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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 
 

 
1. For the fiscal year ended: December 31 
 
2. SEC Identification No.: 91447          3.     BIR Tax ID No.: 000-190-324-000
 
4. Exact Name of issuer as specified in its charter: Semirara Mining Corporation 
 
5. Philippines                                                    6.  ______________ (SEC Use Only) 
 Province, Country or other jurisdiction of                  Industry Classification Code:     
 Incorporation or organization 
 
7. 2nd Floor, DMCI Plaza Bldg., 2281 Don Chino Roces Avenue,  Makati City      1200 

Address of principal office             Postal Code 
 
8. (02) 888-3000 

Issuer’s telephone number, including area code 
 
9. ……………………………………………………………………………………… 

Former name, Address and fiscal year, if changed since last report 
 
10. Securities registered pursuant to Secs. 8 & 12 of SRC, or Secs. 4 & 8 of RSA 
 

Title of Each Class                          Number of Shares Stock Outstanding and 
                                                                    Amount of Debt Outstanding 
Common                                                                 277,572,800 

 
11. Are any or all of these securities listed on a Stock Exchange 
 

Yes (√ )               No ( ) 
 
 If yes, state the name of such stock exchange and the classes of securities listed 
 therein:  
 
 Philippine Stock Exchange                              Common Shares 
 
12. Check whether the issuer: 
 

(a) has filed all reports required to be filed by Sec.17 of the SRC and SRC Rule17 
thereunder or  Sec. 11  of the  RSA  and  RSA Rule 11 (a)-1 thereunder and Sections 26 and 141 
of  the Corporation Code of the Philippines during the preceding twelve (12) months (or for such 
shorter period that the registrant was required to file such reports); 
 



 Yes (√ )                     No ( ) 
 

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

Yes (  )                    No ( √ ) 
 
State the aggregate market value of the voting stock held by non-affiliates of the Registrant. 
 
……………………………………………………………………………………………… 
    NAME             NO. OF SHARES      % OF TOTAL    AGGREGATE MARKET 
                             HELD                                                        VALUE 
……………………………………………………………………………………………… 
 
PCD Nominee Corp (NF)  62,795,097              21.15%         Php1,146,010,520 
Others                                      52,922,043                   17.83%                  965,827,285     
TOTAL                                 115,717,140      38.98 %        Php2,111,837,8051

……………………………………………………………………………………………… 
 

NON-FINANCIAL DISCLOSURE REQUIREMENTS 
 

PART I- BUSINESS AND GENERAL INFORMATION 
 

A.  Description of Business 
 

(1) Business Development 
 

(a) Form and year of organization 
 

The Company was incorporated on February 26, 1980 to explore,   
develop, and mine the coal resources in Semirara Island. 

 
(b) Any bankruptcy, receivership or similar proceedings. 
   
            None 
 
(c) Any material reclassification, merger, consolidation, or purchase or 

Sale of a significant amount of assets not in the ordinary course of 
business. 
 

           None 
  

(2) Business of Issuer 
 

(a) Description of Registrant 
 

(i) Principal product or services and their markets; 
                                                           
1 Computed on the basis of closing price at P18.25/share as of December 29, 2006 as quoted by the 
Philippine Stock Exchange 
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The Company generates 98% of its revenues through the 
production of sub-bituminous coal and 2% from coal handling 
services at NAPOCOR’s Calaca Power Plants.  In 2006, the 
power generation sector accounted for 72% of the Company’s 
total sales while the cement and other manufacturers contributed 
28%. 

 
(ii) Percentage of sales or revenues and net income contributed by 

foreign sales for each of the last three years; 
 
Not applicable as we are purely dealing with local sales. 

 
(iii) Distribution methods of the products or services; 
 

Marketing policy is to sell directly to ultimate consumers.  This is 
done either on FOB Semirara basis or delivered plant site basis. 
 

(iv) Status of any publicly-announced new product or services; 
 
Not applicable. 

 
(v) Competition. 
 

 Competition is insignificant in so far as domestic coal mine is 
concerned.  The company remains the largest coal producer in 
the Philippines, contributing 1.515 million metric tons (MT) or 
98.4% of total domestic coal production in 2001 while the 
nominal balance is shared by small-scale mines in Cebu, Bataan 
Island, and other areas.  Nonetheless, domestic coal demand is 
still anchored heavily on imported coal.  In 2002, importation 
reached 5.930 million MT, representing 79.4% of aggregate 
supply, much higher than the 1.539 million MT (or 20.6% of 
aggregate supply) contributed by domestic coal producers.  
China brought in the bulk of coal in the country, accounting for 
49.84% of the total, followed by Indonesia (36.86%), Australia 
(9.26%) and Vietnam (4.04%).  In 2004, domestic producers 
supplied 27% of the total demand of 9.5 Million MTs increasing 
further to 32% of the 9.7 Million MTs market in 2005.  
However, in 2006 domestic producers supplied only 25% of the 
total demand of 9.5 Million MT’s because of higher imported 
volume due to demand of higher quality coal which came from 
other countries. Semirara supplied 22% of the country’s total 
coal consumption for 2006. The competitiveness of domestic 
coal producers is threatened by the more superior quality of 
imported coal as well as the government’s policy on 
liberalization.  This is however compensated by the Department 
of Energy's policy to promote indigenous materials for energy 
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resources and lower freight costs of local coal vis-à-vis imports. 
The Company remains to be competitive while it continues to 
exert efforts to improve the quality of its coal and keep 
production costs low. The tariff rates of sub-bituminous and 
other coal now stands at the rate of 3%. 

 
 To be competitive, local coal industry must be priced 

competitively against imported coals, currently from, Indonesia, 
China & Australia.  Pricing of domestic coal is based on import 
parity inclusive of taxes and duties (at the current rate of taxes 
and duties).  With the inherent quality of Semirara coal, it is 
estimated that it will be used by approximately 50% of the total 
Philippine market. The promptness of delivery and quality of 
coal is required. The power companies are mostly located in 
Luzon and a few in the Visayas. 

 
(vi) Sources and availability of raw materials and the name of 

Principal suppliers; any major existing supply contracts; 
 

 The Company has a Coal Operating Contract with Department of 
Energy (DOE) in 1977 (amended 1981) for the exploration, 
development, mining and utilization of coal over Semirara 
Island, Antique pursuant to PD 972.  Semirara Island has an 
estimated coal reserve of 150 million metric tons representing 
50% of the country’s known coal reserve.  

   
  Currently, Semirara Mining Corporation has a long term Supply 
Contract with National Power Corporation (NPC) for its power 
plants in Calaca. Potential requirement of the Calaca plants is 
approximately 1.5 to 2.0 Million MTs.  In March 2003, NPC 
tested our coal for its Masinloc plant while deliveries were made 
to Sual and Pagbilao Power Plants in 2004 and 2005.   Both the 
Sual and Pagbilao plants are being operated by Mirant, Phil., 
Inc., and are covered by a Coal Supply and Energy Conversion 
Agreements with NPC.  These plants have potential market for 
Semirara coal of 600,000 to 800,000 Mts of coal per annum.  

 
(vii) Dependence upon a single customer. 
 

Historically, approximately 98% of the Company’s revenue 
streams are from the NPC Calaca Plants. NPC’s consumption of 
Semirara Coal has steadily increased since the Company worked 
on improving the quality of its coal.  Note that the Company 
started washing 25% of its production in mid 1999.  Resultantly, 
its market has widened, to include other power plants, the cement 
industry and other small industrial plants.  As of 2005, NPC's 
share in volume and value of the Company's sales is 58% and 
65%, respectively and increased to 63% and 68% in 2006.  
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(viii) Transactions with and/or dependence on related parties: 
 

National Power Corporation is the company’s principal consumer 
of Semirara’s coal. 

 
(ix) Patents, trademarks, copyrights, licenses, franchises,  

Concessions and royalty agreements held;                                                               
               

 Under its Coal Operating Contract, the Company is obligated to 
pay royalties to the Department of Energy (DOE) – 3% royalty 
based on FOB sales and compensation for entry and use of 
private lands under the provisions of PD 972, as amended by PD 
1174, to land owners– P0.50/MT for untitled land and P 
1.00/MT for titled land. 

 
(x)       Need for any government approval of principal    products or 

services.  
 
 The Company  has secured permits and licenses from the 

government as follows:  a) Coal Operating Contract with the 
DOE effective until 2012; b) Mineral Exploration Permit 99-
001-VI issued by the DENR renewable every 2 years; c) 
Environmental Compliance Certificate No. 9805-009-302 issued 
by the DENR effective for the duration of the projected) d) 
Business Permit issued by Caluya, Antique for 2007; e) 
Aerodrome Rating Certificate No. 218 issued by the ATO- 
yearly renewable by site; f) Certificate of Registration of Port 
Facilities No. 149. 

 
(xi)        Effect of existing or probable governmental regulations on the 

business; 
                  

                                 Tariff reduction on coal affects the price of coal. 
 

(xii)        Estimate of amount spent on research and development  
Activities (2 fiscal years) 
 

 None. 
 

(xiii) Costs and effects of compliance with environmental laws; 
 

 The Corporation has programs being implemented to comply 
with the conditions of ECC, which includes the Regular 
Monitoring by the Multi-partite Monitoring Team (MMT), 
Marine Assessment Studies/Surveys, and Social & 
Environmental Development Programs such as expanded 
mangrove areas, initiated and supported livelihood projects, 
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implemented reforestation programs on the island and cultivated 
fresh water sanctuary. The Company has spent P23.6 Million for 
these activities from 2001-2006.   The Company has established 
an Environmental Monitoring Fund for MMT, which has an 
initial amount of P600,000, determined by the work and 
financial plan of the Monitoring Team.  Also, an Environmental 
Guarantee Fund was established with a cash component of 1.5 
Million.  This enables the continued mining operations of the 
Company.  

 
(xiv) Total number of employees 

 
 The average number of personnel of the Company is 753 and 

825 for the years 2006 and 2005 respectively, inclusive of 
employees based at the company’s head office in Manila. Out of 
the 753 employees for 2006, 181 is employed by Semirara while 
the rest is employed by DMC Construction Equipment 
Resources, Inc., is an affiliate of Dacon Corporation. 

 
A new CBA was signed between the Company and the Semirara 
Coal Corporation Labor Union (SECCLU) last December 14, 
2006 which will last five (5) years after effectivity.  

 
B. Description of Property 
 

          The minesite in Semirara Island, Caluya, Antique, is a leased property from the 
government. The infrastructures and road network, office administration buildings, and power 
plants, are some of the improvements made by the Company on the leased area, as well as the 
following: 
 
                                                                                           No. of Units 

BUILDING OFFICES 
Administration Building                                                        1 
Site Office       1 
Auxiliary Building                                                                       1 
Laboratory Building                                                                 1 
Washing Plant Office                                                        1                    
Power Plant Shed                                                               1 
Product Field Office                                                                  1 
Service Base/Pit Shop Building                                                      1 
Briquetting Building      1 
Classrooms for Barangay Semirara              12 
Ice Plant       1 
Genset Shed at Power Plant     1 
Magazine Building      3 
Pottery Building      1 
Water Refilling Station      1 
Classrooms for Divine World College     3 
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HOUSING 
Bachelor’s Quarters                                                                           2 
Ladies’ Quarters                                                                       1 
Quadruplex                                                                 17 
Group Staffhouse                                             5 
Individual Staffhouse                                           3 
Laborer’s Clusters                                                        36 
Food House                                                                        1 
Molave Heights (Laborer’s Unit)    264 
 
OTHERS  
Commissary Building                                               1 
Wet Market                                                                         1 
Hospital                                                                           1 
Guardhouse                                                                  1 
Site Hangar              3 
Site Chapel           1 
School Building           1 
Smart Cellsite           1 
 
          All properties with the net book values are active assets.  These are all located in Semirara 
Island, Caluya, Antique (mining site).  All properties are free of any liens and encumbrances 
except some mining equipments used as collateral for the Company’s loans. 
 
 The company also invested in conventional and continuous mining equipments and other 
equipment worth P1.577 Billion and P1.095 Billion for years 2005 and 2006, respectively. 
 
 The company has no real estate properties. The only properties it has are those stated 
above. For further reference, please refer to Note No. 9 of the Notes to Financial Statements in 
audited report 2006.   
 
 (b)          Mining and Oil Companies 
 

The mining claims are located in Semirara Island, Caluya, Antique covering  an  area  of  
3,832  hectares.   On March 10, 1999, the Company was granted an Exploration Permit 
for a period of two years and renewable for a like period for a maximum of 6 years.  The 
Exploration Permit is for limestone, silica and other quarry minerals. On June 28, 2004, 
the Mines & Geoscience Bureau issued a renewal of the permit.  The Company during the 
term of the Exploration Permit undertook geological mapping, rock sampling and 
analysis and beneficiation testing. The preliminary exploration conducted by the company 
indicates a considerate resource of limestone, silica and clay with potential commercial 
value. 

C.  Legal Proceedings  
 

 On the Corporation’s existing legal cases, take note that sometime on January 2004, the 
Corporation received a complaint filed by HGL Development Corporation (“HGL”) against 
Semirara. The facts are as follows: 
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• On August 28, 1984, HGL entered into a Forest Land Grazing Lease Agreement 
(FLGLA No. 184) with the Department of Environment and Natural Resources 
(“DENR”) covering a 367-hectare land located at the barrios of Bobog and 
Pontod, Semirara, Antique. In its Order dated December 6, 2000, the DENR 
cancelled FLGLA No. 184 explaining that the subject area is within the coverage 
of Proclamation No. 649, which set apart the island of Semirara in the Province 
of Antique as coal mining reservations. 

 
• HGL filed a letter requesting a reconsideration of the Order but the request was 

denied in the DENR’s letter-Order dated December 9, 2002. 
 
The Caloocan case:  
 
• On November 17, 2003, HGL filed a complaint against the DENR for specific 

performance and damages in Branch 121 of the Regional Trial Court of Caloocan 
City. HGL prayed that DENR should perform its obligations under FLGLA No. 
184 and pay HGL the amount of P3,000,000.00 for moral and exemplary 
damages and attorneys’ fees. 

 
• On March 2, 2004, the Corporation filed a Motion for Intervention in the said 

case because the Order canceling FLGLA No. 184 sought to be reconsidered by 
HGL covers property located in the island of Semirara, Antique.  Said Motion for 
Intervention was granted. Subsequently, the Corporation filed a Motion to 
Dismiss on the ground of lack of cause of action/jurisdiction and forum 
shopping.  This was denied by the court.  A motion for reconsideration was filed 
by the Corporation.  After its denial, the Corporation went to the Court of 
Appeals last November 28, 2005.  It is the position of the Corporation that the 
lower court has no jurisdiction over the case.  On January 16, 2007, the CA 
promulgated its decision reversing the decision of the RTC Caloocan finding 
grave abuse of discretion on the part of the presiding judge for failing to dismiss 
the case for lack of jurisdiction.  The CA ruled that the DENR decision canceling 
the FLGLA No. 184 of HGL has long been final and executory on account of its 
failure to properly take the proper remedy of appealing the DENR’s decision of 
cancellation to the Office of the President and then to the CA.  HGL filed its 
Motion for Reconsideration to adverse CA decision.     

 
The Culasi Case 
 
• HGL also filed a separate case against the Corporation on November 17, 2003 in 

Branch 13 of the Regional Trial Court of Culasi, Antique for the recovery of their 
alleged possession of a 367-hectare land located at the barrios of Bobog and 
Pontod, Semirara, Antique. HGL prayed for the issuance of a preliminary 
mandatory injunction in order to secure immediate possession of the property 
pending litigation.  HGL also prayed for actual, moral and exemplary damages 
and attorney’s fees in the total amount of P10,000,000.00. The Corporation 
received the summons on January 15, 2004. 
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• On February 6, 2004, the Corporation filed its Answer to the Complaint. It 
prayed for the outright dismissal of the case for being baseless and unfounded as 
the order cancelling FLGLA No. 184 has long been final and executory and can 
no longer be disturbed.  The Corporation claims P2,500,000.00 in exemplary and 
moral damages and attorneys’ fees. 

 
• On September 16, 2004 the RTC of Culasi granted the preliminary mandatory 

injunction in favor of HGL which order was sustained by the Court of Appeals, 
19th Division.  The Corporation went up to the Supreme Court by way of 
Certiorari under Rule 65, with prayer for Temporary Restraining Order (TRO) 
and/or Injunction to be issued against HGL, the Court of Appeals and the RTC of 
Culasi. The Supreme Court in its Order dated March 2, 2005 issued and granted a 
TRO as prayed for by the Corporation against HGL. 

 
• On December 06, 2006, Supreme Court promulgated its decision denying the 

Corporation petition for certiorari.  On January 18, 2007, the Corporation filed its 
Motion for Reconsideration and later on January 25, 2007 due to the ruling by 
the CA in the Caloocan case filed its Supplemental Motion for Reconsideration.    

 
 Except for the foregoing cases, the Corporation or its subsidiaries is not a party to any 
pending legal proceedings.  It is not involved in any pending legal proceedings with respect to 
any of its properties.  Apart from the foregoing, therefore, it is not involved in any claims or 
lawsuits involving damages, which may materially affect it or its subsidiaries. 
 
 

PART II – SECURITIES OF THE REGISTRANT 
 
A. Market price of and Dividends on Registrant’s Common Equity and Related   

Stockholder Matters 
 

(1) Market Information 
 

(a) Principal market where the registrant’s common equity is traded. 
 
The Company is listed in the Philippine Stock Exchange.  There has been 
no substantial trading since 1983 or 17 years.  However in 2004, DMCI 
Holdings, Inc. increased its shareholdings from 74.36% to 94.51%.  The 
National Development Co. (NDC) shares were decreased from 21.27% 
to 4.55% shares and the others from 4.3% to 0.94% shares.  None of 
them sold their shares hence, no substantial trading occurred.  These 
changes in the percentage of holdings resulted from the Equity 
Restructuring of the Company's authorized capital stock and the 
subscription of DMCI Holdings, Inc. of 19,120,581 additional shares in 
2004. 
 
In February 2005, new additional 46,875,000 shares were sold to the 
public by the Corporation in its international offer.  Also in the same 
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public offering, DMCI-HI as selling shareholder sold 58,171,000 
reducing its shareholdings from 94.51% to 60%.  
 

(b) The Company’s security was traded at the Philippine Stock Exchange 
(PSE) at a price of Php 0.40/share on December 23, 2002. There was no 
trading of the Company’s securities in 2003 and 2004. The highs and 
lows (in Pesos) of trading until December 31, 2006 and the past prior 
years are as follows:  

 
 

2004 No Trading 
2005 High Low Close 

Jan-Mar 52.00 35.00 38.00 
Apr-Jun 38.00 24.25 25.50 
Jul-Sep 30.50 23.50 25.00 
Oct-Dec 29.00 24.75 29.00 

2006    
Jan-Mar.  29.00 24.50 26.00 
Apr-Jun 32.00 25.00 28.50 
Jul-Sep 28.50 18.50 20.50 
Oct-Dec 22.25 18.25 18.25 

 

 
 
 
 

(2) Holders 
 

(c) As of December 31, 2006 Semirara Mining Corporation has the   
following issued shares: 
 
Common shares                              296,875,0002  

________________________________________________________________________ 
TITLE OF        NAME          NUMBER OF SHARES % OF TOTAL 
CLASS        HELD 
Common  DMCI Holdings, Inc.              161,855,660                     54.52 
Common PCD Nominee Corp. (NF)    62,795,097        21.15 
Common PCD Nominee Corp. (F)    40,419,967        13.62 
Common          Others                                            12,502,076           4.21                       
______________________________________________________________________________ 
NAMES OF TOP TWENTY (20) STOCKHOLDERS OF AS OF DEC. 31, 2006: 
COMMON STOCKHOLDERS 
 
NAME OF STOCKHOLDERS               NUMBER. OF SHARES         Percentage3

 
1.  DMCI Holdings, Inc.                 161,855,660  54.52 
2.  PCD Nomi nee Corp (NF)                            62,795,097  21.15 
3. PCD Nominee Corp. (F)                 40,419,967  13.62  
                                                           
2 19,302,200 are treasury shares as of December 31, 2006. 
3 Based on Corporation’s issued shares 
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4.  National Dev't Co.                               11,364,658      3.83 
5.  DBP/Privatization & Management Office                  769,450                0.26 
6.  DACON Corporation              103,600       0.03 
7.  Exequiel B. Javier               45,000                0.02 
8.  Jaime B. Garcia                        40,030    0.01 
9. Thiam Lao  Bun &/or Janet Dy Lao             27,000                0.01 
10. Adrian Anthony O. Olizon             24,600    0.01  
11.  William T. Enrile              20,000    0.01 
12.  Ching Bun Teng               15,000    0.01 
13.  Isagani S. Amatong              13,900    0.00 
14. Alexander Sy               12,000    0.00  
15.  Reginald Bryan Lloyd              10,000    0.00 
16.  Stimson Pagallamman Cureg    6,000    0.00 
17.  Raymond A. Yap     5,000    0.00 
18. Delfin Go Kian Lam     5,000    0.00 
19.  Ana Michelle A. Ranillo    2,700    0.00 
20. Adrian Michael A. Amatong    2,700    0.00 
______________________________________________________________________________ 
 

(i) The table sets forth the record or beneficial owners of more than 5% of 
the outstanding common shares of the Corporation, which are entitled to 
vote and the amount of such record or beneficial ownership as of 
December 31, 2006:  

______________________________________________________________________________ 
TITLE OF   NAMES         NUMBER OF SHARES        %OF TOTAL 
CLASS 
Common DMCI Holdings, Inc.   161,855,660   58.31  
Common PCD Nominee Corp (NF)    62,795,097              22.62  
Common PCD Nominee Corp. (F)    40,419,967              14.56  

 
(ii) each director and nominee 

______________________________________________________________________ 
OFFICE      NAMES 
Chairman     David M. Consunji 
Vice Chairman     Isidro A. Consunji 
President     Victor A. Consunji 
Treasurer     Herbert M. Consunji 
Vice-President/Director    George G. San Pedro 
Director     Jorge A. Consunji 
Independent Director    Victor C. Macalincag 
Director      Cesar A. Buenaventura 
Independent Director    Federico E. Puno 
Director     Arthur N. Aguilar4

Director     Ma. Cristina C. Gotianun 
 

 
                                                           
4 Resigned last September 25, 2006 
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(iii) all directors and officers as a group, and the registrant’s present 
commitments to such persons with respect to the issuance of any class of 
its common equity. 

______________________________________________________________________________ 
Title of  Name of Beneficial  Amount & Nature of     Percentage 
Class   Owner   Beneficial Owner   
 
Common David M. Consunji   10     0.00 
Common Isidro A. Consunji   10     0.00 
Common Victor A. Consunji   119,2105    0.04 
Common Herbert M. Consunji   10     0.00 
Common Jorge A. Consunji   10     0.00 
Common Cesar A. Buenaventura   30,0106               0.01 
Common George G. San Pedro   30     0.00 
Common Victor C. Macalincag   10     0.00 
Common Federico E. Puno   10     0.00 
Common Ma. Cristina C. Gotianun  100     0.00 
Common Jaime B. Garcia    40,030     0.01 
 

 
(3) Dividends 
 
 Last March 6, 2006, the Board of Directors  declared cash dividends at 
PhP1.20 per outstanding shares payable on April 20, 2006 to stockholders as of record 
date, March 27, 2006.  
 
(4) Recent Sales of Unregistered Securities 

 
2004 No unregistered securities were sold 
2005 No unregistered securities were sold 
2006 No unregistered securities were sold 
 
 

PART III-FINANCIAL INFORMATION 
 

A. MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

(YEARS 2003-2006) 

Full Years 2005-2006 
 
I. PRODUCTION 
 
The last fleet of equipment that completed the modernization and expansion program of Semirara 
Mining Corporation (SMC), which commenced in 2004 to address the growing demand for 

                                                           
5 119,200 shares under PCD Nominee Corporation 
6 30,000 shares under PCD Nominee Corporation 
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Semirara coal, arrived in the first half of the current year.  Consequently, the completed 
expansion program has ramped up the capacity of the Company to move materials up to 40 
million bank cubic meters (bcm), translating to an annual capacity of 4 million to 4.5 million run-
of-mine (ROM) coal.  The “economies of scale” at this level is expected to bring down cost of 
production that will make the company more competitive against imports, at the same time, bring 
up the company’s level of business to the vast potentials of the export market in the region which 
management looks forward to initiate in 2007. 
 
Consequently, 2006 registered the highest material movement in the history of the Company’s 
operations at 38.42 million bcm, registering a 38% increase over the previous year’s material 
movement of 27.88 million bcm.  Coupled with the increased capacity, this growth was also 
spurred by the fact that coal demand was slower in 2006, such that mining activities were largely 
focused on material movement instead of coal extraction.  Management opted to use available 
capacity removing material burden to fully utilize its production equipment but left stripped coal 
at the pit for future deliveries.  Pre-stripped coal is estimated to amount to 1.3 million Mt’s with a 
market value of at least P2.3 billion as of yearend.  This inventory is not recognized in the 
Company’s balance sheet in accordance with the Generally Accepted Accounting Principles.  The 
coal can be easily extracted at minimum cost in the succeeding year.  As a result, waste material 
to coal ratio (or strip ratio) correspondingly demonstrated a significant increase of 76% at 
14.13:1, compared to last year’s ratio of 8.02:1.  This translated to a lower ROM coal production 
of 2.59 million metric tons (MTs), 19% short compared to 2005 production of 3.19 million MTs.  
The resulting net total product coal was correspondingly lower at 2.27 million MTs, registering a 
21% slump from 2005 net production of 2.89 million MTs.  Coal stockpile inventory amounted to 
606 thousand MTs with a book value of P1.02 billion as of yearend 2006. 
 
Firming up on Quality Improvement, expansion of the coal washing plant was also achieved 
during the year, while drying facilities were installed to cater to the needs of the cement industry.  
 
To further address Cost Reduction, it is worth mentioning that a second Crusher and Conveyor 
System was laid down to minimize the use of trucks for hauling material handling to reduce fuel 
cost which is the single biggest cost item.  Installed capacity is now up to 30% of total material 
handling capacity.  To run the systems efficiently, the company’s 2 x 7.5 MW coal-fired power 
plants underwent rehabilitation. 
 
II. MARKET 
 
Demand for Semirara coal slumped in 2006.  Competition from the natural gas-fired plants as 
well as entry of cheaper imports limited coal deliveries to power plants.  For the year, coal sales 
volume registered at 2.076 million MTs, 16% lower than last year’s 2.479 million MTs.  
 
The Calaca Plants of the National Power Corporation (NPC) accounted for 62% of the total coal 
delivered, translating to 1.294 million MTs.  This reflected a 6% increase over the previous year’s 
NPC Calaca sales of 1.225 million MTs.  NPC Calaca Plant Number 2 had limited operations in 
2005 due to a series of technical problems encountered during the course of its maintenance 
shutdown.  Meanwhile, sales to other NPC plants, like Sual and Pagbilao, significantly dropped 
from 207.14 thousand MTs in 2005 to 5.96 thousand MTs in the current year.  Apart from import 
commitments, the Sual plants encountered problems in the second half of the year, resulting to 
plant shutdown.  On the other hand, Pagbilao was awash with inventory as imported coal 
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intended for Masinloc and Sual were diverted to Pagbilao.  Sale to Non-NPC power plants 
likewise fell from 348.79 thousand MTs to 195.74 thousand MTs this year, thus greatly 
contributing to the considerable reduction of total consumption of power plants from 1.78 million 
in 2005 to 1.50 million in 2006. 
 
The drop in the demand for cement likewise resulted to the decrease in the off-take of Semirara 
coal by cement plants to 531.29 thousand MTs in the current period, from 666.97 thousand MTs 
in the previous year.  The cement market accounted for 26% of the total sales of the Company. 
 
Nevertheless, despite the bleak picture of the power and cement markets, sales to industrial users 
of Semirara coal increased by 56% to 48.94 thousand MTs in the current period from 31.46 
thousand MTs in the previous year.  Although the total volume may not be impressive, it is 
worthy to note that towards the end of the year, the Company started to deliver to small industrial 
and manufacturing plants who were shifting to coal from more expensive fuels like bunker and 
diesel.  This is a welcome development for the Company since it has been the thrust of 
management to reduce dependence on a few major customers and to penetrate more non-
traditional users of Semirara coal. 
 
Interestingly, during the current year, the Company received several inquiries on the feasibility of 
exporting coal to China.  Towards the end of the period, the Company was finalizing a deal for a 
test shipment to South China. 
 
Composite price for Semirara coal is almost at the same level as last year, registering a slight 
increase at P2,211.76/MT compared to the previous year’s price of P2,204.67.   
 
III. FINANCE 
 
A.  Sales and Profitability 
 
The 16% drop in sales volume correspondingly registered a decrease in Coal Sales from P5.47 
billion in 2005 to P4.59 billion in the current period.  Meanwhile, with more volume delivered to 
Calaca this year, Coal Handling Revenues consequently rose by 11% to P96.34 million from 
P86.51 million last year.  The resulting Gross Revenues is P4.69 billion, 16% lower than the 
previous year’s Revenue level of P5.55 billion.  Revenue distribution remained at 98% Coal Sales 
and 2% Coal Handling Revenues. 
 
On the other hand, higher strip ratio resulted to a 12% rise in Cost of Sales from P3.31 billion, 
which includes Coal Handling Cost of P113.38 million, in 2005 to P3.71 billion this year, 
inclusive of Coal Handling Cost of P70.36 million.  On a per metric ton basis, the impact of 
advanced stripping is significantly reflected in the 36% increase in Cost of Coal Sold at 
P1,754.82/MT in 2006 as against last year’s reported figure of P1,287.39/MT.  Cash costs in the 
current period comprised 68% of total cost/MT, while depreciation, depletion and amortization 
comprised 32%.  The previous period’s cost is composed of 61% cash costs and 39% non-cash 
costs.  More depreciable equipment were acquired related to capacity expansion causing a rise in 
depreciation cost. 
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The resulting Gross Profit ratio is considerably lower at 21% this year as against 2005 
profitability ratio of 40%.  In absolute amounts, the current period’s Gross Profit registered a 57% 
decrease from P2.25 billion in 2005 to P974.53 million this year. 
 
Operating Expenses recorded a substantial reduction of 51% at P133.13 million as at yearend 
2006, as compared to the previous period’s figure of P271.64 million.  Reduced Coal Sales 
brought down Government Share by 13% at P138.27 million in 2006 from P158.78 million in 
2005.  General and Administrative Expenses posted a reduction of 105%, largely as a result of the 
reversal of the Provision of Real Property Taxes amounting to P73.5 million, in accordance with 
Presidential Decree (PD) 972 exempting the Company from all taxes except income tax. 
 
Meanwhile, the 80% increase in Financing Cost is attributed to the increased number and value of 
Letter of Credits opened for the purchase of various parts used for the maintenance program of 
machineries and equipment, construction of second line in-pit crushing and overburden 
conveying system, and rehabilitation of the power plants.  Moreover, base rates for foreign-
denominated loans, which comprised 49% of total loans, increased with the rise in 180-day 
LIBOR from 3.7650% in 2005 to 5.2963% in 2006, and 90-day SIBOR from 3.5619 % in 2005 to 
5.2326% in 2006.  Hence, the resulting Financing cost was recorded at P213.04 million in 2006, 
as against 2005 figure of P118.52 million.  It should be noted however that there was a reversal in 
Accrued Interest Expenses on past due royalty payments for prior years in 2005 amounting to 
P86.7 million as settlement was reached with the Department of Energy.  
 
Finance Revenue, which reflected interest income on savings accounts and short-term placements 
and investments, is lower by 1% from P55.11 million in 2005 to P54.53 million in the current 
year, despite the sizeable reduction in the cash level from P1.33 billion in 2005 to P510.44 
million as at yearend 2006. 
 
Meanwhile, the continued strengthening of the Philippine Peso as against the US dollar, which is 
the currency of all foreign-denominated loans, afforded the Company to recognize Foreign 
Exchange Gains of P119.96 million from its foreign loans, recording a 22% increase over the 
previous year’s gains of P98.09 million.  Of the amount, P34.29 million were Realized and 
P85.70 million is Unrealized. 
 
Collection of insurance claims amounting to P70.21 million and gains on sale of phased-out 
mining support equipment amounting to P20.07 million spurred the increase of Other Income 
account by 24.2x to P107.61 million in 2006 from P4.44 million in the previous year.   
 
The resulting Net Income Before Tax fell by 55% at P910.47 million, which is 19% of Revenues 
in 2006, from P2.01 billion in 2005 or 36% of Revenues.  Provision for Income Tax in the current 
year amounted to P309.23 million, of which P297.26 million is due and payable in the current 
year while P11.97 million represents provision for deferred tax liability, total provision is 
effectively 33.97% of taxable income.  On the other hand, 2005 Provision for Income Tax was 
recorded at P422.61 million, which is only 20.97% of the year’s pre-tax income.  The effective 
tax rate in the current period is higher compared to the previous year since 2005 provision 
included the application of the remaining Net Operating Loss Carry Over (NOLCO) amounting to 
P455.13 million and Minimum Corporate Income Tax (MCIT) of P67.42 million.  Consequently, 
Net Income After Tax in the current year amounted to P601.24 million, registering a 62% drop 
from 2005 After-Tax Income of P1.59 billion. 
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B.  Financial Condition, Solvency and Liquidity 
 
Due to adverse market developments, the company failed to meet sales targets in the current year.  
Consequently, not only did Revenues drop, but cost of coal sold also soared as operations 
accounted for full costs of pre-stripping activities, in accordance with the consensus of the 
Emerging Issues Task Force (EITF) of the Financial Accounting Standards Board (FASB) set 
forth in EITF Issue No. 04-6, Accounting for Stripping Costs Incurred during Production in the 
Mining Industry.  Management opted to fully utilize available capacity by stripping waste, instead 
of controlling operations to balance stripping activities with coal extraction.  As a result, the 
Company’s financial condition has experienced a slight setback in terms of liquidity.  However, 
despite the sluggish market, which is the root cause of reduced profitability, the Company was 
still able to maintain a healthy cash position and report a sound balance sheet. 
 
Despite the huge drop in profitability, Net Cash Provided by Operating Activities only showed a 
slight decrease of 8.29% from P1.30 billion in 2005 to P1.19 billion in 2006.  This is primarily 
due to the decrease in Receivables by P608.23 million in the current year compared to an increase 
in the account by P366.99 million reflected in the previous period and the tempered increase in 
Inventories by P474.28 million this year as against last year’s figure of P811.31 million.  
Moreover, 2005 reflected a decrease in Accounts and Other Payables of P581.37 million versus 
the current period’s decrease by a smaller amount of P80.31 million as last year’s statement 
recorded complete settlement of some old accounts.  These included payment of DOE past due 
accounts amounting to P193.3 million and payment of Due to Related Parties amounting to 
P152.7 million incurred in 2004.   
 
As the expansion and modernization program reached its final phase in 2006, P1.5 billion worth 
of machineries and equipment were purchased during the period.  Purchases of new mining 
equipment worth P1.21 billion and other Capital Expenditures (CAPEX) amounting to P291.19 
million was recorded in 2006.  The amount, however, is lower than total CAPEX of P1.78 billion 
in 2005, comprised of various mining equipment amounting to P1.58 billion and P207.71 million 
other CAPEX.  This decline in cash outflow was partly offset when the Company placed P300 
million in Temporary Investments with an Affiliate.  As a consequence, Net Cash Used in 
Investing Activities exhibited a drop from P1.18 billion in 2005 to P574.17 million in the current 
year.   
 
Meanwhile, the Company’s Financing Activities recorded a Net Cash Used amounting to P1.44 
billion, compared to the previous period’s Net Cash Inflow From Financing Activities amounting 
to P1.18 billion.  The previous year recorded cash inflows from proceeds of shares offering 
amounting to P1.62 billion which shored up cash resources.  Although loans repayment amounted 
to P1.28 billion, higher amounts of loans amounting to P1.2 billion were also availed.  On the 
other hand, the current year’s cash flows reflect Repayment of Long-Term Debt of P1.28 billion, 
but was offset by lower loan borrowings.  Furthermore, in 2006 for the first time in its history, the 
Company paid cash dividends amounting to P333.09 million, thus putting more dent to its cash 
position. 
 
While 2005 recorded a net cash generation of P1.30 billion, the current year exhibited a Net 
Decrease in Cash amounting to P821.20 million.  As a result, 2006 Cash End is lower at P510.44 
compared to 2005 cash level of P1.33 billion. 
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Correspondingly, Current Assets fell to P3.41 billion as at end 2006 from the P3.95 billion level 
in the previous year.  The Temporary Investment mentioned above is an investment to the parent 
Company, which has a tenor of 180 days, earning a very attractive rate of 11%.  The drop in 
Trade Receivables from P1.09 billion in 2005 to P505.73 million in the current year mainly 
accounted for the decrease in Net Receivables from P1.17 billion last year to P566.88 million this 
year, reflective of the lower sales.  Meanwhile, low market demand resulted to an increase in 
Coal Inventory to P1.02 billion this year accounting for 606 thousand MTs of coal from P552.62 
million in the previous year.  As a result, Net Inventories rose to P1.84 billion from P1.37 billion 
as at end 2005.  The increase in Other Current Assets is primarily caused by the rise in the 
amount of Creditable Withholding Taxes on Coal Sales withheld by customers to P175.34 million 
in the current year from P83.06 million in 2005.  This increase is largely due to the government-
mandated withholding of 5% VAT by the National Power Corporation which the Company is 
reclaiming in accordance with its VAT exemptions. 
 
On the other hand, the completion of the last leg of the expansion program brought up Property, 
Plant and Equipment to P3.10 billion, with additions amounting to P1.50 billion, partially offset 
by Depreciation, Depletion and Amortization totaling to P1.34 billion.  Consequently, Non-
Current Assets registered a 4.4% increase from P2.97 billion in 2005 to P3.11 billion as at end of 
the current year.  The decrease in Other Non-Current Assets was mainly driven by the decrease in 
Marginal Deposits on equipment and parts purchases from P42.82 million in 2005 to P5.64 in the 
current year.  The resulting Total Assets reflected a 6% drop from P6.93 billion as at end 2005 to 
P6.51 billion in 2006. 
 
Notwithstanding the modest profitability reported during the current year, the Company was able 
to significantly trim down its Total Liabilities by 20% from P2.74 billion as at end 2005 to P2.19 
billion as at end of the current year.  The reclassification of Long-Term Portion of Long-Term 
Debt to Current Portion posted an increase in the Current account.  Also, most loan availments 
during the year have short-term tenors to take advantage of cheaper financing charges compared 
to long-term loans, giving due consideration to the Company’s overall liquidity.  Combined, these 
resulted to a 15% growth in Total Current Liabilities from P1.17 billion in 2005 to P1.34 billion 
this year.  On the other hand, the payment of Accounts and Other Payables, the settlement of last 
year’s Income Taxes Payable, and the delivery of coal to customers with advance payments 
tempered the net increase in Total Current Liabilities of P180.3 million. 
 
Total Non-Current Liabilities meanwhile showed a 46% fall from P1.57 billion in 2005 to 
P850.66 million this year, mainly as a result of the pre-payment of Marubeni loan amounting to 
$7.42 million before its maturity and reclassification of Long-Term Debts.  Moreover, in 
accordance with the Philippine Accounting Standards (PAS) 19, the Company continued to 
acknowledge its liability to fund the retirement benefits of the employees, which resulted to an 
increase in Pension Liability by 27% from P42.33 million in the previous year to P52.67 million 
this year. 

 
The adoption of the New IFRS/IAS in the previous year caused changes in accounting standards 
which compelled the Company to restate prior years’ financial statements and recognize certain 
deferred tax liabilities.  Net Deferred Tax Liabilities rose by 19% from P61.83 million in 2005 to 
P73.79 million as at end 2006.  
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Although in terms of absolute amounts, the decrease in Total Liabilities recorded at P539.63 
million is higher than the reduction in Total Assets by P416.73 million, the reclassification from 
long-term to current portion of Long-Term Debts and availments of short-term financing resulted 
to a dip in the Current Ratio from 3.39:1 in 2005 to 2.53:1 this year. 
 
The recognition of net profits in 2006, tempered by the distribution of Stock Dividends of 
P333.09 million, further boosted the strong equity position of the Company.  Meanwhile, a 
continuation of the shares buyback program which commenced in 2005 increased Cost of 
Treasury Shares by 38% from P383.63 million in the previous period to P528.89 million as at 
yearend with the acquisition of additional 5,499,500 common shares costing P145.26 million in 
2006.  The resulting Total Stockholders’ Equity was impressive at P4.31 billion as at end 2006 
from P4.19 billion in the previous year, recording a 3% growth.  As a consequence, Debt-to-
Equity ratio further improved to 0.51 in the current period, compared to last year’s ratio of 0.65. 
 
C. Performance Indicators 
 

1. Production & Sales Volume – These two indicators are main drivers of profitability, 
with direct impact on cost and revenues.  In terms of capacity, the Company can already 
easily serve an increasing demand of up to 4.5 million MTs.  Economies of scale should 
also work in the Company’s favor in reducing cost of production.  However, production 
level should be correspondingly matched with demand to achieve optimum cost 
efficiency.  During the current year, low market demand pushed management to continue 
stripping operation, which in turn adversely affected profitability level.  However, it 
proved to be a wise decision for management, since towards the latter part of the year, 
several interested buyers were already knocking at the Company’s door wanting to 
explore possibilities of exporting Semirara coal.  Subsequently, the Company had a 
maiden voyage exporting its coal to South China in the first quarter of 2007.  As of this 
writing, it has received more supply proposals from foreign buyers. 

 
2. Average Selling Price – This is another profitability driver.  Semirara being the single 

largest coal producer in the country, producing more than 92% of total local output 
practically comprise the whole coal industry in the country.  Hence, it benchmarks its 
selling price to global coal prices.  Notably, it has inherent advantage over landed cost of 
imported coal, which includes freight cost and 12% Value Added Tax (VAT).  By virtue 
of PD 972, the Company is VAT-exempt.  On the other hand, pricing of Semirara coal to 
local customers is vulnerable to foreign exchange movements. 

 
3. Capital Expenditures –  The Company’s growth potential depends on its ability to 

timely increase its capacity to meet growing demand.  There is an increased global 
demand for mining equipment as the mining industry has become more active in the 
recent years.  As a result, delivery lead time of mining equipment is at least 6 months.  
More often, delivery period is 18 months.  Hence, Capital Expenditures should be a 
major factor in planning and strategizing to balance financial strength and growth.   

 
4. Debt to Equity (D/E) Ratio – The mining industry is capital intensive.  The ability of the 

company to raise funds to finance its operations and acquisition requirements largely 
depends on its financial strength.  The D/E Ratio is a good indicator of the Company’s 
financial condition.  Over the years, the company has remarkably improved its D/E Ratio, 
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such that the current year set a new record of 0.51, a further improvement of the previous 
year’s already sound D/E ratio of 0.65. 

 
Improved Coal Quality – The Company’s thrust to improve and expand its 
market should be complimented with efforts to improve acceptability of its 
product by continuously enhancing coal quality.  This need is further underscored 
by the opening of the export market to Semirara Coal.  In this light, the Company 
has continuously exerted efforts to enhance the value of its product.  The inherent 
characteristics of Semirara coal may only limit its potential, but other quality 
parameters can still be improved by incorporating additional processes, such as 
coal washing/drying to improve ash content and lower moisture.   

Full Years 2004-20057

I. PRODUCTION 
 
 Anticipating the increased requirements for Semirara coal reflective of growing global 
demand, Semirara Mining Corp. (SMC) geared up its modernization and expansion program 
commencing on the second half of 2004. Additional importation of production equipment like 
trucks and shovels and support equipment in terms of bulldozers and graders for 2005 established 
the company’s targeted 3.5 million metric tons (MT’s) coal production capacity for the year.  
 
 Despite the increased capacity however, coal production was constrained by the failure of 
certain projected sales to materialize primarily due to the prolonged maintenance shutdown of the 
company’s largest consumer, National Power Corp.’s (NPC) Calaca plant number 2. What was 
supposedly a regular 60-day annual maintenance shutdown extended for almost 9 months as a 
series of technical problems were encountered by NPC whenever they attempted to put the plant 
back on line. Consequently, coal production had to be restrained to market absorption capacity, 
while advance stripping of waste materials to the point of coal exposure was pursued to use 
available capacity particularly, during the first 3 quarters of the year. Advance stripping 
combined with restrained coal production however, resulted into a higher waste material to coal 
ratio (or strip ratio) of 8.02:1 as against last year’s 6.02:1. 
 
 In 2005, an unprecedented 3.2 million MT’s of Run-of-Mine coal (ROM) was produced 
out of a likewise historic total material movement of 27.9 million bank cubic meters (bcm). This 
is a marked improvement over last year’s performance of 2.8 million ROM and 19 million bcm or 
a growth performance of 14% and 47% respectively.  This level of production translated to Total 
Product Coal of 2.9 million MT’s, 16% more than 2004 performance of 2.5 million MTs. 
 
 It is worth mentioning that during the year, the company has completed the installation of 
a single pass cyclone centrifugal washing system which effectively brings down washing cost.  
On the other hand, the completion of the Feeder-crusher and Conveying System marked the 
company’s continuing program for quality improvement. 
 
The system aims to improve coal quality in terms of standardizing coal sizes to meet customer 
specifications. The crusher is connected to a conveyor system which could bring down fuel costs 

                                                           
7 Management Discussion and Analysis for full years 2004-2005 is lifted from the 2005 Annual Report 
submitted to the Securities and Exchange Commission.  
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as it tends to reduce hauling of materials by trucks thus, contributing to the cost-cutting program 
set by management. It has a rated capacity of 6.7 million bcm equivalent to 18% of total material 
handling capacity of 37.2 million bcm. 
 
 
II. MARKET 
 
 At the onset of 2005, National Power Corporation’s (NPC) Calaca Plant #2, the single 
biggest user of Semirara coal that historically accounts for more than 50% of the of the total sales 
volume, was shut down for a regular maintenance check scheduled for 60 days.  However, 
various technical problems were encountered in the course of the repairs whereby the plant was 
not fully restored until the last quarter of the year.  This unforeseen prolonged shutdown has 
resulted into a substantial shortfall against sales targets.  Whereas sales target for Calaca was 1.8 
million MT’s corresponding to their indicated requirements, actual volume sold instead fell by 
228 thousand MTs, from 2004 sales level of 1.45 million MTs to 1.23 million MTs in 2005.  This 
development translated into a decline in Calaca’s market share from 58% of annual sales volume 
in the previous year to 49% in 2005.  
 
 On a positive note, purchases from other NPC – Independent Power Producers (IPP)  
power plants, namely  Sual and Pagbilao plants, have posted higher volumes of 147 thousand  
MT’s and 61 thousand MT’s respectively, an increase of 75 thousand MTs and 26 thousand MTs,  
over last year’s volume.  Deliveries to Sual was 72 thousand MT’s while Pagbilao coal liftings  
was only 35 thousand in 2004. This partially offset the decrease in NPC’s market share from 62% 
in 2004 to 58% in the current period. 
 
 The thrust towards market diversification that is, non-NPC markets, likewise, have posted 
an aggregate increase in sales volume by 95 thousand MT’s making up for Calaca’s shortfall. 
Despite a slow start, saddled with high inventory at the beginning of the year, cement plants 
purchases increased by 109 thousand MTs over 2004 volume. A marked increase of 148 thousand 
MT’s was accounted for by APO Cement after certain plant recalibration and adjustments 
enabled it to use 100% Semirara coal. Deliveries to Solid Cement was also initiated during the 
year amounting to 18,000 MT’s. On the other hand, PNOC purchases declined by 58 thousand 
MT’s from 488 thousand MT’s in 2004 to 430 thousand MT’s this year tempering the otherwise 
robust growth from the cement sector.  Market diversification is further realized with deliveries of 
22 thousand MT’s to PICOP Resources, a paper mill located in Surigao del Norte. These are 
significant developments in that they reflect the growing market acceptance of Semirara coal not 
only in the Power industry but other industries like Cement and Paper Milling.  The poor quality 
image of Semirara coal is now a thing of the past. 

 
 Combined, total sales volume for 2005 amounted to 2,479,461 MT’s, slightly lower by 
33,422 MT’s compared with last year’s performance of 2,512,833 MT’s or 1.3%.  Composite 
FOB selling price posted at P2,205/MT in 2005, a 12% increase over the 2004 figure of 
P1,974/MT.  The improvement is mainly a consequence of the full year effect of high coal prices 
in the current year which started to rise dramatically only by the second half of 2004. NPC sales 
averaged P2,490/MT FOB, higher by P177/MT compared to last year’s prices of P2,313/MT or 
7.7%. On the other hand prices for non-NPC deliveries averaged P1,815/MT FOB, improving by 
P397/MT from 2004 level of P1,418/MT equivalent to 28% , largely due to increased volumes 
from the cement industry as Semirara coal continues to gain wider market acceptance. 
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III. FINANCE 
 
Sales and Profitability 
 
 Despite the slight dip in sales volume, improved prices lifted Revenues to P5.6 billion, 
P500 million more than last year’s performance of P5.1 billion or 9.8 %. Coal sales accounted for 
P5.466 billion while the balance of P87 million was generated from coal handling services at the 
Calaca plants. Coal revenues grew by P506 million or 10% from last year’s level of P4.960 
billion. On the other hand, the prolonged shutdown of Calaca plant number 2 caused coal 
handling revenue to drop from P106 million in 2004 to P87 million in 2005 equivalent to 18% as 
less coal was delivered.  
 
 Cost of sales in 2005 amounted to P3.3B (inclusive of cost of coal handling of P113.4 
million). Cost of coal sold per MT is 17.5% higher at P1,287 compared to last year’s cost of 
P1,095 (as restated according to new IFRS/IAS reporting standards). The higher cost per MT of 
coal sold may be attributed to several factors: One, the substantial increase in the price of fuel 
during the year that resulted into higher fuel cost of P299/MT versus last year’s P191 /MT or 
57%; Two, the adoption of the change in depreciation policy shortening depreciable life of 
mining equipment from 5 years to 3 years likewise increased depreciation cost per MT to P 500 
from last year’s P334/MT equivalent to 50%. This was offset by lower cost per MT of Materials 
and Parts from P320 in 2004 to P240 in 2005 or a drop of 25%. The higher strip ratio of 8.02:1 in 
2005 versus 6.02:1 in 2004, pulled up production cost further, contributing to the higher cost of 
coal sold per MT. With higher Cost of Sales, gross profit margin ratio dipped slightly to 40% 
from last year’s profitability ratio of 44%.  In absolute amounts however, Gross Profit earned of 
P2.25 billion in 2005 still posted a slight 1% improvement over 2004 Gross Profit of P2.22 
billion.    
 
 Operating Expenses were reduced by P14 million in spite of increases in Department Of 
Energy Royalty due to higher coal revenues by P10.2 million (from P148.6 million in 2004 to P 
158.8 million in 2005), Transportation and Travel by P20.2 million (from P6.6 million in 2004 to 
P26.8 million in 2005) largely due to the International shares offering undertaken during the year 
and Personnel Costs by 21.6 million. On the other hand, no new real property tax, Provision for 
Inventory Obsolescence and Provision for Doubtful Accounts were recognized during the year 
whereas , these expenses accounted for P63.4 million of Total Operating Costs in 2004. 
Operating Income earned  amounted to P1.98 billion in 2005 slightly better than 2004 earnings of 
P1.94 billion equivalent to a  2% growth. As a percentage of Revenues however, it registered 
lower at 36% vis-à-vis 38% in 2004.  
 
 Interest and Other Financing Charges for the year dropped dramatically from P438.9 
million in 2004 to P118.5 million in the current year. The prepayment of most restructured loans 
and new loans requiring corporate guarantees of DMC Holdings, Inc.  and DM Consunji Inc. and 
secured by real estate assets of affiliated companies cancelled the guarantee fees and collateral 
fees being charged to Semirara. Repayment of these loans early in the year likewise contributed 
to bringing down interest cost. Lower borrowing rates were also experienced due to the general 
downward trend in rates for foreign and local loans as well as the improved credit rating of the 
company. In addition, Foreign Exchange Gains of P98.1 million was recognized in 2005 
compared to the Losses in 2004 of P15 million when the year ended with an exchange rate of 
P53.09 to US$1 from the P56.28 to US$1 at the beginning of the year. Excess cash during the 
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year earned interest income to the tune of P55.1 million largely comprising the Other Income of 
P59.5 million earned, much higher than the P2.8 million in 2004. 
 
 Income Before Tax resulting from the foregoing jumped from P1.49 billion in 2004 to 
P2.02 billion in 2005 or 36% of Revenue, 7% higher than last year’s 29%.  However, much 
higher Provisions for Income Tax had to be made vis-à-vis last year (for which only the 
Minimum Corporate Income Tax was provided) as remaining Net Operating Loss Carry-Over 
(NOLCO) benefits were limited. From last year’s provision of P41.97 million, 2005 provision for 
income taxes (current) amounted to P435.94 million or 10.4x higher. This finally translates to Net 
Income After Taxes of P1.592 billion posting a respectable 10.6% growth from last year’s level 
of P1.439 billion. As a percentage of revenue however, 2005 performance is equivalent to 29% or 
1% better than last year’s 28%. 

 
Financial Condition, Solvency and Liquidity 
 
 A new milestone was etched in the Company’s history when it successfully went on an 
international public offering in 4 February 2005 - an event that reactivated the trading of Semirara 
stocks at the Philippine Stock Exchange.  The exercise had brought P1.6 billion into the coffers of 
the Company, providing sufficient liquidity to fully pay its restructured local and foreign debts 
and update trade accounts.  In addition, it enabled the Company to pay the required down 
payments for new mining equipments programmed for its modernization and expansion to 
augment production capacity.  
 
 Another first in the Company’s history is the declaration of cash dividends of P1.20 per 
share for stockholders of record as of March 27, 2006.  This was approved by the Board of 
Directors in its special meeting last 6 March 2006, in fulfillment of management’s commitment to 
company’s shareholders to pay a minimum of 20% of Audited Net Profit After Taxes starting 
Year-ending 2005. Total payment will amount to approximately P333 million, representing 
around 20.9% of the year’s Net Profit After Taxes of P1,592,342,821.  However, this is not yet 
reflected in the 2005 Financial Statements since actual declaration and payment of dividends 
were done after the 31 December 2005 audit cut-off. 
 Despite the improved profitability, Net Cash Provided by Operating Activities reflected a 
13.3% decline from P1.5 billion in 2004 to P1.3 billion in the current period which was primarily 
caused by increase in Inventories by P811.3 million, Receivables by P367 million  and payment 
of Accounts and Other Payables of P581.4 million.  
 
 Consistent with the capacity expansion program of the Company, net cash used in 
investing activities surged to P1.2 billion, largely comprised of investments in additional 
production equipments, marking a 43% increase over the previous year’s figure of P824.3 
million. 
 
 Meanwhile, debt service of long-term debt continuously improved to the tune of P1.253 
billion in 2005 as the Company becomes more liquid with the inflow of fresh and cheaper loans 
to finance its Capital Expenditures Program and the proceeds of the public offering.   
 
 The public offering, coupled with better coal prices have boosted the Company’s cash 
generation, recording a hefty increase of 3,753% from P35 million in 2004 to P1.33 billion in the 
current year.   
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 The combined effects of the foregoing is a more robust Balance Sheet for the year 2005.  
Current ratio is impressive at 3.39:1, compared to last year’s ratio of 1.02:1. 

 
 Total Assets of the Company has dramatically surged to P6.9 billion from the previous 
year’s level of P3.9 billion.  The increase mainly came from higher levels of Current Assets from 
P1.47 billion in 2004 to P3.95 billion in the current year.  The 46% increase in Receivables is 
mainly trade related reflecting the increase in Revenues. Also, Due From Related Parties 
amounting to P68.48 million was lodged.  These are operating advances chargeable against 
subsequent billings on coal freight charges and equipment rentals.  On the other hand, the 
increase in inventories reflected higher coal production towards the end of the year and increase 
in Materials and Supplies. Materials inventory included P76 million worth of conveyor belts 
which will be subsequently installed to the company’s material handling facilities and reclassified 
to Property, Plant and Equipment and P97 million worth of fuel, oil and lubricants which was 
delivered towards the end of the year.  Meanwhile the growth in Other Current Assets is due to 
additional Creditable Withholding Taxes on coal sales withheld by customers. 
 
 Additional investments in Property, Plant and Equipment (PPE) amounting to P1.78 
billion, offset by increased Accumulated Depreciation based on the change in depreciation policy 
(wherein Estimated Useful Life of Conventional equipment have been reduced from 5 years to 3 
years), translated into a 23% increase over last year’s PPE of P2.38 billion.  Meanwhile, marginal 
deposits on importation of new equipment amounting to P42.82 million mainly caused the 40% 
increase in Other Non-Current Assets.  The combined effect of these two accounts is a 24% 
increase of Non-Current Assets from P2.39 billion in 2004 to P2.97 billion in 2005. 
 Despite substantial long-term borrowings to finance acquisition of mining equipment, 
Total Liabilities marked a slight increase of 9% from P2.50 billion in 2004 to P2.74 billion in 
2005. While Current Liabilities shrunk by P281.6 million or 19% largely due to payment of 
Accounts and Other Payables offset by increases in Income Tax Payable and Current Portion of 
Long-Term Debt , Non-Current Liabilities rose by P516 million or 49% mainly as a consequence 
of new Long-Term Borrowings for the importation of equipment.  

 
 The payment of Accounts and Other Payables include debt service of Department of 
Energy (DOE) past due and current accounts amounting to P193.3 million and P163.5 million, 
respectively.  Likewise, Trade Payables dropped from P282.9 Million in 2004 to P86.4 Million in 
the current year, while Due to Related Parties amounting to P152.7 million in the previous year 
was totally paid off.    The movements of these two items mainly caused the decrease of the 
account to P388.74 million in 2005 from P985.0 million in the previous year. 

 
 The procurement of additional mining equipment which forms part of the Company’s 
capacity expansion program prompted the drawdown of new loans to finance the same.  Bank 
loan balances increased from P428.41 million in 2004 to P1.13 billion in the current year, 
however, only P176.6 million represents current portion, while Acceptances and Trust Receipts 
Payable amounting to P262.96 million, with a current portion of P176.48 million were availed.  
Meanwhile, Payable to Foreign Suppliers significantly dropped to P467.78 million in 2005 from 
previous year’s level of P922.26 million. 
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 With the Net Operating Loss Carry Over incentive (NOLCO) exhausted, the Company 
started to provide for regular tax liability.  At the end of the period, an Income Tax Payable of 
P324.11 million was recognized in its books. 

 
 The decrease in Customers Deposits represents coal deliveries against deposits during the 
year.  Aside from deliveries made to fulfill current deposits from new customers, the Company 
continued to deliver coal against NPC deposits covered by the Memorandum of Agreement 
entered into between the two parties in 28 September 1990.  From P61.09 million in 2004, the 
amount was reduced to P35.60 million in the current period. 

 
 In accordance with the Philippine Accounting Standards (PAS) 19, the Company has 
acknowledged its liability to fund the retirement benefits of its employees.  The Pension liability 
has increased to P42.3 million in 2005 from P34.50 million in the previous year.   

 
 Due to the adoption of the New IFRS/IAS, changes in accounting standards caused 
restatement of the company’s prior years financial statements and the recognition of certain 
deferred tax liabilities.  From the P7.73 million deferred tax liability recognized in 2004, it 
increased to P61.83 million in 2005. 
 
 The capital restructuring program undertaken by the Company the previous year aimed to 
strengthen its Balance Sheet had paved the way to the public offering of additional shares to both 
international and local investors at the early part of the year.  On 4 February 2005, the Company 
successfully sold 46.875 million shares with a par value of P1, increasing its capital stock to 
P296.875 million from 250 million at the start of the year.  At an offering price of P36/share, an 
Additional Paid-In Capital of P1.58 billion (net of expenses) was recognized.  Improved profit 
levels resulted to the increase in Retained Earnings from P1.11 billion in 2004 to P2.7 billion in 
2005, P1 billion of which was authorized by the Board of Directors (BOD) on 4 April 2005 for 
Appropriation to Capital Expenditures.  Meanwhile, the BOD subsequently approved a shares 
buy-back program towards the latter part of the year.  As of the end of 2005, total shares held in 
Treasury amounted to 13.8 million, costing P383.63 million.    Total Equity has improved by 
208% to P4.2 billion from P1.4 billion in 2004.  As a result Debt-to-Equity ratio likewise posted a 
huge improvement from 1.84 in 2004 to 0.65 in the current year. 
 
Performance Indicators 
 

1.  Production & Sales Volume – The level of production is an indicator of the Company’s 
capacity to produce which implies its responsiveness to growth in market demand.  
However, during the period coal production was restrained to the market’s absorption 
capacity as certain sales targets failed to materialize. The prolonged maintenance 
shutdown of the company’s single biggest consumer, NAPOCOR’s Calaca Plant No. 2 
primarily caused the decline in the company’s sales volume for the period.  This adverse 
market development hindered the Company in achieving its sales target of 3.5 million for 
2005.  Instead, volume sold dropped by 1% from 2.513 million MTs in 2004 to 2.479 
million MTs in the current year.  However, on the positive side, it should be noted that 
the Company’s thrust for market diversification has continued to progress as sales to 
other non-traditional markets have further increased. 
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2.  Average Selling Price – This performance indicator demonstrates the effect of movement 
in global coal prices on the pricing of Semirara coal.  When coal price soared during the 
early part of 2004, it took two quarters before the company felt the benefits.  This delayed 
effect is attributed to the pricing mechanism of the Company’s Coal Supply Agreement 
with NAPOCOR’S Calaca Power Plants.  Being at import parity pricing, prices will only 
change when actual importation of coal is done during the quarter otherwise, the old price 
based on the last importation stays.  Such that, in 2005, the Company enjoyed stable 
prices as NAPOCOR-Calaca did not import coal until September 2005.  The P2,205 
composite average price per MT is the highest price ever for Semirara coal. 

 
3. Capital Expenditures - The lead time for acquiring mining equipment ranges from six 

months to one year.  Hence, management has taken steps to assure that sufficient 
equipment complement is kept at all times with some provision for critical redundancy.  
The timing of Capital Expenditures is crucial to minimize opportunity cost.  Although the 
period’s actual production is only 3.2 million MTs ROM coal, its capacity stands at 3.5 
million MTs per annum.  During the year, new large-capacity mining equipment, such as 
shovels, dump trucks, dozers, and other support equipment were brought in to the mine 
site in line with its capacity expansion program. 

 
4. Debt to Equity (D/E) Ratio – As a measure of the strength of the Company’s financial 

condition, the current period’s DE Ratio (Total Liabilities to Equity Ratio) is remarkable 
at 0.65:1, a huge improvement compared to the previous period’s ratio of 1.84:1.  The 
continued improvement of this performance indicator is a big factor in attracting better 
financing packages for the Company. 

 
5.  Improved Capitalization - Over the last two years, the Company has fortified its balance 

sheet through intensive capital restructuring.  From posting negative Stockholders’ 
Equity of (P98.6) million in 2003, the succeeding year posted a huge improvement of its 
Equity to P1.36 billion as earnings soared.  Consequently, the capital restructuring 
program has enabled the Company to successfully offer additional shares to the market, 
earning Additional Paid-In Capital of P1.57 billion in the process. Unprecedented profits 
was realized in 2005 further increasing Stockholder’s Equity to P4.19 billion in 2005. 

 

Full Years 2003-20048

I. PRODUCTION 

Mining operations broke the record in 2004, producing 2.13 million Metric Tons (MTs) of clean 
coal and 0.69 million MTs of washable coal, posting a total run-of-mine coal of 2.82 million 
MTs, 0.775 million MTs or 38% higher than the previous year of 2.04 million MTs. 

                                                           
8 Management Discussion and Analysis for full years 2003-2004 is lifted from the 2004 Annual Report 
submitted to the Securities & Exchange Commission.  It does not reflect the restated 2003 and 2004 audited 
financial statements brought about by the change in accounting standards. 
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 The volume of total materials moved likewise increased to 18.99 million bcm, from 2003 
level of 18.11 million bcm, marking a slight 4.8% growth. The increase in material movement in 
2004 was partly attributable to the arrival of newly acquired 7 units of CAT777 100-tonner dump 
trucks used for hauling which became operational starting July. Moreover, the 6 units of second 
hand TR33100 100-tonner dump trucks, which were acquired in the second quarter of 2003, gave 
a full year contribution in 2004. 

 Waste stripped, inclusive of limestone and silt, amounted only to 16.98 million bcm, 
resulting to a minimal increase of 2% compared to the volume of 16.65 million bcm in 2003. This 
effected a decrease in the waste to coal ratio to 6.02:1 in 2004 from 8.15:1 in 2003. Strip ratio 
dropped in 2004 from 2003’s higher level due to two factors: first, the current year benefited from 
the stripping preparation done during the last quarter of 2003, which exposed 556,000 MTs of 
coal in the south block (Seam 10); secondly, mining activities in 2004 was concentrated largely in 
the exposed coal of the thick seam 32/33.  

 In general, the rate of 87% machine availabilities in 2003 was maintained in 2004. With 
the acquisition of new equipment, total materials movement could have even been higher were it 
not for the longer hauling distances ranging from 1.5-3.0 kilometers. In addition, coal mining 
activities have longer load-haul cycles than waste stripping activities. 

 Coal feed for washing during the period reached 579,237 MTs, 27% higher than the 2003 
figure of 454,724MTs. Recovery was 60%, as against 2003’s rate of 63%. 

 The accounted coal shipment in the current period totaled to 2.51 million MTs with a 
higher weighted average heating value of 9,559 British Thermal Units (BTU) compared to the 
previous period’s weighted average of 9,466 BTU. On the other hand, heating values of coal 
delivered to cement plants ranged from 9,064 BTU to 10,555 BTU. Deliveries to NPC power 
plants have higher heating values than the required minimum of 8,700 BTU, thus effectively 
increasing prices. 

 Coal handling operations at the Calaca plant in 2004 comprised of 1.610 million MTs, 
whereas 2003 figures was registered at 0.165 million MTs. 

 

II. MARKETING 

 The increase in global coal demand in 2004 augured well for the Company. Due to the 
difficulty and increasing costs (in particular higher freight costs) of importing coal, local coal 
consumers were encouraged to test Semirara coal as substitute fuel. A number of plants 
successfully tested the technical viability of blending Semirara coal with higher BTU imported 
coal. As a result, coal sales soared to an unprecedented high of 2.51 million MTs, marking a 41% 
increase over the previous period’s total sales volume of 1.78 million MTs. Furthermore, the 
Company was able to diversify its market base to include more non-traditional markets. 
Consequently, market dependency to its major customer, the National Power Corporation (NPC) 
significantly decreased to 63% from last year’s market share of 76%, despite the increase in 
volume to 1.56 million MTs as against the 2003 sales figure of 1.34 million MTs. Philippine 
National Oil Corporation Exploration Corporation (PNOC-EC) remarkably brought up its 
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purchases to 488 thousand metric tons from the volume in the previous year of 80 thousand MTs, 
or an increase of 513%. APO Cement likewise increased the use of Semirara coal, buying 133 
thousand MTs this year, posting an increase of 109 thousand MTs from 2003 total volume of 24 
thousand MTs. The Company was also able to supply Sual Power Station (owned by MIRANT 
Phils.) in 2004, which bought a total of 45 thousand MTs during the year. The rest of the previous 
year’s markets maintained their levels. 

 The increase in demand likewise led to a surge in world prices of coal.  Currently, the 
price per metric ton ranges from US$61 to US$80 C&F. Being at import parity pricing with its 
customers, this effected higher prices for Semirara coal even if it is at the lower end of the price 
range. Average price per metric ton rose to P1,973.68/MT FOB in 2004, an increase of 63% over 
the previous year’s price even when the effect of world price increases was only fully realized 
starting the second half of the year. Year 2003 opened at P1,236.99/MT FOB during the first 
quarter and closed at P1,270.25/MT FOB in the fourth quarter posting an average effective price 
of only P1,213.58/MT FOB.  

 

III. FINANCE 

Sales and Profitability 

 Coal revenue in 2004 soared to P4.96 billion, or 141% higher than the coal revenue of 
P2.06 billion generated in 2003. This is more than double the coal sales performance in 2003. On 
the other hand, coal handling services for the Calaca power plants generated revenues of P106 
million. This combined for a total revenue of P5.1 billion for the year 2004. 

 The higher level of sales volume correspondingly increased cost of sales to P2.97 billion 
or an increase of 94% compared to the P1.53 billion level of last year. The disproportionate 
movement in costs against production volume is primarily caused by the write-off of some non-
current assets like deferred stripping, deferred drilling, and deferred development costs 
amounting to P327.4 million. Moreover, hardly used equipment like the two bucketwheels 
amounting to P50.9 million, were written off while provisions for inventory obsolescence of 
some spare parts amounting to P12.7 million were recognized. Furthermore, increase in main 
production cost components such as materials and parts, and fuel and lubricants were also 
experienced.  

 Notwithstanding the substantial increase in the cost of sales, the Company more than 
doubled its gross margin which amounted to P2.10 billion in 2004 against the 2003 level of 
P645.11 million. This high level of profitability is an effect of the upsurge in sales volume and 
prices mentioned earlier. 

 Despite accounting adjustments that adversely affected the net income of the Company 
such as: write-off of assets totaling to P378 million; recognition of prior years’ guarantee fees 
charged by DMCI-Holdings, Inc. (DMCI-HI) and DM Consunji (DMCI), Inc. for loan guarantees 
and collateral fees that resulted into a major increase in interest and financing charges; payment 
of demurrage charges for prior years that were billed only in 2004 that effectively increased 
shipping and hauling costs; and accrual of additional liability on real property taxes amounting to 
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P46 million that increased general and administrative expenses, the Company posted a net income 
of P1.32 billion after providing for a minimum corporate income tax (MCIT) of P42 million. This 
is almost 10 times higher than the recorded previous year’s net income of P138.41 million. Coal 
handling services in Calaca contributed P18.0 million to the year’s profits. 

Financial Conditions, Solvency and Liquidity  

 For the first time in the history of the Company’s existence, coal revenues, coupled with 
the coal handling revenues, hit an outstanding level of P5.066 billion. This was largely caused by 
twin factors, first, higher coal prices and secondly, the increase in sales volume. As a result, gross 
profit correspondingly increased to P2.096 billion after deducting cost of sales amounting to 
P2.969 billion. Net income before tax for the period amounted to P1.360 billion. 

 The increased profitability of the Company translated into net cash generated from 
operating activities of P2.0 billion, almost five times the level of P426.8 million in 2003. A total 
of P824 million was used in investing activities comprised of capital expenditures of P787 million 
and a net increase in other non-current assets of P37 million. On the other hand, net cash used in 
financing activities amounted to P1.2 billion primarily due to repayments of long-term debts 
amounting to P1.1 billion and the retirement of payables to related parties totaling to P500.6 
million, offset by the availment of credit facilities for the acquisition of new mining equipment 
amounting to P405.7 million and the generation of P20.6 million from additional subscription of 
capital stock.  

 After retiring considerable amounts of liabilities and funding its capital expansion 
program, the Company registered a minimal increase in cash amounting to P13.3 million. This 
amount added to the beginning cash balance of P21.2 million resulted into a slight increase in 
cash balance of P34.6 million at the end of the year. 

 The commendable production and sales performance of the Company in 2004 translated 
into a remarkable improvement in its liquidity. By yearend, total current assets stood at P1.5 
billion, 72% more than last year’s figure of P860.8 million. The increase is mainly due to higher 
receivables caused by higher revenues which amounted to P804.9 million, more than thrice the 
beginning balance of P262.9 million. The minimal increase in cash by P13.3 million; the increase 
in other current assets which represents additional creditable withholding taxes on coal sales 
withheld by customers and marginal deposits on new acquisitions of equipment which were 
negotiated in the latter part of the year amounting to P42.7 million; as well as the slight increase 
in inventories of materials and parts amounting to P21.54 million also contributed the surge in 
total current assets. 

 The write-off of assets, comprised of deferred stripping cost of P122.94 million (net of 
accumulated amortization) in June 2004, as well as the P37 million worth of deferred drilling 
costs which were charged to production cost, resulted to reduction in other non-current assets. 
However, additional deferred charges representing conveyor belts expenditures amounting to P37 
million for Calaca coal handling operations were incurred during the year. 

 The capacity expansion program commenced in 2004 realized a P273 million net increase 
in Property, Plant and Equipment (PPE). However, total additions in PPE actually amounted to 
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P1.30 billion, substantially representing mining equipment delivered totaling to P492 million, 
equipment in-transit worth P504 million, other equipment and capitalized conveyor belts costing 
P115 million and construction in progress of P111 million. The increase was tempered due to the 
write-off of old non-operational mining equipment and deferred development cost amounting to 
P56 million and P167.89 million, respectively. Depreciation for the year was posted at P724 
million. 

 The highly positive cash flow in 2004 afforded the Company to pre-pay a significant 
portion of its obligations, thus resulting to an immense decrease in current liabilities from 2003 
level of P2.3 billion to P1.5 billion in 2004. All of its notes payable, amounting to P129.2 million, 
which consisted of use of credit lines from local banks of some affiliates were pre-paid. The 
Company was also able to retire almost all of its restructured loans for a hefty sum of P681 
million, so that by the end of the year, only a minimal amount of P22 million remained 
outstanding. This was however fully settled in January 2005. Total payments of P272.5 million to 
imported equipment suppliers were met on schedule. Despite the pre-payments of long-term 
liabilities, Long-Term Debt (including Current Portion) still posted a considerable ending balance 
of P1.35 billion, a decrease of only P107 million from the previous period’s reported figure of 
P1.46 billion. This was due to new financing availments needed for the acquisition of additional 
mining equipment consistent with the capacity expansion program which amounted to P848.3 
million. This minimized the net decrease in the Current Portion of Long-Term Debt by P286.47 
million, while increasing the Long-Term Portion by P179.81 million. Payments to affiliates 
brought down Payable to Related Parties by P500.65 million.  

 Accounts and Other Payables posted a net increase of P132 million due to an additional 
accrual of interests to equipment suppliers amounting to P10 million, increase in due to DOE of 
P26.3M, net increase in trade payables and other accrued expenses of P29.4 million and LC 
payable amounting to P65.7 million. Moreover, as of June 2004, the Company recognized an 
additional accrual of real property tax liability of P46 million to fully provide for the total 
assessment of P125 million, P42.5 million of which is already being amortized at P1.5 million a 
month starting January 2004 after a lump sum payment of P9 million. The balance of P82.9 
million is under review by both parties as to the correctness of the amount of liability. These 
major increases in recognized liabilities were offset by the updating of payments to the 
Company’s local and foreign suppliers. 

 Finally, customer’s deposit increased due to a coal supply agreement entered into by the 
Company with TransEnergy Grinding, Inc., an affiliate company and marketing arm of APO 
Cement, on August 2004. This contract provided for an advance payment of US$2 million or a 
peso equivalent of P111 million in exchanged for 60 thousand MTs of coal to be delivered to 
APO within a period of six months. Taking into consideration the deliveries made during the 
year, customer’s deposit of TransEnergy Grinding, Inc. left a balance of P52.8 million by 
yearend.  On the other hand, under the old deposit account of NPC, deliveries were made in 2004 
amounting to P23.91 million, thereby resulting into a net increase in total customer’s deposit of 
only P28.9 million by yearend.  
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 The Company's liquidity position at the end of the current period improved significantly 
with a Current Ratio of 0.98x from 0.38x of last year. Likewise, the Company’s Solvency 
Condition firmed up due to the net income realized for the year amounting to P1.318 billion and 
the consequent liquidity that allowed substantial reduction of debts which strengthened the 
Company’s Total Liabilities to Equity Ratio from 549:1 in 2003 to 1.87:1 in 2004. 

 Meanwhile, to further strengthen its balance sheet, the Company underwent a capital 
restructuring program to eliminate its capital deficiency. The program was approved by the 
Securities and Exchange Commission (SEC) on July 2, 2004 and was implemented in phases. The 
following were the steps undertaken to boost the Company’s Capital Accounts: 

a. Reduction of the authorized capital stock from P1,812,200,000.00 divided into 
1,662,200,000 common shares at P1.00 par value per share and 15,000 preferred 
shares at P10,000.00 par value of per share to P21,370,448.00 divided into 
21,370,448 common shares at P1.00 par value of per share;  

b. Retirement and cancellation of the P150,000,000 authorized preferred shares.  

c. Issued and outstanding common shares were used to eliminate deficit as of 
December 31,2003 of P1,625,852,920.00, thus reducing issued and outstanding 
common shares to P5,342,612.00;  

d. Increase in the authorized capital stock from P21,370,448.00 divided into 
21,370,448 common shares to P100,000,000 divided into 100,000,000 shares 
with a par value of P1.00 per share.  

 

  The increase in the additional paid-in capital resulted from the following: 

a. Conversion of 48 preferred shares at P10,000.00 per share to 225,532 common 
shares with a par value of P1.00 per share, thereby incurring a premium on 
conversion amounting to P254,468.00;  

b. Subscription of 19,657,388 common shares TransEnergy Grinding, Inc. by 
DMCI Holdings, Inc.(DMCI-HI) out of the increase in the authorized capital 
stock, with a par value P1.00 per share at a premium, or at P1.05 per share or for 
a total issue value of P20,640,257.40; thereby incurring a premium of subscribed 
common stock amounting to P982,869.40.  

 After the capital restructuring and subscription by DMCI-HI of 19,657,388 common 
shares, the total subscribed capital stock of the Corporation stood at P25,000,000. However, as a 
result of the decrease in the Corporation’s authorized capital stock, there are fractional shares of 
454.0650189. Likewise, the 222 shares previously held in Treasury were reduced to a fraction of 
.7271107 of share.  

 In a special board meeting last July 30, 2004, the elimination of the fractional shares was 
taken up and it was agreed that the Corporation shall redeem the fractional shares and hold them 
in Treasury. For interim financial reporting, the redemption of the fractional shares was booked at 
par value by recognizing Treasury Shares Payable, thus explaining the increase of cost of treasury 
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shares to P676.00 from P222.00. In October 2004, the Company sold all common shares held in 
treasury. 

 On September 14, 2004, the Board of Directors (BOD) approved the increase of the 
Company’s authorized capital stock from P100 million divided into 100 million common shares 
with P1 par value per share to P1 billion divided into 1 billion common shares with P1 par value 
per share.  The BOD also approved the declaration of stock dividends in the amount of P225 
million consisting of 225 million common shares at a par value of P1 per share in favor of all 
stockholders, as of the record date determined by the SEC in proportion to their respective 
shareholdings as of said record date. On October 8, 2004, the stockholders approved the said 
increase in the authorized capital stock and the declaration of stock dividends.  The stockholders 
also approved the offer for subscription to qualified institutional buyers of common shares out of 
the authorized capital stock provided it does not exceed 20% of the issued and outstanding capital 
stock after the offered shares have been subscribed. 

 

Performance Indicators 

1. Production & Sales Volume - These are the two critical factors to the Company’s 
performance for the period. The level of production translates into cost efficiency as a 
function of economies of scale, while sales volume measures the sale ability of the 
Company’s product and revenue generating capability. For the current period, both the 
efforts of the Operations and Marketing have greatly contributed to its astounding 
growth.  Production increased from 2.04 million MTs ROM in 2003 to 2.89 million MTs 
in the current year. On the other hand, the marketing group successfully minimized its 
dependence on a single customer, in particular reducing NPC’s market share from 76% in 
2003 to 63% in 2004, by expanding its marketing efforts to include non-traditional 
markets such as cement and other industrial plants. In addition, total sales volume 
increased by 41% over the previous year.  

2. Average Selling Price – As a driver of the Company’s profitability, selling prices of 
Semirara coal is regularly monitored vis-à-vis its competitors.  Considering that Semirara 
is practically the only coal mining company in the country, producing more than 90% of 
the total local supply, and being on import parity pricing with its customers, prices are 
influenced by movements in world prices.  Coal quality is also a significant factor in the 
pricing of coal, thus, the Company continuously exert efforts to improve quality. In the 
current year when world prices of coal shot up, Semirara coal correspondingly increased 
its prices.  Average composite selling price for the year was recorded at P1,974/MT FOB, 
a hefty 63% improvement over the previous year’s price of P1,213/MT FOB.  

3. Expanded Market – Consistent with the company’s thrust to diversify its market and 
minimize dependence on a single customer, marketing efforts were intensified, such that 
non-traditional markets like the cement industry and other smaller industrial plants were 
aggressively penetrated through competitive pricing.  The inherent freight advantage of 
local coal over imported coal helped increased the Company’s market share. In terms of 
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sales volume, the Company further reduced its reliance on a single customer, the NPC, to 
63% from its last year’s share of 76%, over a bigger pie of 2.5 million MTs versus the 
previous period’s volume of 1.8 million MTs.  In terms of the Philippine market the 
Company was able to supply 27% of the total market of 9.5 million MTs in 2004 
compared to its 23% share of the total demand of 7.9 million MTs in 2003.  

4. Inventory Level / Accounts Receivable – These two accounts are indicators of the 
Company’s effectiveness in managing its production and efficiency in collecting its 
receivables. Inventory is kept at a reasonable level, posting a slight increase from last 
year’s figure.  On the other hand, receivables soared as of end 2004 due to higher 
revenues, and were subsequently collected upon due date.  

5. Debt to Equity Ratio - This ratio measures the Company’s solvency condition which 
relates to its capability to meet its liabilities.  The permanent retirement of a huge portion 
of its liabilities remarkably narrowed the debt-to-equity ratio to 1.87:1 in 2004 from 
549:1 in 2003.  

 
B. INFORMATION ON INDEPENDENT ACCOUNTANT AND OTHER 

RELATED MATTERS 
 The principal accountants and external auditors of the Company is the accounting firm 
Sycip, Gorres, Velayo and Co. (SGV & Co.).  Pursuant to the General Requirements of SRC Rule 
68, paragraph 3 (Qualifications and Reports of Independent Auditors), the company has engaged 
the services of SGV & Co. as external auditor of the Company and Mr. Arnel F. de  Jesus is the 
Partner-In-Charge for less than five years or starting 2005 only.  

1. External Audit Fees and Services  
a. Audit & Audit Related Fees- The Company paid its external auditors the 

following fees in the past two (2) years:  

In Millions Pesos with VAT 

2005 1.1 

2006 1.2 

Total 2.39

 
b. Tax Fees- There are no fees billed in each of the last fiscal years for 

professional services rendered by the SGV & Co. for tax accounting, 
compliance, advice, planning and any other form of tax services. 

 
All Other Fees-There are no fees billed in each of the last two fiscal years for 

products and services provided by SGV & Co. other than services reported 
under item a. above. 

                                                           
9 Audit Fees only, no fees for other assurance and related services were paid. 
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2. There have been no changes in or disagreement with the Corporation’s 

accountants on accounting and financial disclosures. 
 

3. The Corporation’s Audit Committee makes recommendation on the appointment, 
reappointment or replacement of external auditor to the Board.  It is charge with 
the evaluation the audit work engagements, its scope, fees and terms for approval 
of the Board of Directors. The Audit Committee also reviews non-audit services 
and taxation advice by the external auditor.  At the conclusion of the annual 
audit, it discusses with Management and the external auditor significant reporting 
issues. Lastly, the Audit Committee reviews external audit findings in respect of 
any significant deficiencies or weaknesses in controls and ensure that 
Management responds appropriately with timely corrective actions, including 
audit adjusting entries noted or proposed but passed as immaterial or otherwise. 
 
 

PART IV – MANAGEMENT and CERTAIN SECURITY HOLDERS 
 
A. Directors and Executive Officers of the Issuer 
 

(1)   The following are the names, citizenship, educational attainment, positions, 
offices and business experiences of all incumbent Directors and Executive 
Officers of the Corporation: 

 
________________________________________________________________________ 
 

NAMES/ BUSINESS EXPERIENCES /CITIZENSHIP/ EDUCATIONAL 
ATTAINMENT 

 
 
DAVID M. CONSUNJI, 85, Filipino, is a Director and Chairman of the Board of the 
Corporation. He is a graduate of B.S. Civil Engineering at the University of the Philippines. He is 
currently the Chairman of the Board of D.M. Consunji, Inc.,Dacon Corporation and DMCI 
Holdings, Inc. He is also a director of Atlantic Gulf & Pacific Co., Inc. He was the former 
Secretary of the Department of Public Works, Transportation and Communications from August 
23, 1971 to 1975, President of the Philippine Contractors Association, President of International 
Federation of Asian & Western Pacific Contractors’ Association, President of Philippine Institute 
of Civil Engineers, Vice-President of the Confederation of International Contractors’ Association. 
He also served as the Chairman of the Contractors Association, the Philippine Domestic 
Construction Board, the Philippine Overseas Construction Board, and the U.P Engineering 
Research and Development Foundation, Inc.   
 
ISIDRO A. CONSUNJI, 58, Filipino, is a Director, Vice-Chairman and Chief Executive Officer 
of the Corporation. He is a graduate of B.S. Civil Engineering at the University of the Philippines. 
He is currently the President of DMCI Holdings, Inc. He is the director of Dacon Corporation, 
M&S Company Inc., DMC-Urban Property Developers, Inc., Crown Equities, Inc., Beta Electric 
Corporation, and Universal Rightfield Property Holdings, Inc.  He is also director of the 
Maynilad Water Services, Inc, DMCI-MPIC Water Company, Inc., and DMCI Power 
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Corporation.   He was the former President of the Philippine Constructors Association and 
Philippine Chamber of Coal Mines, Inc. 
 
VICTOR A. CONSUNJI, 56, Filipino, is a Director and the President. He is a graduate of A.B. 
Political Science at the Ateneo de Davao. He is also a director of D.M. Consunji, Inc., M & S 
Company, Inc., Dacon Corporation, Sodaco Agricultural Corporation, DMC Urban Property 
Developers, Inc., Ecoland Properties, Inc. and DMCI Power Corporation.  He is also the President 
of Sirawai Plywood & Lumber, 
________________________________________________________________________ 
HERBERT M. CONSUNJI, 54, Filipino, is a Director and the Treasurer of the Corporation. He 
is a graduate of B.S Commerce, Major in Accounting at the De La Salle University. He is 
currently the Chief Financial Officer/Director of DMCI Holdings, Inc.; Chairman of Subic Water 
& Sewerage Corporation; Director of DMCI Project Developers, Inc.; President/Director of 
Village Parks, Inc.; Partner in H.F Consunji & Associates; and Comptroller of DM Consunji, Inc. 
He is also director of Maynilad Water Services, Inc., DMCI-MPIC Water Company, Inc. and 
DMCI Power Corporation. He is a member of the Philippine Institute of Certified Public 
Accountants, Manila Southwoods Golf & Country Club, Villamor Golf & Country Club, Subic 
Bay Yacht Club, and Nomad Sports Club.  
 
________________________________________________________________________ 
JORGE A. CONSUNJI, 55, Filipino, is a Director. He is a graduate of B.S Industrial 
Management Engineering at the De La Salle University. He is currently the President/COO of 
D.M. Consunji, Inc. and Director of DMCI Holdings, Inc., Dacon Corporation, DMCI Project 
Developers, Inc., Cotabato Timberland Co., Inc., M&S Company, Inc., Sodaco Agricultural 
Corporation..  He is also the President of Royal Star Aviation, Inc. He is also a director of Eco-
Process & Equipment Phils. Inc., Maynilad Water Services, Inc., DMCI-MPIC Water Company 
Inc. and DMCI Power Corporation  He was the former Chairman of the Board of Contech Panel 
Mfg., Inc., and of Wire Rope Corp. of the Philippines.  He was the former President of ACEL and 
Former First Vice-President of Phil. Constructors Association. He is a member of Baguio 
Country Club, Manila Golf Club, Metropolitan Club, Inc., and Wack Wack Golf & Country Club.  
 
CESAR A. BUENAVENTURA, 77, Filipino, is a Director of the Corporation. He is a graduate 
of B.S. Civil Engineering at the University of the Philippines. He finished his M.S. Civil 
Engineering as Fulbright Scholar at the Lehigh University, Pennsylvania. He is currently the 
President of Atlantic Gulf & Pacific Company of Manila (AG&P) and Vice-Chairman of DMCI 
Holdings, Inc. He is a director of Montecito Properties, Inc. He is also a director of Pilipinas Shell 
Petroleum Corporation, Philippine American Life Insurance Company, PetroEnergy Resources 
Corporation, Paysetter Holdings Limited and Paysetter International, Inc. He is the founding 
Chairman of Pilipinas Shell Foundation, Inc.; President of the Benigno S. Aquino Foundation; 
and Member, Board of Trustees, Asian Institute of Management. He was the Chief Executive 
Officer of Shell Group of Companies in 1975 and appointed member of the Monetary Board of 
the central Bank of the Philippines. He was also a member of the Board of Directors of the 
Philippine International Convention Center in 1981, Regents of the University of the Philippines 
and a Senior Adviser of Jardine Davies. He was a director of the Philippine National Bank, Asian 
Bank, AB Capital Investment Corporation, Ayala Corporation, Benguet Corporation, First 
Philippine Holdings Corporation, Ma. Cristina Chemical Industries and Philippine Airlines, Inc.     
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VICTOR C. MACALINCAG, 71, Filipino, is an Independent Director of the Corporation. He is 
a holder of a Bachelor of Business Administration (BBA) degree from the University of the East 
and a Certified Public Accountant (CPA). He completed his academic requirements for a 
Masteral Degree in Economics and is a fellow of the Economic Development Institute of the 
World Bank.  He is presently the Chairman of AZ Development Managers, Inc.  He is an 
Independent Director of Crown Equities, Inc. and Merchants’ Bank. He is a consultant of First 
Metro Securities Brokerage Corporation. . He was formerly the Undersecretary of Finance from 
1986 to 1991, Deputy Minister of Finance from 1981 to 1986, Treasurer of the Philippines from 
1983 to 1987, President of Trade & Investment Development Corporation of the Philippines 
(TIDCORP) from 1991 to 2001. He was also a director of the Home Guarantee Corporation from 
1979 to 2001, the Philippine Overseas Construction Board from 1991 to 2001, the Philippine 
Long Distance Telephone Company from 1988 to 1995, the National Power Corporation from 
1978 to 1986 and the Regent of Manila Hotel from 1984 to 1986.  He was also a director of 
Philippine Aerotransport, Inc., Paper Industries Corporation of the Philippines, Lumang Bayan 
Realty Corporation and Manila Midtown Development Corporation. 
 
GEORGE G. SAN PEDRO, 67, Filipino, is a Director, Vice-President for Operation and 
Resident Manager of the Corporation. He is a graduate of B.S. Civil Engineering at the University 
of the Philippines. He used to work for DM Consunji, Inc., Dacon Wood Based Companies, 
DMC-CERI, and CONBROS Shipping Corporation.  
 
FEDERICO E. PUNO, 60, Filipino, is an Independent Director of the Corporation. He is a 
graduate of B.S. Civil Engineering at the University of the Philippines. He took up his M.S. 
Industrial Administration at the Camegie Mellon University, Pittsburgh, U.S.A. He is currently 
the President/CEO of San Roque Power Corporation. He is also the Director of Forum Pacific, 
Inc., Independent Director of Republic Glass Holdings, Corp. and Director of Pampanga Sugar 
Dev. Corp. He is also a Director of the Manila Electric Company. He was the President of Anchor 
Steel Industries; President of National Power Corporation; President of Asahi Glass Corp.; 
President of Republic Glass Holdings, Corp.; Head of the Chief Financial and Management 
Services of the Ministry of Energy; Assistant Treasurer of the Bureau of Treasury and (Ministry 
of Finance); Vice-President-Finance of the Phil. National Oil Company; and Vice-President- 
Finance/Senior Vice-President-Finance and Administration of the National Power Corp. 

MA. CRISTINA C. GOTIANUN, 52, Filipino, is a Director.  She is a graduate of B.S. Business 
Economics at the University of the Philippines.  She majored in Spanish at the Instituto de 
Cultura Hispanica in Madrid, Spain.  She is currently a Director and Corporate Secretary of 
Dacon Corporation and Vice-President for Finance & Administration/CFO of D.M. Consunji, 
Inc.  She is also the Finance Director of DMC-Project Developers, Inc.   
________________________________________________________________________ 
GEORGE B. BAQUIRAN, 61, Filipino, is the Vice-President for Special Projects and has held 
said position for the past five years.  He is a graduate of B.S. Geology and also a holder of a 
Masters Decree in Geology at the University of the Philippines. He has held the position of Vice-
President held the position of Vice-President for Energy Exploration from June 1979 to January 
1982; AVP, Exploration from April 1979 to June 1979; Manager, Exploration from February 
1977 to March 1979 in Vulcan Industries and MiningCorporation. . 
________________________________________________________________________  
NESTOR D. DADIVAS, 54, Filipino, is the Chief Finance Officer.  He is a graduate of B.S. in 
Commerce at the University of San Agustin, Iloilo City, Summa cum Laude, majoring all major 
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subjects: Accounting, Banking and Finance and Business. He is also a holder of a Masters Degree 
in Business Management at the Asian Institute of Management, Majored in Finance. He was the 
CFO of A. Soriano Group of Companies from 1982 to December 1991.  He was also Vice-
President for Finance of Phelps Dodge Philippines, Inc. and a member of its Executive 
Committee.  He was Head of Corporate Planning for the Elizalde and Company in 1976. 
 
JAIME B. GARCIA, 51 years old, Filipino, is the Vice-President for Management 
Procurement/Materials Management of the Corporation.  He is a graduate of B.S. Management 
and Industrial Engineering at Mapua Institute of Technology. He took also his Masters in 
Business Administration at De La Salle University in 1994 and Masters in Business Economic at 
the University of Asia & the Pacific in 1998.  He is currently holding the position of: (a) Director 
of Royal Star Aviation, Inc., (b) Senior Manager-Purchasing of M&S Company, Inc. and (c) 
DMC Construction Equipment Resources, Inc.  He is an Industrial Engineer by profession. 
_______________________________________________________________________  
 
JOHN R. SADULLO, 36, Filipino, is the Corporate Secretary.  He is a graduate of A.B. Major 
in Political Science at the University of the Santo Tomas.  He is a holder of a Bachelor of Laws 
Degree at the San Beda College of Law.  He took the bar exams in 1996 and was admitted in 
1997. He has held the positions of Corporate Secretary and Director of Universal Rightfield 
Property Holdings, Inc., its subsidiaries and affiliates.  He also holds position as Legal Counsel 
and Corporate Information Officer of Semirara Mining Corporation. 
________________________________________________________________________ 
  
 The nominees for election or re-election of the directors have been indicated in the 
Company’s Definitive Information Statement (SEC Form 20-IS) set to stockholders of record.  
The officers of the corporation will be known in the organizational meeting of the Board of 
Directors which will follow immediately after the annual stockholders’ meeting. 
 
 Term of Office. The term of office of the Directors and Executive Officers is one 
(1) year from their election. All Directors will have served for a period of approximately twelve 
(12) months by May 7, 2007. 
 
 Independent Directors. DMCI Holdings, Inc. shall nominate and elect at least 
two (2) Directors in the Board of Directors Registrant pursuant to Section 38 of the Securities 
Regulation Code. 
 

Other Directorship Held in Reporting Companies: 
 

 David  M. Consunji  - Chairman of the Board of Directors of  
        DMCI Holdings, Inc. 
 
 Cesar A. Buenaventura - Vice-Chairman of the Board of Directors of  
        DMCI Holdings, Inc. 
     - PetroEnergy Resources Corporation 
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 Isidro A. Consunji  - President and Chief Executive Officer,  
          DMCI Holdings,   Inc.  

 - Chairman of the Board of Directors of  
  Universal Rightfield Property Holdings, Inc. 

     - Director, Crown Equities, Inc. 
 
 Jorge A. Consunji  -Director, DMCI Holdings, Inc. 
 
 Victor A. Consunji  - Director, DMCI Holdings, Inc. 
 
 Herbert M. Consunji  -Director, DMCI Holdings, Inc. 
 
 Ma. Cristina C. Gotianun -Director, DMCI Holdings, Inc. 

 
 Federico E. Puno  -Director, Manila Electric Company 
     -Independent Director, Republic Glass Holdings,  
      Inc. 
     -Director, Forum Pacific Inc. 
 
 Victor C. Macalincag  -Independent Director, Crown Equities, Inc. 
      -Independent Director, Merchant’s Bank 
 

 
(2)      The following are the Significant Employees/Executive Officers of the Issuer 

________________________________________________________________________ 
  NAMES         Citizenship           Position  ______Age__ 
 David M. Consunji  Filipino Chairman   84 

Isidro A. Consunji  Filipino Vice-Chairman/CEO  57 
Victor A. Consunji  Filipino COO/President   55 
Herbert M. Consunji  Filipino Treasurer   53 
George G. San Pedro  Filipino Resident Manager  66 

 George B. Baquiran  Filipino VP-Special Projects  61 
 Nestor D. Dadivas  Filipino Chief Finance Officer  54 
 Jaime B. Garcia   Filipino Vice President   51 
 John R. Sadullo   Filipino Corporate Secretary  36 

 
 
(3)     Family Relationship 

 
The family relationship up to the fourth civil degree either by consanguinity or affinity 

among directors or executive officers is as stated below. 
 
Mr. David M. Consunji is the father of Messrs. Isidro A. Consunji, Victor A. Consunji, 

Jorge A. Consunji and Ma. Cristina C. Gotianun.  Mr. Herbert M. Consunji is a nephew of Mr. 
David M. Consunji and cousin of Messrs. Isidro A. Consunji, Victor A. Consunji Jorge A. 
Consunji and Ma. Cristina C. Gotianun. 
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(4)    Involvement in Certain Legal Proceedings 
 

None of the directors and officers was involved in the past five years in any bankruptcy 
proceeding.  Neither have they been convicted by final judgment in any criminal proceeding, nor 
been subject to any order, judgment or decree of competent jurisdiction, permanently enjoining, 
barring, suspending, or otherwise limiting their involvement in any type of business, securities, 
commodities or banking activities, nor found in action by any court or administrative body to 
have violated a securities or commodities law. 
 

Except for the following, none of the directors and executive officers of the Company is 
subject to any pending criminal cases: 

 
 A complaint for violation of Article 315 (2) (a) of the Revised Penal Code 
(“RPC”), as qualified by Presidential Decree (“PD”) No. 1689 was filed in the Regional 
Trial Court of Quezon City, Branch 85 against certain directors and officers of Universal 
Leisure Corporation (“ULC”), including Mr. Isidro Consunji as incumbent Chairman of 
ULC and its parent corporation, Universal Rightfield Property Holdings, Inc. (“URPHI”). 
Complainants claim to have been induced to buy ULC shares of stock on the 
representation that ULC shall develop a project known as “a network of 5 world clubs”. 
The resolution of this case was delayed due to the retirement of the incumbent judge. 
Recently, however the criminal complaint was dismissed for lack of probable cause by 
the new presiding judge, after the Public Prosecutor withdrew the information.   The 
private complaint filed a Notice of Appeal to the Court of Appeals.  Last February 22, 
2007, the presiding judge of RTC Branch 85 junked the Notice of Appeal and ordered it 
to be stricken from the records and declared its order dismissing the complaint final and 
executory.  The Notice of Appeal filed by private complaint has not been authorized by 
the public prosecutor.   
 

Another complaint alleging substantially the same facts above is also pending 
preliminary investigation with the Department of Justice against the directors and officers 
of ULC including Mr. Consunji as incumbent Chairman and Mr. Cesar Buenaventura as 
former Director of ULC.  The same is still pending resolution with the Department of 
Justice.  

 
Lastly, as an offshoot of a pending labor case, a criminal complaint was filed 

against Mr. Jorge A. Consunji for the latter’s alleged failure to release the salary and 
allowances of one Norberto Galang, a former employee of Atlantic Gulf & Pacific of 
Manila (AG&P) in violation of 116 of the Labor Code as amended.  The criminal 
complaint was dismissed by the Department of Justice. Currently, there is a pending 
petition for review filed by the private complainant before the Court of Appeals 
questioning the dismissal of the complaint by the Department of Justice.  
 
 

B. EXECUTIVE COMPENSATION 
 

All executive officers of the Corporation are elected or appointed by the Board of 
Directors and serve for one year and until their successors are duly elected and qualified.  Set 
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forth below are the names of the CEO and four (4) most highly compensated officers of the 
Corporation: 

 
Name and Principal 

Position 
Years Salary Bonus Other Annual 

Compensation 
 

Isidro  A. Consunji 
Vice-Chairman & CEO  

    

Victor A. Consunji 
President and COO 

    

Nestor D. Dadivas 
Chief Finance Officer 

    

 Jaime G. Garcia 
VP-Procurement and 
Materials Management 

    

George G. San Pedro 
Vice President & 
Resident Manager 

    

 2005 P7,107,317.00*  P2,239,278.00*
    2006 7,161,942.20*  P1,848,433.03*
 2007   8,621,076.00**     P2,048,933.00** 
 TOTAL:      P 22,890,335.2 -  0  - P6,136,644.03 

2005 P1,070,000.00*  P444,000.00*  
2006 3,157,241.00*        P760,000.00*

All  others officers and 
directors as a group 
unnamed 2007  3,514,000.00**  P1,000,000.00**

 TOTAL:  P7,741,241.00 -  0  -      P2,204,000.00 
 

    * Actual amounts 
 **Approximate amounts 
 

The amount reflected as compensation of the named executive officers represents salary 
approved by the Corporation’s Board of Directors.  The amounts indicated in relation thereto are 
restated to conform to the new accounting standards. 
 
 Board of Directors’ compensation is on a per diem basis in the amount of Php 10,000.00.  
Said compensation is dependent on the number of meetings held on said year. There are no other 
arrangements such as consulting contracts. 
 
 There is no contract covering their employment with the Corporation and they hold office 
by virtue of their election to office.  The Corporation has no agreements with its named executive 
officers regarding any bonus, profit sharing, except for benefits for which they may be entitled 
under the Corporation’s pension plan.   
 
 There are no warrants and options outstanding held by the registrant’s CEO. 
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C. Security Ownership of Certain Beneficial Owners and Management 
 

1. Security Ownership of Certain Record and Beneficial Owners 
 
 The following table sets forth as of December 31, 2006, the record or beneficial 
owners of more than 5% of the outstanding common shares of the Corporation and the 
amount of such record or beneficial ownership. 

 
Title of 
Class 

Name, Address of 
record owner and 
relationship with 

Issuer 

Name of 
Beneficial Owner 
and Relationship 

with Record 
Owner 

Citizenship Amount/ 
Nature of 
Record/ 

Beneficial 
Ownership 

Percent 
of Class 

 
 

Common DMCI Holdings, 
Inc. 
3/F DACON 
Building, 2281 
Pasong Tamo 
Extension, Makati 
City, 
Stockholder of 
record 

(1)    PCD Nominee 
Corporation, 
stockholder of  
906,610,775 shares 
or 40.19% 
(2)Dacon 
Corporation, 
stockholder of 
620,359,329 shares 
or 27.50% 

Filipino 161,855,660  
(R) 

58.31% 
 

Common PCD Nominee 
Corp (NF), 
stockholder of 
record 

Hongkong and 
Shangkai Banking 
Corp. Ltd. holds 
66,338,617 shares 
or 23.89% 

Other Alien 62,795,097 22.62% 

Common  PCD Nominee 
Corp., stockholder 
of record 

N/A Filipino 40,419,967 14.56% 

 
 
2. Security Ownership Management 
 

The table sets forth as of December 31, 2006 the beneficial stock ownership of 
each Director of the Corporation and all Officers and Directors as a group. 

 
Title of 

class 
Name of beneficial owner Amount and 

nature of 
beneficial 
ownership 

Citizenship Percentage 

Common David M. Consunji 10 Filipino 0.0% 
Common Isidro A. Consunji 10 Filipino 0.0% 
Common Cesar A. Buenaventura 30,01010 Filipino 0.01% 
Common Victor A. Consunji 119,21011 Filipino 0.04% 

                                                           
10 30,000 shares under PCD Nominee Corporation 
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Common Jorge A. Consunji 10 Filipino 0.0% 
Common Herbert M. Consunji 10 Filipino 0.0% 
Common Victor C. Macalincag 10 Filipino 0.0% 
Common George G. San Pedro 30 Filipino 0.0% 
Common Federico Escaler Puno 10 Filipino 0.0% 
Common Ma. Cristina C. Gotianun 100 Filipino 0.0% 
Common  Jaime B. Garcia 40,030 Filipino 0.01% 
Aggregate Ownership of all directors and 
officers as a group 

189,440 Filipino 0.06% 

 
The percentages of ownership of the above officers and directors are very minimal. 

 
 There are no arrangements, which may result in a change in control of the registrant. 
  
 
D. Certain Relationship and Related Transactions 
 

There has been no transaction or proposal for the last two (2) years, to which the 
Registrant was or is party, in which any of the directors, executive officers or nominees for 
director has direct or indirect material interest. 

 
 

PART IV – DISCUSSION ON COMPLIANCE WITH LEADING 
PRACTICE ON CORPORATE GOVERNANCE 

 
 The Corporation is committed to the principles and leading practices of good corporate 
governance that will promote a compliance culture of accountability and transparency, provide 
effective oversight of the Company’s business, and ensure long-term shareholder value.   
 
 The Corporation annually conducts an assessment and review of its corporate governance 
performance through a self-rating and evaluation system. It remains committed to promoting a 
culture of compliance, transparency and accountability to ensure long-term shareholder value. 
   
 The Board of Directors and Management commit to meet or exceed the regulatory 
governance requirements and are guided by the Company’s Amended Manual on Corporate 
Governance, along with the Charters of the Board Committees and Codes of Conduct of Directors 
and Employees. The Corporation has set up all committees set forth under the Manual of 
Corporate Governance. These committees have been meeting as required under the Manual of 
Corporate Governance. To date, there has been no deviation from the company’s Manual on 
Corporate Governance. 
 
 The Board’s Audit Committee also conducts a self-assessment and review of its own 
performance annually. Moreover, the Committee obtains feedback from Executive Management 
to improve its Committee performance.  
 

                                                                                                                                                                             
11 119, 200 shares under PCD Nominee Corporation 
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 The Board’s good governance Committees shall annually review and reassess the 
adequacy of the Committee Charters, and recommend any proposed changes to the Board for 
approval. 
 
 There is no immediate plan to revise the Corporation’s Manual on Corporate 
Governance. The improvement of Corporation’s Manual on Corporate Governance is an ongoing 
process and specific action to be taken thereon shall depend on the results of the evaluation 
process. 

 
PART V – EXHIBITS AND SCHEDULES 

 
A. Exhibits and reports on SEC Form 17-C 

 
Exhibits 
 

Furnished with this report are the Company’s Audited Financial Statements for 
the recently completed fiscal year.  These financial statements are reports from the 
Corporation’s Independent Public Accountant, SGV& Co. 

 
Reports on SEC Form 17-C 
 

There are SEC Forms 17-C filed during the last six-month period covered by this 
report, to wit: 

 
1. March 26, 2007, Meeting of the Board of Directors as Annex A-1;  
2. March 7, 2007, BIR Ruling No. 006-2007 Exemption of Coal Sales from 

VAT as Annex A-2; 
3. February 26, 2007, Filing of Complaint against the Municipality of Calaca, 

Batangas as Annex A-3; 
4. February 20, 2007, Nomination and Election Committee Meeting as Annex 

A-4; 
5. February 15, 2007, Meeting of the Board of Directors as Annex A-5; 
6. February 9, 2007, Financial Condition of the Corporation, Annex A-6; 
7. January 26, 2007, Semirara Mining Corporation vs. Hon. Adoracion G. 

Angeles, et. al., CA G.R. No. 92238 as Annex A-7; 
8. January 11, 2007, Certification on Compliance with Manual on Corporate 

Governance as Annex A-8; 
9. January 9, 2007, Semirara Mining Corporation vs. HGL Development 

Corporation, SC G.R. No. 16658 as Annex A-9; 
10. December 27, 2006, Certification of Independent Directors as Annex A-10; 
11. December 18, 2006, Certification on Board Attendance for 2006 as Annex 

A-11; and 
12. October 25, 2006, Resignation of Mr. Arthur N. Aguilar as  director as 

Annex-12. 
 
 (d) Supplemental Schedules-B, E, F & I  
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