments also clarify the requirements for liquidity risk disclosures with respect to

derivative transactions and financial assets used for liquidity management The three level fair

value hierarchy and liquidity risk disclosures are presented in Notes 20 and 21 respectively

Amendments to PFRS Pbct-tbne Adoption ofPhil4pbse FbancIcJReporting1SandaMs and

PAS 27 Separate and CowolldofedFbiancialStmenenis Cost of an Investment hr

Sebsidiary Jointly Controlled Entity orAssoclate allow an entity to determine the cost of

investments in subsidiaries jointly controlled entities or associates in its opening PFRS

financial statements in accàrdance with MS 27 or using deemd cost method The

amendment to PAS 27 required all dividends from subsidiaryjointly controlled entity or

associate to be recognized in the income statement in the separatctlnancial statement The

revision to PAS 27 was applied prospectively The new requirement does not have an impact

on the Groups consolidated financial statements

PFRS Operating Segmentt replaced PAS 14 Segment Reporting upon its effective date

The Group concluded that the operating segment determined in accordance with PFRS are

the same as the business segment previously identified under PAS 14

The following new and amended PFRS and Pbilippine Iutip1ations did not have significant

impact on the Groups consolidated financial statements

Amendment to PFRS Share-based Payment Vesting Conditions and Cancellations clarifies

the definition of vesting conditions and prescribes the treatment for an award that is cancelled

PAS 32 FinancIal Instruments Presentation and Amendment to PAS allows limited scope

exception for puttable financial instruments to be classified as equity if they fulfill number of

teL
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Philippine Lilvtatio IFRIC Reassecment ofEmbedded Derivatives and Amendments

to PAS 39 Fbanciajfrsgrwnegt Recognition wdMeasuremen4 requires an entity to assess

whether an embedded derivative must be separated from host contract when the entity

reclassifies hybrid financial asset out of the fair value through profit or loss FVPL
category This assessment is to bernade based on circumstances that existed on the later of

the date the entity first became paty to the contract and the date of any contract amendments

that -igeficantIy change the cash flows of the contract PAS 39 now states that ifan

embedded derivative cannot be reliably measured the entire hybrid instrument must remain

classified as at FVPL

Philippine interpretation ERIC 13 Cusiomer Lo.alty Programmesrequires customer lcralty

credits to be accounted foras separate component of the sales transaction in which they are

Philippine Interta1ion ERIC 16 Hedges of Net hiveslment in Foreign Operation

provides guidancà on the accounting for hedge of net investment As such it provides

guidance on identifying the foreign currency risks that qualify for hedge accounting in the

hedge of net investijient where within the group the hedging instruments can be held in the

hedge of net investnIent and how an entity should determine the amount of foreign currency

gain or loss relating to both the net investment and the hedging instrument to be recycled on

disposal of the net investment

Philippine Intcrpretation ERIC 18 7wqfrrs ofAssets from Customev provides guidance on

how to account for items of property plant and equipment received fromcustomers or cash

that is received and used to acquire or construct assets that are used to connect the customer to

network or to provide ongoing access to supply of goods or services or both When the

fransfbned item meets the definition of an asse1 the asset is measured at fair value on initial

recognition as part of an exchfinge transaction The services delivered are identified and the

consideration received the fair value of the asset allocated to each identifiable service

Revenue is recognized as each service is delivered by the entity

frprowmmtr I0FFRSs

In 2008 and 2009 the International Accounting Standards Board issued its first omnibus of

amendments to its standards primarily with view to removing inconsistencies and clarifying

wording There are separate transitional provisions for each standard Adoption of the following

improvements to standards did not have any material impact on the Groups consolidated financialSu
PFRS Non-cwrentAssets Heldfor Sale and Discontinued Operations specifies when

subsidiary is held for sale all of its assets and liabilities will be classified as held for sale

under PFRS even when the entity retains non-controlling interest in the subsidiary after

the sale

MS clarifies assets and liabilities classified as held for trading are not automatically

classified as current in the balance sheet

Amendment to PAS 16 Proper4 Plant dqz4pment replaces the term net selling price

with fair value less costs to sell to be consistent with PFRS Non-currentAasets Heldfor

sle and Discontinued operations and PAS 36 impairment ofAsset It also clarifies that

items of property plant and equipment held for rental that are routinely sold in the ordinary
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course of business after rient4 are transferred to inventoiy when rental ceases and they are

held for sale Proceeds of such sales are subsequently shown as revenue Cash payments on

initial recognition of such items the cash receipts from renis and subsequent sales are all

shown as cash flows flm operating activities

MS 19 Employee Benefits revises the definition of past service costs to include reductions

in benefits related to past services negative past service costs and to exclude reductions in

benefits related to future services that arise from plan amendments Amendments to plans that

result in reduction in benefits related to future services are accounted for as curtailment It

also revises the definition of return on plan assets to exclude plan adminisiration costs if they

have already been included in the actuarial assumptions used to measure the defined benefit

obligation It also revises the definition of short-termand other long-term employee

benefits to focus on the point in time at which the liability is due to be settled It also deletes

the reference to the recognition of contingent liabilities to ensure consistency with PAS 37

FrovLrons Contingent Liabilities and ContfrzgentAssets

PAS 20 Accountingfor Government Grants andDisclosures fGovernmentAssIstance

clarifies that loans granted with no or low interest rates will not be exempt from the

requirement to impute interest The difference between the amount received and the

discounted amount is accounted for as govennneflt grant

PAS 23 revises the definition of borrowing costs to consolidate the types of items that are

considered components of borrowing costs i.e components of the inttest expense

calculated using the effective interest rate method This revised standard disallows the

alternative treatment of borrowing costs which pennils the recognition of borrowing costs as

PAS 28 Investment in Associates clarifies that ifan associate is accounted for at fair value in

accordance with PAS 39 only the requirement of PAS 28 to disclose the nature and extent of

any significant restrictions on the ability of the associate to transfer funds to the entity in the

form of cash or repayment of loans applies It also defines an investment in an associate as

single asset for the purpose of conducting the impairment test Therefore any impairment test

is not separately allocated to the goodwill included in the investment balance

PAS 29 Financial Reporting in Hyperfr/Zationaiy Economies revises the reference to the

exception that assets and liabilities should be measured at historical cost such that it notes

property plant and equipment as being an example rather than implying that it is definitive

list

PAS 31 bzterest in Jobit Ventures clarifies that ifajoint venture is accounted for at fair

value in accordance with MS 39 only the requirements of PAS 31 to disclose the

commitments of the venturer and the joint venture as well as summaiyfinancial information

about the assets liabilities income and expense will appiy

MS 36 provides that when discounted cash flows are used to estimate fair value less cost to

sell additional disclosure is required about the disOount rate consistent with disclosures

required when the discounted cash flows are uSed to estimate value-in-use

PAS 38 Intangible Assets provides that expenditure on advertising and promotional

activities isto be recognized as an expense when the Company either has the right to access

the goods or has received the services Advertising and poinotional activities now
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specifically include mail order catalogues It also deletes refeaences to there being rarely if

ever persuasive evidence to support an amoitimtion method for finite life intangible assets

that results in lower amount of accumulated mcwt4on than under the straight-line

method tbeaeby effectively allowing the use of the unit of production method

MS 39 provides changes in circumstances relating to derivatives specifically derivatives

designated or do-designated as hedging instruments after initial recognition are not

reclassifications It also clarifies when financial assets are reclassified as result of an

insurance company changing its accounting policy in accordance with paragraph 45 of

PFRS hzsurance Contracts such is change in circuxnstance not reclassification It

farther removes the reference to segment when detennining whether an instrument

qualifies as hedge It requires use of the revised effective interest rate rather than the

original effective interest rate when remeasuring debt instrument on the cessation of fair

value hedge accounting

PAS 40 Investment Properties revises the scope and the scope of PAS 16 to include

property that is being constructed or developed for future use as an investment property

Where an entity is unable to detennine the fair value of an investment property under

construction but expects to be able to deteiwine its fair value on completion the investment

under construction will be measured at cost until such time as fair value can be determined or

construction is complete

PAS 41 Agriculture removes the reference to the use of pretax discount rate to determine

fair value thereby allowing use of either pretax or post-tax discount rate depending on the

valuation methodology used and removes the prohibition to take into account cash flows

resulting from any additional transformations when estimating fair value Instead cash flows

that are expected to be generated in the most relevant market are taken into account

PAS 18 Revenue specifies no transitional provisions the amendment issued in 2009 is

effective immediately and retrospectively The amendment adds guidance which

accompanies the standard to determine whether an entity is acting as principal or as agent
The features indicating an entity is acting as principal are whether the cntity has primaiy

responsibility for providing the goods or services has inventoq rislç has discretion in

establishing prices and bears the credit risk The Group has assessed its revenue

arrangements against these criteia and concluded that it is acting as principal in all

arrangements The mvenue recognition policy has been updated accordingly

Future Qmnges in Accounting Policies

The following standards and intcqta1ions will become effective subsequent to year 2009 The

Group does not expect the adoption of the applicable new and amended PFRS and Philippine

Inteiprtations to have significant impact on the Groups consolidated financial statements

Effective 2010

Philippine Interpretation IFRJC 17 DLriributiozs ofNon-Cash Assets to Oswr provides

guidance on how to account for non-cash distributions to owners The interpretation clarifies

when to recognize liability how to measure it and the associated asaets and when to

derecognize the asset and liability The Company does not expect the Interpretation to have an

impact on the financial statements as the Company has not made non-cash distributions to

shareholders in the past
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Revised PFRS Business Combinations Revised and PAS 27 Consolidated and Separate

Financial Statements Amended introduce number of changes in the accounting for

business combinations that will impact the amount of goodwill recognized the reported

results in the period that an acquisition occurs and future reported results The revised PAS 27

requires among others that change in ownership interests of subsidiary that do not

result in loss of control will be accounted for as an equity transaction and will have no impact

on goodwill nor will it give rise to gain or loss losses incurred by the subsidiary will be

allocated between the controlling and non-controlling interests previously referred to as

minority interests even ifthe losses exceed the non-controlling equity investment in the

subsidiaiy and on loss of control of subsidiaiy any retained interest will be reineasured

to fair value and this will impact the gain or loss recognized on disposal The changes

introduced by the revised PFRS must be applied prospectively and PAS 27 must be applied

retrospectively
with few exceptions

PAS 39 Financial Instruments Recognition and Measwement Eligible Hedged Items

addresses only the designation of one-sided risk in hedged item and the designation of

inflation as hedged risk or portion in particular situations The amendment clarifies that an

entity is permitted to designate portion of the fair value changes or cash flow variability of

financial instniment as hedged item

PFRS Share-based Payments Group Cash-settled Share-based Payment Transactions

clarifies the scope and the accounting for group cash-settled share-based payment transactions

The Company has concluded that the amendment will have no impact on the financial position

or performance of the Company as the Company has not entered into any such share-based

payment transactions

Philippine Interpretation FRJC 19 Extinguishing Financial Liabilities with Equity

Itruments provides guidance on how to account for the extinguishment of financial

liability by the issve of equity instruments These transactions are often referred to as debt for

equity swaps

improvements to PFRS

PFRS Share-based Payment clarifies that the contribution of business on formation of

joint venture and combinations under common control are not within the scope of PFRS

even though they are out of scope of PFRS Business Combinations Revised

PFRS Noncun-ent Assets Heldfor Sale and Discontinued Operations clarifies that the

disclosures required in respect of non-current assets and disposal groups classified as held for

sale or discontinued operations are only those set out in PFRS The disclosure requirements

of other PFRSs only apply ifspecifically required for such non-current assets or discontinued

operations

PFRS Operating Segments clarifies that segment assets and liabilities need only be reported

when those assets and liabilities are included in measures that are used by the chief operating

decision maker

Improvements to PAS Presentation ofFinancial Statements clarifies that the terms of

liability that could result at anytime in its settlement by the issuance of equity instruments at

the option of the counterparty do not afibet its classification
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Improvements to PAS Statement of Cash Flows explicitly states that only expenditure that

results in recognized asset can be classified as cash flow from investing activities

PAS 17 Leases removes the specific guidance on classifying land as lease Prior to the

amendment leases of land were classified as operating leases The amendment now requires

that leases of land are classified as either finance or operating hi accordance with the

general principled of PAS 17 The amendments will be applied retrospectively

PAS 36 Impairment of4sseir clarifies that the largest unit permitted for allocating goodwiii

acquired in business combination is the operating segment as defined in PFRS before

aggregation forreporting purposes

PAS 38 Intangible Asser clarifies that Wan intangible asset acquired in business

combination is identifiable only with another intangible asset the acquirer may recognize the

group of intangible assets as single asset provided the individual assets have similar useful

lives This also clarifies that the valuation techniques presented for determining the fair value

of intangible assets acquired in business combination that are not traded in active markets

are only examples and are not restrictive on the methods that can be used

Philippine Interpretation IFRIC Reassesrment ofEmbedded Derivatives clarifies that it

does not apply to possible reassessment at the date of acquisition to embedded derivatives in

contracts acquired in business combination between entities or businesses under common
control or the formation ofjoint venture

Effictive in 2011

Philippine Interpretation IFRIC 16 Hedge ofa Net Invesnent hi Foreign Operation states

that in hedge of net investment in foreign operation qualifying hedging instruments may
be held by any entity or entities within the group including the foreign operation itself as long

as the designation documentation and effectiveness requirements of PAS 39 that relate to

net investment hedge are satisfied

Effective In 2012

Philippine Interpretation IFRJC 15 Agreementfor Construction ofReal F.rtate covers

accounting for revenue and associated expenses by entities that undertake the construction of

real estate directly or through subcontractors This Interpretation requires that revenue on

construction of real estate be recognized only upon completion except when such contract

qualifies as construction contract to be accounted for under PAS 11 Construction Contracts

or involves rendering of services in which case revenue is recognized based on stage of

completion Contracts involving provision of services with the construction materials and

where the risks and reward of ownership are transfeffed to the buyer on continuous basis

will also be accounted for based on stage of completion

Effective in 2013

PFRS Financial frzstrwnents specifies how an entity should classify and measure financial

assets including some hybrid contracts It applies consistent approach to classifying

financial assets and replace the numerous categories of financial assets in PAS 39 each of

which had its own classification criteria This also results in one impainnent method

The Group continues to assess the impact ofthe above new and amended accounting standards and

interpretations effective subsequent to 2009 on its consolidated financial statements in the period of

initial application Additional disclosures required by these amendments will be included in the

consolidated financial statements when these amendments are adopted
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Investments in Associates

Associates are entities which the Group has significant influence but not control generally

accompanying shareholding of between 20% to 50% of the voting rights Investments in

associates are accounted for under the equity method of accounting

The Groups share of its associates post-acquisition profits or losses is recognized in the

consolidated statement of comprehensive income and its share of post-acquisition movements in

reserves is recognized in reserves The cumulative post-acquisition movements are adjusted

against the canying amount of the investment Distributions received from an investee reduce ihe

carrying amount of the investment When the Groups share of losses in an associate equals or

exceeds its interest in the associate including any other unsecured receivables the Group does not

recognize further losses unless it has incurred obligations or made payments on behalf of the

associate

Unrealized gains on transactions between the Group and its associates are eliminated to the extent

of the Groups interest in the associates Unrealized losses are also eliminated unless the

transaction provides evidence of an impairment of the asset transferred Accounting policies have

been changed where necessary to ensure consistency with the policies adopted by the Group

Interest in Jointly Controlled Assets

Interest in jointly controlled assets is accounted for by recognizing in the consolidated financial

statements the Groups share in the jointly controlled assets The share is included principally in

the Receivables Property and equipment and Deferred oil exploration costs accounts in the

consolidated balance sheets Any liabilities incurred jointly with the other venturers are recognized

under Accounts with Partners in the consolidated balance sheets Related revenues and expenses

are recognized in the consolidated statements of comprehensive income

Business Combination and Goodwill

Business combinations are accounted for using the purchase method This involves recognizing

identifiable assets and liabilities of the acquired business initially at fair value If the acquirers

interest in the net fair value of the identifiable assets and liabilities exceeds the cost of the business

combination the acquirer shall reassess the identification and measurement of the acquirees

identifiable assets and liabilities and the measurement of the cost of the combination and

recognize immediately in profit or loss any excess remaining after that reassessment

When business combination involves more than one exchange transaction each exchange

transaction shall be treated separately using the cost of the transaction and fair value information at

the date of each exchange transaction to determine the amount of any goodwill associated with that

transaction This results in step-by-step comparison of the cost ofthe individual investments

with the Groups interest in the fair value of the acquirees identifiable assets liabilities and

contingent liabilities at each exchange transaction The fair values ofthe acquirees identifiable

assets liabilities and contingent liabilities may be different at the date of each exchange

transaction Any adjustments to those fair values relating to previously held interests of the Group
is revaluation to be accounted for as such and presented separately as part of equity

Goodwill represents the excess of the cost of an acquisition over the fairvalue of the Groups
share in the net identifiable assets of the acquired subsidiarj or associate at the date of acquisition
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Goodwill on acquisitions of subsidiaries is recognized separately as noncunent asset Goodwill

on acquisitions of associates is included in investments in associates and is tested annually for

impairment as part of the overall balance

Goodwill is reviewed for impairmnei annually or more frequently ifevents or changes in

circumstances indicate that the carrying value may be impaired

Impairment is determined for goodwill by assessing the recoverable amount of the cash-generating

unit CGU or group ofCGUs to which the goodwill relates Where the recoverable amount of

the CGU or group of CGUs is less than the carrying amount of the CGU or groupofCGUs to

which goodwill has been allocated an impairment loss is recognized Impairment losses relating

to goodwill cannot be reversed hi future periods The Group performs its impairment test of

goodwill on an annual basis

Cash and Cash Bquivalenls

Cash consists of 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 upto
three months or less from dates of acquisition and are subject to an insignificant risk of change in

value

Financial Instruments

Date ofrecognition

The Group recognizes financial asset or financial liability in the consolidated balance sheet

when it becomes party to the contractual provisions ofthe 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 on the settlement date

Initial recognition and classficafion offinancial instrwnents

Financial instruments are recognized initially at fair value which is the fair value of the

consideration given incase of an asset or received in case of liability The initial

measurement of financial instruments except for those designated at FVPL includes transaction

cost

On initial recognition the Group classifies its financial assets in the following categoiies

financial assets at FVPL held-to-maturity HTh4 investments AFS financial assets and loans

and receivables as appropriate Financial liabilities are classified as either financial liabilities at

FVPL or other financial liabilities as appropriate The classification depends on the purpose for

which the investments are acquired and whether they are quoted in an active market Management

determines the classification of its financial assets and financial liabilities at initial recognition

and where allowed and appropriate re-evaluates such designation at each balance sheet date

Financial instruments are classified as liabilities or equity in accordance with the substance ofthe

contractual arrangement Interest dividends gains and losses relating to financial instrument or

component that is financial liability are reported as expense or income Distributions to

holdera of financial instruments classified as equity are charged directly to equity net of any

related income tax benefits

As of December 31 2009 and 2008 the Group has no financial assets classified as HTM
investments and financial assets and financial liabilities at FVPL
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DeterminatIon of/air value

The fair value of financial instruments that are actively traded in organized financial markets is

determined by reference to quoted market prices bid price fcc long positions and ask p.1cc for

short positions without any deduction from transaction costs at the close of business on the

balance sheet date When current bid and asking prices are not available the price of the most

recent transaction is used since it provides evidence of crsueut fair value as long as there has not

been significant change in economic circumstances since the time of transaction

For investments and all other financial instruments where there is no active market fair value is

determined using generally acceptable valuation techniques Such techniques include using arms

length market transactions reference to the current market value of another instnmrent which is

substantially the same discounted cash flow analysis and other valuation models

Day irrofit

Where the transaction price in non-active market is different from the fair value based on other

observable current market transactions in the same instrument or based on valuation technique

whose variables include only data from observable market the Group recognizes the difference

between the transaction price and fair value Day profit in the consolidated statement of

comprehensive income unless it qualifies for recognition as some other type of asset In cases

where use is made of data which is not observable the difference between the transaction prce
and model value is only recognized in the consolidated statement of comprehensive income when
the inputs become observable or when the instrument is derecognized For each transaction the

Group determines the appropriate method of recognizing the Day profit amount

nbedded derivatives

An embedded derivative is separated from the host financial or nonfinancial contract and

accounted for as derivative if all of the following conditions are met

the economic characteristics and risks of the embedded derivative are not closely related to the

economic characteristic and risks of the host contract

separate instrument with the same terms as the embedded derivative would meet the

definition of derivative and

the hybrid or combined instrument is not recognized as at FVPL

The Group assesses whether embedded derivatives are required to be separated from host

contracts when the Group first becomes party to the contract Reassessment only occurs ifthere is

change in the terms of the contract thatcsignificantly modifies the cash flows that would

otherwise be requirecL

Embedded derivatives that are biibrcated from the host contracts are accounted fbr either as

financial assets or financial liabilities at FVPL Changes in fair values are included in the

consolidated statement of comprehensive income

The Group has no embedded derivatives as of December 312009 and 2008

Loans wzdeceivabks

Loans and receivables arc non-derivative financial assets with fixed or determinable payments that

are not quoted in an active market After initial measurement loans and receivables arc

subsequently carried at amortized cost using the effective interest methocL Amortized cost is

calculated taking into account any discount or premium on acquisition and includes transaction

costs and fees that are an integral part of the effective interest rate Gains and losses are
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recognized in the consolidated statement of comprehensive income when the loans and receivables

are derecogni2ed or impaired as well as through the amortization process These financial assets

are included in current assets ifmaturity is within twelve months from the balance sheet date

Otherwise these are classified as non-current assets

As of December 31 2009 and 2008 the Groups loans and receivables consist of cash and cash

equivalents and receivables see Note 20

AFS financial assets

AFS financial assets are non-derivative financial assets that are designated as AFS financial assets

or are not classified in any of the three other categories The Group designates financial

instruments as AFS financial assets if they are purchased and held indefinitely and may be sold in

response to liquidity requirements or changes in market conditions After initial recognition AFS
financial assets are measured at fair value with unrealized gains or losses being recognized directly

in equity as CC unrealized loss on decline in value of AFS financial assets

When the financial asset is disposed of the cumulative gains or losses previously recorded in

equity are recognized in the consolidated statement of comprehensive income Interest earned on

the investments is reported as Interest income using the effective interest method Dividends

earned on investments are recognized in the consolidated statement of comprehensive income as

Dividends income when the right of payment has been established The Group considers several

factors in making decision on the eventual disposal ofthe investment The major factor of this

decision is whether or not the Group will experience inevitable further losses on the investment

These financial assets are classified as noncurrent assets unless the intention is to dispose of such

assets within twelve months from the balance sheet date

As of December 31 2009 and 2008 the Group classifies its investments in shares of stocks as

AFS financial assets see Note

Otherfinancial liabilities

Other financial liabilities are initially recorded at fair value After initial recognition interest-

bearing loans and borrowings are subsequently measured at amortized cost using the effective

interest method Amortized cost is calculated by taking into account any issue costs and any
discount or premium on settlement Gains and losses are recognized in the consolidated statement

of comprehensive income when the liabilities are derecognized as well as through the amortization

process

As of December 31 2009 and 2008 the Group classifies its loans payable accounts payable and

accnied liabilities dividends payable and subscriptions payable as other financial liabilities

see Note 20

Offsetting Financial Instruments

Financial assets and financial liabilities are set off and the net amount is repoited in the

consolidated balance sheet if and only ff there is currently enforceable legal right to offset the

recognized amounts and there is an intention to settle on net basis or to realize the asset and

settle the liability simultaneously

Impairment of Financial Assets

The Group assesses at each balance sheet date whether financial asset or group of financial

assets is impaired financial asset or group offinancial assets is deemed to be impaired if and
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only there is objective evidence of impairment as result of one or more events that has

occurred after the initial recognition of the asset an incurred loss event and that loss event

or events has an impact on the estimated future cash flows ofthe financial asset or the group of

financial assets that can be reliably estimated Evidence of impairment may include indications

that the contracted parties or group of contracted parties 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 defaults

Loans and receivables

If there is objective evidence that an impairment loss on financial assets carried at amortized cost

has been incurred the amount of loss is measured as the difference between the assets carrying

amount and the present value of estimated future cash flows excluding future credit losses that

have not been incurred discounted at the financial assets original effective interest rate i.e the

eflective interest rate computed at initial recognition The carrying amount ofthe asset shall be

reduced through the use of an allowance account The amount of loss is recognized in the

consolidated statement of comprehensive income

The Group first assesses whether objective evidence of impairment exists individually for

financial assets that are individually signiflcan and individually or collectively for financial

assets that are not individually significant If it is determined that no objective evidence of

impairment exists for an individually assessed financial asset the asset is included in the group of

financial assets with similar credit risk and characteristics and that group of financial assets is

collectively assessed 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 iinpainnent and for which an impairment loss is or continues to be recognized are not

included in collective assessment of impairment

It in subsequent period the amount ofthe impairment loss decreases and the decrease can be

related objectively to an event occurring after the impairment was recognized the previously

recognized impairment loss is reversed Any subsequent reversal of an impairment loss is

recognized in the consolidated statement of comprehensive income to the extent that the carrying

value of the asset does not exceed what its amortized cost could have been had there been no

impairment at the reversal date

In relation to receivable provision for impainnent is made when there is objective evidence

such as the probability of insolvency or significant financial difficulties ofthe debtor that the

Group will not be able to collect all the amounts due under the original terms of the invoice The

carrying amount of the receivable is reduced through the use of an allowance account Impaired

receivables are derecognized when they are assessed as uncollectible

FinanCkIJ assets carried at cost

If there is objective evidence of impairment on an unquoted equity instrument that is not carried at

fair value because its fair value cannot be reliably measured or on derivative asset that is linked

to and must be settled by delivery of such an unquoted equity instrument the amount of the loss is

measurçd as the difference between the assets carrying amount and the present value of estimated

future cash flows discounted at the current market rate of return of similar financial asset
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AFSftnancial assets

For AFS financial assets the Group assesses at each balance sheet date whether there is objective

evidence that financial asset or group of financial assets is impaired

In case of equity investments classified as AFS financial assets this would include significant or

prolonged decline in the fair value of the investments below its cost When 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

consolidated statement of comprehensive income is removed from equity and recognized in the

consolidated stteiuent of comprehensive income

Impairment losses on equity investments are not reversed through the consolidated statement of

comprehensive income Increases in fair value after impairment are recognized directly in equity

In the case of debt instruments classffied as AFS financial assets impairment is assessed based on

the same criteria as financial assets carried at amortized cost Future interest income is based on

the reduced carmying 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 consolidated statement of comprehensive income in subsequent year

the fair value of debt instrument increases and the increase can be objectively related to an event

occurring after the impairment loss was recognized in the consolidated statement of

comprehensive income the impairment loss is reversed through the consolidated statement of

comprehensive income

Derecognition of Financial Assets and Financial Liabilities

Financial assets

financial asset or where applicable part of financial asset or part of group of similar

financial assets is derecognized when

the rights to receive cash flows from the asset have expired

the Group retains the right to receive cash flows from the asset but has assumed an obligntion

to pay them in full without material delay to third party under pass-through arrangement

or

the Group has transferred its mights to receive cash flows from the asset and either has

transferred substantially all the risks and rewards of the asset or has neither transferred nor

retained substantially all risks and rewards of the asset but has transferred control of the asset

Where the Group has transferred its rights to receive cash flows from an asset or has entered into

pass-through arrangement and has neither transferred nor retained substantially all the risks and

rewards of the asset nor transferred control of the asset the asset is recognized to the extent of the

Groups continuing involvement in the asset Continuing involvement that takes the form of

guarantee over the transferred asset is measured at the lower of the original canying amount ofthe

asset and the maximum amount of consideration that the Group could be required to repay

When continuing involvement takes the form of written and/or purchased option including

cash-settled option or similar provision on the transferred asset the extent of the Groups

continuing involvement is the amount of the transferred asset that the Group may repurchase

except that in the case of written put option including cash-settled option or simiIr provision

on asset measured at fair value the extent of the Groups continuing involvement is limited to the

lower of the fair value of the transferred asset and the option exercise price
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Financial liabilities

financial liability is derecogni2ed when the obligation under the liability was discharged

cancelled or has expired

Where an existing financial liability is replaced by another from the same lender on substantially

different terms or the terms of an existing liability are substantially modified such an exchange or

modification is freated as derecognition of the original liability and the recognition of new

liability and the difference in the respective canying amounts is recognized in the consolidated

statement of comprehensive income

Crude Oil Inventory

Crude oil inventory is carried at market value

Property and Equipment

Property and equipment are stated at cost less accumulated depletion depreciation and

amortization and any impairment in value Such cost includes the cost of replacing part of such

prOperty and equipment when that cost is incurred and the recognition criteria are met

The initial cost of property and equipment other than wells platforms and other facilities

comprises its purchase price including taxes and any directly attributable costs of bringing the

asset to its working condition and location for its intended use Expenditures incurred after the

property and equipment have been put into operation such as repairs and maintenance are

normally charged to income in the period the costs are incurrecL In situations where it can be

clearly demonstrated that the expenditures have resulted in an increase in the future economic

benefits expected to be obtained from the use of an item of property and equipment beyond its

originally assessed standard of performance the expenditures are capitalized as additional cost of

property and equipment

When assets are retired or otherwise disposed of the cost and related accumulated depletion

depreciation and amortization and any allowance for impairment are removed from the accounts

and any gain or loss resulting from their disposals is recognized in consolidated stten1ent of

comprehensive income

Depletion of wells platforms and other fudiities are provided on field basis under the unit-of-

production method based upon estimates of proven reserves The depletion base includes the

exploration and development cost of producing oilflelds

Depreciation of property and equipment other than wells platforms and other facilities is

computed using the straight-line method over the estimated useful lives of the assets as follows

Number of Years

Office condominium units and improvements 20

Transportation equipment

Office fliniiftue fixtures and equipment

Depreciation and amortization of an item of property and equipment begins when it becomes

available for use i.e when it is in the location and condition necessary for it to be capable of

operating in the manner intended by management Depreciation or amortization ceases at the

earlia of the date that the item is classified as held for sale or included in disposal group that is

classified as held for sale hi accordance with PFRS Noncwrent Assets fieldfor Sale and

DLccmtfrwed Operations and the date the asset is daecognizcd
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Wells in progress pertains to those development costs rebting to Service Coniract SC where oil

in commercial quantities are discovered and are subsequently reclassified to Wells platforms and

other facilities shown undei Property and equipment account in the consolidated balance sheet

upon commercial production Depletion of wells in progress commences upon transfer to property

and equipment

The assets useful lives and depletion depreciation and anlortizdtion methods are reviewed

periodically to ensure that the periods and methods ofdepletion depreciation and amoiizttion are

consistent with the expected pattern of economic benefits from items of property and equipment

Deferred Oil Exploration Costs

The Group follows the full cost method of accounting for exploration costs determined on the

basis of each SC/Geophysical Survey and Exploration Contract OSEC area Under this method
all exploration costs relating to each SC/GSEC are defened pending detennination of whether the

contract area contains oil and gas reserves in commercial quantities The exploration costs

relating to the SC/GSEC area where oil and gas in commercial quantities are discovered are

subsequently capitalized as Wells platforms and other facilities shown under the Property and

equipmenf account in the consolidated balance sheet upon commercial production When the

SC/GSEC is permanently abandoned or the Group has withdrawn from the consortiwn the related

deferred oil exploration costs are written-off SCs and GSECs are considered permanently

abandoned ifthe SCs and GSECs have expired and/or there arc no definite plans for further

exploration and/or development

impairment of Nonfinancial Assets

The Group assesses at each balance sheet date whether there is an indication that noncurrent

nonfinancial assets which include property and equipment investments in associates deferred oil

exploration costs and other noncurrent assets may be impaired If any such indication exists or

when annual impairment testing for an asset is required the Group makes an estimate of the

assets recoverable amount An assets recoverable amount is the higher of an assets or CGUs
fair value less costs to sell and its value in use and is determined for an individual asset unless the

asset does not generate cash inflows that are largely independent ofthose from other assets or

groups of assets Where the canying amount of an asset exceàds its recoverable amount the asset

is considered impaired and is written down to its recoverable amount In assessing value-in-use

the estimated future cash flows are discounted to their present value using pro-tax discount rate

that reflects cunent market assessments of the time value of money and the risks specific to the

asset Impairment losses of continuing operations are recognized in the consolidated statement of

comprehensive income in those expense categories consistent with the function of the impaired

For assets excluding goodwill an assessment is made at each balance sheet date as to whether

there is any indication that previously recognized impairment losses may no longer exist or may
have decreased If such indication exists the recoverable amount is estimated previously

recognized irnpainnent loss is reversed only ifthere has been change in the estimates used to

determine the assets recoverable amount since the last impairment loss was recognized if that is

the case the carrying amount ofthe asset is increased to its recoverable amount That increased

amount cannot exceed the carrying amount that would have been determined net of accumulated

depletion depreciation and amortization had no impairment loss been recognized for the asset in

prior years Such reversal is recognized in the consolidated statement of comprehensive income

unless the asset is carried at revalued amount in which case the reversal is treated as revaluation

increase After such reversal the depreciation charge is adjusted in future periods to allocate the

aSsets revised carrying amount less any residual value on systematic basis over its remaining

useful life
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Capital Stock

Capital stock is measured at par value for all shares issued When the Group issues more than one

class of stock separate account is maintained for each class of stock and the number of shares

issued Incremental costs incurred directly attributable to the issuance of new shams are shown in

equity as deduction from proceeds net of tax

Own equity instruments which are reacquired treasuly shares are recognized at cost and

deducted from equity No gain or loss is recognized in profit or loss on the purchase sale issue or

cancellation of the Groups own equity instruments Any difference between the cariying amount

and the consideration is recognized in paid-in capital in excess of par

Retained Earnings Deficit

Retained earnings deficit represent the cumulative balance of net income loss dividend

distributions prior period adjustments effects of changes in accounting policy and other capital

adjustments

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the

Group and the amount of revenue can be reliably measured Revenue is measured at the fair value

of the consideration received excluding discounts and other sales taxes or duty The following

specific recognition criteria must also be met before revenue is recognized

Petroleum revenue

Revenue from petroleum operations is recognized as income at the time of production

Rental frome

Rental income is accounted for on straight-line basis over the related lease terms

Interest income

Interest income is recognized as the interest accrues taking into account the effective yield on the

Dividend income

Dividend income is recognized when the right to receive the payment is established

Costs and Expenses Recognition

Costs and expenses are recognized in profit or loss when decrease in future economic benefit

related to decrease in an asset or an increase of liability has arisen that can be measured

reliably Costs and expenses are recognized in the consolidated statement of comprehensive

income in the period in which they are incurred

Borrowmg Costs

Borrowing costs generally are recognized as expense in the consolidated stdtcluent of

comprehensive income when incurred Borrowing costs are capitalized if they are directly

attributable to the acquisition or construction of qualifying asset Capitalization of borrowing

costs commences when the activities to prepare the asset are in progress and expenditures and

borrowing costs are being incurred Borrowing costs are capitalized until the assets are

substantially ready for their intended use If the canying amount of the asset exceeds its estimated

recoverable amount an impairment loss is recorded
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Rcdment Benefits Costs

tirement benefits costs arc actuarially determined using the prqjected unit credit method The

projected unit credit method considers each period of service as giving rise to an additional unit of

benefit entitlement and measures each unit separately to build up the final obligation Upon
introduction of new plan or improvement of an existing plan past service costs arc recognized

on straight-line basis over the average period until the amended benefits become vested To the

extent that the benefits are already vested immediately past service cost is immediately expensed

Actuarial gains and losses are recognized as income or expense when the cumulative unrecognized

actuarial gfiin and losses at the end of the previous reporting year exceeded 10% of the higher of

the present value of defined benefits obligation and the fair value of plan assets at that date These

gains or losses are recognized over the expected average remaining working lives of the

employees participating in the plan

Retiewent benefits liability is the aggregate of the present value ofthe defined benefits obligation

and actuarial gains and losses not recognized reduced by past service cost not yet recognized and

the fair value of plan assets out of which the obligations are to be settled directly If such

aggregate is negative the asset is measured at the lower of such aggregate or the aggregate

cumulative unrecognized net actuarial losses and past service cost and the present value of any

economic benefits available in the form of refunds from the plan or reductions in the future

contributions to the plan

If the asset is measured at the aggregate of cwnulative unrecognized net actuarial losses and past

service cost and the present value of any economic benefits available in the form of refunds from

the plan or reductions in the future contributions to the plan net actuarial losses of the current

period and the past service cost ofthe current period are recognized immediately to the extent tkat

they exceed any reduction in the present value of these economic benefits If there is no change or

there isan increase hi the present value of economic benefits the entire net actuarial losses of the

current pàriod and the past service cost of the current period are recognized immediately to the

extent that they exceed any reduction in the present value of these economic benefits SunilRrIy

net actuarial gains ofihe current period after the deduction of past service cost of the cunent

period exceeding any increase in the asset is measured with the aggregate of cumulative

unrecognized net actuarial losses and past service cost at the present value of any economic

benefits available in the form of refunds from the plan or reductions in the future contributions to

the plan If there is no change or there is decrease in the present value of the economic benefits

the entire net actuarial gains of the current period after the deduction of past service cost of the

current period are recognized immediately

The determination of whether an arrangement is or contains lease is based on the substance

of the arrangement at inception date whether the fulfillment of the arrangement is dependent

on the use of specific asset or the arrangement conveys right to use the asset

reassessment is made after inception of the lease only if one of the following applies

there is change in contractual terms other than renewal or extension of the

arrangement

renewal option is exercised or extension granted unless the term of the renewal or

extension was initially included in the lease term

there is change in the determination of whether fulfillment is dependent on specified

asset or

tbere isasubstantial change to the asset
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Where reassessment is made lease accounting shall commence or cease from the date when

the change in cireumstances gave rise to the reassessment for scenarios or and at

the date of renewal or extension period fur scenario

Leases where the lessor retains substantially all the risks and benefits of ownership of the

asset are classified as operating leases Operating lease income are recognized in the

consolidated statement of comprehensive income on straight line basis over the lease term

Income Taxes

Cwrent income tax

Current income tax assets and liabilities for the current and prior periods are measured at the

amount expected to be recovered from or paid to the tax authority The tax rates and tax laws

used to compute the amount are those that are enacted or substantively enacted as of the

balance sheet date

Dredkzr
Deferred tax is recognized on all temporary differences at the balance sheet dale between the

tax bases of assets and liabilities and their carrying amounts for financial reporting purposes

Deferred tax liabilities are recognized for all taxable temporary differences Deferred tax assets

arc recognized for all deductible temporary differences and carzyfcrward benefits of unused tax

credits from excess of minimumcorporate income tax MCI1 over the regular corporate income

tax RCIT MCand unused tax losses from net opemting loss carryover NOLCOto

the extent that it is probable that sufficient future taxable profits will be available against which

the deductible temporary differences excess MCIT and NOLCO can be utilized

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to

the extent that it is no longer probable that sufficient future taxable profits will be available to

allow all or part of the defied tax assets to be utilized Unrecognized deferred tax assets are

reassessed at each balance sheet date and are recognized to the extent that it has become probable

that sufficient future taxable profits will allow the deferred tax assets to be recovered

Deferred tax assets and defeued lax liabilities are measured at the tax rates that are expected to

app1y to the period when the asset is realized or the liability is settled based on tax rates and tax

laws that have been enacted or substantively enacted at the balance sheet date

Deferred tax assets and deferred tax liabilities are offset if legally enforceable right exist to set

off cwrent tax assets ginst current tax liabilities and the deferred taxes relate to the same taxable

entity and the same taxation authority

Provisions and Contingencies

Provisions are recognized when the Group has present obligation legal or constructive as

result of past event it is probable that an outflow of resources embodying economic benefits

will be required to settle the obligation and reliable estimate can be made of the amount of

the obligation If the effect of time value of money is material provisions am detunuined by

discounting the expected future cash flows at pretax rate that reflects current market assessment

of the time value of money and where appropriate the risks specific to the liability Where

discounting is used the increase in the provision due to passage of time is recognized as an

interest expense
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Contingent liabilities are not recognized in the consolidated financial statements These are

disclosed unless the possibility of an outflow of resources embodying economic benefits is

remote Contingent assets are not recognized in the consolidated financial statements but

disclosed when an inflow of economic benefits is probable

BasiclDiluted Earnings Per Share

Basic earnings per share is computed by dividing net income for the year by the weighted average

number of common shares issued and outstanding during the year after giving retroactive effect to

stock dividends declared and stock rights exercised during the year ifany

Diluted earnings per share is computed by dividing net income for the year after deducting

interest on convertible preferred shares by the weighted average number of shares issued and

outstanding during the year plus the weighted average number of common shares that would be

issued on the conversion of all dilutive potential common shares into common shares

As of December31 2008 the Group has potential dilutive common shares flm its stock rights

offering and no potential dilutive common shares in 2009 and 2007

oreign Currency Transactions and Translations

Transactions in foreign currencies are recorded using the applicable exchange rate at the date of

the transaction Outstanding monetaly assets and liabilities denominated in foreign currencies are

translated using the applicable closing functional currency exchange rate at the balance sheet date

Foreign exchange gains or losses arising from foreign currency-denominated transactions and

translations are recognized in the consolidated statement of comprehensive income

Segment Reporting

Currently the Group has only one business segment The Group is primarily involved in oil

exploration and production Revenue generated consists mainly of revenue from petroleum

operations The Group has no geographical segments

Management monitors the operating results of its business unit separately for the purpose of

making decisions about resource allocation and performance assessment Segment performance is

evaluated based on operating profit or loss which in certain respects is measured differently from

operating income or loss in the consolidated financial statements Group financing excluding

interest income and expense and income taxes are managed on group basis and are not allocated

to operating segments

Events After the Balance Sheet Date

Events after the balance sheet date that provide additional infonnation about the Groups position

at the balance sheet date adjusting events are reflected in the consolidated financial statements

Events after the balance sheet date that are not adjusting events are disclosed in the notes to

consolidated financial statements when material

Significant Judgments Accounting Estimates and Assumptions

The preparation ofthe consolidated financial statements in accordance with PFRS requires

management to make judgments estimates and assumptions that affect the reported amounts of

assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial

information and the reported amounts of income and expenses during the year Thejudginents
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estintc.c and assumptions used in the preparation of the consolidated financial sinlements arc

based upon managements evaluation of relevant acts and circumstances as of the date of the

consolidated financial si iiit Future evenis may occur which can cause the assumptions used

in arriving at those judgments and estimates to change The effecis will be reflected in the

consolidated financial statements as they become reasonably detennined

Judaments

in the process of applying the Groups accounting policies management has made the following

judgments apart from those involving estimations which have the most significant effect on the

amounts recognized in the consolidated financial statements

Detennbration offuncrional cwrency

The Parent Company based on the relevant economic substance of the underlying circumstances

has its functional currency determined to be the Peso it is the currency of the pimaiy economic

environment in which the Parent Company operates

Clascation offawncal hzsfrwnents

The Group classifies financial instrument or its components on initial recognition as financial

asset financial liability or an equity instrument in accordance with the substance of the

contractual arrangement and the definitions of financial asset financial liability or an equity

instrument The substance of financial instrument rather than its legal Ibrin governs its

classification in the consolidated balance sheet The classification of financial assets and financial

liabilities of the Group ate presented in Note 20

C7assflcàtkm of leases

The Group has entered into commercial property leases where it has determined that it retains all

the significant risks and rewards of ownership of these pjoperties and has classified the leases as

operating leases The Groups rent income is included in Other income in the consolidated

statements of comprehensive income

Esttes and Assumptions
The key assumptions concerning the future and other key sources of estimation as of balance sheet

date that have significant risk of causing material adjustment to the canying amounts of assets

and liabilities within the next financial reposiing year are discussed below

Impairment of loans and recehczbles

The Group assesses on regular basis ifthere is objective evidence of impainnent of loans and

receivables The amount of inipainnent loss is measured as the difference between the assets

canying amount and the present value of the estimated future cash flows discounted at the assets

original eflbetive interest rate The Group uses individual impairment assessment on its loans and

receivables The Group did not assess its loans and receivables for collective impairment due to

the few counterparties which can be specifically identified The amount of loss is recognized in

the consolidated statement of comprehatsive income with corresponding reduction in the

canying value of the loans and receivables through an allowance account

Total cariying value of loans and receivables amounted to P223.0 millionand P105.8 millionas of

December31 2009 and 2008 respectively see Notes 20 and 21 Allowance fir impainnent on

these financial assets amounted to P12.7 million as of December 312009 and 2008 ee Notes

and 21
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Measurement of market value ofcnde oil inventory

The market value of crude oil invcntoiy is based on the average Dubal price net of applicable

discount or including applicable premium which also represents an active market forthe product

As of December 31 2009 and 2008 the crude oil inventomy amounted to P40.5 millionand

P1.6 million respectively

Detennination offal value offinancial instrwnenLc

The Group canies certain financial assets and financial liabilities at fair value which requires use

of accounting estimates and judgment Significant components of fair value measurement were

determined using verifiable objective evidence i.e interest rate volatility rates However the

amount of changes in fair value would differ ifthe Group utilized different valuation

methodologies and asswnptions Any change in the fair value of these financial assets and

financial liabilities would affect the consolidated statement of comprehensive income and

consolidated statement of changes in equity

The carrying values and the fair values of financial assets and financial liabilities as of

December 31 2009 and 2008 are disclosed in Note 20

Impairment ofAFS financial assets

Quoted shares atfair value

An impairment loss arises with respect to AFS financial assets when there is objective evidence of

impairment which involves signiflcantjudgment In applying this judgment the Group evaluates

the financial health of the issuer among others In the case of AFS equity instruments the Group

expands its analysis to consider changes in the issuers industiy and sector performance legal and

regulatory frameworlç changes in technology and other factors that affect the recoverability of the

Groups investments

Unquoted shares at cost

Management believes that while the range of reasonable fair value estimates is significant the

probabilities of the various estimates cannot be reasonably assessed given the unquoted nature of

equity investments As result the Group carries unquoted AFS financial assets at cost less any

impairment hi value

The carrying amount of AFS financial assets amounted to P110.6 millionand P51.0 million as of

December31 2009 and 2008 respectively No impainnent losses were recognized in 20092008
and 2007 see Notes 920 and 21

Ectimation ofproven oil reserves

Proven reserves are estimated by reference to available reservoir and well information including

production and pressure trends for producing reservoirs and in some cases subject to definitional

limits to similardata from other producing reservoirs Proven reserves estimates are attributed to

future development projects only where there is significant commitment to project funding and

execution and for which applicabie governmental and regulatory approvals hMe been secured or

are reasonably certain to be secured All proven reserve estimates axe subject to revision either

upward or downward based on new information such as from development drilling and

production activities or from changes in economic factors including product prices contract terms

or development plans

Estimates of reserves fbr undeveloped or partially developed fields are subject to greatca

uncertainty over their future life than estimates ofreserves for fields that are substantially

developed and depleted As field goes into production the amount of proven reserves will be

subject to fluture revision once additional information becomes available As those fields are

further developed new infonnation may lead to revisions
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There has been no significant change in estimated recoverable reserves from December31 2003

to December31 2009

Estimation ofusef Id lives ofpropery and equipment

The Group estimates the useful lives of property and equipment based on the period over which

assets are expected to be available for use The estimated useful Jives of property and equipment

axe reviewed periodically and ale updated if expectations differ from previous esthnates due to

physical wear and tear technical or commercial obso1escence and legal or other limits on the use

of the assets Jn addition the estimation of the useful lives of property and equipment is based on

collective assessment of internal technical evaluation and experience with similar assets It is

possible however that future results of operations could be materiallyaffected by changes in

estimates brought about by changes in the factors and circumstances mentioned above

As of December 31 2009 and 2008 the net book values of property and equipment amounted to

P2921 millionand P297.1 million respectively see Note

Iinpainnent ofnonfinancial assets

Property and equipment investments in associates and other noncurrent assets are reviewed for

impairment losses whenever events or changes in cfrcwnstances indicate that the carrying amount

is not recoverable The factors that the Group considers important which could trigger an

impairmentreview include the following

Significant underperfbrmance relative to expected historical or projected future operating

results

Significant changes in the manner of use of the acquired assets or the strategy for overall

business and

Significant negative industry or economic trends

An impairment loss is recognized for the amount by which the carrying amount of the asset

exceeds its recoverable amount which is the higher of an assets fair value less costs to sell and

value-in-use For the purposes of assessing impairment assets aje grouped at the lowest levels for

which there are separately identifiable cash flows No impairment losses were recognized in 2009

and 2008 In 2007 the Parent Company recognized impairment loss on the goodwill related to the

acquisition ofPGO as subsidiary which amounted to P0.7 million

Impairment and write-off ofdefe red oil exploration costs

The Group assesses impairment on deferred oil exploration costs when facts and circumstances

suggest that the canying amount of the asset may exceed its recoverable amount Until the Group
has suflicient data to dtzuine technical feasibility and commercial viability deferred oil

exploration costs need not be assessed for impainnent Facts and circumstances that would

require an iznpainnent assessment as set forth in PFRS loration for Evaluation ofMberal

Resowes are as follows

The period for which the Group has the right to explore in the specific area has expired or

will expire in the near fliture and is not expected to be renewed

Substantive expenditure on further exploration for and evaluation of mineral resources in the

specific area is neither budgeted norplanned

Exploration for and evaluation of mineral resources in the specific area have not led to the

discovery of commercially viable quantities of mineral resources and the entity has decided to

discontinue such activities in the specific area and
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Sufficient data exist to indicate that although development in the specific area is likely to

proceed in full from successful development or by sale

The cariying value ofdeferred oil exploration cosis amounted to P823.7 million and

P821.2 million as of December 312009 and 2008 respectively Allowance for unrecoverable

deferred oil exploration costs amounted to P41.6 million as of December 312009 and 2008 No

iinpainnent loss was recognized in 20092008 and 2007 see Notes and 10

Retirement benefits costs

The cost of defined benefit retirement plans and other benefits is determined using actuarial

valuations The actuarial valuation involves making assumptions about discount rates investment

yield and future salaiy increases among others

While management believes that its assumptions are reasonable and appropriate significant

differences in actual experience or significant changes in the assumptions may materiallyaffect

the Groups retirement obligations The Group recognized retirement benefits costs amounting to

P6.9 million in 2009 P3.7 million in 2008 and P3.4 million in 2007 and related retiieiuent

benefits asset amounted to P0.9 million as ofDecember3l 2009 and related retirement benefits

liability amounted to P7.2 million as of December 312008 see Note 18

Recognition ofdeferred tax assets

The Group reviews deferred tax assets at each balance sheet date and adjust to the extent that it is

probable that sufficient figure taxable profits will be available to allow all or part of the deferred

tax assCts to be utilized As of December 31 2009 deferred tax asset on NOLCO amounting to

P23 million was recognized to the extent of deferred tax liability representing tax effect on

unearned crude oil revenue amounting to P7.2 million and unrealized foreign exchange gain

amàunting to P0.6 millionsee Note 19

As of December 312009 and 2008 the unrecognized deferred tax assets amounted to

P243 million and P26.5 million respectively see Note 19

Cash and Cash Equivalents

2009 2008

Cash on band and in banks P56084831 P980828

Short-term investments 46104000

P102188831 P980828

Cash in banks earn interest at respective bank deposit rates Short-term investments are made for

vazying periods of up to three months depending on the immediate cash requirements of the Parent

Company and earn interest at the respective short-term investment rates

ReceIvables

2009 2008

Accounts with contract operators see Note P12318328 P35015455

Advances to related companies see Note 15 25488607 25464610

Accrued utest see Note 15 22210578 22234743

Accounts with partners see Note 2023483 761259

Forward
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2009 2008

Advances to officers and employees P1652474 P1081779

Receivable fim Nido Peimlewn 27232131

Dividends 2250000

Others 9793272 3545693

133486742 117585670

Less allowance for impainnent losses 12719957 12719957

P120766785 P104865713

Accounts with contract operators represent the excess of proceeds from crude oil liftings over the

amounts advanced by the contract operator for the Parent Companys share in exploration

development and production expenditures relating to SC 14 see Notes and 10

Accrued interest represents interest from advances to related companies see Note 15

Accounts with partners represent the Parent Companys share in the exploration development and

production expenditures in the SCs and GSECs advanced by the Parent Company net of cash

contributions see Note 10

Receivable from Nido Petroleum represents the sum of $0.6 million or P27.2 million from the

deed of settlement dated July 18 2008 with Nido Petroleum for the costs of the three-dimensional

3D seismic survey covering SC 14 and SC 6B which were not validated by Department of

Energy DOE for cost recovery puiposes conducted by Nido Petroleum and which were

previously paid by the Parent Company The full amount was collected in 2009

Dividends receivable represents the Parent Companys share in the property dividends declared by

PentaCapital Holdings Inc Penta Holdings In 2009 the Parent Company transferred the said

property dividends to AFS financial assets see Note

The allowance for impainnent losses pertain to advances to related parties accrued interest and

other receivables In 2009 and 2008 there were no additional provisions nor write-off and

reversal recognized The impaired receivables were specifically identified as of

December31 2009 and 2008 see Note 21

Interest in .7olndy Co.trolled Asseb

The Groups interest in the jointly controlled assets in the various SCs and GSECs and any

liabilities incurred jointly with the other venturers as well as the related revenue and expenses of

the venture which are included in the consolidated financial statements are as follows

2009 2008

Current assets

Receivables see Note

P72318328 P35015455Accounts

2023483 761259Accounts with partners

74341811 35776714

Noncurrent assets

Property and equipment see Note

591788747 584607430Wells platforms and other facilities

304043392 293714316Less

287745355 290893114

Forward
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2008

P821218862

1112111976

P1.147.888690

Property and Equipment

As of December 31 2009
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DefelTed oil exploration costs see Note 10

2009

P823734492

1.111479847

P1.185.821.658

Current liability Accounts with parthers see Note 12 P5151086 P5151086

2009 2008 2007

Revenue

Share in petroleum revenue

see Note 10 P328779723 P133367423 P168952006
Other income

Foreign exchange gains-net 395417 1078415 S12085

329175200 134445838 169464091

Costs of petroleum operations

Share in costs and operating

expenses see Notes 10 and 16 163008806 85056688 121415322

Depiction see Note 10329076 435172 794531

173337882 85491860 122209853

P155837318 P48953978 P47254238

Sub -- Toed

Daj.-.goyew 9299499245 924767011 953066262 95425101 P102771% 911276999 9610145458
Mn- 741.16 74116 335535 976703
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Dcedoadcprecd

ftrthe 435172 435172 1334 2055439 51.200 3073143

End of year 1225641 211421.675 293714316 5299301 4.76655 10943976 314724145

Net Bank Values P287.554772 P3331343 P290193114 P125693 P5510651 P56155 P297098.016

The depletion expense related to petroleum operations amounted to P103 million P0.4 million

and P0.8 million in 20092008 and 2007 respectively while total depreciation expense related to

general and administrative expenses amounted to P2.5 million P2.6 millionand P2.9 million in

20092008 and 2007 respectively

Thç Parent Companys condominium unit and parking slots are collateralized to secure its loan

with United Coconut Planters Bank UCPB outstanding as of December31 2008 sec Note 11

laveatments In Associates

The Parent Companys associates are PentaCapital Investments Corporation PentaCapital and

Penta Holdings companies incorporated in the Philippines where the Parent Company holds

40.00% and 13.76% owneaship interest respectively PentaCapital also has 29.54% ownership

interest in Penta Holdings making the Parent Companys effective ownership to Penta Holdings at

25.589.

The details of investments in associates carried under the equity method follow

2009 2008

Acquisition costs P188648939 P188648939

Accumulated equity in net earnings

Beginning of year 31205009 22968147

equity in net earnings forthe year 9341596 10236862

Dividends 2000000 2000000
End of year 38546605 31205009

P227195544 P219853948

Following are the summarized financial information of PentaCapital and Penta Holdings as of and

for the years ended December31 2009 and 2008 in thousands

2009 2008

Peata

Penta Pants Capital Penta

Capital Hold1a Restated Holdings

Total current assets P259411 P74994 P223156 P33631

Total noncurrent assets 326710 442846 330011 470525

Foiward
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2009 2008

Penta

Pants Pants Capital Penta

__________- Capital HoLIi.gg Restated Holdings

Total cunit liabilities P76492 P103601 P62603 P105271

Total noncurrent liabilities 3567 3567

Revenue 91758 64739 99393 48787

Costs and expenses 63075 46198 64979 33962

Total comprehensive income 24064 11367 19062 7688

The financial statements ofthe associates arc prepared for the same reporting year as the Parent

Company

The December31 2008 financial statements of PentaCapital were restated to reflect the

recognized unrealized losses on the fair value decline of the reclassified equity securities

amounting to P2.95 millionas part of profit or loss in 2008 and the income tax expense amounting

to P4.85 million that should have been charged to profit or loss in 2007 the effects to the equity in

net earnings of which are not material and was taken up in the 2009 consolidated financial

statements

AFS Financial Assets

2009 2008

Quoted shares at fair value P97464288 P40094902

Unquoted shares at cost 13127340 10877340

P110591628 P50972242

In 2009 the Parent Company acquired additional investments quoted shares amounting to

P5.7 million Also the Parent Company recognized its property dividends receivable amounting

to P2.3 million as unquoted shares

In 2007 the Parent Company sold various AFS financial assets at various dates with total cost

of P57.8 millionand gain on sale of P0.9 million was recognized in the 2007 consolidated

statements of comprehensive income

The following table illustrates the movement of the Net unrealized loss on decline hi value of

AFS financial assets

2009 2008

Beginning of year P163032906 P87875938

Changes in fair value of AFS financial assets

during the year 51656907 75156968

Realization of fair value adjustment through sale 2254

End of year P111378253 P163032906

APS financial assets hi unquoted shares of stock are carried at cost as the fair value bases

i.e quoted market prices are not readily available nor is there an alternative basis of deriving

reasonable valuation as of the balance sheet date
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portion of the APS financial assets representing investments in Alias Cosisolidtrd Mining and

Development Corporation ACMDC is collateralized to seciwe the Parent Companys loan to

UCPB outstanding as ofDecember3l 2008 see Note ii

10 Deferred Oil Explorstina Costs

The foil recovery of the deferred oil exploration coats incuired in connection with the Groups

participation in the acquisition and exploration of petroleum concessions is dependent upon the

discovery of oil and gas in commercial quantities from the respective petroleum concessions and

the success of the liiture development thereof

The following table illustrates the movements in the deferred oil exploration costs account

2009 2008

Co

Beginning of year P862830536 P860073646
Additions 2515630 2756890

End of year 865346166 862830536
Less allowance for unrecoverable deferred oil

exploration costs 41611674 41611674

P823734492 P821218862

Under the SCs entered into with the DOE covering certain petroleum contract areas in various

locations in the Philippines the participating oil companies collectively known as Contractors

are obliged to provide at their sole risiç the services technology and financing necessary in the

performance oftheir obligations under these contracts The Contractors are also obliged to spend

specified amounts indicated in the contract in direct proportion to their work obligations

However ifthe Contractors fail to comply with their work obligations they shall pay the

government the amount they should have spent in direct proportion to their work obligations The

Contractors have Operating Agreements among themselves which govern their rights and

obligations under these contracts

The Group together with other participants collectively rcftued to as the Contractor entered

into several SCs and GSECs with the Philippine Government through the DOE for the

exploration development and exploitation of the contract areas situated mostly in offthore

Palawan where oil discoveries were made The Parent Companys present petroleum revenues

and production costs and related expenses are from certain areas of SC 14 particularly Nido

Matinloc North Matinloc and Galoc

The aforementioned SCs and GSECs provide for certain ininnnwn work expenditure obligalions

and the drilling of specified number of wells and are covered by opeialiug agreements which act

forth the participating interests rights and obligations of the Contractor The Parent Companys
share in the jointly controlled assets of the aforenientioned SCs and GSECs is included principally

under the Receivable Property and equipmenr and Deferred oil exploration costs accounts

in the consolidated balance sheets
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The Parent Companys participating interests in the diffnt SCs as ofDecember3l 20092008
and 2007 ale as Ibilows

Participating interest

in percentage

Area 2009 2008 2007

SC NorthwCst Palawan

Block Octon 44.43000 44.43000 44.43000

Block BBonita 21.87500 21.87500 21.87500

Cadlao Block

SC 14 Northwest Palawan

Block Nido 26.10600 26.10600 26.10600

Block Matinloc 41.60800 41 .60800 41.60800

BIockB-1NorthMatinloc 33.11100 33.11100 33.11100

Block C-i Galoc 7.21495 7.01750 7.01750

Block C-2 West Linapacan 7.01750 7.0 1750 28.07000

Block Retention Block 33.75100 33.75100 33.75 100

Tara Block 22.50000 22.50000 22.50000

SC4I Sulu Sea 3.39800 339800 339800
SC 53 Onshore Mindoro 22.00000 22.00000 22.00000

SWAN Block Northwest Palawan 32.97500 32.97500 32.97500

of 1.6500%

Assignment ofPGO rparticçatbg intere.rt to the Parent Company
On August 14 2007 PGO assigned its participating interesi except participating interest in SC
Block and SC 14 Tara Block to the Parent Company by executing Deed of Assignment and

Assumption

The details of the assigned participating interest are as follows

Participating Interest Carried interest

Area in pCrcentage in percentage

SC Block Octon 1.10000 2.50000

SC 14

Block B-I North Matinloc 15.26100

Block C-I Galoc 0.62050

Block C-2 West Linapacan 2.48200

BLOCKA

In August 2005 Vitol Services Limited Vitol expressed their interest to fann-in into the Octon

Block

In October 2006 Vitol reported the completion of their geophysical and geological studies

including among others the full 3D seismic data interpretation of the Octon structure static and

dynamic reservoir modeling advanced core studies and well and facilities design for the Octon

Fieldbasedonasingle directionalwell TheVitolreservoirmodelspointtoaprovenareathe

North Octon and an area of additional potential South Octon Based on the results of the core

studies the Octon-3 area could also have an upside potential All the areas examined are also

believed to contain significant volumes of gas From their studies and models Vitol had identified

different commercial options for the Octon Field all of which involve ajoint Octon-Galoc

development
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In November2006 Vitol submitted revised farm-in proposal expressing their desire to continue

to optimize Octon development options and in tandem to re-focus on exploration of other areas

outside of the Octon area and come up with drilling prospect within years time As of

December 312006 the Octon consortium was still evaluating the merits of the revised Vitol

farm-in proposal

hi March 2007 the fann-in agreement was signed by all the partners of the consortium and

subsequently submitted the same to DOE for approval Furthermore during second quarter of

2007 the consortium drafted new Joint Operating Agreement JOA which replaced the old

SC6A JOA and side agreement or Carried Interest Agreement On September 25 2007 DOE

approved the farm-in proposal of Vitol GPC Investments S.A Vitol GPC Towards the end of

2007 Vitol GPC formed team of gcoscientists and engineers tasked to evaluate the viability of

the Octon area in conjunction with the Galoc Field as well as the potential of the Northern Block

In meeting held in Singapore last November2007 to update the consortium on the ongoing

geophysical and geological studies Vitol focused on two main areas the Barselisa and the Octon

area In the north Barselisa is seen as thà primaiy prospect that they felt wananted further

additional work The shallow prospects on the Malajon-Saddle Rock trend were dowagraded

becaUse of trapping and seal risks

In the southern Octon area Vitol identified series of small culminations in the vicinity of Octon

which could add value in case of development The prospectivity of the southern closure of the

Octon structure was also upgraded by the seismic evaluation potential for stratigraphic play

pinching out against Gintu High was also identiflecL

Vitol has asked the Parent Company to retrieve the original processed 3D data from Western Geco

in order to facilitate the upgrading of the two areas prior to the end of the evaluation penod in

March 2008

Upon receipt of the full seismic data set from Western Geco Vitol GPC embarked on an in-depth

evaluation ofthe Octon-Galoc area and the northern sector of the block particularly the Barselisa

Prospect These evaluation studies comprise the activity for Study Phase of the Farm-in

Agreement Study Phase generally was database generation while Phase involved seismic

evaluation and generation/validation of prospects and leads Vitol GPC completed their 3-phase

review in September2008 They concluded that there is limited potential observed in the block

outside of Octon North while the other identified major prospects are considered high risk

Computed reserves figure for Octon makes it marginal yet developable field As such Vitol

GPCs envisaged future programs for Octon aie geared towards development of the field being

tied-back to the Galoc Field

In October2008 Vitol GPC issued the Prcject Execution Plan PEP for Octon development and

together with the Work Program and Budget Part of the plan is Vitol GPCs commitment to cany
out significant work program for 2009 and 2010 consisting of pre-sanction activities which are

basically planning strategies leading to full development of the Octon Field in conjunction with

the anticipated Phase of ibe Galoc Development

Long before the expiration of the initial 25-year term of SC 6A on Februaiy 282009 TPC

fbnnally submitted the extension request to the DOE Negotiations with regard to the extension

request were still ongoing in late 2008 but the DOE had already indicated grautiug the extension

on the merit of the submitted future work program fur the block
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The Octon Block Consortium adopted the work program submitted by the Technical Advisor Vito

GPC in late 2008 as the consortiums work commitment which the Sc 6A partnership used as its

commitment during negotiations with the DOE for the 15-year extension of the production tenn of

SC6A The work program consisted of various activities which are basically-planning strategies

leading to full development of the Octon Field in conjunction with the anticipated Phase of the

Galoc Field Development In June 2009 letter the DOE approved the extension of the

production term of the Octon Block The 15-year extension shall be for series of three five-year

terms subject to compliance with certain conditions such as yearly submission of work program

and budget and payment of technical assistance and Iraining fund to the DOE The term

extension is reckoned from March 2009

Since the coinmerciality of the Octon Field depends on it being tied up to the Galoc development

the realization of which had already been delayed by the frequent operations downtime in the

Galoc field GPC proposed and was granted approval by the consortium to re-process some 75

square-kilometers of 3D seismic data in the Octon area in conjunction with the re-processing of

Galoc 3D data as part
of the Galoc Phase evaluation activities Geophysical contractor

CGGVeritas completed the pre-stack time migration phase last August 2009 while the pre-stack

depth migration was completed towards the end ofthe year Initial results from the ongoing re

evaluation of the re-processed data indicate much improved image ofthe Octon reservoir Vitol

GPC is also rebuilding their models in the light of the positive results of the Octon seismic

reprocessin This program now forms the bulk of GPCs revised work program for 2010

possibly extending to 2011

Sc 6BLOCKB

Production and exploration activities on SC 6B remain suspended as of December 31 2009

During 2nd quarter of 2007 VenturOil Philippines Inc VenturOil in partnership with the

Australia-based Blade Petroleum Philippines Inc Blade extended the coverage of their

technical review of the Northwest Palawan acreages to include the Bonita block The Parent

Company as operator of the block started providing them with technical data on the block under

the cover of Confidentiality Agreement

In August 2007 the consortium agreed to grant Blade/VentuiOil three-month exclusivity period

from September 2007 within which they will conduct due diligence and technical studies of the

block with view to preparing farm-in proposal assuming the studies result in positive

outcome Aside from the Bonita block the BladefVenturOils studies also cover the Tars Libro

North Matinloc and Block D-Retention Block all under SC 14

In August 2008 VenturOil proposed Work Program and Budget WPB which form the basis for

their due diligence during their extended option exclusivity period ending March 2009 Their

proposal included geological and geophysical studies and reservoir evaluation The Bonita

Consortiwn agreed during the September 2008 partners meeting to adopt this proposed WPB as

the consortiums commitment and justification for the final IS-year extension of the contract term

In March 2009 the negotiations for the extension between the DOE and the Parent Company are

still in process

An extension was granted by the Bonita Block consortium until September2009 in order for

VenturOil to complete their original and amended work program with the end view of submitting

drilling prognosis and program for the different areas that they are farming into including the

Bonita Block
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Similar to the SC 6A Octon BlocJç 1PC had series of negotiations with the DOE during the first

quarter of 2009 for the extension of the production term of SC 6B Bonita BlOCk contract which

expired on Februaiy 282009 In support of the request TPC submitted VenturOils proposed

work program as the Bonila Consortiums commitment In June 2009 the DOE granted the

extension of the production term ofthe contract on similarterms and conditions as that of the SC

6A extension and likewise reckoned from March 2009

In October 2009 the Bonita Block Consortium informed VenturOil that they no longer have the

righttotheoptionontleblockandthatVenturOilshouldberecognizedflrstbytbeDOEasa

qualified service contractor should they pursue negotiations for farm-in into the block

SC 6- CADIAO BLOCK

BladeNenturOil had bought the 44.9437% participating interest of Phoenix Energy Corporation in

the Cadlao Block in 2007 Blade and VentwOii have had protracted talks with Oriental Petroleum

and Minerals Corporation OPMC to move the reactivation of the Cadlao Field forward On

July 18 2008 Blade became the sole contractor for the Cadlao Block when they finally bought

out OPMCs interests As the new operator Blade requested lbr and was granted the final

extension of the Cadlao Block in Sqikuber 2008 with the reactivation of Cadlao Field as

justification for the extension request Blade had been studying the possibility of re-activating the

field which last produced in 1991 The Parent Company owns 1.65% carried interest in the

Cadlao Field

In 2008 Blade submitted to the DOE their preliminary Plan of Development POD for the Cadlao

Field With the POD Blade committed to re-activate the Cadlao Field via two new production

wells at atget total project cost of $100 million

During the early part of 2009 Blade and the DOE had series of negotiations forthe finalization

and acceptance of the POD The POD was finally approved by the DOE on June 17 2009

While these developments were taking place TPC and Blade also negotiated for the latters

purchase of TPCs revenue interest share in the Cadlao Field Up to the end of 2009 negotiations

did not materialize as both parties flülcd to agree on the acceptable terms and conditions of the

purchase

SCJ4

The contract areas covered by SC 14 are situated offshore northwest of Palawan Island Until

April 2004 SC 14 was under the operatorship of Alcom Production Philippines Inc APP1
Blocks and of SC 14 are currently in production stage

In February 2004 VAALCO Energy Inc Alcom Philippines Inc APPI and Altisima Energy

Inc collectively the Seller entered into an Option Agreement the Agreement with Basic

Petroleum and MineraIs Inc BPM1 OPMC Linapacan Oil Gas Power Corp Nido Petroleum

Philippines Pty Ltd Alcorn Gold Resources Corporation Petro Energy Resources Corp Phoenix

Energy Corporation and Trans-Asia Oil Energy Development Corp frans-Asia and the TPC

collectively the Buyer Under the Agreement the Seller granted the Buyer the option to

purchase the Sellers participating interests in SC and SC14 and subject to approval by the

DOE all the Sellers rights title and interests in and to all of the platlbrms wells production

facilities and related assets contracts data infbrmation and related materials accounts
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payable asserted claims contingent liabilities and nonintercompany accounts receivables

crude oil held or saved in the production facility after the effective date and the jointly

contributed operating expense flmd and contingency fund collectively the Interests incident to

its ownership and operation of the SCs

The withdrawal and assignment of the Sellers participating interests to the renining Consortium

members were finally completed on June 30 2004 The participating interests of the Seller were

assigned on pro-rata basis to the remaining Consortium members APP was the operator of

SC14 until June 30 2004 As result of t.he assignment TPC together with OPMCand BPMJ
became the joint operators of SC and 14 designating TPC as the lead operator startiug July

2004

Bejnning March 2004 TPC together with other SC 14 Consortium members received several

proposals from various companies to increase and enhance production in Blocks and and to

revive past oil discoveries in Block of SC 14

TPC as the lead operator implemented number of projects aimed at mitigating operational

hazrds at the fields which included repair works on platform decks and pipelines upgrading of

the fire deluge systems at the Matinloc and Nido platforms and routine inspection of the shallow

subsea sections of the production facilities as well as assessing the impact of field operations on

the marine environment The operator likewise installed new three-phase pump system that

sustained production level from the Nido wells

Production from the North Matinloc Field started with trial flow from the North Matinloc-2 well

using different choke sizes on Februaiy 23 to 262009 At wellhead pressure of 290 psi the

well was closed after producing about 1000 barrels during the test flow run The North Matinloc

well resumed its steady state production on April 14 2009 at higher welihead pressure of 420

psi The modest production from North Matinloc-2 augmented production from the Matinloc

Field to satisfy the cargo volume requirement of buyer Pilipinas Shell

The consortium completed total of 11 shipments from the three fields in 2009 mainly with

Pilipinas Shell The yearly crude oil sales agreement with Pilipinas Shell which expired in

Januaiy 2010 was eventually renewed in Februaiy 2010 The consortium is also considering

negotiating with other buyers especially when Pilipinas Shells schedule does not allow timely

accommodation of SC 14 crude oil production

With regardstotheTaraBlockandSC 14D-RetentionBloclgthesetwoareasaresiillunder

evaluation by VenturOil since 2008 as part of their due diligence leading to possible farm-in The

Tara field is currently shut-in while there is no producing field within the SC 14 Retention

Block

Sc 14 c-i Galoc Block

In September 2004 the Parent Company together with other SC 14 Consortium members entered

into farm-in agreement with UK-based and an Australian-based company collectively the

Farminees to farm-in to the Galoc Field in Block of SC 14 The Agreement provides for

among others the designation of the Farminees as the Operator and the assignment of 58.29%

participating interesi with the existing Filipino partners carried free in the development ofthe

production area in exchange for the contribution of the working capital technical expertise and

other resources to develop the Galoc Field

In August2005 the Galoc Production Company GPC was formed as the special-pwpose

company to accept the assigned 58.29% participating interest and assume operatorship ofthe

Galoc Block
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In August 2006 the consortium secured an approval from the DOE regarding the Galoc Plan of

Development POD Additionally the Department of Enviromnent and Natural Resources

through the Environmental Management Bureau granted the Environmental Compliance

Certificate to the Galoc Area Development which also covers the Octon Field in SC 6A

new JOA that will govern the SC 14 C-i Block affairs was approved and adopted by the

consortium on September 12 2006 after several months of discussions and negotiations among the

consortium members Another important document the Block Agreement that defined the

distribution to all parties of the revenues from the Galoc field production was also approved and

signed in 2006

For the most part of the second semester of 2006 GPC focused on reviewing tenders negotiating

and awarding contracis for the various aspects of the 3aloc Project particularly for the drilling rig

tubulars and sub-sea facilities and production/storage vessel As of December 2006 GPC was

finalizing the contract for installation of subsea equipment mooring-riser system and process

equipment

During the first quarter of 2007 GPC continued with their preparations for the Galoc development

drilling program scheduled for the third quarter of 2007 GPC was finalizing contracts for the

installation of subsea equipment Fabrication of the mooring-riser system and process equipment

were ongoing during the first quarter of the year

In preparation for the development drilling GPC conducted comprehensive review sampling and

tests of existing Galoc and Octon core and rock samples These studies were aimed at minimizing

hazards in drilling and optimizing the overall chances of success in the drilling of the wells

The drilling zig Ener Searcher arrived at the Galoc location on October 42007 GPC

immediately drilled the top holes of the Galoc-3 03 and Galoc-4 G4 production wells As

planned Pilot Hole from the 34 location was also drilled and this confirmed both reservoir

properties and presence of hydrocarbons in the southern sector of the Galoc field as anticipated in

the approved POD

GPC entered into Crude Agency Agreement with Vital Asia Pte Ltd for the marketing of their

share of the Galoc production and oflred the same marketing arrangement to the other partners

including the Parent Company

With the completion of the drilling of the 03 sidetrack-I and G4 wells in early Januazy 2008 the

consortium concluded the drilling activities associated with Galoc Phase Development The rig

remained in the location for the installation of the subsea trees and completion and flow cleaning

of the wells Both the G3 Sidetrack-I and the 04 wells flowed oil to the surface at better than

expected rates The clean up flow confirmed both well and completion integrity and their ability

to flow to the surface Immediately after the clean-up GPC commenced the installation of subsea

facilities and the mooring and riser system MRS for the storage vessel using the construction

vessel Lewek Champion The installation was completed on March 292008

The Floating Production and Storage Offloading FPSO vessel RUbICOII Intrepid arrived at the

Galoc Site on May 112008 but actual hook-up commenced on May 212008 but had to be

discontinued due to adverse weather survey of the laid down MRS revealed significant damage

to at least sections of the equipment which needed replacement GPC likewise discovered leaks

in the lower riser package that also needed repair The operator immediately commenced repair

works on the damaged sections and the entire procedure extended throughout September2008

Repairs and re-installation of the MRS was completed on October 32008

94 iinnRiII



The Galoc Field finally commenced production on October 2008 initially with the G3 The

other well G4 was opened on October 13 2008 at controlled choke openings for clean-up flow

As of December21 2008 tbeG3 and 34 are still under Extended Production Testing EPT
period revenue arising from 33 and G4 will be reported after the EPT period which ended on

June 19 2009

In December 2008 block operator GPC conducted an emergency disconnection of the FF80 from

the MRS which was damaged as result of the disconnection and laying down of the MRS on the

seabed brought about by the adverse weather conditions at the time Severe weather condition

persisted for about month Repair on the subsea facilities commenced in mid-January 2009

GPC took advantage of the temporary shutdown of the field to propose design and install Hold

Back Mooring System BBMS on the FPSO as an additional measure to counter the difficulties in

maintaining position and to moderate the effects of disconneclion to facilities and operations

The installation of the HBMS and the repair works and modifications to the existing MRS were

completed on the 4th week of February 2009 The field finally started producing again on

February 252009 at an initial slabili7ed rate of 17200 barrels of oil per day However inclement

weather persisted during most of the middle part of the year which prompted the operator to cariy

out discOnnection of the FPSO and the MRS on different occasions resulting in major operational

glitches and operational downtime Overall the Galoc Field had 64% production uptime since it

started producing in October2008 until end of 2009 During this period the field produced total

of3578650 barrels By the end of 2009 the field was producing at rate of 10350 barrels per

day

In 2009 the 182-day EPT for the Gaioc Field ended The EPT was granted by the DOE in August

2006 to allow GPC to fully assess the viability of long term production from the field The

gathered data from the EPT period proved sufficient for this goal thus the EPT was terminated on

June 19 2009 and commerciality of the field declared on June 22 2009 with effectivity on

June 19 2009

TPCs interest in Galoc has increased from 7.01750% to 7.21495% effective June 30 2009

following the execution of the sale by Petro Energy Resources Corp and Alcorn Gold Resources

Corporation oftheir respective equities in the Galoc Block

As of February 2010 GPC have completed twelve 12 crude oil shipments involving

approximately 3897000 barrels Galoc crude buyers included several foreign firms as well as

the state-owned Patron Corporation

As part of the assessment of the Galoc Field for possible Phase development 3PC embarked on

re-processing of 3D seismic data covering the Galoc and the adjacent Octon area in SC 6A The

results are expected to contribute to better understanding of the Galoc structure and to identify

locations for drilling new development wells CGGVeritas in London UK was contracted to the

re-processing work which ran from March to December 2009 The resulting pro-stack time

migration PSThI and pm-stack depth migration PSDM data volumes are currently being used

in the ongoing evaluation of the Gaioc Field

An ongoing series of technical workshops among the Joint Venture pariners aims to develop

strategies for second phase development of the Galoc Field Focus is centered on confirmation

of additional reserves and locatin design drilling and completion of additional production wells

toflilly maximize the fields production potentiaL On the production facilities that will be put up
GPC initially had few choices for the production vessel including retaining the existing IPSO
As of February 2010 when all options have been thoroughly evaluated the Consortium is now left

with the option of retaining the FPSO but with major modification introduced to its MRS
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Timing for these further development activities is seen towards the second half of 2010 with

final investment decision expected to be made in May 2010

SC 14 C-2 West Lbzapacan Block

In December 2006 Framework Capital Solutions Pte Ltd backed out of their farm-in initiative

into the West Linapaçan Block They cited as reasons the results oftbe Gaffney-Cline study that

point to the veiy high technical risks involved in the re-activation of the West Linapacan Field

Also the recent changes in the top management of their technical partner Philippine National Oil

Company Exploration Corporation PNOC-EC whose key persons they were initially dealing

with have since resigned and been replaced added to the already difficult course of negotiations

with number of consortium members

In January 2007 Pitkin Petroleum Limited Pitkin submitted fann-in proposal for the West

Linapacan Block for them to earn 70% participating interest in exchange for canying the farming-

out parties in the drilling of one exploration well The Parent Company was authorized by the

West Linapacan consortium to give counter-proposal to the fanninee patterned after the Galoc

deal that is full cany to first oil for 75% participating interest

At the same time that Pitkin expressed its intention to fann-in the Parent Company also received

expressions of interest from Singapore-based Pearl Energy Ltd Pearl Energy and Yilgarn Gold

Limited of Australia Yilgarnto evaluate the West Linapacan Block Eventually Yilgarn and

Pearl Energy decided not to pursue their interest while Pitkin submitted revised farm-in

proposal for the consortiums consideration

The farm-in offer of Pitkin is essentially multi-phased approach to exploring the potential of the

block and developing existing and if found new fields in the block For Phase Pitkin offers to

conduct full 3D seismic reprocessing and interpretation petrophysical and stratigraphic studies

and reservoir engineering studies Under Phase of the proposal they oflhr to drill one well

conduct sub-sea inspection of the facilities and re-certify reserves volumetrics which are all at the

discretion of Pitkin The proposed Phase will involve the development of one field upto
commercial firstoil again the conduct of which is at the discretion of Pitkin

In partners meeting held in April 2007 the West Linapacan consortium responded to Pitkins

farm-in proposal and asked for improvement on certain provisions on the terms of the offer

Principally the consortium asked for the reduction ofthe time frame for the farm-in program from

Pitkins sixyears to three years The consortium also asked for 50%-5O% split in the sharing of

the historical cost account forPitkins pay 100% to earn 75% offer The consortium likewise

asked for similar production bonus scheme as in the Galoc deal where the farming out parties

receive bonuses at production start-up and when cumulative production reaches specific

benchmark levels

Pitkin accepted these revisions proposed by the farmors but refused to accept liabilities for the

plugging and abandonment of the existing wells thus paving way for protracted negotiations

Finally in November 2007 the parties agreed that since Pitkin would not share in the

abandonment cost ofthe existing West Linapacan wells the costs related to the drilling ofthese

wells amounting to approximately $80.0 million would be excluded from the farm-in In effect

Pitkin would only share in effectively $12.0 million ofthe historical cost and this share will only

be assigned to Pitkin upon completion of Phase or effectively firstoil

96



The Pitkin farm-in agreement was signed in May2008 and the same were submitted to the DOE in

June 2008 for evaluation and approval In late 2008 Pitkin started implementing some of its

farm-in commitments in the West Linapacan Block and by February 2009 had completed the

seismic re-processing by Western Geco Other geophysical and geological studies were

completed although delayed by few months as per project timeline These are the Seismic

Reservoir Characterization Study including Seismic Inversion by Schluznberger which was

completed in July 2009 the Sequence Stratigraphic Study and Petrophysics by Isis Petroleum

Consultants in September2009 and the Conceptual Engineering Study for the West Linapacan

field by OPE Inc towards the end of 2009 TPC is carried in all of these activities as well as

in the drilling of development well up to first oil

Because of the unexpected delays in the completion of the studies Pitkin sought for an

extension of its Phase work commitments which expired in August 2009 as per the farm-in

agreement The West Linapacan Consortium granted the extension with the issuance of an

executed amendment to the farm-in agreement such that the completion of the Phase work shall

be on or before June 302010

Based on the integrated results from the abovementioned technical studies and using wide range

of evaluation techniques Pitkin has developed concept with which new well/s will be drilled

completed and produced Since the West Linapacan Field is expected to be highly-fractured as

confirmed from the previously drilled production wells Pitkin is looking at drilling sub-horizontal

sectiomils that will follow fracture trends that will yield optimum flow rates The producing

wellbore sections will use smart completion technologies enabling the isolation of sections

where formation water breaks through With regard to the production facilities Pitkin proposes to

put up turret-mounted storage vessel with on-board processing facility which they presented to

the partners for consideration during January 2010 technical meeting The consortium has asked

the operator to continue to explore other cost-effective technologically feasible development

concepts for the field

SC4J

In 2003 the SC 41 shallow and deep water areas Block and Block respectively were

unitized The Filipino Group as defined in the Operating Agreement assigned to Unocal Sulu

Ltd Unocal the block operator the excess of their aggregate 15% participating interest in

exchange for free cany in the next exploratomy drilling in the block

In early 2005 Unocal withdrew from the service contract The other partners namely Sandakan

Oil LLC BHP Billiton and Trans Asia Oil Energy Development Comp have likewise

withdrawn leaving small all-Filipino consortium The conlinuing partners negotiated for

reduction in its Year work commitment Under Basic Energy Corporation formerly Basic

Consolidated Inc which was designated as the lead operator the new consortium implemented

geological and geophysical program in lieu of well commitment As result of the unitization

and assignment the Parent Company which used to have participating equity of 9.125% in

Block now has 3.398% participating interest in the entire contract area

In early 2006 the consortium chose Tap Oil Phils Ltd Tap Oil over other candidate farminees

Mitra Energy Ltd and Pearl Energy Ltd which are both based in Singapore5 and Burgundy Global

Exploration Corp local firm Tap Oiloffered to cany the farming out parties full carry in the

costs of full 3D seismic acquisition program and in an option well

Tap Oils entzy into the SC 41 was formalized on June 23 2006 the date their fann-in became

effrctive
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Tap Oil requested and was granted approval for an extension of Contract year and Contract Year

10 as result of delays in the implementation of the 3D seismic commitment The survey was

eventually earned out from May to July 10 2007 using WV Voyager of CGG Veritas Services

acquiring for the consortium some 750 sq km of prime 3D data and 250 sq km of inflil data Data

processing in Singapore was completed in December2007 Salamander Energy Phils Ltd

bankrolled the greater part of the seismic program as its commitment for the farm-in into SC4I

Salamander and Tap Oil now hold 35% and 50% interest on the block respectively with the

remaining interest being shared by the Filipino partners

In early 2008 Tap Oil advised the paTtners of the possibility of drilling back-to-back wells starting

mid-July The Parent Company is carried only in the drilling of the first well

In May 2008 Tap Oil presented for approval by the consortium the program and budgets for the

Lumba Lumba-l well alongside potential second well which they might drill back to back The

Lumba Lumba-1 well was programmed to test multiple reservoir targets in series of interpreted

channel and fan complexes with planned minimumtotal depth of 2250 meters

Tap Oil spudded the well on July 192008 using the semi-submersible rig TransOcean Legend
while drilling the top sections ofthe bole the operator observed subsidence Tap Oil decided to

plug the well and moved the rig to new location and spudded the Lumba Lumba-1A well on

July 272008

Based on wireline logs and drilling returns the Lumba Lumba-1A did not encounter reservoir

quality formation as its two shallow primary objectives and as the weilbore conditions

deteriorated Tap Oil decided not to proceed to the deeper secondazy objectives The said well

was eventually plugged and abandoned as thy bole on August20 2008

Tap Oil requested and was granted an extension of the term of SC 41 to undertake seismic data re

processing and inversion Tap Oil aims to rectify seismic data quality issues the result of which is

seen to greatly contribute in the dc-risking of numerous prospects and in the selection ofthe next

prospect for drilling DownUnder Geosolutions Pty Ltd of Ausiralia was contracted to perform

the data processing work In March 2009 the contractor has completed about 60% of the whole

tasks which will also include seismic inversion rock physics and lithological/llquid analysis

Following the unsuccessful drilling of the Lumba Lumba-1/IA well in 2008 Tap Oil proposed to

undertake pm-stack data migration and inversion of their Alpine 3D seismic data in Sulu Sea lap

Oil aimed to rectify seismic data quality issues the result of which is seen to greatly contribute in

the dc-risking of the numerous prospects in the block and is integral to the selection of the next

prospect for drilhin They contracted the Australia-based geophysical contractor DownUnder

Geosolutions to perform the re-processing and data inversion The contractor completed the 3D
seismic data re-processing and delivered the full inversion data volume and processing report in

July2009 For the rest of the year they continued to work on the re-evaluation of the enti SC 41

block and have started to undertake promotional campaign to invite potential new partners into

the Sulu Sea block

SC53

GSEC 98 Onshore Mindoro Block expired on September 23 2003 An extension was gauted to

the consortium to fonnalize fann-in negotiations with the Philippine National Oil Company

Exploration Development Corporation PNOC-EDC Other firms including Laxmi Organic

Industries Ltd Laxmi of India and Vamex of Vietnam also expressed their interest in GSEC 98

98
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TPC negotiated its continued participation in the exploration of the block as carried partner

Only Laxmi continued on with application for new coniract as PNOC-EDC and Vamex later

dropped out of the initial negotiations The DOE eventually awarded SC 53 to Laxmi in July

2005 The Parent Company and Laxini both executed Participation Agreement in August 2005

which was formally approved by the DOE in Februaiy 2006

As block operator Laxmi self-financed the conduct ofgeophysical stndies which include among
others geochemical samplin and satellite imagery data interpretation The initial results

validated lot of the prospects and leads previously identified in the Mindoro Block These

studies constituted the accomplishments of the consortium for the Sub Phase of the contract

In June 2007 Laxmi indicated that they are withdrawing from the block and will use the requested

two months extension on the decision deadline to proceed to Sub-Phase to farm-out as its way of

exiting SC 53

Laxini had invited Pitkin with whom they executed farm-in agreement in September2007

Pitkin offered to pay 100% of the seismic program costs of $3.0 millionin exchange for Pitkin

earning 70% interest and the operatorship of the block The Pitkin farm-in agreement was

submitted to DOE on September 2007 and was approved on June II 2008 In July 2008 Pitkin

presented the programmed activities and budget for the blocks First and Second Sub-Phases The

program consists of firm geological geophysical commitments seismic acquisition processing

and interpretation and contingent tasks additional onshore seismic and new offshore seismic

surveys among others

major component of the initial sub-phases work program of Pitkin is the Magneto-Telluric

Survey by Phoenix MT which commenced on September 2008 Twenty-six stations have been

completed and work on the remaining stations will commence alter the coniractor completes its

other work assignment in another area Another major component ofthe Sub-Phase work

program the 200 line-km onshore seismic survey is scheduled to begin in April 2009 Pitkin is

now finalizing evaluation of the technical bids of four seismic acquisition contractors

During the first quarter of 2009 block Operator Pitkin continued with the interpretation of the

acquired magneto-telluric partial data for the 68 stations covered by the survey the results of

which were incorporated in the design of the planned 2D seismic acquisition earlier set for April

2009 For the seismic survey tenders were sent out as early as late 2008 the received bids were

evaluated and geophysical contractor the Chinese geophysical contractor BGP Inc was

selected

In April 2009 Pitkin requested for the extension of Sub-Phase for Pitkin to acquire its onshore

seismic commitment for SC 53 In response to Pitkins request the DOE merged the first sub-

phases to form new Sub-Phase July 2005 to March 2011 with the work commitment of

minimum 200 line-km 2D seismic acquisition and drilling ofone well The new Sub-Phase will

be for the period March 2011 to July 2012 with commitment to drill wells The DOE likewise

increased the Onshore Mindoro Block area from 600000 hectares to 734000 hectares

Pitkins seismic acquisition program which was originally scheduled to commence in April was

deferred to November 2009 when weather conditions are more ivorable for onshore seismic

acquisition Actual recording started at the San Jose Area in late November2009 and as of

February 212010 BGP Inc had acquired 95.45 line-kilometers which translate to 47.47% of the

programmed 200.85 line-kilometers



SWANBZock

Despite the inclusion of the SWAN Block in the areas bidded out by the government under the

first Philippine Contracting Round the consortium did not receive any notification from the DOE
that they were rescinding the application As there was no company that bid over the area the

consocliwn initiated the conversion of the GSEC application into fill service contract

application However the DOE granted instead new service contracts that bh partially covered

the area being applied for PlOC-ECs SC 57 and SC 58 were awarded in SqAziübcr 2005 and

Januaiy 2006 respectively

In January 2007 the Parent Company explored the possibility of including the SWAN Consortium

in both the new contracts through latter to PNOC-EC Under the proposed participation set-up

the Parent Company will get 15% carried interest in each of SCs 57 and 58 In exchange the

Parent Company will assign to PNOC-EC 5% participating interest in SC 14- West Linapacan

Block

PNOC-EC agreed in principle to the proposal and asked and have been granted ample time to

conduct due diligence to evaluate the merits oldie proposed interest swap For the rest of 2007

they continued with their review of the offer As of December 2008 however TPC has not

received any finn indication of PNOC-ECs response

In November2009 PNOC-EC advised TPC that their technical and legal groups continue to

evaluate the relevant data that TPC had provided PNOC-EC to assess the blocks potential and the

merit of TPCs proposed participation in SC 57 and SC 58 blocks

SWPakzwan

The application for new GSEC which was earlier submitted by an all-Filipino consortium led by

operat Trans-Asia Energy Development Corporation remained pending with the DOE The
block was also included in the first Philippine Contracting Round but no company bidded over the

area This application was supposed to replace the expired GSEC 64 which counted among its

members Shell Philippines Exploration B.V Shell When Shell withdrew from all exploration

activities in the countiy and thus from the SW Palawan bloclç many consortunn members

including Trans-Asia expressed their intent not to participate iii fuiiher exploration activities on

the block

Despite the several wells drilled in the SW Palawan basin no commercial discovezy had been

nade thus far In view of this TPC no longer sees any technical justification to participate in any

exploration activity in the area In 2005 TPC made provision for probable losses on the

deferred explomtion costs related to SW Palawan amounting to P4.1 million

GSEC 75

TPC has signed an Option Agreement with Reliance Oil and Gas Company R.OGq Filipino

corporation for an option to buy back at most 10% participating equity in GSEC 75 ROGC had

signed firm-in agreement with the PNOC-EDC the then operator of the block wherein ROOC
could earn as much as 75% equity participation fir drilling up to two wells The farm-in

agreement between PNOC-EDC and ROGC did not push through As such the Option

Agreement between the ROGC and 1PC did not materialize In 2004 TPC filly provided

provision for probable losses on the defened exploration costs related to GSEC 75 amounting to

P37.5 million
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11 LoansPayabI

Loans payable outstanding as ofDecember3l 2008 follows

UCPB P65000000

Metropolitan Bank Trust Co MBTC 31724515

entactee Note 15 250000O0

P121724515

UCPB
On Februaiy 292008 the Parent Company was granted with P70 millioncredit facility by
UCPB given out through staggered promissory notes As Of December 312008 the total

promissoiy note lines availed amounted to P65.0 million with interest ranging from 12.25% to

12.50% per annum and term of 90 days The promissoiy notes were renewed as fbllows

P55.0 millionon October 24 2008 P5.0 mflhion on November 25 2008 and P5.0 million on

December 192008 On January 2009 the Parvat Company availed an additional P5.0 million

and an additional accommodation of P5.0 million on March 32009 The Parent Company fully

paid these loans in 2009

On March 12 2009 the Parent Company was granted with P50.0 inllflon renewal of credit facility

by UCPB which is valid until February 282010 As ofDecember3l 2009 the Parent Company

did not niake any availment of any credit line

As ofDecember3l 2008 the loan is collateralized by the Parent Companys condoininiwn unit

and its parking slots and investment in shares of stock of ACMDC see Notes land

MBTC
On December 23 2008 based on the existing loan MBTC agreed to amend the terms and

conditions of the Parent Companys outstauding obligation The following are the new terms and

conditions based on the restructuring r4

Principal amount ofP30.5 million

Payable hi sii months

Interest rate of 10.00% fixed for the entiie term

Interest is payable monthly in waears and the principal is P1.0 million month with balloon

payment estimated amount of P26.7 millionat the end of the term

Collateralized by two commercial vacant lots

Payment of P1.2 million on December 232008 to paitially settle the principal obligation and

to fully update the interest due

In 2009 the Parent Company fully paid the said loan

The two commercial vacant lots used as collateral for the restructured loan are owned by related

party

In December2004 the Parent Company entered into an agreement with PeutaCapital to obtain

loan facility amounting to P50.0 million The loan which bears interest of 14% is secured by

pledge of be shares of stock of PentaCapital and Penta Holdings owned by the Pduent Company
As of December 312007 the Parent Company had drawn P45.0 million from this facility
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The Parent Company availed of an additional P10.0 million in 2008 and paid P30.0 million of its

outstanding obligation on July28 2008 On Januaiy 282009 the Parent Company availed an

additional P5.0 million The Parent Company fully paid these loans in 2009

Interest expense from these loans amounted to P5.2 million and P13.2 millionfor the years ended

December31 2009 and 2008 respectively

12 Accounts Payable and Accrued Liabilities

2009 2008

Accrued liabilities P6426727 P2145226

Accounts with parteers see Note 51S1086 5151086

Withholding taxes 686532 509711

Advances from related companies see Note 15 3054250

Accrued interest see Note 15 7861430

Others 1841952 3352220

P14106297 P22073923

13 EquIty

The details and changes in the Parent Companys issued and subscribed shares follow

On issued shares

On May 2006 the Parent Company and Vulcan Industrial Mining Corporation VIMC
related party entered into deed of absohzte assignment whereby VIMC assigned and transferred

40712557 at P1.00 per share of the Parent Companys shares owned by VIMC back to the Parent

Company by way of dacion en pago in settlement of the VIMCs obligation to the Parent

Company amounting to P40.7 million

of Shirts

2009 2000 2007

of

Numbar

-----

Beginnuigof

153494911147 P1534949112 152918729189 P1529187292 152763286100 P1527632861
hauanoe of

shares 1005364407 1005344 576181958 5761.820 155443089 1554431

Endsr 1S45OI274 P11S45IS27S6 I53499li147 P1534949112 l1g729189 P11529U7292

On subscribed shares

200 2098 2007

Number Nwnb Number

of Shares Atsont of Shares Amoua dShazes Mmunt

Caum
Bggof

year 133140 51331 576315098 P5763151 731115500 P7311155

of shares 38373761071 383737611

hsuiueof

shums 0015364417 II53644 576181.958 761Z20 154800402 1548004
End ocar 37.368528804 573605298 133140 P1331 576315098 P5763151
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In the same year the Parent Company sold the shares received from VJMC through dock broker

for P42.3 million The ceas ofthe proceeds over the cost of the said shares amounting to

P1.6 million was recognized as Paid-in capital from sale of treasury shares in the àquity section

of the consolidated balance sheds

In 2008576181958 subscribed shares wae folly paid and issued Out of the total subscribed

shares issued 388906785 delinquent subscriptions were sold through auction on Febniaiy 18

2008 and the Parent Company received total proceeds from the sale amounting to P2.5 million

inclusive of interest

On May26 2008 the Parent Company filed Registration Statement covering 38373761071

offa shares at P0.01 par value per share with the SEC in accordance with the provisions of the

Securities Regulation Code The registration was approved by the SEC on September 18 2008

On Februamy 15 2008 the Peut Company filed its application fbr listing and trading of the offer

shares in the First Board of the PSE and the PSE apAwed the application on Sepcmuber 242008
On October28 2008 the PwÆt Company requested for the deferment of the original oflºr period

set lbrNovember 3-28 2008 to Januaiy 15 to February 112009 and the amendment ofthe terms

of the stock rights offering to change the minimum initial payment for subscription from 50%

upon subscription and the balance upon call not later than December31 2009 to 25% upon

subscription 25% after 60 days from the end of the offer period and the balance upon call not later

than December31 2009 The PSE approved the same on October29 2008 similarapplication

for deferment of the original offer period and amendment of the minimum initial subscription

payment was filed with the SEC On November 2008 the SEC approved the deferment of the

ofl period

The Parent Companys 1-for-4 stock rights offing concluded on Februazy 112009 Out of the

38373761071 shares offered tlof 4901829468 shares were taken up by way ofregular

subsci pticns with an aggregate value of P153 million The remaining 33471931603 shares

with the cotresponding 25% payment ofP83.7 million were taken up pursuant to the underwriting

commitment of PentaCapitaL

On April 13 2009 the SEC bad appoved the Pent Companys increase in authorized stock from

15500O000000 shares with par value of P0.01 each to 200000000000 shares with par value of

P0.01 each

On November 11 2009 the DOD approved that the 50% balance on subscriptions to the Parent

Companys 2009 stock rights offering shall be called for payment by the BOD no later than

December 312010 instead ofDecember3l 2009

In 2009 management believes that the long out4thmding dividends pmyabk declared in 1980 to

1989 may no longer be claimed by the eligible stockholders As such the Pwent Comnpapy

reverted back said dividends pØyabk amounting to P5.0 millionto retained eamuings However

any future valid Ckim2 of the dividends will still be honored by the Parent Company
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14 Bask/Diluted Earniag Per Shase

2009 2008 2007

Net income P108605259 P15100065 P28055657

Weighted average number of conmion shares

issued and oinding during the year 185201734604 153382211326 153495044287

Bask earnings per share P0.0006 P0.0001 P00002

Net income P108605259 P15100065 P28055657

Weighted average number of common shares

issued and outstanding during the year

diigpntiM lnues 18520i736O4 74L85O44496 1S3442V
Diluted earnings per share P0.0006 P0.0001 P0.0002

As of Decóinber 312008 the equivalent potential common stock was from the ParCnt Companys
atock rights ofibring There is no potential common stock issued during the years ended

December 312009 and 2007 that could have dilutive effect on the earnings per sham

computalio

15 Related Party DLclosurea

Related party relationship exists when the party has the ability to control directly or indirectly

through one or more iutiuediaries or exercise significant influence over the other party in

making financial and operating decisions Such
relationships also exist between andlor asnoàg

entities which are under common control with the repoiting entity and its key management

personnel directors or stockholders In considering each possible related party relationship

attention is directed to the substance of the relationships and not merely to the legnJ form

The Group in the normal comae of business has transactions with related panics which

principally consist of loans and óash advances

Amounts due fromrelated companies are summarized as follows

Advaices raRs Aned bwcat Receivables

p1iiu 20 2008 200 2008

AlakcrCcipcrnticm Makot Sbvebolder P10110111 P10000000 P1110 P527084

Fil-Energy Ccqàraticn Under coimn control 4753762 4753762 16166435 16166435
Ocean Coime Yacle Inc

OCY Under control 4510110 4500000 29ss344 2955344
liMe Shesabolder 3356629 3356629 2175164 1.162945
Pacthc Ran tlk4din

CceP Prunes Under cviitv COntrol 1114118 1114118 72235 723s
Minero Mining and Enpieration

Coq Lincontrcl 1031279 1031279
UPMC Under cascl 7819 70$

2548607 25464610 22210578 22234743

Less albwance inüiut
tosses 5454511 5.6141 3471279 3678279

P197460 P19850492 P153229 P18.556464

Management believes that the MI amount of receivables from OCYI and Prirnex are no longer

collectible Accordingly the Paient Company provided full valuation allowance for its total

receivables from OCYI and Prirnex
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Outstanding balances at year-end are due and demandable unsecured and sattlement occurs in

cash unless otherwise indicated There have been no guarantees provided or received lbr any

reed par advau

Amounts due to ielatcd companies are summarized as lbllows

Mvs fran

2008

The Parent Company has underwriting commitment fee to PentaCapital in relation to the

stock rights offering amounting to P1.0 million which was paid in April 2009 following the

approval of increase in capital stock

Loans and advances from related companies bear interest ranging from 12.00% to 21.00% per

annum which are payable on demand

The interest income and interest expense from the Parent Companys advances tWfrom related

companies follows

2009 2008 2007 2008 2008 2007

Jakor P809653 P527083 P665555 P730000 P2439206
VIMC 312919 313776 3039590

Puit.Capal 1310456 5228889 P3933194
EÆo.ose ProSts Ltd 472040 846822
APHC 618894 1499542

hoIadcds 322478 65Z082 650301

P1122572 P840859 P3.039450 P2298508 P7.701.905 P9369065

The compensation of key management personnel ate as follows

Short-term employee benefits

cp1Qynie4tbe1cflts

2009

P7472674

6$7W9
P14348513

2008

P6763054

3746300

P10509354

2007

P5058171

3428400

P8486511

16 Shaie in Coats and Operating Expenses

2009 2008 2007

Petroleum operations P157116493 P80465658 P117595090

Personnel cost 5892313 4591030 3820232

P163008806 P85056688 P121415322

Lesis PavIc

2009 2008

Petd Mso P.- P25000000

Shtho1der 3054250

P.- P25.000000 P- P3054250
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Geneil and Adanlnbtradve Expenses

2009 2008 2007

Personnel cost see Note 18 P28500251 P18373829 P14881515

Dues and subscriptions 5953349 2183010 3266877

Outside services 4861125 4207876 3327928

Taxes and licenses 2511342 669533 901450

Transportation and travel 1789836 1448296 2664362

Emen1aniuseznentandvecieation 13787% 1273906 1072283

Utilities 1074421 1411905 1087150

Repairs and maintenance 1041448 951781 806366

Supplies 337049 218561 611824

Insurance 272046 265134 262475

Advertising 195508 85490 236678

Others 702882 115821 841696

P48618053 P31205142 P29960604

18 Retirement Benefits

The Parent Company has funded noncontributoiy defined benefits reteinent plan covering its

regular permanent employees Retirement benefits cost are based on the employees years of

service and final covered compensation

Retirement benefits cost included in personnel cost account recognized in the consolidated

statements of comprehensive income amounted to P6.9 million P3.7 millionand P3.4 millionfor

the years ended December31 2009 2008 and 2007 respectively and consist of the followingj

2009 2008 2007

Current servic cost P1540906 P1598000 P1690500

Interest cost 2417135 2497400 1969100

Past service cost 3730776

Expected retwu on plan assets 812978 764000 947300
Amortization of atuaria1 loss 414900 716100

P6875839 P3746300 P3428400

The actual returns on plan assets amounted to P13 million P1.0 millionand P0.7 million in 2009

2008 and 2007 respectively

The net retirement benefits liability asset was derived as fbllows

2009 2008

Present value ofthe defined benefits obligation P45310110 P24171347

Fair value of plan asss 325Z0095 16259552

12790015 7911795

Unrecognized past service cost 7303624
Cumulativen zednetactuarial loss 6392716 693959

P906325 P7217836
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The movements net retizeineilt benefits liability asset recognized are as follows

2009 2008

Beginning of year P7217836 P3471536

Retirement benefits costs 6875839 3746300

Contribution 15000000

The changes in the present value ofthe defined benefits obligation are as follows

.2009 2008

Beginning of year P24171347 P27749400

Current service cost 1540906 1598000

Interest cost 2417135 2497400
Past service cost 11034400

Actuarial losses gains due to

Change in assumptions 1720282 10478241
Experience adjustments 4426040 2804788

End of year P45310110 P24171347

The changes in the fair value of plan assets are as follows

2009 2008

Beginning of year P16259552 P15279664
Contribution 15000000

Expected return on plan assets 812978 764000

Actuarial pins 447565 215888
End of year P32520095 P16259552

The latest actuarial valuation of the plan is as ofDecember3l 2009 The principal actuarial

assumptions used to determine retirement teneflts costs are as follows

2009 2008 2007

Discount rate 9.21% 10.00% 9.00%

Investment yield 5.00% 5.00% 5.00%

Salazy increase 5.00% 5.00% 10.00%

The major categories ofplan assets as percentage of the fair value of total plan assets are as

follows

2009 2008

Fixed income curities 99.25% 88.45%

Deposits in banks 0.08% 0.19%

Others 0.67% 1136%

100.00% 100.00%
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The experience adjustments arising from the changes in the defined benefits obligation and plan

assets for cuffent and last flur years arc as follows

2009 2008 2007 2006 2005

Piesent value of the defined

benefits obligation P45310110 P24171347 P27749400 P28129500 P11537548
Fair value of plan assets 32520095 16259552 15279664 13532362 11037015

Deficit 12790015 7911795 12469736 14597138 500533
Experience adjncfnwitc on

plan obligation 6146322 7673453 4039700 14325670

Experience adjustments on

plan asejs 447565 215888 199998 612386 159282

The retirement plan calls for annual contributions covering the current service cost forthe period

plus payment toward funding the actuarial past service liability which has been accmed as of

December 31 2009 and 2008 The Parent Company expects to contribute P2.8 million in 2010

19 Income Taxes

The details of provision for cunent income tax arc as follows

2009 2008 2007

MCIT P1186807 P647289 P1144234
Final taxes 300176 4392 300137

P1486983 P651681 P1444371

The Parent Company did not recognize deferred tax assets on the following items as

management believes that it is more Iil00ly than not that the Parent Company will not be able

to realize the deductible temporaly differences and the canyforward benefits of these items in

the future or prior totheirexpiralion

2009 2008

Deductible temporaly differences on
Provision fbi probable losses P41611674 P41611674
Allowance for impairment losses 12719957 12719957
Retirement benefits and unamortized

past service cost 11206860 7217836

Unrealized foreign exchange loss 3493877 1281749

Canyforwath benefits oe

NOLCO 2007380 15091328

MC1T 2978330 3093817

As of December31 2009 NOLCO and MCIT that can be claimed as deduction from future

taxable income and used as deduction against fliturie income tax liabilities respectively are as

fullows

Year incàrred Exphy date NOLCO MCIT
2009 2012 P1186807
2008 2011 9786203 647289

2007 2010 1144234

P9786203 P2978330
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The movements rn NOLCO and MCJT are as follows

2009 2008

NOLCO
Beginning ofyear P15091328 P32758966

Additions 1509132

Applications 5305125
Expirations 32758966
End of year P9786203 P15091328

Mcrr

Beginning of year P3093817 P3197423

Additions 1186807 647289

Expirations 1302294 750895
End of year P2918330 P3093817

Deferred tax liability represents the tax effect of the following taxable teinpbmiy differences

as of December31 2009 and 2008

2009 2008

Unearnedcrudeoilhifting P7165295 P1596162
Unrealized foreign exchangain 613528 22O089i

P7778823 P3797053

As of December 31 2009 deferred tax asset on NOLCO amounting to P2.3 millionwas

recognized to the extent of deferred tax liability on taxable temporaly diftrenocs of

P7.8 million

The reconciliation of provision for income tax computed at the statutoiy income tax rates to

the provision for income tax follows

2009 2008 2007

Provision for income tax computed at the

statutory income tax rates P32685938 P5911802 P10325010

AdditiOns to reductions in
Non-taxable income 30980250 8325147 4699281
Deductible temporaiy differences

NOLCO and MC1T for which no

deferred tax assets were recognized 2863094 7719092 2524872

Equity hi net earnings ofassociates 2802479 3582902 2898005
Applicatir- of NOLCO for which no

deferred tax assets were recozed
inprioryears 1591538 4283394

Nondeductible expenses 3272fl 267597 488123
Interest income subjected to final tax 151530 7062 10749
Dividend income 1917 2730 2205
Gain on sale ofAFS financial asset

subjectedtoflnaliax 723
Effect of chAnge intax rates 189853

Provision for income tax P347867 P1790797 P1444371
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The Republic Act RA No 9337 or the Expanded-Value Added Tax E-VA1 Act of 2005

took eflºct on November 2005 The new E-VAT law provides among others for change in

RC1T rate floes 32% to 35% for the next three years effective on November 2005 and 30%

starting Januy 12009 The unallowable deductions for interest expense was likewise

changed fiom 38% to 42% of the interest income subjected final tax provided that effective

January 12009 the rate shall be 33%

On July 72008 RA 9504 which amended the provisions of the 1997 Tax Code became

eifective It includes provisions relating to the availment of the optional standard deduction

OSD Corporations except for nonresident foreign corporations may now elect to claim

standard deduction in an amount not exceeding 40% of their gross income corporation

must signify in its fatLauS its intention to avail of the OSD If no indication is made ft shall be

considered as having availed of the itemized deductions The availnient ofthe OSD shall be

irrevocable for the taxable year for which the retira is made On September 242008 the

Bureau of Internal Revenue issued Revenue Regulation 10-2008 for the implementing

guidelines ofthe law

20 FInncfal Ii.struments

Classifications and Fair Values of Financial Instrwnents

The following table shows the classifications cariying amounts and fair values of the Groups
financial assets and financial liabilities

2009 2008

Carrying Carrying

values Fair values values Fair values

Fiflancial Asset

Loans and receivabler

Cash and cash equivalents P102188831 P102188831 P980828 P980828
Receivables

Accounts with couliract operators 72318328 72318328 35015455 35015455
Advances to related companies 19874489 19874489 19850492 19850492
Accrued interest 18532299 18532299 18556464 18556464
Accounts with pei1n1 2023483 2023483 761259 761259
Advances to officers aid ernployees 1652474 1652474 1081779 1081779
Receivable from Nido Peoleum 27232131 27232131
Dividends 2250000 2250000
Others 6365712 6365712 118133 118133

222955616 222955616 105846541 105846541

AFS financial assets

Quoted equity instiuments 97464288 97464288 40094902 40094902

Unquoted equity instnunents 13127340 13127340 10877340 10877340

1I01628 110162S 50972242 50972242

P333547244 P333541244 P156818783 P156818783

Financial Liabilities

Other flnancW liabilities

Loans payable P.- P121724515 P121724515
Accounts payable and accrued

liabilities

Accrued liabilities 6426727 6426727 2145226 2145226

Accounts with partners 5151086 5151086 5151086 5151086

Forward
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2009 2008

Carrying Carrying

values Fair values values Fair values

Advances from related conipnies P- P- P3054250 P3054250

Accrued interest 7861430 7861430

Others 1841952 1841952 3352220 3352220
Dividends payable 5035941 5035941

Sscriptions payable 2068842 2068842 2069233 2069233

P15488607 P15488607 P150393901 P150393901

The carrying amounts of financial assets except AFS financial assets and financial liabilities

approximate their fair values because of their short-term nature Quoted AFS financial assets are

earned at fair value based on the quoted values ofthe securities Unquoted AFS financial assets

arc carried at cost since its fair value cannot be reliably measured

Financial Instruments Carried at Fair Value

The following table shows the fair value information ofAFS financial assets analyzed by source

of inputs on fair valuation as follows

Quoted prices in active markets for identical assets Level

Those involving inputs other than quoted prices included in Level that are observable for the

asset either directly as prices or indirectly derived from prices Level and

Those inputs for the asset that are not based on observable market data unobservable inputs

Level

December 31 2009

Levell Level2 Level3

AFS financial assets

Quoted equity instruments P97464288

21 FInancial Risk Management Objectives and Policies

The Groups principal financial instruments comprise mainly of cash and cash equivalents

receivables AFS financial assets loans payab1e accounts payable and accrued liabilities

dividends payable and subscriptions payable The main purpose of these financial instruments is

to provide financing for the Groups operations and capital intensive projects

The BOD is mainly responsible forthe overall risk management approach and for the approval of

risk strategies and principles
of the Group

The main risks arising from the Groups financial inatniments arc credit and concentration risk

liquidity risk and market risks The market risks exposure of the Group can be further classified

to foreign currency risk and equity price risk The BOD reviews and approves the policies for

managing some of these risks and they are summarized as follows

CredIt and concentration risk

credit risk is such risk where the Group could incur loss if its counterparties fail to discharge

their confracteal obligations although the Group trades oWy with recogdzed redftwer1by third

perties In 2008 majorpert of the SC 14 consortiums annual petroleum products sales were to
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Pilipinas Shell Petroleum Corpomtion PSPC and in 2009 the annual petroleum production Saks

of Galoc on the other hand have been sold to Mitsui ofJapan SK Energjr of South Korea and

Petmn Corporation 100% of the outstanding accounts with confract operatcw are from the SC 14

consortiunt

With respect to credit risk arising from the other financial assets ofthe Group which comprise of

cash and cash equivalents and MS financial assets the Groups exposure to credit risk could arise

from delimit of the counteiparty having maYimum exposure equal to the carQying amount of

these instruments gross of any collaterals and credit enhancements

The table below summarizes the Groups gross maximum credit risk exposure forthe components

of the consolidated balance sheets

2009 2008

Loans and receivables

Cash and cash equivalents P102188831 P980828

Accounts with contract operators 72318328 35015455
Advances to related companies 19874489 19850492
Accrued interest 18532299 18556464
Accounts with partners 2023483 761259

Advances to officers and employees 1652474 1081779
Receivable from Nido Petroleum 27232131
Dividends 2250000
Others 6365712 118133

AFS financial assets

Quoted equity instruments 91464288 40094902

Unquoted equity instruments 13127340 10877340

u1_1 1U11Ilt BL II Ifl- LIfl FIT
_P335$7j244 P1568181783

The tables below show the credit quality of the Groups financial assets by class based on the

Groups credit evaluation process and the aging of past due but not hnpaired financial assets

As ofDecember3l 2009

Pestdaebutapatred Impaired

Standard It.30 311.90 Over9O Financial

Grade Days Days Days AmaSs Toad

Loans and ceceth
Cathsidc

equhalents P102188831 P- P1021831
Mesan th

opsiaSols 72318328

Advances to

ceWed

10110000 9874489 5614118 25458607
Acauod 190000 1237w 7E 1I1$ 3678279 fl21057$
AoSs

zA83 2023483
Advances to

and

employees 1653474 1652474
Oths 6365712 3427561 9793272

MSai
___ 97468258

1312730 1312730

pi7gy p347



As ofDecember3l 2008

kth .1 P.gductt1i.Æd
Stkd 11030 31to90 O90 FdR1

HiGra1c 1ys 1s AIs Tot1

Lose aid

ch P- P- P- P- F- P980828

50154S5 35015455

tO

pinie 10000O00 56829 11421 9671735 5614118 25464610
Accived iulit 155743 217713 1811301S 3678279 22234743

pa1is 761.259 761259
MVaiCeS to

afficus

aiptoyccs 1081779 1081779
Recck from

Perrolmin 27212.131 27232131
DvIdmth 2250000 2250000
Othrn 118133 3427S60 3545693

AFS finÆ

__ 40094902 40094902

10.877.340 10877.340

P17439585 P5072242 P212572 P402.641 P27791743 P12719.957 P169538740

Credit quality of cash and cash equivalents and AFS financial assets are based on the nature of the

arty
High grade credit quality financial assets patain to financial assets with insignificant risk of

default based on historical experience and/or counterparty credit standing Standard grade credit

quality financial assets are those assets with history of default but cannot be deemed uncollectible

because it arises from related companies for which there is common control Past due but not

impaired are items with history of frequent defau1t but the amount due is still deemed collectible

Lastly Impaired financial assets are those that are long-ouistanding and has been provided with

allowance for hnpainnent losses

rLck

Liquidity risk is such risk where the Group becomes unable to meet its payment obligations when

they fall due under normal and stress cireumstances The Groups otjective is to maintain

balance between continuity of funding and flexibility through the use ofbank loans and operating

cash flows The Group addresses liquidity concerns primarily through cash flows from operations

and short-term borrowings

All of the Groups financial liabilities which include loans payable accounts payable and accrned

liabilities dividends payable and subscriptions payable inciudiig flitare interest will fall due

within one year except for advances from related conpenfr which arc cunently due and

demandable

Correspondingly the financial assets that can be used by the Grouii toTnaiir its liquidity risk as

ofDecember3l 2009 and 2008 consist of cash and cash equivalcets accounts with contract

operators and APS financial assets Also the Group has credit facility ofP50.0 million with

UCPB as of December31 2009
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Foreigi currency risk

Foreign currency risk is such risk that the value of the Groups financial instruments diminish due

to unfavorable changes in foreign exchange rates The Groups iransactional currency exposures

arise from sales in currencies other than its functional currency All of the Parent Companys

share in petroleum operations revenue are denominated in United States Dollar US Dollar

Likewise the Group is exposed to tbreign exchange risk arising from its US Dollar-denominated

receivables

The table below demonstrates the sensitivity to reasonably possible change in the foreign

exchange rate with all other variables held constant of the Groups income before income tax due

to changes in the canying value of financial assets and liabilities The sensitivity range is based

on the historical volatility of the foreign exchange rate for the past year The analysis is based on

the assumption that last years foreign currency rate volatility will be the same in the following

year

Percentage Change in Foreign Effect on Income

Exchange Rate Before Income Tax

2009 Depreciation of Peso against

US Dollar by 630% P5102230

Appreciation of Peso

against US Dollar by 630% 5102230

2008 Depreciation of Peso against

US Dollar by 2.00% P1237824

Appreciation of Peso

ginst US Dollar by 2.00% 1237824

There is no other impact on the Groups equity other than those
affecting profit or loss

Eqidy price risk

Equity price risk is such risk where the fair values of investments in quoted equity securities could

decrease as result of changes in the levels of equity indices and the value of individual stocks

The Group is exposed to equity securities price risk because of investments held by the Parent

Company which are classified in the consolidated balance sheets as AFS financial assets

The following table shows the sensitivity to reasonably possible change in the Philippine Stock

Exchange index PSEiwith all other variables held constant ofthe Groups equity through
other comprehensive income due to changes in the canying value of the Groups AFS financial

assets The analysis links PSEi changes WhiCh proxies for general market movements to

individual stock prices through their betas Betas are coefficients depicting the sensitivity of

individual prices to market movements

The sensitivity range is based on the historical volatility of the PSEi for the past year The

analysis is based on the assumption that last years PSEi volatility Will be the same in the

following year

Percentage Change in PSEi Effect on Equity

2009 Increase by 20% P18124595
Decrease by 20% 18124595

2008 Increase by 14% 5645243
Decrease by 14% 5645243
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The impact on the Groups equity excludes the impact on transactions affecting profit or loss

2Z Capital Maagemcat

The Group maintains capital base to cover risks inherent in the business The primary oLjective

of the Groups capital management is to optimize the use and earnings potential of the Groups

resources ensuring that the Group complies with externally imposed capital requirements ifany
and considering changes in economic conditions and the risk characteristics of the Groups

activities No significant changes have been made in the objectives policies and processes of the

Group fiom the previous years

The following table summarizes the total capital considered by the Group

2009 2008

Capital stock P1545002756 P1534949112
Paid-in capital from sale of treasury shares 1624012 1624012

Retained earnings deficit 79199793 34441407

P1625826561 P1502131717

23 Note to Coucildated Stateineals of Cash Jlowa

In 2009 the Parent Companys non-cash operating activity is the offsetting of its advances to

related companies including accrued interest against its advances from related companies

including accrued interest

The Parent Companys principal non-cash investing activities are as follows

As of December 31 2009 and 200g additional deferred oil exploration costs amounting to

P13 million and P1.5 millionwere offset against the Parent Companys accounts with

In August 2007 UPMCs receivables aggregating to P60.2 million were converted to AFS

financial assets which had fair value amounting to P48.4 million

24 Event after the BIEr Sheet Date

On March 242010 the BOD approved in principle the declaration of 2% ca dividend

equivalent to P0.0002 per share or an aggregate value of P38.4 million
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JNDEPENDENT AUDITORS REPORT
ON SUPPLEMENTARYSckmiULES

The Stockholders and the Board of Directors

The Philodrill Corporation

8th Floor Quad Alpha Centrum

125 Pioneer Street Mandaluyong City

Wc have audited in accordance with Philippine Standards on Auditing the consolidated financial

stateflCnts of The Philodrill Corporation and Subsidiaiy included in this Form 17-A and have issued

our report thereon dated March 242010 Our audits were made for the purpose of fbrming an opinion

on the basic financial statements taken as whole The schedules listed in the Index to Financial

Statements and Supplernentmy Schedules are the responsibility of the Companys management
These schedules are presented for purposes of complying with the Securities Regulation Code Rule

68.1 and SEC Memorandum Circular No.11 Series of 2008 and are not pelt of the basic financial

statements These schedules have been subjected to the auditing procedures applied in the audit of the

basic financial statements and in our opinion fairly state in all material respect the financial data

required to be set forth therein in relation to the basic financial statements tai as whole

SYCIP GORRES VELAYO CO

Partner

CPA Certificate No 94303

SEC Accreditation No 0781-A

Tax Identification No 198-819457

FIR No 2087563 Januaiy 42010 Makati City

Math 242010
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Unaudited

Interim Financial

Statement

As of March 31 2010
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THE PHILODRILL CORPORATION

Consolidated Balance Sheet

Unaudited
March 31

2010

ASSETS

Current Assets

Cash cash equIvalents 101310578
Receivables 158541891

Crude oil inventory 40798568
Other current assets 179702

Total Current Assets 300830739
Noncurrent Assets

Property and equipment net 293026727
Investments Associates 233764430
Available-for-sale investments 102907080
Deferred oil exploration and devt costs net 824010986
Retirement benefits asset 1534542
Other noncurrent assets 231008
Total Noncurrent Assets 1455474773
TOTAL ASSETS 1756305512

LIABILITIES AND STOCKHOLDERS EQUITY
Current Liabilities

Accounts payable and accrued liabilities 12994899
Income tax payable 1072461
Dividends payable 38373761

Subscriptions payable 2068842
Total Current Liabilities 54509963
Stockholders Equity

Capital stock P0.01 par value

Authorized 200 billion shares

Issued 1552493260
Subscribed 366194793
Subscriptions receivable 183097411

Paid in capital from sale of treasury 1624012
Unrealized losses on decline in market value

of investments 119062801
Retained Earnings 83643696
Total Stockholders Equity 1701795549
TOTAL LIABILITES AND STOCKHOLDERS EQUITY 1756305512
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THE PHILODRILL CORPORATION
Consolidated Statement of Income

Unaudited January
to March 31

2010

REVENUES
Share in petroleum operations 123290802

Equity in net earnings of associates 6568886
Miscellaneous 117717

129977405

INTEREST INCOME 1856012

FOREIGN EXCHANGE GAINS 1428759

COSTS AND EXPENSES

Share in costs and operating 76755383
General and administrative 13689128

90444511

NET INCOME 42817665
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