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Before the annual meeting, a stockholder of the Company may nominate individuals to be independent directors, taking into
account the following guidelines:

A.

“Independent director” means a person who, apart from his fees and shareholdings, is independent of management
and free from any business or other relationship which could, or could reasonably be perceived to, materially
interfere with his exercise of independent judgment in carrying out his responsibilities as a director in any
corporation that meets the requirements of Section 17.2 of the Securities Regulation Code and includes, among
others, any person who:

i. is not a director or officer or substantial stockholder of the Company or of its related companies or any of its
substantial shareholders (other than as an independent director of any of the foregoing);

ii. is not a relative of any director, officer or substantial stockholder of the Company, any of its related companies
or any of its substantial stockholders. For this purpose, “relative” includes spouse, parent, child, brother, sister,
and the spouse of such child, brother or sister;

iii. is not acting as a nominee or representative of a substantial stockholder of the Company, any of its related
companies or any of its substantial stockholders;

iv. has not been employed in any executive capacity by the Company, any of its related companies or by any of its
substantial stockholders within the last two (2) years;

v. is not retained as professional adviser by the Company, any of its related companies or any of its substantial
stockholders within the last two (2) years, either personally or through his firm;

vi. has not engaged and does not engage in any transaction with the Company or with any of its related
companies or with any of its substantial stockholders, whether by himself or with other persons or through a
firm of which he is a partner or a company of which he is a director or substantial stockholder, other than
transactions which are conducted at arm’s length and are immaterial or insignificant.

When used in relation to the Company subject to the requirements above:

i. “Related company” means another company which is: (a) its holding company, (b) its subsidiary, or (c) a
subsidiary of its holding company; and

ii. “Substantial shareholder" means any person who is directly or indirectly the beneficial owner of more than ten
percent (10%) of any class of its equity security.

An independent director shall have the following qualifications:

i. He shall have at least one (1) share of stock of the Company;

ii. He shall be at least a college graduate or he shall have been engaged in or exposed to the business of the
Company for at least five (5) years;

iii. He shall possess integrity/probity; and

iv. He shall be assiduous.

An independent director shall be disqualified during his tenure under the following instances or causes:

i. He becomes an officer or employee of the Company, or becomes any of the persons enumerated under item
(A) hereof;

ii.  His beneficial security ownership exceeds ten percent (10%) of the outstanding capital stock of the Company;

iii. He fails, without any justifiable cause, to attend at least fifty percent (50%) of the total number of board
meetings during his incumbency unless such absences are due to grave illness or death of an immediate
family;

iv. Such other disqualifications as the Revised Manual on Corporate Governance may provide.

The Nomination Committee receives nominations for independent directors as may be submitted by the stockholders. After
the deadline for the submission thereof, the Nomination Committee meets to consider the qualifications as well as grounds
for disqualification, if any, of the nominees based on the criteria set forth in the Company’s Revised Manual on Corporate
Governance and Rule 38 of the Securities Regulation Code. All nominations shall be signed by the nominating stockholders
together with the acceptance and conformity by the would-be nominees. The Nomination Committee shall then prepare a
Final List of Candidates enumerating the nominees who passed the screening. The name of the person or group of persons
who recommends nominees as independent directors shall be disclosed along with his or their relationship with such
nominees. Only nominees whose names appear on the Final List of Candidates shall be eligible for election as independent
directors. No other nomination shall be entertained after the Final List of Candidates shall have been prepared. No further
nomination shall be entertained or allowed on the floor during the annual meeting.



The conduct of the election of independent directors shall be in accordance with the provisions of the Company’s Revised
Manual on Corporate Governance and Amended By-Iaws6 consistent with Rule 38 of the Securities Regulation Code.

It shall be the responsibility of the Chairman of the meeting to inform all stockholders in attendance of the mandatory
requirement of electing independent directors. He shall ensure that independent directors are elected during the annual
meeting. Specific slots for independent directors shall not be filled up by unqualified nominees. In case of failure of election
for independent directors, the Chairman of the meeting shall call a separate election during the same meeting to fill up the
vacancy.

(a)(v) Other Significant Employees

The Company has no significant employees other than those already mentioned above.

(a)(vi) Family Relationships

Mr. Andrew L. Gotianun, Sr. is married to Mrs. Mercedes T. Gotianun. They are the parents of Messrs. Andrew T. Gotianun,
Jr., Jonathan T. Gotianun, Michael Edward T. Gotianun, and Mrs. Josephine G. Yap.

(a)(vii) Involvement in Certain Legal Proceedings

The Company is not aware of any legal proceedings where its directors or executive officers have been impleaded in their
capacity as directors or executive officers of the Company.

The Company is not aware of the occurrence of any of the following events within the past five (5) years up to the date of this
information statement: (a) any bankruptcy petition filed by or against any business in which any of its directors or officers
was a general partner or officer either at the time of the bankruptcy or within two (2) years prior to that time; (b) any
conviction by final judgment in a criminal proceeding, domestic or foreign, of, or any criminal proceeding, domestic or foreign,
pending against, any of its directors or officers in his capacity as such director or officer; (c) any order, judgment or decree,
not subsequently reversed, suspended or vacated, of any court of competent jurisdiction, domestic or foreign, permanently
or temporarily enjoining, barring, suspending or otherwise limiting the involvement of any of its directors or officers in any
type of business, securities, commodities or banking activities, and (d) any finding by a domestic or foreign court of
competent jurisdiction (in a civil action), the Securities and Exchange Commission or comparable foreign body, or a domestic
or foreign exchange or electronic marketplace or self regulatory organization that any of its directors or officers has violated a
securities or commodities law, and the judgment has not been reversed, suspended or vacated, which occurred during the
past five years.

(a)(viii) Resignation of Director

Mrs. Mercedes T. Gotianun, a member of the Board of Directors, voluntarily resigned effective on February 16, 2011 not due
to any disagreement with the Company relative to its operations, policies or practices. He was replaced by Mr. Jesus N.
Alcordo on February 16, 2011.

Item 6. Compensation of Directors and Executive Officers

@) Summary Compensation Table

@ (b) (©) (d) (e)
Name and Principal Position Year Salary (P) Bonus (P) Other Annual TOTAL
Compensation

Jonathan T. Gotianun
Chairman

Josephine G. Yap
President and Director
Mercedes T. Gotianun
Director’/ Senior Adviser
Nelson M. Bona
SVP-Treasurer

® The Commission approved the amendment of the Company’s By-Laws on May 14, 2010.
” Resigned as member of the Board of Directors effective on 16 February 2011. She was appointed Senior Adviser to the Board on 16 February 2011.



Michael Edward T. Gotianun
Vice-President

All officers and directors as a group 2011-Est.  53.1 Million  10.2 Million - 63.3 Million
unnamed 2010 50.6 Million 9.8 Million - 60.4 Million
2009 45.4 Million  11.8 Million - 57.2 Million

(a)(iiy Compensation as Directors

Except for a per diem of R25,000.00 being paid to each director for every meeting attended, there are no other
arrangements for the payment of compensation or remuneration to the directors in their capacity as such.

(a)(iii) No Action to be Taken on Bonus, Profit Sharing, Warrants, Etc.

There is no action to be taken at the annual meeting of the stockholders on May 27, 2011 with respect to any bonus, profit
sharing or other compensation plan, contract or arrangement, and pension or retirement plan, in which any director, nominee
for election as a director, or executive officer of the Company will participate. Neither is there any proposed grant or
extension to any such person of any option, warrant or right to purchase any securities of the Company.

Item 7. Independent Public Accountants

The auditing firm of Sycip, Gorres, Velayo & Co. (“SGV & Co.") is the current independent auditor of the Company. The
Company has not had any disagreement with SGV & Co. on any matter of accounting principles or practices, financial
statement disclosure, or auditing scope or procedure. The Company, in compliance with SRC Rule 68(3)(b)(iv) relative to
the five-year rotation requirement of its external auditors, had a new engagement partner, Cyril B. Valencia, starting 2008.
The representatives of SGV & Co. are expected to be present at the annual meeting where they will have the opportunity to
make a statement if they desire to do so. They are expected to be available to respond to appropriate questions at the
meeting.

The Audit Committee of the Company has recommended the re-appointment of SGV & Co. as external auditor of the
Company for the year 2011.

Item 8. Compensation Plan

There is no action to be taken at the annual stockholders’ meeting with respect to any plan pursuant to which cash or non-
cash compensation may be paid or distributed.

C. ISSUANCE AND EXCHANGE OF SECURITIES

Item 9. Authorization or Issuance of Securities other than for Exchange

Stock dividend declaration

On April 11, 2011, the Board of Directors approved the declaration of 1.75 billion common shares stock dividend, with a par
value of 21.00 per share or an aggregate par value of 21.75 billion, out of the unrestricted retained earnings of the Company
as of December 31, 2010. The stock dividend, which is equivalent to 23.32% of the issued and outstanding shares of the
Company, shall be issued out of the R7.0 billion increase in the authorized capital stock of the Company from R10.0 billion to
£17.0 billion (approved by the Board of Directors on October 15, 2010 and by the stockholders on November 25, 2010),
which shall be submitted to the Commission for approval. The 23.32% stock dividend will constitute the minimum
subscription and paid-in capital requirement to the aforesaid R7 billion increase in the authorized capital stock of the
Company.

Pursuant to the provisions of the Corporation Code, the aforementioned stock dividend declaration shall be submitted for
stockholders’ approval during their annual meeting on May 27, 2011.

Item 10. Modification or Exchange of Securities
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There are no matters or actions to be taken up in the meeting with respect to the modification of the Company’s securities or
the issuance of authorization for issuance of one class of the Company’s securities in exchange for outstanding securities of
another class.

Item 11. Financial and Other Information

The Company’'s audited financial statements as of December 31, 2010 and the Management’s Discussion and Analysis,
including information on market price of shares and dividends and other data related to the Company, are attached hereto as
Annexes “A” and “B”, respectively.

D. OTHER MATTERS
Item 12. Action with Respect to Reports

The Company’s audited financial statements for the year 2010 and the minutes of the special meeting of the stockholders
held on November 25, 2010 will be submitted to the stockholders for approval.

Item 13. Action to be Taken on Matters Not Required to be Submitted

There is no action to be taken at the annual stockholders’ meeting with respect to any matter which is not required to be
submitted to a vote of the stockholders.

Item 14. Amendment of Articles of Incorporation and By-Laws Required to be Submitted

On April 14, 2011, the Board of Directors approved the amendment of the Second Article of the Company’s Articles of
Incorporation to include in the Primary Purpose the authority of the Company to invest in corporations, associations,
partnerships, entities or persons or governmental, municipal or public businesses, domestic or foreign, engaged in utilities,
power, energy, transportation on land, air and sea and infrastructure businesses. Pursuant to the provisions of the
Corporation Code, the said amendment shall be submitted for stockholders’ approval during their annual meeting on May 27,
2011.

Other than the foregoing, there is no action to be taken at the annual stockholders’ meeting with respect to any amendment
of the Company’s Atrticles of Incorporation or By-Laws.

Item 15. Other Proposed Actions
The following are the other matters to be taken up during the annual stockholders’ meeting:

(@)  Approval of the Minutes of the Special Stockholders’ Meeting held on November 25, 2010;
(b)  Presentation of the President’s report and the Company’s Audited Financial Statements for the Year 2010; and
(c)  General ratification of corporate acts since the last annual meeting of stockholders.

The above items are part of the agenda of the annual stockholders' meeting of the Company to be held on May 27, 2011. As
above-stated, the minutes refers to the record of the proceedings held during the special stockholder's meeting on
November 25, 2010. The President’s report discusses the operational highlights of the Company since the last annual
stockholders’ meeting. The audited financial statements refer to the balance sheet, income statement, statement of cash
flows, of the Company for the year ended 2010. The general ratification of the acts of the Board of Directors and the
management since the last annual meeting refers to the approval by the stockholders of all actions and matters taken up and
approved by the Board of Directors and the management relating to the Company's operations, including the election to the
Board of Directors of Mr. Jesus N. Alcordo to serve the remaining term of Mrs. Mercedes T. Gotianun who resigned from the
Board of Directors effective February 16, 2011.

Item 16. Voting Procedures

(@ Vote required for approval. The approval of the minutes of the special stockholders’ meeting held on November 25,
2010 and the audited financial statements for the year ended 2010, the ratification of corporate acts, and the appointment of
external auditors for 2011, shall be decided by the majority vote of the stockholders present in person or by proxy and
entitled to vote thereat, a quorum being present. On the other hand, the affirmative vote of stockholders representing at
least two-thirds of the outstanding common stock of the Company is required for the approval of the stock dividend
declaration and the amendment of the articles of incorporation of the Company.

The voting procedure shall be as follows:
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The chairperson announces that the particular item is subject to motion for approval by the stockholders.

A stockholder moves for the approval of the item.

Anather stockholder seconds the motion.

The chairperson of the meeting states that the motion is carried in case no objection on the floor is raised.

Should there be an objection, the approval or denial of the motion shall be decided by the required vote of stockholders
as stated above, a quorum being present.

o LR

In the election of the members of the Board of Directors, the candidates garnering the seven {7) highest number of votes
shall be declarad elected as directors of the Company to serve as such for the year 201 1-2012.

{b) Method by which vates will be counted. The vote on any item for consideration need not be by ballot, unless
demanded by a stockhalder or his proxy. On a vole by ballot, each ballot shall be signed by the stockholder voling, or in his
name by his proxy if there be such proxy, and shall state the number of shares voted by the stockhalder or proxy concerned.
The ballots shall then be counted by the Corparate Secretary with the assistance of representatives of the external auditor,
The results of the voting shall be announced after the counting.

UNDERTAKING: The Company will provide without charge its Annual Report on SEC Form 17-A to its stockholders
upon receipt of written request addressed to: The Office of the Corporate Secretary, No. 173 P. Gomez St., San Juan
City, Metro Manila.

PART Il
SIGNATURE

After reasonable inquiry and to the best of my knowledge and belief, | certify that the infarmation set forth in this statement is
true, complete and correct in all material respects. This report is signed in San Juan City on April 15, 2011.

FILINVEST DEVELOPMENT CORPORATION

By,

7224

RIAN V. BANCORO
Asst, Carporate Secretary
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Filinvest Development Corporation

April 14, 2011

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of FILINVEST DEVELOPMENT CORPORATION s responsible for all
infarmation and representations contoined in the financial statements as of and for the
vear ended December 31, 2010. The financial statements have been prepared in
accordance with Philippine Financial Reporting Standards and reflect amounts that are
based on ithe best estimates and informed judgment of management with appropriate
consideration to materiality.

In this regard, management maintains a system of accounting and reporting which
provides for the necessary infernal controls to ensure that transactions are properly
authorized and recorded, assets are safeguarded against unauthorized use or disposition
and liabilities are recognized. The management likewise discloses fo the company's
audit committee and to its external auditor: (i) all significant deficiencies in the design or
operation of internal controls that could adversely affect its akility to record, process and
report financial data; (i) material weaknesses in the internal controls; and (i) any fraud
that involves management or other employess who exercise significant roles in internal
confrols,

The Board of Directors reviews the Financial Statements before such statements are
approved and submitted to the stockholders of the company.

svcip, Gorres, Velayo & Co., the independent auditors appoinied by the stockholders,
have examined the financial statements of the Company in accordance with Philippine
Standards on Audifing and have expressed their opinion on fthe fairness of the
presentation upon completion of such examination, in ifs report to the Board of Directors
and stockholders,
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Chief Financial Officer

173 P. Gomez Street, San Juan M.M. Tel, Mos. 7T27-0431 t0 39 Fax. Mo, 725-6321




SUBSCRIBED AND SWORN to before me this IAPR 1 4 2043 , affiants exhibiting to
me their Community Tax Cerfificate, as follows:

Names

Jonathan T. Gotianun
Lourdes Josephine G, Yap
Melson M, Bong

Doc No. _ 4k

Page No. _4€

Book No, __[A
0

Seriesof __ % ['

CTC No. Date of Issue Place of Issue
23266412 2017/2011 San Juan City
23246614 201772011 San Juan City
30795237 11972011 San Juan City

LYELIO L. SALCEDO
NOTARY PUBLIC

~0OT. COM. MO, 52- 201C

UNTIL DECEMBER 31 2012
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Fax: (632) 819 0872
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BOA/PRC Reg. No. 0001
SEC Accreditation No. 0012-FR-2

INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Filinvest Development Corporation

173 P. Gomez Street

San Juan, Metro Manila

We have audited the accompanying consolidated financial statements of Filinvest Development
Corporation and its subsidiaries, which comprise the consolidated statements of financial position as at
December 31, 2010 and 2009 and January 1, 2009, and the consolidated statements of income,
statements of comprehensive income, statements of changes in equity and statements of cash flows for
each of the three years in the period ended December 31, 2010, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained are sufficient and appropriate to provide a basis
for our audit opinion.

A member firm of Ernst & Young Global Limited




Slf ERNST & YOUNG

HH‘HHHH | li I T SGV&Co

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Filinvest Development Corporation and its subsidiaries as at December 31, 2010
and 2009 and January 1, 2009, and their financial performance and their cash flows for each of the
three years in the period ended December 31, 2010 in accordance with Philippine Financial Reporting
Standards.

SYCIP GORRES VELAYO & CO.

( w B Unloreen,
il Yasmin B. Valencia

Partner

CPA Certificate No. 90787

SEC Accreditation No. 0782-A

Tax Identification No. 162-410-623

BIR Accreditation No. 08-001998-74-2009,
June 1, 2009, Valid until May 31, 2012

PTR No. 2641572, January 3, 2011, Makati City

April 14, 2011



FILINVEST DEVELOPMENT CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Amounts in Thousands of Pesos)

December 31 January 1
2009 2009
As reclassified  As reclassified
2010 (see Note 2) (see Note 2)
ASSETS
Cash and cash equivalents (Notes 4, 5, 13, 35 and 36) £18,510,036 £22,424,831 13,605,819
Loans and receivables - net

Financial and banking services (Notes 3, 6, 35 and 36) 39,444,873 32,833,157 21,490,310

Real estate operations (Notes 3, 7, 14, 23, 35 and 36) 10,899,787 10,505,960 11,203,940

Sugar operations (Notes 3, 8, 35 and 36) 117,084 313,076 308,548

Hotel operations (Notes 3, 9, 35 and 36) 14,353 - -
Financial assets at fair value through profit or loss

(Notes 12, 35 and 36) 4,598,479 1,487,102 453,403
Available-for-sale financial assets - net (Notes 3, 12,

35 and 36) 16,512,361 15,945,178 5,166,361
Held-to-maturity investments (Notes 3, 12, 35 and 36) - — 5,733,315
Subdivision lots, condominium and residential

units for sale (Notes 3, 10 and 14) 18,388,109 13,802,403 10,720,818
Sugar and molasses inventories (Notes 3 and 11) 160,982 296,765 287,817
Land and land development (Notes 3, 13 and 21) 20,243,153 19,904,313 18,328,917
Investment properties (Notes 3, 14 and 15) 30,402,410 27,600,439 27,641,016
Property and equipment (Notes 3, 4, 14 and 16) 5,582,176 4,438,041 3,820,578
Deferred income tax assets - net (Notes 3, 14 and 33) 1,644,835 1,472,076 793,499
Goodwill (Notes 3 and 4) 11,329,117 11,002,564 10,233,522
Other assets - net (Notes 3, 4, 14, 17 and 36) 2,314,672 2,601,631 1,550,537

P180,162,427 P164,627,536  £131,338,400
LIABILITIES AND EQUITY
LIABILITIES
Deposit liabilities (Notes 18, 35 and 36) £64,941,913 £54,766,816 P£33,332,227
Bills and acceptances payable (Notes 19, 35 and 36) 161,141 1,957,637 2,385,717
Accounts payable and accrued expenses (Notes 3, 4, 7,

14,20, 23, 28, 35 and 36) 15,887,604 13,776,438 10,802,304
Income tax payable 214,521 121,237 191,485
Long-term debt (Notes 4, 14, 21, 35 and 36) 26,251,694 25,496,120 18,675,610
Deferred income tax liabilities - net (Notes 14 and 33) 6,225,869 6,142,016 6,269,504

Total Liabilities 113,682,742 102,260,264 71,656,847

(Forward)



December 31 January 1

2009 2009
As reclassified  As reclassified
2010 (see Note 2) (see Note 2)

EQUITY
Equity attributable to equity holders of the parent
Capital stock - 21 par value (Note 22)
Authorized - 10,000,000,000 shares
Issued - 7,508,123,852 shares

P7,508,124 7,508,124 P7,508,124

Additional paid-in capital 11,709,874 11,709,874 11,709,874
Revaluation increment on land at deemed cost 46,331 46,331 46,331
Revaluation increment on investment property at
deemed cost (Note 15) 9,382,112 9,382,112 9,382,112
Revaluation reserve on available-for-sale
financial assets (Note 12) 232,540 305,996 (260,026)
Retained earnings 23,794,154 18,719,337 17,227,121
Translation adjustment (Note 2) (54,429) (14,235) 8,064
Treasury stock (Note 29) (24,220) (24,220) (24,220)
Total 52,594,486 47,633,319 45,597,380
Noncontrolling interest 13,885,199 14,733,953 14,084,173

Total Equity

66,479,685 62,367,272 59,681,553

P180,162,427  P164,627,536  £131,338,400

See accompanying Notes to Consolidated Financial Statements.



FILINVEST DEVELOPMENT CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(Amounts in Thousands of Pesos, Except Earnings Per Share Figures)

Years Ended December 31
2010 2009 2008

REVENUES AND OTHER INCOME
Real Estate Operations
Sale of lots, condominium and residential units and club shares £6,888,809 £4,204,450 £4,550,398
Mall and rental revenues (Note 15) 1,606,974 1,383,850 1,322,066
Gain from remeasurement of previously held interest in a

business combination 517,240 — -
Excess of fair value of net identifiable assets over consideration

transferred in a business combination 9,058 - -
Other income (Note 26) 1,344,786 1,390,422 1,012,867

10,366,867 6,978,722 6,885,331

Financial and Banking Services

Interest income 5,866,414 5,196,818 3,131,192

Other income (Note 26) 3,118,321 1,939,502 963,690
8,984,735 7,136,320 4,094,882

Sugar Operations

Sugar sales 2,351,326 1,766,776 2,497,534
Other income (Note 26) 75,672 97,405 35,486
2,426,998 1,864,181 2,533,020

Hotel Operations
Hotel revenues 139,210 — -
Other income 1,237 — —
140,447 — —
TOTAL REVENUES AND OTHER INCOME 21,919,047 15,979,223 13,513,233

COSTS (Note 25)

Costs of sale of lots, condominium and residential units

and club shares 3,846,176 2,138,083 2,249,388
Costs of sugar sales 1,710,206 1,347,404 1,835,770
Costs of financial and banking services 1,513,393 1,552,777 1,065,972
Costs of hotel operations 74,229 — —

7,144,004 5,038,264 5,151,130

OPERATING EXPENSES (Notes 15 and 24)

Real estate operations 3,388,688 3,018,880 2,393,314
Financial and banking services 5,306,226 4,799,342 3,003,064
Sugar operations 296,582 275,857 205,031
Hotel operations 85,912 — —

9,077,408 8,094,079 5,601,409

GAIN ON CHANGES IN EQUITY INTEREST IN

SUBSIDIARIES (Note 27) _ 20,397 251,416

INCOME BEFORE INCOME TAX 5,697,635  2.867277 3,012,110

PROVISION FOR INCOME TAX (Note 33)

Current 876,054 652,400 781,724

Deferred (115,243) (550,267)  (340,592)
760,811 102,133 441,132

NET INCOME P4936,824 P2,765,144  P2,570,978

(Forward)



Years Ended December 31
2010 2009 2008

Attributable to:
Equity holders of the parent (Note 29) £3,563,379 21,721,965 21,609,173
Noncontrolling interest 1,373,445 1,043,179 961,805
P4,936,824 P2,765,144  P2,570,978
Basic/Diluted Earnings Per Share (Note 29) £0.47 £0.23 £0.21

See accompanying Notes to Consolidated Financial Statements.



FILINVEST DEVELOPMENT CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Amounts in Thousands of Pesos)

Years Ended December 31
2010 2009 2008
NET INCOME £4,936,824 2,765,144 £2,570,978
OTHER COMPREHENSIVE INCOME (LOSS)
Changes in fair value of available-for-sale financial assets
(Note 12) (73,456) 566,022 (273,352)
Translation adjustment (Note 2) (40,194) (22,299) 8,064
(113,650) 543,723 (265,288)
TOTAL COMPREHENSIVE INCOME £4,823,174 P3.308,867 £2,305,690
Attributable to:
Equity holders of the parent £3,449,729 £2,265,688 £1,343,885
Noncontrolling interest 1,373,445 1,043,179 961,805

£4,823,174 P3,308,867 P£2,305,690

See accompanying Notes to Consolidated Financial Statements.



FILINVEST DEVELOPMENT CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(Amounts in Thousands of Pesos)

Equity Attributable to Equity Holders of the Parent

Revaluation Revaluation
Revaluation Increment on Reserve on
Increment Investment Available-
Additional On Land Property At for-Sale Translation Noncontrolling
Paid-in At Deemed Deemed Cost Financial Asset Retained Adjustment Treasury Interest
Capital Stock Capital Cost (Note 15) (Note 12) Earnings (Note 2) Stock Total (Note 27) Total
For the Year Ended December 31, 2010
Balances as of January 1, 2010 £7,508,124 £11,709,874 P£46,331 £9,382,112 £305,996 P18,719,337 (P14,235) (B24,220)  P47,633,319 P14,733,953 £62,367,272
Net income - - - - - 3,563,379 - - 3,563,379 1,373,445 4,936,824
Other comprehensive income - - - - (73,456) - (40,194) - (113,650) - (113,650)
Total comprehensive income - - - — (73,456) 3,563,379 (40,194) — 3,449,729 1,373,445 4,823,174
Effect of acquisition of noncontrolling
interest (Note 27) - - - - - 1,849,197 - - 1,849,197 (1,849,197) -
Dividends paid (Note 22) - - - - - (337,759) - - (337,759) (373,002) (710,761)
Balances as of December 31, 2010 £7,508,124 £11,709,874 P£46,331 £9,382,112 £232,540 $23,794,154 (B54,429) (B24,220)  P52,594,486 P£13,885,199 P£66,479,685
For the Year Ended December 31, 2009
Balances as of January 1, 2009 P7,508,124 P11,709,874 P46,331 9,382,112 (P260,026)  P17,227,121 P8,064 (P24,220)  P45,597,380 P14,084,173 P59,681,553
Net income - - - - - 1,721,965 - - 1,721,965 1,043,179 2,765,144
Other comprehensive income — — — — 566,022 — (22,299) — 543,723 — 543,723
Total comprehensive income — — — — 566,022 1,721,965 (22,299) — 2,265,688 1,043,179 3,308,867
Effect of dilution of noncontrolling
interest in subsidiaries (Note 27) - - - - - - - - - (20,397) (20,397)
Dividends paid (Note 22) — — — — — (229,749) — — (229,749) (373,002) (602,751)
Balances as of December 31, 2009 P7,508,124 P11,709,874 P46,331 9,382,112 305,996 P18,719,337 (R14,235) (P24,220)  P47,633,319 P14,733,953 P62,367,272

(Forward)



Equity Attributable to Equity Holders of the Parent

Revaluation Revaluation
Revaluation Increment on Reserve on
Increment Investment Available-
Additional On Land Property At for-Sale Translation Noncontrolling
Paid-in At Deemed Deemed Cost Financial Asset Retained Adjustment Treasury Interest
Capital Stock Capital Cost (Note 15) (Note 12) Earnings (Note 2) Stock Total (Note 27) Total
For the Year Ended December 31, 2008
Balances as of January 1, 2008 P7,508,124 P11,709,874 P46,331 9,382,112 P13,326 P15,993,354 P (P24,220)  P44,628,901 P13,802,482 P58,431,383
Net income - - - - - 1,609,173 - - 1,609,173 961,805 2,570,978
Other comprehensive income — — — — (273,352) — 8,064 — (265,288) — (265,288)
Total comprehensive income — — — — (273,352) 1,609,173 8,064 — 1,343,885 961,805 2,305,690
Effect of dilution of noncontrolling
interest in subsidiaries (Note 27) - - - - - - - - - (444,676) (444,676)
Dividends paid (Note 22) — — — — — (375,406) — (375,406) (235,438) (610,844)
Balances as of December 31, 2008 P£7,508,124 P11,709,874 P46,331 29,382,112 (P260,026)  P17,227,121 P§,064 (P24,220)  P45,597,380 14,084,173 P£59,681,553

See accompanying Notes to Consolidated Financial Statements.



FILINVEST DEVELOPMENT CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands of Pesos)

Years Ended December 31
2010 2009 2008
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax £5,697,635 B2,867,277 £3,012,110
Adjustments for:
Provision for probable losses (Note 24) 1,254,967 1,289,308 921,838
Interest expense (Note 24) 1,001,857 994,869 421,770
Depreciation and amortization (Notes 15 and 16) 733,048 727,842 595,484
Amortization of computer software (Note 24) 84,309 63,912 47,477
Provision for retirement benefits (Notes 24 and 28) 89,102 42,826 44,773
Excess of fair value of net identifiable assets over
consideration transferred in a business
combination (517,240) — -
Interest income (Note 26) (480,880) (390,824) (318,029)
Gain on asset foreclosure and dacion transactions (93,240) (91,264) (13,667)
Excess of fair value of net identifiable assets over
consideration transferred in a business
combination (9,058) - -
Unrealized foreign currency exchange loss (gain) 4,246 2,333 (1,898)
Gain on sale of property and equipment and
investment properties - (158,589) (22,347)
Gain on changes in equity interest in a
subsidiary (Note 27) - (20,397) (251,416)
Dividend income (825) (1,795) (6,799)
Operating income before changes in operating assets
and liabilities 7,763,921 5,325,498 4,429,296
Decrease (increase) in:
Subdivision lots, condominium and residential
units for sale (4,041,706) (3,692,916) 677,877
Loans and receivables (7,883,967) (3,082,511) (5,759,741)
Land and land development (2,160,088) (1,758,091) (3,502,778)
Sugar and molasses inventories 135,783 (8,947) 106,539
Financial assets at fair value through profit or loss (3,111,377 (1,080,296) 905,008
Increase in:
Deposit liabilities 10,175,097 12,731,876 2,058,647
Accounts payable and accrued expenses 2,166,046 2,394,832 1,600,111
Net cash generated from operations 3,043,709 10,829,445 514,959
Income taxes paid (826,290) (709,498) (944,750)
Net cash provided by (used in) operating activities 2,217,420 10,119,947 (429,791)
CASH FLOWS FROM INVESTING ACTIVITIES
Decrease (increase) in:
Due from related parties (12,320) (90,184) 271,942
Other assets 176,952 (355,320) (36,418)
Payments for:
Purchases of investments (640,639) (3,461,021) (7,654,783)
Acquisitions of investment properties and property
and equipment (2,018,725) (1,696,612) (1,769,551)
Interest received 480,880 543,243 503,823
Acquisition of business - net of cash acquired (920,698) 57,130 -
Proceeds from disposal of investment properties and
foreclosed assets 162,187 29,887 137,036
Dividends received 825 1,795 6,799
Net cash used in investing activities (2,771,538) (4,971,082) (8,541,152)

(Forward)



Years Ended December 31
2010 2009 2008

CASH FLOWS FROM FINANCING ACTIVITIES
Increase (decrease) in due to related parties P47,827) £35,298 (B424,351)
Increase (decrease) in bills and acceptances payable (1,796,496) (1,228,080) 797,897
Interest paid (1,097,967) (1,278,700) (730,956)
Proceeds from long-term debt 3,570,000 7,613,724 10,659,861
Payments of:

Long-term debt (3,277,626) (870,320) (2,011,064)

Dividends (710,761) (601,775) (609,054)
Net cash provided by (used in) financing activities (3,360,677) 3,670,147 7,682,333
NET INCREASE (DECREASE) IN CASH AND CASH

EQUIVALENTS (3,914,795) 8,819,012 (1,288,610)
CASH AND CASH EQUIVALENTS AT BEGINNING

OF YEAR 22,424,831 13,605,819 14,894,429
CASH AND CASH EQUIVALENTS AT END

OF YEAR £18,510,036 22,424,831 P13,605,819

See accompanying Notes to Consolidated Financial Statements.



FILINVEST DEVELOPMENT CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information

Filinvest Development Corporation (the Parent Company) is a stock corporation incorporated
under the laws of the Philippines on April 27, 1973. The Parent Company and subsidiaries
(collectively referred to as the “Filinvest Group” or “the Group”) are engaged in real estate
operations as a developer of residential subdivisions and mixed-use urban projects including
condominiums and commercial buildings, industrial and farm estates. The Filinvest Group is also
involved in leasing operations, banking and financial services, sugar farming and milling business,
and hotel operations starting in 2010. The Parent Company’s registered office address is 173 P.
Gomez Street, San Juan City, Metro Manila. ALG Holdings Corporation (ALG) is the Group’s
ultimate parent company.

On March 12, 2009, East West Banking Corporation (EWBC), a wholly owned subsidiary of
FDC, eftectively obtained control of the following entities:

a) AIG Philam Savings Bank (AIGPASB)
b) PhilAm Auto Finance and Leasing, Inc. (PAFLI)
c¢) PFL Holdings, Inc. (PFLHI)

The acquisition date was determined through the execution of a Deed of Absolute Sale of Shares
with the American International Group, Inc. (AIG) and certain AIG subsidiaries, including the
Philippine American Life and General Insurance Company and AIG Consumer Finance Group
(see Note 4).

On July 15, 2009, the Parent Company filed an application with the Securities and Exchange
Commission (SEC) for the incorporation of Seascapes Resort, Inc, (SRI), whose primary purpose
is to conduct a hotel and resort business. Such application was approved by SEC last July 17,
20009.

On December 28, 2009, Filinvest Land, Inc. (FLI), a subsidiary, executed separate deeds of
absolute sale of shares of stock for the acquisition of the 40% share of Africa Israel Investments
(Phils.), Inc. (AIIPI) in Filinvest AIl Philippines, Inc. (FAPI) and 40% equity interest of Africa
Israel Properties (Phils.), Inc. (AIPPI) in Cyberzone Properties, Inc. (CPI). The closing of the sale
transactions was subject to the full payment of the purchase prices and other conditions which
were not yet fulfilled as of December 31, 2009. On February 8, 2010, the sale transactions were
closed as the purchase price was fully paid by FLI and all other conditions of the sales were met.
The sale transactions made FAPI and CPI wholly owned subsidiaries of FLI. The acquisition of
the joint ventures’ interests was accounted for as business combination (see Note 4).

In 2010, the Parent Company purchased all the 5.15 billion FLI shares held by Filinvest Alabang,
Inc. (FAI) at prevailing market prices and purchased additional 23.0 million FLI shares from

outside investors. These transactions resulted in an increase in the effective ownership of the
Parent Company in FLI by 4.34% and FAI by 4.27% (see Note 27).

In December 2010, a stockholder assigned to the Parent Company its 100% ownership in ALG
Renewable Energy Holdings, Inc. (AREHI) for a consideration of £1.0 million, making the latter a
wholly owned subsidiary of the Parent Company. Also in December 2010, the same stockholder
transferred its 100% ownership in Eco Renewable Energy Holdings, Inc. (EREHI) and its 100%
ownership interest in Green Renewable Power Holdings, Inc. (GRPHI) to AREHI for a
consideration of 1.0 million for each company. The transfer effectively made EREHI and



GRPHI wholly owned subsidiaries of AREHI. On March 4, 2011, GRPHI amended its articles of
incorporation changing its primary purpose and its corporate name to Strong Field Energy
Corporation. On March 11, 2011, AREHI changed its corporate name to FDC Utilities, Inc.
(FUI). In 2011, the Group incorporated three other companies, which includes Strong Field Gas
Power Corporation, Strong Field Gas and Electric Corporation and Cebu Pure Energy, Inc., all to
operate under a new business segment engaged in power generation.

The accompanying consolidated financial statements were approved and authorized for issue by
the Board of Directors (BOD) on April 14, 2011.

Summary of Significant Accounting Policies

Basis of Preparation

The accompanying consolidated financial statements are prepared using the historical cost basis
except for available-for-sale (AFS) financial assets and financial instruments at fair value through
profit or loss (FVPL) that are measured at fair value.

The Group’s consolidated financial statements are presented in Philippine Peso (), which is the
Parent Company and its subsidiaries and joint ventures’ functional currency except for the Foreign
Currency Deposit Unit (FCDU) of EWBC, a subsidiary, whose functional currency is in United
States Dollar (USD). For financial reporting purposes, FCDU accounts and foreign currency-
denominated accounts of the Group are translated into their equivalents in Philippine pesos, which
is the Group’s presentation currency.

Statement of Compliance
The accompanying consolidated financial statements have been prepared in compliance with
Philippine Financial Reporting Standards (PFRS).

Restatement of 2009 Financial Statements

In 2009, the Group presented deferred sales and deferred cost of sales for a certain project under
“Accounts payable and accrued expenses” amounting to £217.8 million and £159.1 million,
respectively. For 2010 financial statements the deferred sales and deferred cost of sales were
reclassified to “Loans and receivables - real estate operations” and “Subdivision lots,
condominium and residential units for sale” in the consolidated statements of financial position
(see Notes 7 and 9). Such reclassifications were made because management believes that this
presentation will provide more reliable and relevant information to the users of the financial
statements.

In compliance with the amended Philippine Accounting Standards (PAS) 1, Presentation of
Financial Statements, the Group presented a consolidated statement of financial position as at
January 1, 2009 but did not present related notes except for Notes 7 and 9 as the Group believes
that such information is no longer material relative to the comparative consolidated financial
statements taken as a whole.

Basis of Consolidation

The consolidated financial statements include the financial statements of the Parent Company and
its subsidiaries together with the Group’s proportionate share in its joint ventures. The financial
statements of the subsidiaries and joint ventures are prepared for the same reporting period as the
Parent Company, except for PSHC whose reporting period starts from October 1 and ends on
September 30. Adjustments are made for the effects of significant transactions or events that
occur between the reporting period of PSHC and the date of the Group’s consolidated financial
statements.
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Subsidiaries are consolidated when control is transferred to the Group and cease to be consolidated
when control is transferred out of the Group. Control is presumed to exist when the Group owns
directly or indirectly through subsidiaries, more than half of the voting power of an entity unless in
exceptional cases, it can be clearly demonstrated that such ownership does not constitute control.

The consolidated financial statements are prepared using uniform accounting policies for like
transactions and other events in similar circumstances. All intercompany balances and
transactions, intercompany profits and expenses and gains and losses are eliminated in the
consolidation.

The consolidated financial statements include the accounts of the Parent Company and the
following subsidiaries, and the corresponding percentages of ownership as at December 31:

Percentage of Interest in Common Shares

2010 2009 2008
Subsidiaries:
FDC Forex Corporation (FFC) 100 100 100
FAI 91 86 86
Subsidiaries:
Festival Supermall, Inc. 100 100 100
Northgate Convergence Corporation (NCC) 100 100 100
Proplus, Inc. 100 100 100
FSM Cinemas, Inc. 60 60 60
EWBC 100 100 100
FLI (Note 27) 53 49 49
Subsidiaries:
CPI 100 - -
FAPI 100 - -
Property Maximizer Professional Corp. 100 100 100
Homepro Realty Marketing Corporation 100 100 100
Property Specialist Resources, Inc. 100 100 100
Leisure Pro, Inc. 100 100 100
Pacific Sugar Holdings Corporation (PSHC) 100 100 100
Subsidiaries:
Davao Sugar Central Corporation 100 100 100
Cotabato Sugar Central Corporation 100 100 100
High Yield Sugar Farms Corporation 100 100 100
SRI 100 100 -
FUI 100 - -
Subsidiaries:
GRPHI 100 - -
ERHI 100 - -
Notes:
1. The Parent Company acquired FFC on December 21, 2007. FFC owns 40% interest in EWBC.
2. The percentage ownership in FAI includes 20% share of FLI in FAIL
3. The percentage ownership in FLI includes 21% share of FAI in FLI for 2009 and 2008.
4. The Parent Company acquired the PSHC on June 29, 2007.
5. The Parent Company incorporated SRI on July 15, 2009.
6.  FUI was assigned to the Parent Company on December 2010.



In 2009 and 2008, the Group consolidated FLI even though it did not own more than half of the
common shares outstanding since it had a collective voting power of 65% after considering the

Group’s direct and indirect voting interest through its common and preferred shares holdings in
FLIL

Noncontrolling interests represent the portion of profit or loss and net assets not held by the Group
and are presented separately in the consolidated statement of income and within equity in the
consolidated statement of financial position, separately from the Group’s equity. Transactions
with noncontrolling interests are handled in the same way as transactions with external parties.

Basis of Consolidation from January 1, 2010

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group
obtains control, and continue to be consolidated until the date when such control ceases. All
intragroup balances, transactions, unrealized gains and losses resulting from intra-group
transactions and dividends are eliminated in full.

Losses within a subsidiary are attributed to the noncontrolling interest even if that results in a
deficit balance. A change in the ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction. If the Group loses control over a subsidiary, it:

Derecognizes the assets (including goodwill) and liabilities of the subsidiary

Recognizes the fair value of the consideration received

Recognizes the fair value of any investment retained

Recognizes any surplus or deficit in profit or loss

Reclassifies the Group’s share of components previously recognized in other comprehensive
income to profit or loss or retained earnings, as appropriate.

Basis of Consolidation prior to January 1, 2010

The above mentioned requirements were applied on a prospective basis. Acquisition of
noncontrolling interests, prior to January 1, 2010, was accounted for using the parent entity
extension method, whereby, the difference between the consideration and the book value of the
share of the net assets acquired were recognized in goodwill. There was no restatement of prior
year figures.

Business Combination and Goodwill

Business combinations are accounted for using the purchase accounting method. This involves
recognizing identifiable assets (including previously unrecognized intangible assets) and liabilities
(including contingent liabilities and excluding future restructuring) of the acquired business at fair
value.

Goodwill acquired in a business combination is initially measured at cost being the excess of the
cost of the business combination over the Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities. Following initial recognition, goodwill is
measured at cost less any accumulated impairment losses. For the purpose of impairment testing,
goodwill acquired in a business combination is, from the acquisition date, allocated to each of the
Group’s cash generating units or groups of cash generating units, that are expected to benefit from
the synergies of the combination, irrespective of whether other assets or liabilities of the Group are
assigned to those units or group of units. Each unit or group of units to which the goodwill is
allocated:
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Conversely, securities purchased under agreements to resell at a specified future date (‘reverse
repos’) are not recognized on the consolidated statement of financial position. The corresponding
cash paid, including accrued interest, is recognized in the consolidated statement of financial
position as ‘Securities purchased under resale agreement < (SPURA) under “Cash and cash
equivalents” account, and is considered a loan to the counterparty. The difference between the
purchase price and resale price is treated as interest income and is accrued over the life of the
agreement using the EIR method.

Impairment of Financial Assets

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

Financial Assets Carried at Amortized Cost

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

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of the
estimated future cash flows (excluding future credit losses that have not been incurred). The
carrying amount of the asset is reduced through use of an allowance account and the amount of
loss is charged to the consolidated statement of income. Interest income continues to be
recognized based on the original effective interest rate of the asset. Loans, together with the
associated allowance accounts, are written off when there is no realistic prospect of future
recovery and all collateral has been realized. If, in a subsequent year, the amount of the estimated
impairment loss increases or decreases because of an event occurring after the impairment was
recognized, the previously recognized impairment loss is increased or reduced by adjusting the
allowance account. Ifa future write-off is later recovered, any amounts formerly charged are
credited in the consolidated statement of income.

The present value of the estimated future cash flows is discounted at the financial asset’s original
EIR. If a loan has a variable interest rate, the discount rate for measuring any impairment loss is
the current EIR, adjusted for the original credit risk premium. The calculation of the present value
of the estimated future cash flows of a collateralized financial asset reflects the cash flows that
may result from foreclosure less costs for obtaining and selling the collateral, whether or not
foreclosure is probable.
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For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis
of such credit risk characteristics as industry, collateral type, past-due status and term. For the
impairment evaluation of credit card receivables included in the loans and receivables - financial
and banking service, net flow rate (NFR) method was used. Future cash flows in a group of
financial assets that are collectively evaluated for impairment are estimated on the basis of
historical loss experience for assets with credit risk characteristics similar to those in the Group.
Historical loss experience is adjusted on the basis of current observable data to reflect the effects
of current conditions that did not affect the period on which the historical loss experience is based
and to remove the effects of conditions in the historical period that do not exist currently.

Financial Assets Carried at Cost

If there is objective evidence that an impairment loss on an unquoted equity instrument that is not
carried at fair value because its fair value cannot be reliably measured, or on a derivative asset that
is linked to and must be settled by delivery of such an unquoted equity instrument has been
incurred, the amount of the loss is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows discounted at the current market rate of return
for a similar financial asset.

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

In case of equity investments classified as AFS, this would include a significant or prolonged
decline in the fair value of the investments below its cost. Where there is evidence of impairment,
the cumulative loss - measured as the difference between the acquisition cost and the current fair
value, less any impairment loss on that financial asset previously recognized in the consolidated
statement of income - is removed from other comprehensive income and recognized in the
consolidated statement of income. Impairment losses on equity investments are not reversed
through the consolidated statement of income. Increases in fair value after impairment are
recognized directly in other comprehensive income.

In the case of debt instruments classified as AFS financial asset, impairment is assessed based on
the same criteria as financial assets carried at amortized cost. Interest continues to be accrued at
the original effective interest rate on the reduced carrying amount of the asset and is recorded as
part of ‘Interest income’ included in the “Other income™ account in the consolidated statement of
income. If, in subsequent year, the fair value of a debt instrument increased and the increase can
be objectively related to an event occurring after the impairment loss was recognized in the
consolidated statement of income, the impairment loss is reversed through the consolidated
statement of income.

Restructured Loans

Loan restructuring may involve extending the payment arrangements and the agreement of new
loan conditions. Once the terms have been renegotiated, the loan is no longer considered past due.
Management continuously reviews restructured loans to ensure that all criteria are met and that
future payments are likely to occur. The loans continue to be subject to an individual or collective
impairment assessment, calculated using the loan’s original EIR. The difference between the
recorded value of the original loan and the present value of the restructured cash flows, discounted
at the original EIR, is recognized in ‘Provision for impairment of assets’ under “Operating
expenses” in the consolidated statement of income.
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Offsetting Financial Instruments

Financial assets and financial liabilities are only offset and the net amount reported in the
consolidated statement of financial position when there is a legally enforceable right to offset the
recognized amounts and the Group intends to either settle on a net basis, or to realize the asset and
settle the liability simultaneously. This is not generally the case with master netting agreements,
where the related assets and liabilities are presented at gross in the consolidated statement of
financial position.

Subdivision Lots, Condominium and Residential Units for Sale

Subdivision lots, condominium and residential units for sale are carried at the lower of cost and
net realizable value (NRV). The cost of subdivision lots, condominium and residential units for
sale includes the costs incurred for development and improvement of the properties, including
capitalized borrowing cost. These are properties constructed for sale in the ordinary course of
business rather than to be held for rental and capital appreciation. The cost of investment in club
project includes development and construction costs of the club, including capitalized borrowing
costs. NRV represents current selling price less cost to complete the development and estimated
marketing and selling expenses.

Sugar and Molasses Inventories

Inventories are stated at the lower of cost and NRV. Cost is determined by the weighted average
production cost for sugar and molasses and, by the moving average method for materials and
supplies. NRYV is the estimated selling price in the ordinary course of business, less estimated cost
of completion and expenses necessary to consummate the sale.

The costs of planting, fertilizers and other maintenance costs incurred for the sugarcane
plantations prior to harvest are capitalized and are charged to operations as the sugarcane are
harvested. Sugar and molasses are carried at cost less any significant and permanent decline in
value.

Land and Land Development
Land and land development consists of properties for future development and are carried at the
lower of cost and NRV. NRYV represents current selling price less the estimated expenses.

Interests in Joint Ventures

A joint venture is a contractual agreement whereby two or more parties undertake an economic
activity that is subject to joint control. The Group recognizes its interest in the joint venture using
proportionate consolidation. The Group combines its share of each of the assets, liabilities,
income and expenses of the joint venture with similar terms, line by line, in its consolidated
financial statements. The financial statements of the joint venture are prepared for the same
reporting year as the Group, using consistent accounting policies. Adjustments are made to bring
into line any dissimilar accounting policies that may exist.

When the Group contributes or sells assets to the joint venture, any portion of gain or loss from the
transaction is recognized based on the substance of the transaction. When the Group purchases
assets from the joint venture, the Group does not recognize its share of the profits of the joint
venture from the transaction until it resells the assets to an independent party. The joint venture is
proportionately consolidated until the date on which the Group ceases to have joint control over
the joint venture.

The Group also has interests in joint ventures which are jointly controlled assets. The Group
recognizes in its financial statements its share in the jointly controlled assets, the liabilities that it
incurred and its share in any of the liabilities it incurred jointly with the joint venture partner and
income and expenses that it incurred.
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The Group’s share of the assets, liabilities, income and expenses of the following joint ventures
are proportionately consolidated into the Group’s consolidated financial statements:

Percentage of Ownership

2010 2009 2008
Filinvest Corporate City 74 74 74
Filarchipelago Hospitality, Inc (FHI) 60 60 -
Filinvest Asia Corporation 60 60 60
South Station Terminal 49 49 49
CPI - 60 60
FAPI - 60 60

Despite the Group’s interest of above 50% on the above entities, these are treated as joint ventures
due to existence of a contractual arrangement between the parties and certain special voting rights
requiring consent from both the Group and other venture in making strategic and financial
decisions.

Biological Assets

The Group’s biological assets included in the ‘Other assets’ account consist of sugarcane crops.
The costs of planting, fertilizers and other maintenance costs incurred for the sugarcane
plantations prior to harvest are capitalized to biological assets and are charged to operations as the
sugarcane are harvested. Biological assets are carried at cost less any significant and apparent
permanent decline in value.

The Group uses the cost method of valuation since fair value cannot be measured reliably. The
Group’s biological assets have no active market. Further, the existing sector benchmarks are
determined to be irrelevant and the estimates (i.e., input costs, efficiency values, production)
necessary to compute for the present value of expected net cash flows comprises wide range of
data which will not result to a reliable basis for determining the fair value. Once the fair value
becomes reliably measurable, the Group will measure the assets at their fair value less estimated
point-of-sale costs.

Investment Properties
Investment properties consist of commercial mall, land and other properties held for long-term
rental yields and for capital appreciation.

Investment properties, except for land, are carried at cost less accumulated depreciation and any
accumulated impairment losses. Land, including the site of the mall, is carried at deemed cost,
less any impairment in value, if any. The Group opted to use the revalued amount of investment
property as deemed cost at the date of transition to PFRS. The revaluation increment balance as of
transition date is presented as a separate line item in the consolidated statement of changes in
equity.

Depreciation of investment properties are computed using the straight-line method over the
estimated useful lives of these assets as follows:

Years
Commercial mall and buildings 50
Building improvements 15-20

Rental income from investment properties is recognized in the consolidated statement of income
on a straight-line basis over the term of the lease or based on a certain percentage of the gross
revenue of tenants. Lease incentives are recognized as an integral part of the total rental income.
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Expenses with regards to investment properties are treated as ordinary expenses and are
recognized when incurred.

Investment property is derecognized when it is either disposed of or permanently withdrawn from
use and there is no future economic benefit expected from its disposal or retirement. Any gains or
losses on the retirement or disposal of an investment property are recognized in the consolidated
statement of income in the year of retirement or disposal

Transfers are made to investment property when there is a change in use, evidenced by ending of
owner-occupation, commencement of an operating lease to another party or ending of construction
or development. Transfers are made from investment property when there is a change in use,
evidenced by commencement of owner-occupation or commencement of development with a view
to sale. Transfers between investment property, owner-occupied property and inventories do not
change the carrying amount of the property transferred and they do not change the cost of that
property for measurement or disclosure purposes.

Property and Equipment

Property and equipment are stated at cost, net of accumulated depreciation and accumulated
impairment losses, if any. Such cost includes the cost of replacing part of the property and
equipment and borrowing cost for long-term construction projects if the recognition criteria are
met. Likewise, when a major inspection is performed, its cost is recognized in the carrying
amount of property and equipment as a replacement if the recognition criteria are satisfied. All
other repair and maintenance costs are recognized in the consolidated statement of income as
incurred. The present value of the expected cost for the decommissioning of the asset after its use
is included in the cost of the respective asset if the recognition criteria for a provision are met.

The separate recognition of significant components of property and equipment depends on
whether these components serve the same purpose as the related items of property and equipment.
If the corresponding components do not serve the same purpose, they must be recognized
separately. If the component parts serve the same purpose, the need to recognize them separately
depends on whether they have the same structure and the same normal useful life as the other
component parts of the asset. If the structure and normal useful life are different, the component
parts must be recognized individually insofar as they comply with the definition of the assets.

Accordingly, the cost of acquisition must be allocated to the individual components over their
respective useful lives. The depreciation of the component parts must be recognized for each
component part separately. The subsequent expenses for the exchange or replacement of such
assets must be recognized as acquisition costs for a separate asset if it meets the asset recognition
criteria and are depreciated over their useful life.

The Group opted to use the revalued amount of certain property and equipment as deemed cost at
the date of transition to PFRS. The revaluation increment balance as of transition date is presented
as a separate line item in the consolidated statement of changes in equity.

Construction-in-progress, included in property and equipment, is stated at cost. This includes cost

of construction and other direct costs. Construction-in-progress is not depreciated until such time
as the relevant assets are completed and put into operational use.
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Depreciation are calculated on a straight-line basis over the estimated useful lives of the assets as
follows:

Years
Buildings 20-50
Machinery and equipment 5
Transportation equipment 5
Furniture, fixtures and office equipment 3-5
Communication equipment 5

Leasehold improvements are amortized over the term of the lease or their estimated useful lives
(3 to 15 years), whichever is shorter.

The useful life and depreciation and amortization method are reviewed at financial year end to
ensure that the period and method of depreciation and amortization are consistent with the
expected pattern of economic benefits from items of property and equipment.

An item of property and equipment is derecognized upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the
asset is included in the consolidated statement of income in the year the asset is derecognized.

Intangible Assets
Intangible assets include goodwill, customer relationship, core deposit and capitalized computer
software presented under other assets.

Intangible assets with indefinite useful lives are tested for impairment annually as of reporting date
either individually or at the cash-generating unit level, as appropriate. Intangible assets with finite
lives are assessed for impairment whenever there is an indication that the intangible asset may be
impaired.

Goodwill

Goodwill acquired in a business combination is initially measured at cost being the excess of the
cost of the business combination over the Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities. Following initial recognition, goodwill is
measured at cost less accumulated impairment losses. Goodwill is reviewed for impairment
annually or more frequently if events or changes in circumstances indicate that the carrying value
may be impaired.

Customer Relationship and Core Deposit

Customer relationship and core deposit included under ‘Other assets’ account are intangible assets
acquired by the Group through business combination. These intangible assets are initially
measured at their fair value at the date of acquisition. The fair value of these intangible assets
reflects expectations about the probability that the expected future economic benefits embodied in
the asset will flow to the Group. Following initial recognition, customer relationship and core
deposits are measured at cost less accumulated amortization and any accumulated impairment
losses. Customer relationship related to acquisition of AIGPASB is amortized on a straight-line
basis over its useful life of 40 years while the customer relationship from PAFLI and core deposit
from AIGPASB are amortized on a straight-line basis over its useful life of 13 and 10 years,
respectively.
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Capitalized Computer Software

Capitalized computer software, included in ‘Other assets,” as acquired separately is measured at
cost on initial recognition. Following initial recognition, capitalized software is carried at cost less
accumulated amortization and any accumulated impairment losses. The capitalized software is
amortized on a straight-line basis over its useful economic life of five years.

Impairment of Nonfinancial Assets

The carrying values of subdivision lots, residential and housing units for sale, land and land
development, investment property, property and equipment and other assets are reviewed for
impairment when events or changes in circumstances indicate the carrying values may not be
recoverable. If any such indication exists and where the carrying values exceed the estimated
recoverable amounts, the assets or cash-generating units are written down to their recoverable
amounts. The recoverable amount of the asset is the greater of fair value less cost to sell and value
in use. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessment of the time value of
money and the risks specific to the asset. For an asset that does not generate largely independent
cash inflows, the recoverable amount is determined for the cash-generating unit to which the asset
belongs. Impairment losses are recognized in the consolidated statement of income.

For nonfinancial assets excluding goodwill, an assessment is made at each reporting date to
determine whether there is any indication that previously recognized impairment losses may no
longer exist or may have decreased. If such indication exists, the recoverable amount is estimated.
A previously recognized impairment loss is reversed only if there has been a change in the
estimates used to determine the asset’s recoverable amount since the last impairment loss was
recognized. If that is the case, the carrying amount of the asset is increased to its recoverable
amount. That increased amount cannot exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognized for the asset in prior
years. Such reversal is recognized in the consolidated statement of income. After such a reversal,
the depreciation and amortization expense is adjusted in future years to allocate the asset’s revised
carrying amount, less any residual value, on a systematic basis over its remaining life.

The following criteria are also applied in assessing impairment of specific assets:

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

Impairment is determined for goodwill by assessing the recoverable amount of the cash generating
unit (or group of cash-generating units) to which the goodwill relates. Where the recoverable
amount of the cash generating unit (or group of cash-generating units) is less than the carrying
amount of the cash generating unit (or group of cash-generating units) to which goodwill has been
allocated, an impairment loss is recognized immediately in the consolidated statement of income.
Impairment losses relating to goodwill cannot be reversed for subsequent increases in its
recoverable amount in future periods.

Other Intangible Assets

Other intangible assets such as customer relationship, core deposits and capitalized computer
software are assessed for impairment whenever there is an indication that it may be impaired.
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Revenue and Cost Recognition

Revenue is recognized to the extent that it is probable that the economic benefits associated with
transaction will flow to the Group and the amount can be reliably measured. The Group assesses
its revenue arrangements against specific criteria in order to determine if it is acting as principal or
agent. In arrangements where the Group is acting as principal to its customers, revenue is
recognized on a gross basis. However, when the Group is acting as an agent to its customers, only
the amount of net commission retained is recognized as revenue. The following specific
recognition criteria must also be met before revenue is recognized:

a.

Real Estate Operations

Sale of Subdivision Lots and Housing Units
Revenue from sales of substantially completed projects where collectability of sales price is
reasonably assured is accounted for using the full accrual method.

Collections from accounts which do not qualify for revenue recognition are treated as
customer deposits included in the ‘Accounts payable and accrued expenses’ in the
consolidated statement of financial position.

Sale of Condominium Units

Sale of condominium units are accounted for under the percentage-of-completion method
where the Group has material obligations to complete the development of the condominium
project. The percentage of completion is based on the proportion that costs incurred to date
bear to the estimated total costs of the transaction. These estimates are determined and
regularly updated by the contractors and Group’s technical personnel. Under this method,
revenue is recognized as the related obligation is fulfilled. When conditions for recognizing
revenue are not yet met, collections over the recognized receivables are reported as deposit
included in “Accounts payable and accrued expenses” in the consolidated statement of
financial position.

Cost of condominium units sold before completion of the development is recognized on the
same timing and basis as the related revenue.

Sale of Club Shares
Sale of club shares is recognized when the risks and rewards of ownership of the shares have
passed to the buyer and the amount of revenue can be measured reliably.

Rent Income

Rent income from investment properties is recognized in the consolidated statement of income
either on a straight-line basis over the lease term, or based on a certain percentage of the gross
revenue of tenants, pursuant to the terms of the lease contracts.

Service Income
Service fee income is recognized as services are rendered.

Ticket, Food and Beverage Sale

Revenue from ticket sales is recognized when theater services are completed and consumed.
Revenue from food and beverage sale is recognized when goods are actually sold to
customers.

Management Fee

Management fee from administrative functions, property management and other fees are
recognized when earned.
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Interest Income
Interest income is recognized as the interest accrues taking into account the effective yield on
the underlying assets.

Dividend Income
Dividend income is recognized when the Group’s right to receive payment is established.

Realized Gains and Losses
Revenue from deferred income is recognized by reference to the sale of related properties and
investments to third parties.

Financial and Banking Services

Interest Income

For all financial instruments measured at amortized cost and interest-bearing financial
instruments classified as AFS financial assets, interest income is recorded at the effective
interest rate, which is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument or a shorter period, where appropriate, to
the net carrying amount of the financial asset or financial liability. The calculation takes into
account all contractual terms of the financial instrument (for example, prepayment options),
includes any fees or incremental costs that are directly attributable to the instrument and are an
integral part of the EIR, but not future credit losses. The adjusted carrying amount is
calculated based on the original EIR. The change in carrying amount is recorded as interest
income.

Once the recorded value of a financial asset or group of similar financial assets has been
reduced due to an impairment loss, interest income continues to be recognized using the
original EIR applied to the new carrying amount.

Service Charges and Fees
The Group earns fee and commission income from a diverse range of services it provides to its
customers. Fee income can be divided into the following two categories:

1.) Fee income earned from services that are provided over a certain period of time.

Fees earned for the provision of services over a period of time are accrued over that
period. These fees include investment fund fees, custodian fees, fiduciary fees,
commission income, credit related fees, asset management fees, portfolio and other
management fees, and advisory fees.

2.) Fee income from providing transaction services.

Fees arising from negotiating or participating in the negotiation of a transaction for a third
party are recognized on completion of the underlying transaction. Fees or components of
fees that are linked to a certain performance are recognized after fulfilling the
corresponding criteria. Loan syndication fees are recognized in the consolidated statement
of income when the syndication has been completed and the Group retains no part of the
loans for itself or retains part at the same effective interest rate as for the other
participants.

Trading and Securities Gains (Losses) - net

Results arising from trading activities include all gains and losses from changes in fair value
for financial assets and financial liabilities held for trading.
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Commissions Earned on Credit Cards

Commissions earned on credit cards are taken up as income upon receipt from member
establishments of charges arising from credit availments by credit cardholders. These
commissions are computed based on certain agreed rates and are deducted from amounts
remittable to member establishments.

Purchases by credit cardholders, collectible on an installment basis, are recorded at the cost of
the items purchased plus a certain percentage of cost. The excess over cost is credited to
‘Unearned discount’ and is shown as a deduction from ‘Loans and receivables’ in the
consolidated statement of financial position.

The unearned discount is taken up to income over the installment terms and is computed using
the EIR method.

Other Income

Income from sale of services is recognized upon rendition of the service. Income from sale of
properties is recognized upon completion of the earning process and the collectability of the
sales price is reasonably assured.

Sugar Operations

Sale of Goods
Sale is recognized when title to the goods has passed to the buyer through the endorsement of
quedans or physical delivery.

Collections from accounts which are not yet qualified for revenue recognition are treated as
‘deposit from customers’ and are included in the “Accounts payable and accrued expenses”
account in the consolidated statements of financial position.

Interest income
Interest income is recognized as the interest accrues into account the effective yield on the
underlying assets.

Tolling Fees
Tolling fees are recognized when the related services are rendered.

Hotel Operations

Food and beverage
Revenue from sale of food and beverage is recognized when served.

Rooms
Revenue from rooms is recognized when the related services are rendered and/or facilities
and amenities are used.

Other operating departments
Revenue from other operating departments is recognized when services are rendered.

Interest income

Revenue is recognized as the interest accrues taking into account the effective yield on the
asset.
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Retirement Costs

Retirement costs on the Group’s defined benefit retirement plan are actuarially computed using the
projected unit credit method. This method reflects services rendered by employees up to the date
of valuation and incorporates assumptions concerning employees’ projected salaries.

Actuarial valuations are conducted with sufficient regularity, with option to accelerate when
significant changes to underlying assumptions occur. Retirement costs include current service
cost, interest cost, expected return on any plan assets, actuarial gains and losses and the effect of
any curtailment or settlement.

The past service cost is recognized as an expense on a straight-line basis over the average period
until the benefits become vested. If the benefits are already vested immediately following the
introduction of, or changes to, a pension plan, past service cost is recognized immediately.

The liability recognized in the consolidated statement of financial position in respect of the
defined benefit retirement plans is the present value of the defined benefit obligation at the
reporting date less the fair value of the plan assets, if any. The defined benefit obligation is
calculated using the projected unit credit method. The present value of the defined benefit
obligation is determined by discounting the estimated future cash outflows using applicable rates
that have terms to maturity approximating the terms of the related pension liability.

In case the fair value of the plan assets exceed the present value of the defined benefit obligation,
the recognition of the net plan assets (Plan) should not exceed the total of (a) any cumulative
unrecognized net actuarial losses and past service costs and (b) the present value of any economic
benefits available in the form of refunds from the Plan or reductions in future contributions to the
Plan.

Actuarial gains and losses is recognized as income or expense if the cumulative unrecognized
actuarial gains and losses at the end of the previous reporting period exceeded the greater of 10%
of the present value of defined benefit obligation or 10% of the fair value of plan assets. These
gains and losses are recognized over the expected average remaining working lives of the
employees participating in the plans.

Leases

The determination of whether an arrangement is, or contains a lease is based on the substance of
the arrangement and requires an assessment of whether the fulfillment of the arrangement is
dependent on the use of a specific asset or assets and the arrangement conveys a right to use the
asset. A reassessment is made after inception of the lease only if one of the following applies:

(a) there is a change in contractual terms, other than a renewal or extension of the arrangement;

(b) arenewal option is exercised or extension granted, unless that term of the renewal or
extension was initially included in the lease term;

(c) there is a change in the determination of whether fulfillment is dependent on a specified asset;
or

(d) there is a substantial change to the asset.

Where a reassessment is made, lease accounting shall commence or cease from the date when the

change in circumstances gave rise to the reassessment for scenarios (a), (¢) or (d) above, and at the
date of renewal or extension period for scenario (b).
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Group as a Lessor

Leases where the Group does not transfer substantially all the risks and benefits of ownership of
the asset are classified as operating leases. Rental income on operating leases is recognized on a
straight line basis over the lease term. Initial direct costs incurred in negotiating an operating lease
are added to the carrying amount of the leased asset and recognized over the lease term on the
same bases as rental income.

Group as a Lessee
Lease payments under operating lease are recognized as expense on a straight line basis over the
terms of the lease contract.

Cost and Expense Recognition

Costs and expenses are recognized in the consolidated statement of income when decrease in
future economic benefit related to a decrease in an asset or an increase in a liability has arisen that
can be measured reliably.

Costs and expenses are recognized in the consolidated statement of income:

e On the basis of a direct association between the costs incurred and the earning of specific
items of income;

e On the basis of systematic and rational allocation procedures when economic benefits are
expected to arise over several accounting periods and the association can only be broadly or
indirectly determined; or

o Immediately when expenditure produces no future economic benefits or when, and to the
extent that, future economic benefits do not qualify or cease to qualify, for recognition in the
consolidated statement of financial position as an asset.

Commission Expense

Commissions paid to sales or marketing agents on the sale of pre-completed real estate units are
deferred when recovery is reasonably expected and are charged to expense in the period in which
the related revenue is recognized as earned. Commission expense is included in the “Operating
expense” account in the consolidated statement of income.

Income Taxes

Current Tax

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used
to compute the amount are those that are enacted or substantively enacted at the reporting date.

Deferred Tax
Deferred tax is provided on all temporary differences at the reporting date between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences, except; (a) where
deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and (b) in respect of taxable temporary differences
associated with investments in subsidiaries, associates and interests in joint ventures, where the
timing of the reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.
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Deferred tax assets are recognized for all deductible temporary differences, carryforward benefit
of the excess of minimum corporate income tax (MCIT) over regular corporate income tax (RCIT)
and unused net operating loss carryover (NOLCO), to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences and carryforward of
MCIT and unused NOLCO can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part
of the deferred tax assets to be utilized. Unrecognized deferred tax assets are reassessed at each
reporting date and are recognized to the extent that is has become probable that future taxable
profit will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
year when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the reporting date. Income tax relating to items
recognized directly in other comprehensive income is recognized in other comprehensive income
and not in the consolidated statement of income.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to
offset current income tax assets against current income tax liabilities and the deferred taxes relate
to the same taxable entity and the same taxation authority.

Borrowing Costs

Borrowing costs are capitalized if they are directly attributable to the acquisition, construction or
production of a qualifying asset. Qualifying assets are assets that necessarily take a substantial
period of time to get ready for intended use or sale. Interest and other financing costs incurred
during the construction period on borrowings used to finance property development are capitalized
as part of development costs included under ‘Subdivision lots, condominium and residential units
for sale’ and ‘Land and land development’ accounts in the consolidated statement of financial
position. Capitalization of borrowing costs commences when the activities to prepare the asset are
in progress and expenditures and borrowing costs are being incurred. Capitalization of borrowing
costs ceases when substantially all the activities necessary to prepare the asset for its intended sale
are complete. If the carrying amount of the asset exceeds its recoverable amount, an impairment
loss is recorded.

Equity

Capital stock is measured at par value for all shares issued. When the Group issues more than one
class of stock, a separate account is maintained for each class of stock and the number of shares
issued.

When the shares are sold at a premium, the difference between the proceeds and the par value is
credited to “Additional Paid-in Capital” account. When shares are issued for a consideration other
than cash, the proceeds are measured by the fair value of the consideration received.

Direct cost incurred related to the equity issuance, such as underwriting, accounting and legal fees,
printing costs and taxes are charged to “Additional Paid-in Capital” account. If additional paid-in

capital is not sufficient, the excess is charged against retained earnings.

Retained earnings represent accumulated earnings of the Group less dividends declared.
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Dividends on common shares are deducted from retained earnings when declared and approved by
the respective BOD or shareholders of the Parent Company. Dividends payable are recorded as
liability until paid. Dividends for the year that are declared and approved after the reporting date,
if any, are dealt with as an event after the reporting date and disclosed accordingly.

Treasury Shares
Own equity instruments which are reacquired are carried at cost and are deducted from

consolidated equity. No gain or loss is recognized in profit or loss on the purchase, sale, issue or
cancellation of the Group’s own equity instruments. When the shares are retired, the capital stock
account is reduced by its par value and excess of cost over par value upon retirement is debited to
additional paid-in capital to the extent of the specific or average additional paid in capital when the
shares were issued and to retained earnings for the remaining balance.

Earnings Per Share (EPS)

Basic EPS amounts are calculated by dividing net income for the year attributable to ordinary
equity holders of the Parent Company by the weighted average number of ordinary shares
outstanding during the year.

Diluted EPS is computed by dividing net income by the weighted average number of common
shares outstanding during the period, after giving retroactive effect for any stock dividends, stock
splits or reverse stock splits during the period, and adjusted for the effect of dilutive options and
dilutive convertible preferred shares. If the required dividends to be declared on convertible
preferred shares divided by the number of equivalent common shares, assuming such shares are
converted would decrease the basic EPS, then such convertible preferred shares would be deemed
dilutive. Where the effect of the assumed conversion of the preferred shares and the exercise of all
outstanding options have anti-dilutive effect, basic and diluted EPS are stated at the same amount.

Foreign Currency Transactions and Translations

The functional currency of each of the entities in the Group is the Philippine Peso, except for the
FCDU of EWBC. Philippine Peso is also the presentation currency of the consolidated financial
statements. Transactions denominated in foreign currencies are recorded in Philippine Peso based
on the exchange rates prevailing at the transaction dates. Foreign currency denominated monetary
assets and liabilities are translated to Philippine Peso at closing exchange rates prevailing at the
reporting date. Foreign exchange differentials between rate at transaction date and rate at
settlement date or reporting date of foreign currency denominated monetary assets or liabilities are
credited to or charged against current operations.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates as at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using the exchange rates at the date
when the fair value was determined.

FCDU

As of reporting date the assets and liabilities of FCDU of EWBC are translated into its
presentation currency (the Philippine Peso) at Philippine Dealing System (PDS) closing rate
prevailing at the reporting date, and its income and expenses are translated at PDS weighted
average rate (PDS WAR) for the year. Exchange differences arising from translation are taken
directly to a separate component of other comprehensive income under ‘Translation adjustment.’
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Segment Reporting

The Group’s operating businesses are organized and managed separately according to the nature
of the products and services provided, with each segment representing a strategic business unit
that offers different products and serves different markets. Financial information on business
segments is presented in Note 34 to the consolidated financial statements.

Fiduciary Activities

Assets and income arising from fiduciary activities together with related undertakings to return
such assets to customers are excluded from the consolidated financial statements where the EWBC
acts in a fiduciary capacity such as nominee, trustee or agent.

Provisions

A provision is recognized when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. If the effect of the time value of money is material, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessment
of the time value of money and, where appropriate, the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of time is recognized as
interest expense.

Contingencies
Contingent liabilities are not recognized in the consolidated financial statements. They are

disclosed unless the possibility of an outflow of resources embodying economic benefits is
remote. Contingent assets are not recognized in the consolidated financial statements but are
disclosed when an inflow of economic benefits is probable.

Events After the Reporting Date

Post year-end events that provide additional information about the Group’s position at the
reporting date (adjusting events) are reflected in the consolidated financial statements. Post year-
end events that are not adjusting events are disclosed when material in the notes to the
consolidated financial statements (see Note 42).

Significant Accounting Judgments, Estimates and Assumptions

The preparation of the accompanying consolidated financial statements in compliance with PFRS
requires management to make judgments, estimates and assumptions that affect the amounts
reported in the consolidated financial statements and accompanying notes. Future events may
occur which can cause the assumptions used in arriving at those estimates to change. The effects
of any changes in estimates will be reflected in the consolidated financial statements as they
become reasonably determinable. Estimates and judgments are continually evaluated and are
based on historical experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances.

Judgments
In the process of applying the Group’s accounting policies, management has made the following

judgments, apart from those involving estimations, which have the most significant effect on the
amounts recognized in the consolidated financial statements:

a. Real Estate Revenue Recognition

Selecting an appropriate revenue recognition method for a real estate sale transaction requires
certain judgments based on, among others:
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e Buyers’ commitment on sales which may be ascertained through the significance of the
buyers’ initial downpayment; and

o Stage of completion of the project development determined based on cost-to-cost method.

Operating Lease Commitments - the Group as Lessor

The Group has entered into various property leases on its investment properties portfolio. The
Group has determined that it retains all significant risks and rewards of ownership on these
properties which are leased out on operating leases. Rent income from investment properties
amounted to 1.6 billion in 2010, 1.4 billion in 2009 and £1.3 billion in 2008.

Operating Lease Commitments - the Group as Lessee

The Group has entered into various leases for its occupied offices. The Group has determined
that all significant risks and rewards of ownership are retained by the respective lessors on
offices it leases under operating leases. Rent expense recognized in the consolidated financial
statements amounted to £301.4 million in 2010, £272.3 million in 2009 and £187.9 million in
2008.

Determining Classification of Investment in Club Project

Being a real estate developer, the Group determines how investment in club project shall be
accounted for. In determining whether this shall be accounted for as inventories or as
financial instruments, the Group considers its role in the development of the Club and its
intent for holding the related club shares.

The Group classifies such shares as inventories when the Group acts as the developer and its
intent is to sell the developed property.

As of December 31, 2010 and 2009 and January 1, 2009, the carrying value of the Group’s
investment in club projects amounted to 1.0 billion, 755.6 million and £747.6 million,
respectively (see Note 10).

Classification of HTM Investments

The Group follows the guidance of PAS 39 on classifying nonderivative financial assets with
fixed or determinable payments and fixed maturity as HTM investments. This classification
requires significant judgment. In making this judgment, the Group evaluates its intention and
ability to hold such investments to maturity. If the Group fails to keep these investments to
maturity other than in certain specific circumstances, for example, selling an insignificant
amount close to maturity, it will be required to reclassify the entire portfolio to AFS financial
assets. The financial assets would therefore be measured at fair value and not at amortized
cost.

In 2009, EWBC participated in a debt exchange program for certain HTM investments.
Accordingly, EWBC reclassified its entire HTM portfolio to AFS investments. Total
amortized costs of HTM investments reclassified to AFS financial assets amounted to

B5.9 billion. The fair value of HTM investments at the date of reclassification amounted to
P6.1 billion (see Note 12).

Distinction Between Investment Properties and Owner-Occupied Properties

The Group determines whether a property qualifies as investment property. In making its
judgment, the Group considers whether the property generates cash flows largely independent
of the other assets held by an entity. Owner-occupied properties generate cash flows that are
attributable not only to property but also to the other assets used in the production or supply
process.
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When properties comprise a portion that is held to earn rentals or for capital appreciation and
another portion is held for use in the production or supply of goods or services or for
administrative purpose, and these portions cannot be sold separately, the property is accounted
for as investment property only if an insignificant portion is held for use in the production or
supply of goods or services or for administrative purposes. Judgment is applied in
determining whether ancillary services are so significant that a property does not qualify as
investment property. The Group considers each property separately in making judgment.

As of December 31, 2010 and 2009, the carrying value of the Group’s investment properties
amounted to £30.4 billion and £27.6 billion, respectively (see Note 15). As of December 31,
2010 and 2009, the carrying value of property and equipment amounted to £5.6 billion and
4.4 billion, respectively (see Note 16).

Functional Currency

PAS 21, The Effects of Changes in Foreign Currency Rates, requires management to use its
judgment to determine the entity’s functional currency such that it most faithfully represents
the economic effects of the underlying transactions, events and conditions that are relevant to
the entity. In making this judgment, the Group considers the following:

a) the currency that mainly influences sales prices and services (this will often be the
currency in which sales prices and services are denominated and settled);

b) the currency in which funds from financing activities are generated; and

c) the currency in which receipts from operating activities are usually retained.

The Group determined that the FCDU’s functional currency is USD.

Management’s Use of Estimates

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are discussed below:

a.

Fair valuation in business combination

In 2010, in relation with FLI’s acquisition of the 40% share in CPI and 40% share in FAPI
which resulted to business combination (see Note 4), the Group hired the services of an
independent valuer to determine the fair values of CPI’s investment properties, both existing
and under construction, and FAPI’s inventories. The independent appraiser used the income
approach using discounted cash flow model.

Major assumptions used in the cashflows include rental rates and vacancy allowances and the
discount rate. Discount rate used is 14% determined using capital asset pricing model while
escalation of rental rates is assumed to be 5% per annum. Major assumptions used in the
cashflows of FAPI’s inventories include inventory selling price escalation and remaining
development cost and the discount rate. Discount rate used is 13.5% determined using the
capital asset pricing model. Escalation of real estate inventory prices is assumed to be 5%
annually and club share prices at 5% every two years.

For the purpose of equity valuation of CPI, the independent valuers also determined the fair
values of the additional facilities to be constructed in the future using the income approach
following the discounted cash flows model. Major assumptions used in the cashflows include
the estimation of development costs, soft cost, development profit, market rent, annual
escalation and vacancy allowance. Discount rate used is 14.5% determined using capital asset
pricing model. For the purpose of equity valuation of FAPI, the same major assumptions were
used for the cashflows of FAPI’s inventories as discussed above.



231 -

b. Change in percentage estimate on when the buyer’s investment on certain projects is
considered qualified for revenue recognition on real estate sales
Effective January 1, 2010, the Group changed its percentage estimate on when the buyer’s
investment in certain projects is considered adequate to meet the condition that it is probable
that economic benefits will flow to the Group and warrant revenue recognition. Prior to 2010,
the Group has estimated that this was considered to be at least 20% payment of the total
selling price received from the buyer. The recent change in the Group’s business focus on low
to middle income segment, experience over the past years, and information gathered that other
industry players are adopting the same threshold, prompted the Group to revisit and
accordingly revise the estimate from 20% to 10% payment of the total selling price. It is at
this level of investment that it is highly probable that the buyer will commit to the sale
transaction, and thus, it is probable that economic benefits will flow to the Group. The change
in estimate increased the sale of lots, condominium and residential units and club shares by
P1.1 billion and net income by £221.9 million for the year ended December 31, 2010.

¢.  Fair Value of Financial Assets and Liabilities
PFRS requires certain financial assets and liabilities to be carried at fair value, which requires
use of extensive accounting estimates and judgments. While significant components of fair
value measurement were determined using verifiable objective evidence (i.e. foreign exchange
rates, interest rate and volatility rates), the amount of changes in fair value would differ due to
usage of different valuation methodology. Any changes in fair value of these financial assets
and liabilities would affect directly the consolidated statement of income and other
comprehensive income.

d. Impairment of Loans and Receivables
The Group reviews its nonperforming loans and receivables, other than cash and cash
equivalents, at each reporting date to assess whether an allowance for impairment should be
recorded in the consolidated statement of income. In particular, judgment by management is
required in the estimation of the amount and timing of future cash flows when determining the
level of allowance required. Such estimates are based on assumptions about a number of
factors and actual results may differ, resulting in future changes to the allowance.

In addition to specific allowance against individually significant loans and receivables, other
than cash and cash equivalents, the Group also makes a collective impairment allowance
against exposures which, although not specifically identified as requiring a specific allowance,
have a greater risk of default than when originally granted. This collective allowance is based
on any deterioration in the internal rating of the loan or investment since it was granted or
acquired. These internal ratings take into consideration factors such as any deterioration in
country risk, industry, and technological obsolescence, as well as identified structural
weaknesses or deterioration in cash flows.

As of December 31, 2010 and 2009, the loans and receivables, other than cash and cash
equivalents, of the Group amounted to £50.5 billion and £43.7 billion, respectively, net of
allowance for impairment and credit losses amounting to £3.6 billion and £3.4 billion as of
December 31, 2010 and 2009, respectively (see Notes 6, 7, 8 and 9).

e. Impairment of AFS Financial Assets
The Group treats AFS financial assets as impaired when there has been a significant or
prolonged declined in the fair value below its cost or where other objective evidence of
impairment exists. The determination of what is ‘significant’ or ‘prolonged’ requires
judgment. The Group treats ‘significant’ generally as 20% more of the original cost of
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investment, and ‘prolonged’ generally as greater than 12 months. In addition, the Group
evaluates other factors, including normal volatility in share price for quoted equities and the
future cash flows and the discount factors for unquoted equity instruments.

As of December 31, 2010 and 2009, the quoted AFS financial assets of the Group amounted to
£16.2 billion and £15.8 billion, respectively (see Note 12).

Fair Values of Derivatives

The fair values of derivatives that are not quoted in active markets are determined using
valuation techniques. Where valuation techniques are used to determine fair values, they are
validated and periodically reviewed by qualified personnel independent of the area that
created them. All models are reviewed before they are used, and models are calibrated to
ensure that outputs reflect actual data and comparative market prices. To the extent practical,
models use only observable data, however areas such as credit risk (both own and
counterparty), volatilities and correlations require management to make estimates. Changes in
assumptions about these factors could affect reported fair value of financial instruments.

As of December 31, 2010 and 2009, derivative liabilities included in other payables amounted
to £35.4 million and £43.0 million (see Note 20).

Valuation of Unquoted Equity Investments
Valuation of unquoted equity investments is normally based on one of the following:

e recent arm’s length market transactions;

e current fair value of another instrument that is substantially the same;
the expected cash flows discounted at current rates applicable for terms with similar terms
and risk characteristics; or

e other valuation models.

The determination of the cash flows and discount factors for unquoted equity investments
requires significant estimation. The Group calibrates the valuation techniques periodically
and tests them for validity using either prices from observable current market transactions in
the same instrument or from other available observable market data.

As of December 31, 2010 and 2009, unquoted AFS equity instruments amounted to
£314.1 million and £166.3 million, respectively (see Note 12).

Impairment of Sugar and Molasses Inventories

Net realizable values of inventories are assessed regularly based on the prevailing selling
prices of inventories less the estimated costs necessary to sell. Increase in the net realizable
values will increase the carrying amount of inventories but only to the extent of their original
acquisition costs.

The net realizable values of sugar and molasses inventories amounted to 161.0 million and
£296.8 million as of December 31, 2010 and 2009, respectively (see Note 11).

Estimating Useful Lives of Investment Properties and Property and Equipment

The Group estimates the useful lives of its investment properties and property and equipment
based on the period over which these assets are expected to be available for use. The
estimated useful lives of investment properties and property and equipment are reviewed at
least annually and are updated if expectations differ from previous estimates due to physical
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wear and tear and technical or commercial obsolescence on the use of these assets. It is
possible that future results of operations could be materially affected by changes in estimates
brought about by changes in factors mentioned above.

The carrying value of investment properties amounted to £30.4 billion and £27.6 billion as of
December 31, 2010 and 2009, respectively (see Note 15). The carrying value of property and
equipment amounted to £5.6 billion and £4.4 billion as of December 31, 2010 and 2009,
respectively (see Note 16).

Estimating Pension Obligation and Other Retirement Benefits

The determination of the Group’s obligation and cost for pension and other retirement benefits
is dependent on selection of certain assumptions used by actuaries in calculating such
amounts. Those assumptions are described in Note 28 and include among others, discount
rates, expected returns on plan assets and rates of salary increase. While the Group believes
that the assumptions are reasonable and appropriate, significant differences in actual
experience or significant changes in assumptions materially affect retirement obligations.

As of December 31, 2010 and 2009, subsidiaries with net retirement liability position has
outstanding liability amounting to £186.7 million and £158.9 million, respectively, and
subsidiary with net retirement asset position has net assets of £29.3 million and £43.0 million,
respectively.

Evaluation of Impairment on Goodwill

Goodwill is tested for impairment annually and when circumstances indicate that the carrying
value may be impaired. The Group’s impairment test for goodwill is based on value-in-use
calculations that use a discounted cash flow model.

The cash flows are derived from the forecast as approved by the management and do not
include restructuring activities that the Group is not yet committed to or significant future
investments that will enhance the asset base of the cash generating unit being tested. The
recoverable amount is most sensitive to the discount rates used as well as the expected future
cash-inflows and the growth rate. In addition, the projected cash flows for EWBC value in
use is also sensitive to interest margins.

Goodwill from acquisition of PSHC and subsidiaries:

The forecast period is five (5) years and the cash flows beyond 5 years are included in the
terminal value. The pre-tax discount rate used is 8.88% and 9.60% as of December 31, 2010
and 2009, respectively, determined using capital asset pricing model. The discount rates are
based on the yield of government bonds applicable to the term of forecast as of the valuation
date adjusted to reflect the current market assessment of the risk specific to the cash
generating units.

The growth rate used beyond the forecast period for the cash-generating unit was 3.75% as of
December 31, 2010 and 2009. Growth rate beyond the forecast period is based on historical
sugar industry growth rate which is below the forecasted industry growth rate.

Goodwill from merger of EWBC with AIGPASB, PAFLI and PFLHI:

EWBC has used the cost of equity as the discount rate for the value-in-use (VIU) computation.
EWBC determined the cost of equity using capital asset pricing model. The pre-tax discount
rate used is 12%.
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Future cash flows from the business are estimated based on the theoretical annual income of
the cash generating units. Average growth rate of 5% was derived from the average increase
in annual income during the last 5 years.

Goodwill from acquisition of 40% share of CPI

The pre-tax discount rate used in 2010 is 14.5%. The discount rates used are based on the
yield of government bonds applicable to the term of forecast as of the valuation date adjusted
to reflect the current market assessment of the risk specific to the cash-generating units.

The growth rates used beyond the forecast period for different cash-generating units range
from 5% to 10%.

The Group did not recognize any impairment on its goodwill in 2010, 2009 and 2008. The
remaining carrying value of goodwill amounted to £11.3 billion and £11.0 billion as of
December 31, 2010 and 2009, respectively.

Deferred Tax

The Group reviews the carrying amounts of deferred taxes at each reporting date and reduces
deferred tax assets to the extent that it is no longer probable that sufficient taxable profit will
be available to allow all or part of the deferred tax assets to be utilized. However, there is no
assurance that the Group will generate sufficient taxable profit to allow all or part of its
deferred tax assets to be utilized.

The carrying value of recognized net deferred tax assets amounted to £1.9 billion and
£1.7 billion as of December 31, 2010 and 2009, respectively.

The deductible temporary differences for which no deferred tax assets were recognized
amounted to £25.9 million and £49.0 million as of December 31, 2010 and 2009, respectively
(see Note 33).

. Evaluation of Impairment on Nonfinancial Assets

The Group reviews subdivision lots, condominium and residential units for sale, land and land
development, property and equipment, investment properties and other assets for impairment
of value. This includes considering certain indications of impairment such as significant
change in asset usage, significant decline in asset’s market value, obsolescence or physical
damage of an asset, plans of discontinuing the real estate projects, significant negative
industry or economic trends. If such indications are present, and where the carrying amount of
the asset exceeds its recoverable amount, the asset is considered impaired and is written down
to recoverable amount. The recoverable amount is calculated as the higher of the asset’s fair
value less cost to sell, or its value in use. The fair value less cost to sell is the amount
obtainable from the sale of an asset in an arm’s length transaction while value in use is the
present value of estimated future cash flows expected to arise from the nonfinancial assets.
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Recoverable amounts are estimated for individual assets or, if it is not possible, for the cash-
generating unit to which the asset belongs. The carrying values of the Group’s nonfinancial
assets as of December 31 follow:

2010 2009
(In Thousands)

Subdivision lots, condominium and residential units for
sale (Note 10) P18,388,109 £13,802,403
Land and land development (Note 13) 20,243,153 19,904,313
Investment properties (Note 15) 30,402,410 27,600,439
Property and equipment (Note 16) 5,582,176 4,438,041
Software and other intangible assets (Note 17) 459,077 407,902

n. Contingencies
The Group is currently involved in various legal proceedings. The estimate of the probable
costs for the resolution of these claims has been developed in consultation with outside
counsel handling the defense in these matters and based upon analysis of potential results.
The Group currently does not believe these proceedings will have material effect on the
Group’s financial position. It is possible, however, that future results of operations could be
materially affected by changes in the estimates or in the effectiveness of the strategies relating
to these proceedings (see Note 31).

4. Business Combination and Goodwill

The rollforward analysis of Group’s goodwill follows:

2010 2009

(In Thousands)
Balance at beginning of year £11,002,564 £10,233,522
Acquisitions 326,553 769,042
Balance at end of year P11,329,117 211,002,564

Acquisition of CPI and FAPI

On February 8, 2010, FLI acquired the remaining 40% interests in CPI from Africa-Israel
Properties (Phils.), Inc. (AIPPI) and FAPI from Africa-Israel Investments (Phils.), Inc. (AIIPI) to
obtain control from the previous joint ventures. Prior to the acquisition, FLI accounted for its
investments in the joint ventures under the proportionate consolidation. The acquisition resulted
in CPI and FAPI becoming wholly-owned subsidiaries of FLI. The acquisition of the joint
ventures’ interests was accounted for as business combination.

Below are the details of the business combination transactions:
a.) Acquisition of CPI

Cash paid by FLI to AIPPI for the remaining 40% share in CPI amounted to £780.0 million.
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Goodwill on the business combination of CPI is determined as follows (in thousands):

Amount of consideration for the 40% interest acquired £780,000
Add acquisition date fair value of previously held 60% interest 2,932,947
Less acquisition date fair value of net identifiable assets 3,386,394
Goodwill B326,553

The goodwill recognized amounting to £326.6 million comprises the expected cash flows
from future expansion of CPI operations. The acquisition of the remaining interest in CPI will
enable the Group to consolidate its share in the strong and stable recurring revenue streams
from CPI as well as provide incremental development potential to the Group’s existing
revenue streams. With a more diversified portfolio, the Group expects to generate a more
stable recurring revenue from its retail and office investment properties. These recurring
revenues can, in turn, be used to provide internally generated funding for other projects.

The increase in the fair value of the previously held 60% interest in CPI over the carrying
amount at acquisition date of £343.2 million is included in the consolidated statements of
income for the year ended December 31, 2010 as “Gain from remeasurement of previously
held interest”.

Acquisition date fair values of net identifiable assets follow (in thousands):

Cash and cash equivalents B453,537
Receivables from tenants 69,386
Other receivables 29,612
Other current assets 23,276
Investment properties and property and equipment 4,180,000
Accounts payable and accrued expenses (260,978)
Income tax payable (3,009)
Reservation fee and other deposits (26,144)
Security deposits (103,426)
Loans payable (908,000)
Deferred tax liabilities - net (67,860)
Acquisition date fair value of net identifiable assets £3,386,394

The gross contractual amount of CPI’s receivables amounted to £114.9 million. All
contractual cash flows are expected to be collected.

Prior to business combination, FLI had existing receivable from CPI of £41.9 million which
was settled outside the business combination. This did not have any impact on the cost of
acquisition and resulting goodwill.

From the date of acquisition, CPI has contributed £431.9 million of revenue and other income
and £283.1 million to net income of the Group. If the combination had taken place at the
beginning of the year, contributions to revenue and other income would have been

£480.7 million, while contributions to net income would have been 308.4 million.
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b.) Acquisition of FAPI

Cash paid by the FLI to AIIPI for the remaining 40% share in FAPI amounted to
P£383.2 million.

Excess of fair value of net identifiable assets over the consideration paid on the business
combination of FAPI follows (in thousands):

Amount of consideration for the 40% interest acquired P383,226
Add acquisition date fair value of previously held 60% interest 744,505
Less acquisition date fair value of net identifiable assets 1,136,789
Excess of fair value of identifiable net assets over consideration £9,058

Excess of fair value of net identifiable assets over the consideration paid is shown as a
separate line item in the consolidated statements of income.

The increase in fair value of previously- held 60% interest in FAPI over the carrying amount
at acquisition date of £174.0 million is included in the consolidated statements of income for
the year ended December 31, 2010 as “Gain from remeasurement of previously held interest in
a business combination”.

Acquisition date fair values of the identifiable assets follow (in thousands):

Cash and cash equivalents P152,782
Contracts receivable 229,719
Due from a related party 103,222
Other receivables 24,520
Real estate inventories 1,360,000
Other assets 7,742
Accounts payable and accrued expenses (403,263)
Loans payable (250,000)
Deferred tax liabilities (87,933)
Acquisition date fair value of net identifiable assets £1,136,789

The gross contractual amount of FAPI’s receivables amounted to £315.1 million. All
contractual cash flows are expected to be collected.

Prior to business combination, FLI had existing receivables from FAPI of £104.1 million
which was settled outside the business combination. This did not have any impact on the cost
of acquisition and resulting excess of fair value of identifiable net assets over consideration.

From the date of acquisition, FAPI has contributed £393.0 million of revenue and other
income and £100.0 million to net income of the Group. If the combination had taken place at
the beginning of the year, contributions to revenue and other income would have been

£396.1 million, while contributions to net income would have been 101.2 million.
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Net cash payments for the business combinations with CPI and FAPI are shown below
(in thousands):

Cash consideration paid for:

CPI £780,000
FAPI 383,226
1,163,226
Cash and cash equivalents acquired from:
CPI (181,415)
FAPI (61,113)
£920,698

Total gain from remeasurement of previously-held interests in CPI and FAPI amounted to
P517.2 million, shown as part of ‘Revenue and Other Income’ in the consolidated statements of
income.

Had CPI and FAPI been consolidated from January 1, 2010, the consolidated revenues and other
income would have been £22.2 billion, while the consolidated net income would have been
5.0 billion.

All transaction costs related to the business combination were paid by previous owners. None of
the goodwill recognized is expected to be deductible for income tax purposes.

Business combination prior to January 1, 2010

Acquisition of AIGPASB, PAFLI and PFLHI and eventual merger with EWBC.

On January 23, 2009, EWBC, AIG and certain AIG subsidiaries, including The Philippine
American Life and General Insurance Company and AIG Consumer Finance Group, entered into a
Share Sale Agreement for EWBC to acquire all of the shares of AIGPASB, PAFLI and PFLHI
(collectively referred to as ‘AIGPASB Group’).

On March 12, 2009, a Deed of Absolute Sale of Shares was executed between EWBC and each
respective Seller. As of this date, the EWBC effectively obtained control of AIGPASB, PAFLI
and PFLHI, thus, was determined to be the acquisition date.

The fair values of the identifiable assets and liabilities acquired at the date of acquisition are as
follows:

Fair value
recognized Carrying
on acquisition Value
(In Thousands)

Assets
Cash and other cash items £48,639 £48,639
Due from BSP 502,356 502,356
Due from other banks 783,139 783,139
IBLR and SPURA 895,000 895,000
AFS financial assets 46,248 46,248
HTM investments 561,408 548,304
Loans and receivables 8,046,461 8,046,625
Property and equipment 41,576 41,576

(Forward)
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Fair value
recognized Carrying
on acquisition Value
(In Thousands)

Investment properties P18,345 P18,345
Deferred tax assets 238,812 264,041
Intangible assets (other than goodwill) 195,059 -
Other assets 79,459 133,764
P11,456,502 P11,328,037

Liabilities
Deposit liabilities 8,702,713 8,554,923
Bills payable 800,000 800,000
Manager’s checks 95,692 95,692
Accrued taxes, interest and other expenses 134,272 136,639
Other liabilities 274,266 274,266

£10,006,943 £9,861,520

The acquisition resulted in goodwill determined as follows (in thousands):

Total cost of acquisition £2,218,601
Less: Fair value of net assets acquired 1,449,559
Goodwill P769,042

Cash flow on acquisition follows (in thousands):

Cash and cash equivalents £2,229,134
Cash paid 2,172,004
Net cash inflow £57,130

The cost of acquisition is composed of £2.2 billion cash payment and 46.6 million incidental cost
related to acquisition composed of legal, audit and other professional fees which were capitalized
by EWBC.

On March 27, 2009, the Plan of Merger was made and executed among EWBC, AIGPASB,
PAFLI and PFLHI (collectively referred to as the “Constituent Companies”). Considering that
AIGPASB, PAFLI and PFLHI are wholly-owned subsidiaries of EWBC, their respective BOD
and stockholders deemed it necessary and advisable to merge the Constituent Companies into one.

EWBC remained as the surviving corporation in order that branding leverage and greater
efficiency, consolidation and economy in the management and operations of all the Constituent
Companies may be achieved to their and their stockholders’ advantage and welfare. The
Constituent Companies have agreed that their respective net worth as of March 12, 2009 shall be
the basis for the purpose of the Merger.

On March 31, 2009, EWBC, AIGPASB, PAFLI and PFLHI signed and executed the Articles of
Merger.

The merger was approved by the BSP and the SEC on August 6, 2009 and September 3, 2009,
respectively.
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If the business combination had taken place at the beginning of the year, the Group’s net income
before tax would have increased by £2.5 million.

Cash and Cash Equivalents

This account consists of:

2010 2009

(In Thousands)
Cash on hand and in other banks P4,355,397 27,169,504
Due from BSP 11,556,018 6,322,227
IBLR and SPURA 2,598,621 8,933,100

P18,510,036 22,424,831

Cash in bank earns interest at the respective bank deposit rates. Short-term deposits are made for
varying periods of up to three months depending on the immediate cash requirements of the Group
and earn interest at the respective short-term deposit rates.

There is no cash restriction on the Group’s cash balances as of December 31, 2010 and 2009.

Loans and Receivables - Financial and Banking Services

Loans and receivables of the financial and banking services consist of’

2010 2009
(In Thousands)

Corporate lending £16,998,199 211,840,119
Consumer lending 19,041,554 17,055,655
Small business lending 3,247,380 3,400,588
Residential mortgages 3,408,869 3,142,238
Other receivables 1,717,321 1,985,826
44,413,323 37,424,426

Less unearned discounts 1,487,976 1,318,497
42,925,347 36,105,929

Less allowance for impairment and credit losses 3,480,474 3,272,172

P39.444,873 P32,833,157

Other receivables include unquoted debt securities amounting to £223.7 million and
£505.4 million as of December 31, 2010 and 2009, respectively.

Credit card receivables, under consumer lending, amounted to £10.5 billion and £9.3 billion
as of December 31, 2010 and 2009, respectively.

Interest income from loans and receivables in 2010, 2009 and 2008 amounted to £4.5 billion,
£3.9 billion and £2.2 billion, respectively.
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A reconciliation of allowance for impairment and credit losses for loans and receivables per class
follows (amounts in thousands):

2010
Corporate Consumer Residential Small business

Lending Lending Mortgages lending Others Total

Balances at beginning of year £900,929 £1,997,953 P2,453 P28,187 P343,250 3,272,772
Provision for credit losses 345,034 1,010,918 - - 223,748 1,579,700
Write-off (54,529) (1,300,072) - - (1,862) (1,356,463)
Interest accrued on impaired loans (15,535) = = = = (15,535)
Balances at end of year P1,175,899 £1,708,799 P2,453 P28,187 P565,136 P3,480,474
Specific impairment £941,857 - - - - £941,857
Collective impairment 234,042 1,708,799 2,453 28,187 565,136 2,538,617
P1,175,899 £1,708,799 P2,453 P28,187 P565,136 P3,480,474

Gross amount of individually impaired
loans £1,809,063 o o o o £1,809,063
2009
Corporate Consumer Residential ~ Small business

Lending Lending Mortgages lending Others Total

Balances at beginning of year £773,855 £228,970 £9,340 £46,650 £459,080 £1,517,895
Provision for credit losses 133,275 1,193,012 (6,887) (18,463) (115,830) 1,185,107
Acquired from merger - 690,054 - - - 690,054
Write-off - (114,083) - - - (114,083)
Interest accrued on impaired loans (6,201) - - - - (6,201)
Balances at end of year £900,929 £1,997,953 P£2,453 P28,187 343,250 P3,272,772
Specific impairment P£780,888 P- P- P- P- £780,888
Collective impairment 120,041 1,997,953 2,453 28,187 343,250 2,491,884
£900,929 £1,997,953 P£2,453 P28,187 343,250 P3,272,772

Gross amount of individually impaired

loans £1,026,473 P- P- P- P- £1,026,473

The following is a reconciliation of the individual and collective allowances for impairment losses
on loans and receivables:

2010 2009
Specific Collective Specific Collective

Impairment Impairment Total  Impairment  Impairment Total
Balances at beginning of year £780,888  £2,491,884  £3,272,772 P743,842 P774,053  P1,517,895
Provision for credit losses 231,033 1,348,667 1,579,700 43,247 1,141,860 1,185,107
Acquired from merger - - - - 690,054 690,054
Write-off (54,529) (1,301,934)  (1,356,463) - (114,083) (114,083)
Interest accrued on impaired loans (15,535) - (15,535) (6,201) - (6,201)
Balances at end of year £941,857 $2,538,617 £3,480,474 P780,888  $£2,491,884  P3,272,772
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Loans and Receivables - Real Estate Operations

Loans and receivables from real estate operations consist of:

December 31,2010 December 31, 2009 January 1, 2009
Due Within  Due After Due Within Due After Due Within Due After
One Year  One Year Total One Year One Year Total One Year One Year Total
(In Thousands)
Contracts receivable P1,468,128 P5372,581 P6,840,709 P2,275274 P4,113,494 P6,388,768 2,740,978 P3,889,298 £6,630,276
Receivable from government and
other financial institutions 1,019,744 - 1,019,744 1,185,679 — 1,185,679 1,201,818 — 1,201,818
Advances to contractors, officers
and employees 812,045 183 812,228 517,677 - 517,677 779,509 1,511 781,020
Advances to joint venture partners 634,430 - 634,430 780,780 - 780,780 446,717 - 446,717
Receivables from tenants 414,083 18,934 433,017 274,152 62,703 336,855 253,890 58,654 312,544
Receivables from sale of
condominium units and club
shares 344,508 - 344,508 86,472 108,065 194,537 176,056 155,664 331,720
Receivables from investors in
projects 241,516 - 241,516 339,373 230,685 570,058 929,640 61,511 991,151
Receivable from sale of joint
venture lots 236,868 - 236,868 89,934 - 89,934 73,174 87,540 160,714
Due from related parties (Note 23) 210,605 - 210,605 198,285 - 198,285 108,101 - 108,101
Receivables from homeowners
association 170,146 - 170,146 182,390 - 182,390 166,347 - 166,347
Others 114,937 - 114,937 178,420 26,075 204,495 209,170 7,709 216,879
5,667,010 5,391,698 11,058,708 6,108,436 4,541,022 10,649,458 7,085,400 4,261,887 11,347,287
Less allowance for doubtful
accounts 158,921 — 158,921 143,498 — 143,498 143,347 — 143,347
£5,508,089 $£5,391,698 £10,899,787 $5,964,938 P£4,541,022 P10,505,960 £6,942,053 P£4,261,887 £11,203,940

Contracts receivable are collectible over varying periods within 2 to 10 years. These receivables
arising from real estate sales are collateralized by the corresponding real estate properties.

Receivables from government and financial institutions arose from bank and government financed
real estate sales. These are collectible within one year.

Interest income recognized from collections on contracts receivable amounted to £360.6 million,
£251.0 million and £254.0 million in 2010, 2009 and 2008, respectively (see Note 26). Interest
rates on contracts receivable range from 11.5% to 19% per annum in 2010, 2009 and 2008.

The Group entered into various agreements with financial institutions whereby the Group sold its
contracts receivable with a provision that the Group should buy back these receivables when
certain conditions happen like in case these receivables become overdue for two to three
consecutive months, when the contract to sell has been cancelled, when the accounts remain
outstanding after the lapse of 5-year holding period, when property covering the receivables
becomes subject of complaint or legal action and the account’s interest rate becomes lower than
the financial institution’s interest rate. The proceeds from the sale were used to fund development
and construction of various projects.

The Group retains the sold receivables in the ‘Contracts receivable’ account and records the
proceeds from these sales as ‘Liabilities on receivables sold to banks’ included in the ‘ Accounts
payable and accrued expenses’ account amounting to 1.8 billion and £2.2 billion as of
December 31, 2010 and 2009, respectively (see Note 20).

Interest paid on the loans obtained from discounting receivables amounted to £99.3 million,
£166.0 million, and £143.9 million in 2010, 2009 and 2008, respectively.
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The Group has a mortgage insurance contract with Home Guaranty Corporation, a government
insurance company, for a retail guaranty line over a period of 20 years starting October 1, 1988
and renewable annually. In October 2010, additional £4.0 billion retail guaranty line was granted
to the Group. As of December 31, 2010 and 2009, the guaranty line amounted to £10.0 billion
and £6.0 billion, respectively, and the contracts covered by the guaranty line amounted to

£3.7 billion and £4.7 billion, respectively, including receivables sold with buy back provisions.
The remaining 1.9 billion guaranty line was not yet utilized by the Group as of December 31,
2010.

“Advances to joint venture partners” are ordinary advances which are normally offset against the
share of the joint venture partners from sale of the joint venture properties.

“Advances to contractors, officers and employees” represent downpayment to contractors which
are usually offset against future billings and advances for project costs, marketing activities, travel
and other expenses arising from the ordinary course of business which are still subject to
liquidation.

“Receivables from tenants” represent charges to tenants for rentals and utilities.

The reconciliations of allowance for impairment losses which pertains to the Group’s receivables
as of December 31, 2010 and 2009 follows:

2010
Receivables
Receivables from Sale of
Total from Tenants Joint Ventures Others
(In Thousands)
Balances at beginning of year P143,498 £67,122 £76,337 P39
Provisions 15,938 15,938 - -
Write-off (515) (515) - -
Balances at end of year P158,921 P82,545 £76,337 P39
2009
Receivables
Receivables from Sale of
Total from Tenants  Joint Ventures Others
(In Thousands)
Balances at beginning of year P143,347 £65,337 £76,337 R1,673
Provisions (reversals) 20,423 20,562 - (139)
Write-off (20,272) (18,777) — (1,495)

Balances at end of year P143,498 B67,122 £76,337 P39




_44 -

8. Loans and Receivables - Sugar Operations

This account consists of:

2010 2009

(In Thousands)
Trade £4,639 P32,706

Advances to:

Sugar planters 88,779 218,019
Suppliers 14,862 59,807
Officers and employees 5,141 6,251
Others 5,098 5,727
118,519 322,510
Less allowance for impairment loss 1,435 9,434
P117,084 P313,076

“Trade receivables” mainly consist of receivables from sugar sales. Buyers are normally granted a
credit period of 30 days.

“Advances to sugar planters” are advances extended to sugar planters for various incentives
(e.g. fertilizers, cash loans, cane points and tractor services). These are offset against the planter’s
share of sales proceeds.

“Advances to suppliers” are down payments made to the suppliers for acquisitions of materials
and supplies, fixed assets and services. These are credited upon full delivery of items and
completion of services rendered by the supplier.

“Advances to officers and employees” represent advances for travel, marketing expense, loans
availed by employees and officers, including educational and car loans and other expenses arising
from ordinary course of business.

“Other receivables” include advances to planters for trucking services and other receivables from
various individuals and entities.

The reconciliation of allowance for doubtful accounts which pertains to the Group’s receivables as
of December 31, 2010, 2009 and 2008 follows:

2010 2009

(In Thousands)
Balance at beginning of year £9,434 P491
Provision during the year 76 8,943
Written off (8,075) -
Balance at end of year £1,435 £9,434

Specific impairment £1,435 £9,434
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9. Loans and Receivables - Hotel Operations
As at December 31, 2010, this account consists of (in Thousands):
2010
Trade B12,672
Advances to officers and employees 1,681
P14,353
Trade receivables pertain to receivables from credit card companies, travel agents and guests.
10. Subdivision Lots, Condominium and Residential Units for Sale
This account consists of:
December 31, December 31, January 1,
2010 2009 2009
(In Thousands)
At cost:
Subdivision lots, condominium and
residential units £17,363,104 P13,046,810 £9,973,237
Investment in club projects 1,025,005 755,593 747,581
£18,388,109 £13,802,403 £10,720,818
11. Sugar and Molasses Inventories
This account consists of:
2010 2009
(In Thousands)
Materials and supplies - at NRV P155,481 P177,438
Sugar and molasses - at cost 5,501 119,327
£160,982 P296,765
Materials and supplies at cost amounting to £75.5 million and £54.9 million as of December 31,
2010 and 2009, respectively, were written down to net realizable value of £67.8 million and
£50.5 million, respectively.
12. Investments in Financial Assets at FVPL and AFS Financial Assets

Financial assets at FVPL of the Group consist of:

2010 2009

(In Thousands)
Government bonds £4,598,465 P1,422,736
Private bonds 14 64,366

P4,598479  P1,487,102
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Financial assets at FVPL include net unrealized loss of £42.3 million as of December 31, 2010
and net unrealized gain of 0.8 million as of December 31, 2009.

AFS financial assets of the Group consist of:

2010 2009
(In Thousands)
Quoted
Government bonds P11,402,634 213,639,662
Private bonds and commercial papers 4,725,060 1,806,825
Equity instruments 70,599 332,391
Unquoted
Equity instruments 314,068 166,300

P16,512,361 P15,945,178

The unrealized gain (loss) on AFS financial assets included under ‘Revaluation reserve on AFS
financial assets’ in other comprehensive income amounted to a total of £232.5 million,
£306.0 million and (B260.0) million as of December 31, 2010, 2009 and 2008, respectively.

Peso-denominated government bonds bear nominal annual interest rates ranging from 4.6% to
17.5% in 2010, 5.4% to 15.8% in 2009 and 5.5% to 14.0% in 2008. US dollar-denominated bonds
bear nominal interest ranging from 4.0% to 10.6% in 2010, 4.2% to 7.3% in 2009 and 4.0% to
10.6% in 2008.

In 2009, EWBC participated in a debt exchange program wherein certain HTM investments due in
2010 and 2011 have been exchanged for bonds with longer maturity of 2019 and 2024.

In accordance with PAS 39, with the sale of certain HTM investments, all of EWBC’s outstanding
HTM investments as of December 31, 2009 were reclassified to AFS investments. EWBC is also
prohibited from classifying securities as HTM investments for the next 2 years.

Interest income on EWBC’s trading and investment securities for the years ended December 31,
2010, 2009 and 2008 follows:

2010 2009 2008

(In Thousands)
AFS financial assets £953,383 P558,891 B411,326
HTM investments - 343,790 119,373
Financial assets at FVPL 116,678 127,222 126,029
£1,070,061 £1,029,903 656,728

EWBC'’s net trading and securities gains for the years ended December 31, 2010, 2009 and 2008
consist of the following:

2010 2009 2008

(In Thousands)
AFS financial assets £1,134,413 £400,340 P£46,381
Financial assets at FVPL 20,843 26,394 78,289

P1,155,256 P426,734 P124,670
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13. Land and Land Development

This account consists of:

2010 2009

(In Thousands)
Land £7,712,097 P7,061,578
Land development 12,531,056 12,842,735

P20,243,153  P19,904,313

Capitalized interest regarded as borrowing costs arising from loans obtained to finance the
Group’s on-going projects that are capitalized as part of ‘Land and Land Development’ account in
the consolidated statements of financial position amounted to £652.4 million and £407.4 million
in 2010 and 2009, respectively. The capitalization rates used follow:

2010 2009
Parent Company 5.7% 6.0%
FLI 5.0% 9.0%
FAI 3.0% 10.0%

As of December 31, 2009, certain parcels of land with carrying values of 2.4 billion, secure the
loans payable of the Parent Company and FAI amounting toR1.5 billion as of December 31, 2009
(see Note 21).

In February 2009, FLI signed a joint venture agreement (the Agreement) with the Cebu City
Government to develop 50.6 hectares of the South Road Properties, a 300-hectare reclaimed land
project located in Cebu City. The Agreement involves:

(a)

(b)

purchase by the Group of 10.6 hectares of the property to be developed into a modern urban
center consisting of residential, office, commercial, hotel and leisure buildings and a public
promenade - a 1 kilometer long waterfront lifestyle strip that will offer a range of seaside
leisure activities. The first and second payments of £348.0 million and £269.5 million were
made to Cebu City Government last March 2009 and February 2010 respectively, with the
balance payable over the next five years.

development of 40 hectares of the property under a profit-sharing arrangement with the
Cebu City Government. The 40 hectares will be developed in four (4) phases over a 20-year
period with the Group contributing the development costs, as well as the marketing and
management services. The Group plans to develop the 40 hectares mainly into clusters of
mid-rise residential buildings and retirement and congregate care complexes.

As of December 31, 2010, no development has started yet on the joint development properties.
The Group expects to turn over the first building for buyer's occupancy by December 2012.

In March 2009, the Group purchased certain parcels of land in Pasig, Metro Manila with aggregate

area of 2 hectares. Purchase price of £149.7 million is payable in seven (7) semi-annual
installments, of which the first payment of 11.2 million has been made in March 2009, upon
signing of the Deed of Absolute Sale. The outstanding balance of the purchase price, which is
included in “accounts payable and accrued expenses” (see Note 20), is secured by a real estate
mortgage over certain properties of the Group located in Alabang, Muntinlupa City, Antipolo,
Rizal, and Marikina.



- 48 -

In May 2010, the Group purchased land in Cainta, Rizal with a purchase price of £623.7 million,
of which £93.6 million was paid in 2010. The Group is committed to pay the remaining portion of
the purchase price as follows: (a) the second downpayment on May 31, 2011 and (b) remaining
balance in monthly installments starting June 30, 2011 until May 31, 2015. As of December 31,
2010, no development has started yet on the property.

In 2010, the total development cost of SRI project in Cebu included in land and land development
amounting to 1.8 billion was reclassified to investment property upon the start of hotel operations
in Cebu. In 2011, the Parent Company plans to transfer the investment property to SRI (see Note

15).

14.

Joint Venture Agreement

The amounts shown below are the Group’s 60% share of the assets, liabilities, income and
expenses of its joint ventures (FAC for 2010 and CPI, FAPI and FAC for 2009) which are
proportionately consolidated into the Group’s financial statements as of and for the years ended
December 31, 2010 and 2009. As discussed in Note 4, FLI acquired the remaining 40% interests
in both CPI and FAPI in February 2010, making them wholly owned subsidiaries of FLI.

2010 2009
(In Thousands)
Assets
Cash and cash equivalents P54,632 P383,678
Contracts receivable - 129,853
Due from related parties - 61,890
Other receivables 14,647 100,240
Real estate inventories - 702,523
Investment properties 951,861 1,687,306
Property and equipment - 895,921
Deferred tax assets 9,394 10,873
Other assets 61,398 69,548
£1,091,932 P4,041,832
Liabilities
Accounts payable and accrued expenses £98,178 B510,747
Due to related parties 468 429
Loans payable 360,000 984,800
Deferred tax liabilities - net - 4,958
P458,646 P1,500,934
Revenues P185,294 £590,940
Costs and expenses 86,088 307,904
Income before income tax 99,206 283,036
Provision for income tax 23,561 45,778
Net income P75,645 £237,258
Cash flows from:
Operating activities P154,227 £362,632
Investing activities (2,179) (120,695)
Financing activities (102,008) (128,429)
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The Group and its joint venture partners have joint control over the above entities despite the
Group’s majority share in the joint ventures’ net assets. This is exhibited by the existence of
special voting right of the joint venture partners in major operating and financial decisions
affecting the joint ventures. In these joint ventures, the decisions require the unanimous consent

of the parties sharing control.

In addition, the Group, in recent years, has preferred to enter into joint venture agreements with
landowners instead of acquiring raw land. The Group’s interests in these joint ventures vary
depending on the value of the land against the estimated development costs. These joint venture
agreements entered into by the Group only relate to the development and sale of subdivision lots,
with certain specified lots allocated to the joint venture partners to be sold on a lot-only basis.

The Group’s joint venture arrangements typically require the joint venture partners to contribute
the land free from any lien, encumbrance and tenants or informal settlers to the project, with the
Group bearing all costs related to land development and the construction of subdivision facilities.
The Group and its joint venture partners then agree on the lot allocation based on joint venture
sharing ratio. Sales and marketing costs are allocated to both the Group and the joint venture
partners, with the joint venture agreements specifying a certain percentage of the contract price of
the lots sold for the joint venture partners as the sales and marketing costs (including commissions
to brokers) attributable to the sale of such lots. However, the Group is responsible for organizing

and conducting actual sales and marketing activities.

15.

Investment Properties

The composition of and movements in this account follow:

2010
Furniture,
Buildings and Fixtures and
Land Improvements Machineries Total
(In Thousands)

Cost
Balances at beginning of year £21,301,306 £7,858,750 B-  P29,160,056
Additions 76,056 531,704 141,100 748,860
Acquisitions from mergers - 762,562 - 762,562
Disposals/reclassifications (88,894) 1,591,456 100,617 1,603,179
Balances at end of year 21,288,468 10,744,472 241,717 32,274,657
Accumulated depreciation and amortization
Balances at beginning of year - 1,320,670 - 1,320,670
Depreciation and amortization (Note 24) - 346,423 30,016 376,439
Disposals/reclassifications - (8,567) - (8,567)
Balances at end of year — 1,658,526 30,016 1,688,542
Accumulated impairment loss
Balances at beginning of year 181,592 57,355 - 238,947
Provision for impairment loss 14,316 - - 14,316
Disposals/reclassifications (25,727) (43,831) — (69,558)
Balances at end of year 170,181 13,524 - 183,705

Net book value P21,118,287

P9,072,422 P211,701 P30,402,410
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2009
Buildings and
Land  Improvements Total
(In Thousands)
Cost
Balances at beginning of year £21,244,929 P7,625,711 £28,870,640
Additions 185,239 270,463 455,702
Acquisitions from mergers 349 - 349
Disposals/reclassifications (129,211) (37,424) (166,635)
Balances at end of year 21,301,306 7,858,750 29,160,056
Accumulated depreciation and
amortization
Balances at beginning of year - 985,865 985,865
Depreciation and amortization (Note 24) - 354,120 354,120
Disposals/reclassifications — (19,315) (19,315)
Balances at end of year - 1,320,670 1,320,670
Accumulated impairment loss
Balances at beginning of year P186,304 P57,455 P243,759
Provision for impairment loss - 619 619
Disposals/reclassifications (4,712) (719) (5,431)
Balances at end of year 181,592 57,355 238,947
Net book value P21,119,714 $6,480,725 27,600,439

The Group’s investment properties include land and buildings utilized in mall operations,
buildings and building improvements, land improvements acquired in settlement of loans and
receivables and other properties held for long-term rental yields and for capital appreciation.

Certain investment properties consisting of real estate properties and land improvements acquired
in settlement of loans and receivables from banking operations were impaired since their carrying
values exceeded the estimated net selling price of these properties. The Group determined the
estimated net selling price on the basis of recent sales of similar properties in the same area of the
investment properties and taking into account the economic conditions prevailing at the time the
Group’s valuations were made. Provision for impairment amounted to £14.3 million, 0.6 million
and £68.3 million in 2010, 2009 and 2008, respectively.

Aggregate fair value of investment properties from real estate operations was determined using the
Market Data Approach for land and Income Approach using discounted cash flow analysis for
buildings. While aggregate fair values of investment properties from financial and banking
services have been determined on the basis of recent sales of similar properties in the same areas
as the investment properties taking into account the economic conditions prevailing at the time the
valuations were made.

In the Market Data Approach, the value of investment properties is based on sales and listings of
comparable property registered within the vicinity. This approach requires establishing
comparable property by reducing reasonable comparative sales and listing to a common
denominator. This is done by adjusting the difference between the subject properties and those
actual sales and listing regarded as comparable. The properties used as basis of comparison are
situated within the immediate vicinity of the subject properties. While in Income Approach, all
expected cash flow from the use of the assets were projected and discounted using the appropriate
discount rate reflective of the market expectations.

The estimated aggregate fair value of land carried at deemed cost amounted to £18.1 billion as of
December 31, 2009 based on a third party appraisal using the market data approach.
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Rental income from investment properties amounted to £1.6 billion in 2010, £1.4 billion in 2009
and 1.3 billion in 2008. Operating expenses arising from investment properties amounted to
P0.6 billion, 1.1 billion and P1.1 billion in 2010, 2009 and 2008, respectively.

16.

Property and Equipment

The rollforward analysis of this account follows:

2010

Furniture

Machinery and Fixtures
Land and and Transportation Communication Leasehold  Construction
Buildings Equipment Equipment Equipment Improvements in Progress Total
(In Thousands)
Cost
Balances at beginning of year 938,413 P1,513,434 P£91,258 P1,064,532 P534,755 2,459,857 $6,602,249
Additions - 24,851 19,165 191,316 206,955 156,408 598,695
Acquisitions from business
combination - - - - - 703,102 703,102
Disposals/adjustments (6,176) - 337 (51,739) - - (58,252)
Reclassifications 257,051 304,642 129 953 - (338,623) 224,152
Balances at end of year 1,189,288 1,842,927 110,215 1,205,062 741,710 2,980,744 8,069,946
Accumulated depreciation
and amortization
Balances at beginning of year 128,075 609,004 61,874 767,010 316,793 281,452 2,164,208
Depreciation and amortization
(Notes 24 and 25) 31,290 128,826 12,517 127,736 56,240 - 356,609
Disposals/adjustments (779) - (337 (31,931) - - (33,047)
Balances at end of year 158,586 737,830 74,054 862,815 373,033 281,452 2,487,770
Net book value 1,030,702 P1,105,097 P£36,161 P342,247 P368,677 £2,699,292 P5,582,176
2009
Furniture
Machinery and Fixtures
Land and and Transportation Communication Leasehold Construction
Buildings Equipment Equipment Equipment  Improvements in Progress Total
(In Thousands)
Cost
Balances at beginning of year P858,168 P1,406,985 77,658 £716,399 P419,978 1,711,726 $5,190,914
Additions 18,065 91,189 13,925 148,988 114,777 853,966 1,240,910
Acquisitions from merger - - - 202,387 - - 202,387
Disposals/adjustments 62,180 15,260 (325) (3,242) — (105,835) (31,962)
Balances at end of year 938,413 1,513,434 91,258 1,064,532 534,755 2,459,857 6,602,249
Accumulated depreciation
and amortization
Balances at beginning of year 114,103 410,612 59,222 515,769 270,630 — 1,370,336
Depreciation and amortization
(Notes 24 and 25) 38,212 138,204 10,844 140,299 46,163 - 373,722
Acquired from merger - - - 143,412 - - 143,412
Disposals/adjustments (24,240) 60,188 (8,192) (32,470) — 281,452 276,738
Balances at end of year 128,075 609,004 61,874 767,010 316,793 281,452 2,164,208
Net book value £810,338 £904,430 £29,384 £297,522 £217,962 P2,178,405 P4,438,041
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17. Other Assets

This account consists of:

2010 2009
(In Thousands)

Input tax P462,623 P661,463
Creditable withholding tax 468,880 404,745
Deposits 356,444 303,752
Capitalized computer software 279,335 219,805
Biological assets 207,682 185,055
Customer relationship and core deposit 179,742 188,097
Deferred charges 107,932 65,858
Prepaid expenses 42,254 44,447
Construction materials and supplies 27,471 28,840
Plan assets 29,271 43,047
Hotel inventories 9,940 -
Others 143,098 456,522

P2,314,672 $£2,601,631

The Group’s biological assets consist of sugarcane crops.

The rollforward analysis of the Group’s biological assets follows:

2010 2009

(In Thousands)
Balance at beginning of year P185,055 P131,319
Additions 175,947 173,323
Costs of sales (153,320) 119,587
Balance at end of year £207,682 P185,055

The following table shows the estimated physical quantities of the Group’s biological assets and
raw sugar production:

2010 2009
Sugarcane crops (in metric tons) 155,097 111,536
Raw sugar (in Lkg) 310,182 206,986

There are no restrictions on the Group’s biological assets as of December 31, 2010 and 2009.

The rollforward analysis of the Group’s customer relationships and core deposits as of
December 31, 2010 and 2009 follows:

2010 2009
(In Thousands)
Balance at beginning of year £188,097 P-
Additions - 195,059
Amortization (8,355) (6,962)

Balance at end of year £179,742 P188,097
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The rollforward analysis of the Group’s capitalized computer software as of December 31, 2010

and 2009 follows:

2010 2009
(In Thousands)
Balance at beginning of the year £219,805 £106,224
Additions 135,980 175,063
Write-off (495) (4,532)
Amortization (75,955) (56,950)
Balance at end of the year £279,335 £219,805

18. Deposit Liabilities

Of the total deposit liabilities of the Group as of December 31, 2010 and 2009, about 61.7% and
64.7%, respectively, are subject to periodic interest repricing. The remaining deposit liabilities
earn annual fixed interest rates ranging from 0.8% to 5.5% and 1.3% to 5.9% in 2010 and 2009,

respectively.

Under existing BSP regulations, non-FCDU deposit liabilities are subject to liquidity reserve
equivalent to 11.0% starting July 15, 2005 (under BSP Circular 491), and statutory reserve of
10.0%. As of December 31, 2010 and 2009, the Group is in compliance with such regulations.

Available reserves as of December 31, 2010 and 2009 follow:

2010 2009

(In Thousands)
COCI £2,027,569 P1,320,113
Due from BSP 3,953,460 6,333,302
£5,981,029 £7,653,415

19. Bills and Acceptances Payable
This account consists of:

2010 2009

(In Thousands)

Borrowings from:

BSP 297,369 £1,944,963
Banks and other financial institutions 60,772 -
Outstanding acceptances 3,000 12,674
P161,141 1,957,637

Bills payable to the BSP, banks and other financial institutions are subject to annual interest with
rates ranging from 2.6% to 4.0% in 2010 and 2.5% to 5.8% in 2009.
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20. Accounts Payable and Accrued Expenses

The details of this account follow:

December 31, December 31, January 1,
2010 2009 2009
Due Within Due After Due Within Due After Due Within Due After
One Year One Year Total One Year One Year Total One Year One Year Total
(In Thousands)
Accounts payable P5,575,700 $1,110,277 $6,685,977 P3,833,780  P1,708,600  £5,542,380  P1,780,050  P1,787,007  $3,567,057
Domestic bills purchased 2,500,335 - 2,500,335 1,094,969 - 1,094,969 780,302 - 780,302
Advances from customers 1,612,170 154,391 1,766,561 2,499,890 - 2,499,890 2,040,451 - 2,040,451
Liabilities on receivables sold
to bank (Note 7) 423,004 1,350,387 1,773,391 533,742 1,689,318 2,223,060 452,905 1,456,066 1,908,971
Accrued interest 525,431 - 525,431 621,541 - 621,541 359,296 - 359,296
Deposits for registration and
insurance 214,411 272,887 487,298 310,145 - 310,145 258,521 - 258,521
Pension liability (Note 28) - 186,665 186,665 - 158,928 158,928 - 137,366 137,366
Due to related parties (Note 23) 34,666 - 34,666 82,493 - 82,493 47,195 - 47,195
Other payables 1,680,109 247,171 1,927,280 1,159,000 84,032 1,243,032 1,407,330 295,815 1,703,145

P12,565,826  $3,321,778 P15,887,604 P10,135,560  P£3,640,878 P13,776,438  P7,126,050  P3,676,254 £10,802,304

‘Accounts payable’ includes the balance of the cost of raw land acquired by the Group and is
payable upon completion of certain requirements and on agreed scheduled payment date, and
retention fees payable to contractors.

‘Advances from customers’ includes collections from accounts which do not yet qualify for
revenue recognition as real estate sales and any excess collections over the recognized receivables

on real estate sales accounted under percentage-of-completion method.

‘Other payables’ include interest on restructured loans and derivative liability.

21. Long-term Debt

Long-term debt consists of the following respective borrowings of the Group and their contractual
settlement dates:

2010 2009
(In Thousands)

Parent Company Loans

Corporate notes

a. Interest rate per annum equivalent to 1.25% over 3-

month PDST-F; 46% of principal payable in 11 equal

quarterly amortizations to start at the end of the 2-year

grace period; 54% of principal payable in full in

November 2013. P£2,308,333 £2,350,000
b. Interest rate per annum equivalent to 8.8% fixed

payable semi-annually for 5 years starting on

February 17, 2009. Principal payment is due on
February 18, 2014. 1,787,033 1,783,588

c. Interest rates per annum equivalent to a maximum of
1.0% spread over the prevailing 3-month PDST-F, with
quarterly price-setting and payable quarterly in arrears. 1,158,333 1,200,000

(Forward)
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2010 2009
(In Thousands)

d. Interest rates per annum equivalent to a maximum of
1.0% spread over the prevailing 3-month PDST-F, with
quarterly price-setting and payable quarterly in arrears B597,047 P

Term loans

e. Interest rates per annum equivalent to a maximum of
1.0% spread over the prevailing 3-month PDST-F, with
quarterly price-setting and payable quarterly in arrears.
Loan principal is payable quarterly starting October
2013. 1,250,000 1,250,000

f. Interest rate per annum equivalent to 8.8% per annum
for 5 years. Loan is payable in full at maturity. 697,342 696,737

g. Interest rate per annum equivalent to 1.3% over 90-day
PDST-F; payable quarterly in arrears. Loan is payable
in full at maturity in April 2015. 497,800 -

h. Interest rate per annum equivalent to 1.2% over 90-day
PDST-F; payable in quarterly arrears. Loan is payable
in full at maturity. 348,451 -

i. Interest rate per annum equivalent to 4.5% fixed
payable in quarterly arrears. Loan is payable in full at
maturity in June 2011. 199,148 —

j. Interest rate per annum equivalent to 10.2% to 11.2%
for five (5)-year treasury securities, payable quarterly
in arrears. Loan principal is payable in full at maturity. - 1,000,000

k. Interest rate per annum equivalent to 1.0% over 90-day
PDST-F; two (2)-year grace period on principal
repayment; thirty-six (36) monthly amortizations
starting September 25, 2009. - 645,979

. Interest rate per annum equivalent to 10.7% payable
semi-annually in arrears. Principal loan is payable in
full at maturity. 540,000

8,843,487 9,466,304

Subsidiaries’ Loans
FAI

m. Term loan from a local bank. Interest rate is based on
a 91-day T-bill rate plus 1.3% subject to quarterly
repricing. The principal will mature in October 2013. 983,333 1,000,000

n. Term loan with interest payable monthly computed
based on latest 91-day T-bill rate plus 2.0% plus gross
receipts tax and is subject to quarterly repricing. The
loan is payable in 18 equal monthly amortizations after
a 2-year grace period. 364,466 456,201

(Forward)
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2010 2009
(In Thousands)

0. Term loan with interest payable quarterly based on
91-day PDST-rate plus a spread of 1.5% and 5.0%
GRT. The term of the loan is 5 years with 2-year grace
period on principal payment and will mature on
April 8, 2015. £200,000 B

p. Term loan obtained on December 14, 2010, of which
50% of the principal is payable in twelve (12) quarterly
installments beginning from the ninth (9"™) quarter after
availment of the loan and the remaining 50% is
payable upon maturity on December 15, 2015. The
loan carries interest equal to 91-day PDST rate plus 1%
subject to quarterly repricing. 100,000 -

g. Term loan with interest per annum equivalent to 1.3%
spread on a five (5)-year treasury security, payable
quarterly in arrears. The loan is secured by real estate
mortgage on property located in Filinvest Corporate
City with 167% collateral value. Principal loan is
payable in full at maturity. 200,000

1,647,799 1,656,201

FLI

r. Fixed rate bonds with aggregate principal amount of
P5.0 billion, comprised of three (3) year fixed rate
bonds due in 2012 with a term of 3 years from the
issue date, with a fixed interest rate equivalent to 7.5%
per annum payable quarterly in arrears starting on
February 19, 2010 and five (5) year fixed rate bonds
due in 2014 with a term of 5 years and one (1) day
from the issue date, with a fixed interest rate equivalent
to 8.5% per annum payable quarterly in arrears starting
February 20, 2010. 4,949,241 4,936,405

s. Developmental loans granted by local banks. Interest
rates are equal to 91-day PDST-F rate plus a spread of
1.0%- 2.0% per annum. Include loans obtained from
business combination. 4,936,167 4,734,800

t. Term loans granted by a financial institution. The
loans are payable in ten (10) semi-annual installments
commencing December 2010 and ending June 2015
with fixed interest rates of 7.7% and 7.9% for
£1.1 billion each. 2,025,000 2,250,000
11,910,408 11,921,205

(Forward)



-57 -

2010

2009

PSHC

u.

Developmental loan from a local bank with principal
of £650.0 million and £450.0 million, payable in

5 years, inclusive of 2-year grace period. The principal
is payable in twelve (12) quarterly amortizations to
start at the end of ninth (9th) quarter from the date of
initial release with prevailing interest rate of 7.4% per
annum, subject to quarterly repricing. Interest is
payable quarterly in arrears to start at the end of the
first quarter from the date of the release of the loan.

Developmental loan from a local bank payable in 5
years, inclusive of 2-year grace period. The principal is
payable in twelve (12) quarterly amortizations to start
at the end of ninth (9th) quarter from the date of release
with prevailing interest rate of 5.9% per annum subject
to quarterly repricing up to maturity in 2014. Interest
is payable quarterly in arrears to start at the end of the
first quarter from the date of the release of the loan.

Long-term loan granted by Philippine Sugar
Corporation with fixed interest of 7.5% per annum.
The principal amount is payable in twenty (20) equal
annual installments up to maturity in 2013. The loan
was paid in full in 2010.

(In Thousands)

£1,100,000

£1,100,000

50,000

52,410

1,100,000

1,202,410

EWBC

X.

Lower tier 2 unsecured subordinated notes callable
with Step up interest in 2016, in minimum
denominations of £500,000 and in integral multiples of
£100,000, thereafter due January 2, 2021, bears interest
at the rate of 7.5% per annum.

Lower tier 2 unsecured subordinated notes callable,
with Step up interest, in 2014 in minimum
denominations of £500,000 and integral multiples of
£100,000 thereafter, due January 26, 2019. Interest
rate is at 8.6% per annum.

1,500,000

1,250,000

1,250,000

2,750,000

1,250,000

£26,251,694

$£25,496,120
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The details of foregoing long-term debt of the Group follow:

Parent Company

Corporate Notes

a.

In March 2007, the Parent Company issued corporate notes to a local financial institution in
the aggregate principal amount of 2500.0 million. In November 2007, the Parent Company
issued additional corporate notes to the same financial institution in the amount of

£1.5 billion and in November 2008, the Parent Company issued additional corporate notes
amounting to £350.0 million bringing the total corporate notes issued to 2.4 billion. The
corporate notes have annual interest rates equivalent to a maximum of 1.3% spread over the
prevailing 3-month PDST-F, repriceable quarterly and payable quarterly in arrears. Principal
is payable in 12 equal amortizations commencing at the end of 2-year grace period on
principal repayment. In 2010, the Parent Company paid principal amortization amounting to
£41.7 million.

On February 17, 2009, the Parent Company entered into a fixed-rate corporate notes facility
agreement with a financial institution to which it has issued corporate notes amounting to

P1.8 billion. The corporate notes bear a fixed interest rate of 8.8% per annum, computed on
30/360 basis and payable semi-annually. The principal is payable in lump sum after 5 years
with an option to redeem after the third year anniversary subject to prepayment penalty. As of
December 31, 2010, the outstanding balance of the related corporate notes amounted to

P1.8 billion, presented net of unamortized deferred financing cost amounting to £13.0 million.

In June 2008, the Parent Company entered into a notes facility agreement with a local
financial institution which it has issued corporate notes amounting to 1.2 billion. The
corporate notes have annual interest rates equivalent to a maximum of 1.0% spread over the
prevailing 3-month PDST-F, with quarterly price-setting and payable quarterly in arrears.
Principal repayments amounted to 41.7 million in 2010.

The Parent Company availed of additional £600.0 million corporate notes payable at maturity
on December 1, 2015. As of December 31, 2010, the outstanding balance of the note
amounted to £597.0 million, presented net of deferred financing cost amounting to

£3.0 million.

Term Loans

c.

f.

In 2007, the Parent Company entered into a loans facility agreement with a local financial
institution, availing loans amounting to 1.3 billion payable in 5 years.

In 2009, the Parent Company obtained additional term loan from local financial institutions
amounting to £700.0 million payable in 5 years. As of December 31, 2010, the outstanding
balance of the term loan amounted to £697.3 million, presented net of unamortized deferred
financing cost amounting to 2.7 million.

In 2010, The Parent Company availed of a term loan from a local financing institution
amounting to £500.0 million maturing in 5 years. As of December 31, 2010, the outstanding
balance of the term loan amounted to £497.8 million, presented net of unamortized deferred
financing cost amounting to 2.2 million.
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In 2010, the Parent Company obtained a 5-year term loan from a local financing institution
amounting to £350.0 million. The loan amounted to £348.5 million, net of unamortized
deferred financing cost of £1.5 million.

In 2010, The Parent Company availed of a fixed-rate term loan from a local financing
institution amounting to £200.00 million payable in June 2011. As of December 31, 2010, the
outstanding balance of the term loan amounted to £199.1 million, presented net of
unamortized deferred financing cost amounting to £0.9 million.

In 2005, the Parent Company obtained a fixed-rate term loan from a local financing institution
amounting to £400.00 million payable in 5 years. In 2006, the Parent Company obtained an
additional £600.0 million maturing in 5 years. In 2010, the Parent Company paid the total
loan of 1.0 billion.

In 2007, the Parent Company entered into a loans facility agreement with a local financial
institution availing term loans amounting to £700.0 million. The loan will mature in five
years and payable in thirty-six (36) monthly amortization after 2-year grace period. In 2010,
the Parent Company pre-terminated the whole balance of the loan.

In 2005, the Parent Company entered into an Omnibus Loans and Security Agreement
securing term loans amounting to £540.0 million from local financial institutions. The said
term loan has been fully paid upon its maturity in December 2010.

. On June 19, 2008, FAI availed of a 6-year loan from a local bank with principal amount of
£0.9 billion which will mature on October 17, 2013. On October 17, 2008, FAI availed of
additional £0.1 billion from the same bank which will mature on June 19, 2013. In 2010, FAI
paid the principal loan amortization amounting to £16.7 million

On June 27, 2007, FAI was granted a 7-year loan with a principal amount of £0.5 billion
which will mature on June 27, 2014. In 2010 and 2009, FAI paid the principal loan
amortizations amounting toR91.7 million and £43.8 million, respectively.

On April 8, 2010, FAI obtained a 5-year term loan maturing on April 8, 2015 amounting to
£200.0 million principal. Fifty percent (50%) of the principal is payable in 12 equal monthly
installments starting on July 8, 2012 and 50% payable at maturity.

On December 14, 2010, FAI obtained a 5-year loan maturing on December 14, 2015. Fifty
percent (50%) of the principal is payable in 12 equal monthly installments to commence at the
start of the ninth quarter from the initial drawdown and 50% payable at maturity.

On April 6, 2006, FAI obtained a 5-year loan with a principal amount of £0.2 billion which
will mature on April 6, 2011. In 2010, FAI prepaid the outstanding loans amounting to
P0.2 billion

On November 19, 2009, FLI issued fixed rate bonds (the “Bonds”), with aggregate principal
amount of £5.0 billion, comprised of three (3)-year fixed rate bonds due in 2012 and five (5)-
year fixed rate bonds due in 2014, to finance its capital requirements in 2009 and 2010.
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s. Details of the developmental loans are as follows:

2010 2009

Unsecured loan obtained in October 2008 with interest rate
equal to 91-day PDS Treasury Fixing (PDST-F) rate plus
a spread of up to1.5% per annum, payable quarterly in
arrears. The principal is payable in eleven (11) equal
quarterly installments starting March 2011 up to
September 2013 and lump sum full payment due in
December 2013. Current portion as of December 31,

2010 amounted to £166.7 million.

Unsecured loans obtained in August 2008 with interest rate
equal to 91-day PDST-F rate plus a spread of up to1.0%
per annum. The principal is payable in twelve (12) equal
quarterly installments starting November 2010 up to
August 2013. Principal payments in 2010 amounted to
P62.5 million. Current portion as of December 31, 2010
and 2009 amounted to £250.0 million and £62.5 million,
respectively.

Unsecured 5-year loan obtained in September 2008 payable in
eleven (11) quarterly amortizations starting
December 2010 with a balloon payment at maturity date in
September 2013 with interest rate equal to 91-day PDST-F
rate plus fixed spread of 2.0% per annum, payable
quarterly. Principal payments in 2010 amounted to
P£27.1 million. Current portion as of December 31, 2010
and 2009 amounted to £108.3 million and £16.3 million,
respectively.

Unsecured loan obtained in November 2008 with interest rate
equal to 91-day PDST-F rate plus a spread of up to 2.0%
per annum, payable quarterly in arrears. The principal is
payable in eleven (11) equal quarterly installments starting
November 2010 up to September 2013 and lump sum full
payment due in December 2013. Current portion as of
December 31, 2010 and 2009 amounted to £83.3 million
and £20.8 million, respectively.

Unsecured loan obtained by the Group in October 2008 with
interest rate equal to 91-day PDST-F rate plus a spread of
up to 1.0% per annum. The principal is payable in twelve
(12) quarterly equal installments starting March 2011 up to
September 2013. Current portion as of December 31, 2010
amounted to £166.7 million.

(Forward)

(In Thousands)

£1,000,000 21,000,000

687,500 750,000

622,917 390,000

500,000 500,000

500,000 500,000
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2010 2009

Unsecured loan obtained in June 2008 with interest rate
equal to 91-day PDST-F rate plus a spread of up to 1.5%
per annum, payable quarterly in arrears. Part of the
principal is payable in eleven (11) equal quarterly
installments starting June 2010 up to March 2013 and
lump sum full payment due in June 2013. Principal
payments in 2010 amounted to £20.8 million. Current
portion as of December 31, 2010 and 2009 amounted to
£83.3 million and £62.5 million, respectively.

Unsecured loan obtained in June 2008 with interest rate
equal to 91-day PDST-F rate plus a spread of up to 1.25%
per annum. The principal is payable in twelve (12) equal
quarterly installments starting September 2010 up to June
2013. Principal payments in 2010 amounted to
P41.7 million. Current portion as of December 31, 2010
and 2009 amounted to £166.7 million and £83.3 million,
respectively.

Unsecured loans granted in May and December 2007
payable over 5-year period inclusive of 2-year grace
period; 50% of the loan is payable in twelve (12) equal
quarterly amortizations and balance payable on final
maturity. The loans carry interest equal to 91-day PDST-
F rate plus fixed spread of 2.0% per annum payable
quarterly in arrears. Principal payments in 2010
amounted to £10.4 million. Current portion as of
December 31, 2010 and 2009 amounted to £83.3 million
and £22.5 million, respectively.

Unsecured 5-year loan obtained in March 2008, of which 50%

of the principal is payable in twelve (12) equal quarterly
installments starting September 2010 and the remaining
50% balance is to be paid in lump sum at maturity in June

2013, with interest rate equal to 3-month PDST-F rate plus

a spread of up to 2.0% per annum, payable quarterly in
arrears. Principal payments in 2010 amounted to

P12.5 million. Current portion as of December 31, 2010
and 2009 amounted to £62.5 million and £18.8 million,
respectively.

Loan granted in April 2010 with a term of five years with
50% of principal payable in 12 equal quarterly
amortization to commence in July 2012 and 50% payable
on maturity. The loan carries interest equal to 3-month
PDST-F rate plus a spread of 1.5% per annum.

(Forward)

(In Thousands)

P458,333 £500,000

416,667 500,000

240,000 290,000

218,750 150,000

120,000 -
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2010 2009
(In Thousands)

Loan obtained on December 15, 2006 payable in twenty (20)
equal quarterly amortizations starting in March 2008, with
interest rate equivalent to 91-day T-Bill rate plus fixed
spread of 2.0% per annum, payable quarterly in arrears and
secured by a mortgage of several buildings located at the
Northgate Cyberzone and assignment of the corresponding
rentals. Principal payments in 2010 amounted to
£46.0 million. Current portion as of December 31, 2010
and 2009 amounted to £46.0 million and £27.6 million,
respectively. £92,000 £82,800
Loan obtained in July 2007 payable in twenty (20) equal
quarterly amortizations starting in March 2008, with
interest rate equal to 91-day T-Bill rate plus fixed spread of
2.0% per annum, payable quarterly in arrears and secured
by a mortgage of several buildings located at the Northgate
Cyberzone and assignment of the corresponding rentals.
Principal payments in 2010 amounted to £40.0 million.
Current portion as of December 31, 2010 and 2009
amounted to £40.0 million and £24.0, respectively. 80,000 72,000
P4,936,167 £4,734,800

t.  OnJune 17, 2005, FLI entered into a Local Currency Loan Agreement with a financial
institution whereby FLI was granted a credit line facility amounting to 2.2 billion. In
October 2005, FLI availed 21.1 billion or half of the total amount granted. This loan had a
fixed interest rate of 11.9% per annum until October 31, 2006 when the rate was adjusted to
10.7%, effective on such date. The interest rate was again adjusted to 7.7% per annum on
July 6, 2007. In July 2007, FLI availed the remaining balance of the facility amounting to
P1.1 billion. This loan has a fixed interest rate of 7.9%. Both loans were guaranteed by the
Parent Company. In 2010, FLI paid the principal loan amortization amounting to
£225.0 million.

PSHC

u. On July 8 and 13, 2008, PSHC obtained loans from a local bank amounting to £650.0 million
and £450.0 million, respectively, payable in 5 years, inclusive of 2-year grace period to fund
operations of its subsidiaries.

v. On February 27, 2009, PSHC obtained another loan from the same bank amounting to
£200.0 million, payable in 5 years, inclusive of 2-year grace period. On October 20, 2009,
PSHC paid £150.0 million of the availed loan. In August 2010, PSHC prepaid the loan
principal amounting to £50.0 million

w. The principal loan obtained from the Philippine Sugar Corporation (PHILSUCOR) amounted
to £73.4 million. Substantially all of the property and equipment of DSCC located in Digos,
Davao Del Sur are mortgaged to PHILSUCOR. In 2009, PSHC paid £21.3 million of the
availed loan. In February 2010, PSHC prepaid the loan principal amounting to £52.4 million

The loan agreement with PHILSUCOR requires, among others, the prior approval of

PHILSUCOR before PSHC could declare cash or property dividends, purchase, redeem, retire
or otherwise acquire for value any portion of its capital stock.
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EWBC

X.

On July 2, 2010, EWBC issued 1.5 billion lower tier 2 unsecured subordinated notes (the
Notes) callable with Step up interest in 2016 in minimum denominations of 500,000 and in
integral multiples of 100,000 thereafter, due January 2, 2021. Unless the Notes are
previously redeemed, the Notes are repayable to the Noteholders at 100% of their face value
or at par on the maturity date. The Notes bear interest at the rate of 7.5% per annum payable
to each Note holder for the period from and including the issue date up to, but excluding the
optional redemption date of January 2, 2016 whether redemption is exercised or not. If the
Notes are not redeemed prior to or on January 2, 2016, the interest will be reset at the Step-Up
interest rate.

The step-up rate shall be computed as the higher of:

a.) 80% of the 5-year on-the-run Philippine Treasury benchmark bid yield (PDST-F) on
optional redemption date plus the step up spread of 3.4% per annum. The step up spread
is defined as follows:

Step up spread = 150% of the difference between the Interest Rate and 80% of the 5-year
PDSTF on the Pricing Date, preceding then initial Issue Date, equivalent to 3.4% per
annum.

b.) 150% of the difference between the interest rate and the 5-year PDST-F on the pricing
date preceding the initial issue date plus the 5-year PDST-F on the optional redemption
date.

On July 25, 2008, EWBC issued £1.3 billion lower tier II unsecured subordinated notes
callable with Step up interest in 2014 in minimum denominations of 500,000 and in integral
multiples of 100,000 thereafter, due January 26, 2019. Unless the notes are previously
redeemed, the notes are repayable to the noteholders at 100% of their face value or at par on
the maturity date. The notes bear interest at the rate of 8.6% per annum payable to each
noteholder for the period from and including the issue date up to, but excluding the optional
redemption date of January 25, 2014 whether redemption is exercised or not. If the notes are
not redeemed prior to or on January 25, 2014, the interest will be reset at the Step-Up interest
rate.

The Step-Up rate shall be computed as the higher of:

a.) 80% of the 5-year on-the-run Philippine Treasury benchmark bid yield (PDST-F) on
optional redemption date plus the step up spread. The step up spread is defined as
follows:

Step up spread = 150% [8.25% - 80% (5-year PDST-F on the pricing date before the
initial issue date)]

b.) 150% of the difference between the interest rate and the 5-year PDST-F on the pricing
date preceding the initial issue date plus the 5-year PDST-F on the optional redemption
date.

Loans aggregating 1.5 billion in 2009 were collateralized by parcels of land owned by a
subsidiary with total carrying value of £2.4 billion as of December 31, 2009 (see Note 13). No
loans collateralized as of December 31, 2010.
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The loan agreements covering the loans, corporate notes, convertible bonds, long-term promissory
note and notes payable provide for restrictions and requirements with respect to, among others,
declaration or making payment of all dividends; making distribution on its share capital; purchase,
redemption or acquisition of any share of stock; incurrence or assumption of indebtedness; sale or
transfer and disposal of all or a substantial part of its capital assets; restrictions on use of funds;
availments of additional loans; maintaining certain financial ratios; and entering into any
partnership, merger, consolidation or reorganization.

For the period covered by these consolidated financial statements, the Group was able to fully
comply with all provisions, restrictions and requirements of the banks and is not in default nor
breach of the loan agreements mentioned above.

22.

Capital Stock

On June 6, 2008, the Parent Company’s BOD approved the declaration of cash dividends of
£375.4 million or 0.05 for every common share payable on July15, 2008 to stockholders of
record as of June 30, 2008.

On June 11, 2009, the Parent Company approved the declaration of cash dividends of
£229.7 million or £0.03 for every common share payable to stockholders of record as of
July 11, 2009.

On June 10, 2010, the Parent Company’s BOD approved the declaration and payment of cash
dividends of £337.8 million or £0.045 per share for all shareholders with shareholdings as of July
9,2010.

On November 25, 2010, the stockholders of the Parent Company approved the increase in the
authorized capital of the Parent Company from £10.0 billion to £17.0 billion, consisting of

5.0 billion common shares with a par value of 1.0 per share, or a par total value of 5.0 billion
and 2.0 billion preferred shares with a par value of 1.0 per share, or a total par value of

£2.0 billion, including the features and terms of the preferred shares as approved by the BOD on
October 15, 2010.

The BOD was authorized to fix any additional terms and conditions of the preferred shares as may
be in the best interest of the Parent Company.

Article Seventh of the Amended Articles of Incorporation of the Parent Company was amended to
effect the increase in the authorized capital stock of the Parent Company.

Capital Management

The Group prudently monitors its capital and cash positions and cautiously manages its
expenditures and disbursements. Furthermore, the Group may also, from time to time seek other
sources of funding, which may include debt or equity issues depending on its financing needs and
market conditions.

The primary objective of the Group’s capital management is to ensure that it maintains a strong
credit rating and healthy capital ratios in order to support its business and maximize shareholder
value. No changes were made in capital management objectives, policies or processes for the
years ended December 31, 2010 and 2009.
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The Group monitors capital using debt-to-equity ratio, which is the long-term debt divided by total
equity. The Group’s policy is to keep the debt to equity ratio not to exceed 2:1.

December 31, December 31,

2010 2009

(In Thousands)
Long-term debt £26,251,694 $25,496,120
Total equity 66,479,685 62,367,272
Debt to equity ratio 0.39:1.00 0.41:1.00

23. Related Party Transactions

The Group has entered into various transactions with related parties. Parties are considered to be
related if one party has the ability, directly or indirectly, to control the other party in making
financial and operating decisions or the parties are subject to common control or common
significant influence (referred to as ‘Affiliates’). Related parties may be individuals or corporate
entities.

Significant transactions with related parties are as follows:

a.

EWBC has loan transactions with investees and with certain directors, officers, stockholders
and related interests (DOSRI). These transactions usually arise from normal banking activities
such as lending, borrowing, deposit arrangements and trading of securities, among others.
Under existing policies of EWBC, these transactions are made substantially on the same terms
as with other individuals and businesses of comparable risks.

Under current banking regulations, the aggregate amount of loans to DOSRI should not
exceed the total capital funds or 15% of the total loan portfolio of EWBC, whichever is lower.
In addition, the amount of direct credit accommodations to DOSRI, of which 70% must be
secured, should not exceed the amount of their respective regular and/or quasi-deposits and
book value of their respective investments in EWBC.

On January 31, 2008, BSP Circular No. 560 was issued providing the rules and regulations
that govern loans, other credit accommodations and guarantees granted to subsidiaries and
affiliates of banks and quasi-banks. Under the said circular, the total outstanding exposure to
each of EWBC’s subsidiaries and affiliates shall not exceed 10% of bank’s net worth, the
unsecured portion of which shall not exceed 5% of such net worth. Further, the total
outstanding exposures to subsidiaries and affiliates shall not exceed 20% of the net worth of
the lending bank. BSP Circular No. 560 is effective February 15, 2008.

BSP Circular No. 423 dated March 15, 2004 amended the definition of DOSRI accounts.
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The following table shows information relating to the loans, other credit accommodations and
guarantees classified as DOSRI accounts under regulations existing prior to said circular and
new DOSRI loans, other credit accommodations granted under said circular:

2010 2009
(In Thousands)
Total outstanding DOSRI accounts £866,047 £170,397
Percent of DOSRI accounts granted under regulations
existing prior to BSP Circular No. 423 0.26% 0.02%
Percent of DOSRI accounts granted under BSP Circular
No. 423 1.80% 0.5%
Percent of DOSRI accounts to total loans 2.06% 0.5%
Percent of unsecured DOSRI accounts to total DOSRI
accounts 40.88% 26.4%
Percent of past due DOSRI loans to total DOSRI loans 0.74% -

The following table shows information relating to the loans, other credit accommodations and
guarantees, as well as availments of previously approved loans and committed credit lines not
considered DOSRI accounts prior to the issuance of said circular but are allowed a transition
period of two years from the effectivity of said circular or until said loan, other credit
accommodations and guarantees become past due, or are extended, renewed or restructured,
whichever comes later, as of December 31, 2010 and 2009:

2010 2009
(In Thousands)

Total outstanding non-DOSRI accounts prior to BSP

Circular No. 423 £691,283 R415,104
Percent of unsecured non-DOSRI accounts prior to BSP

Circular No. 423 to total loans - 1.2%
Percent of past due non-DOSRI accounts prior to BSP

Circular No. 423 to total loans - 0.5%
Percent of non-accruing non-DOSRI accounts prior to

BSP Circular No. 423 to total loans - 0.7%

The compensation of key management personnel consists of short-term employee salaries and
benefits amounting to £60.4 million, £57.2 million and £49.2 million as of December 31,
2010, 2009 and 2008, respectively. Post-employment benefits of key management personnel
amounted to 1.9 million in 2010 and £0.9 million in 2009 and 2008.

There are no agreements between the Group and any of its key management personnel
providing for benefits upon termination of employment, except for such benefits to which they

may be entitled under the Group’s retirement plan.

Other transactions with related parties include interest-bearing cash advances and various
charges to and from non-consolidating affiliates for administrative and other expenses.



-67 -

The amounts and the balances arising from the foregoing significant related party transactions are

as follows:
2010 2009
Due from Due to Due from Due to
Related Parties Related Parties  Related Parties  Related Parties
(In Thousands)
Parent:
ALG P- £16,994 BI12 £15,000
Affiliates:
TSNC 141,945 - 61,890 -
The Palms Country Club 35,528 - 38,947 -
FCC 12,967 10 25,276
CTI . 1,437 -
Joint Ventures - - 60,793 -
Others 33,132 4,705 35,096 42217
£210,605 P34,666 P198,285 P82,493

The outstanding due from and due to related parties accounts as of December 31, 2010 and 2009
are included in the ‘Loans and receivables’ and ‘Accounts payable and accrued expenses’

accounts, respectively.

24.

Operating Expenses

This account consists of:

2010 2009 2008
(In Thousands)
Real estate operations
Interest expense £935,203 £909,382 P372,241
General and administrative:
Salaries, wages and employee benefits
(Notes 23 and 28) 296,563 301,501 292,114
Depreciation and amortization
(Notes 15 and 16) 334,133 276,351 279,124
Taxes and licenses 177,981 143,519 153,464
Outside services 167,477 93,294 98,540
Mall operations 119,048 99,744 93,755
Travel and transportation 83,420 73,824 82,160
Film rentals 52,054 68,147 48,251
Utilities 50,084 46,511 45,199
Repairs and maintenance 48,209 37,141 32,330
Bank charges 39,118 28,349 41,301
Entertainment, amusement and recreation 37,336 32,392 49,143
Retirement costs (Note 28) 24,620 24,015 23,852
Rent (Note 30) 24,420 26,716 31,772
Provision for (reversal of) probable losses 15,810 20,432 (7,181)
Others 241,848 249,570 151,153
1,712,121 1,521,506 1,414,977
Marketing expenses 741,364 587,992 606,096
3,388,688 3,018,880 2,393,314

(Forward)



- 68 -

2010 2009 2008
(In Thousands)
Financial and banking services
General and administrative:
Salaries, wages and employee benefits

(Note 23) £1,312,802 P1,040,489 P614,325
Taxes and licenses 452,495 378,284 220,236
Rent (Note 30) 273,789 237,789 154,528

Depreciation and amortization (Notes 15
and 16) 250,853 278,693 157,617
Service charges, fees and commission 226,437 162,686 78,155
Outside services 218,700 264,310 143,726
Advertising 213,177 195,784 102,449
Insurance 126,737 97,000 68,162
Travel and transportation 109,492 121,894 118,331
Technological fees 98,560 141,629 18,155
Amortization of computer software 84,309 63,912 47,477
Utilities expense 70,870 57,844 43,320
Retirement costs (Note 28) 52,733 7,839 11,538
Repairs and maintenance 46,668 46,607 36,256
Entertainment, amusement and recreation 26,305 29,826 27,803
Write-off of computer software 495 4,532 21,309
Others 502,724 414,823 232,181
4,067,146 3,543,941 2,095,568
Provision for probable losses 1,239,080 1,255,401 907,496
5,306,226 4,799,342 3,003,064

Sugar operations
Interest expense 66,654 85,487 49,529
General and administrative:
Receivables written off /provision for

probable losses 94,844 8,943 214
Salaries, wages and employee benefits
(Note 23) 35,283 51,348 35,119
Depreciation and amortization (Note 16) 18,480 46,543 16,376
Outside services 17,899 19,196 24,296
Retirement costs (Note 28) 11,749 10,972 9,383
Taxes and licenses 11,078 10,806 14,606
Supplies 10,056 5,443 20,683
Repairs and maintenance 4,510 3,656 2,802
Entertainment, amusement and recreation 4,214 5,070 3,299
Travel and transportation 3,260 4,886 3,988
Communication 2,653 2,864 5,609
Others 15,902 20,643 19,127
229,928 190,370 155,502
296,582 275,857 205,031

Hotel operations
General and administrative:
Salaries, wages and employee benefits

(Note 23) 34,399 - -
Utilities 22,879 - -
Insurance 3,181 - -
Others 7,706 — —

68,165 - -
Marketing expenses 17,747 - -
85,912

£9,077,408 £8,094,079 P5,601,409
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25. Costs of Sales

Cost of real estate operations consists of:

2010 2009 2008

(In Thousands)
Lots, condominium and residential units £3,808,476 £2,092,124 P2,188,816
Club shares 37,700 45,959 60,572

3,846,176 P2,138,083 2,249,388

Cost of financial and banking services consists of:

2010 2009 2008
(In Thousands)
Interest on deposit liabilities and other
borrowings:
Deposit liabilities £1,274,576 P1,443,097 972,342
Other borrowings 238,817 109,680 93,630

£1,513,393 P1,552,777 P1,065,972

Cost of sugar sales consists of:

2010 2009 2008
(In Thousands)
Costs of quedan purchases £882,569 £759,859 £1,082,761
Salaries, wages and employee benefits 172,616 156,940 148,221
Materials and supplies 178,976 138,288 162,981
Depreciation (Note 16) 129,582 126,255 165,189
Cane hauling 58,422 79,841 97,091
Outside services 53,063 68,635 45,089
Overhead 29,017 23,515 16,466
Repairs and maintenance 24,210 17,862 24,105
Communications, light and water 13,798 16,110 11,593
Development costs 13,077 12,976 11,053
Trucking and handling charges 11,684 13,479 13,575
Liens 8,335 10,396 13,905
Taxes and licenses 8,209 7,878 8,439
Rent (Note 30) 3,179 7,762 1,635
Tolling costs - 352 13,277
Others 32,270 33,894 20,390
Cost of goods manufactured 1,619,007 1,474,042 1,835,770
Decrease (increase) in:
Sugar and molasses inventories 113,826 (72,903) -
Biological assets (22,627) (53,735)

£1,710,206 P1,347,404 P1,835,770
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Cost of hotel operations sales consists of:

2010 2009 2008

(In Thousands)
Food and beverage £36,930 P P
Rooms 17,067 - -
Property operations and maintenance 5,704 - -
Security services 3,429 — —
Pre-opening and management fee 1,708 - -
Other operating departments 9,391 — —
P74,229 P P

26. Other Income
Other income from real estate operations consist of:

2010 2009 2008

(In Thousands)
Interest income P480,142 £389,123 £317,622
Ticket, food and beverage sales 115,085 146,981 101,092
Foreign currency exchange gains - net 1,265 2,404 14,545
Service income - 27,453 69,130
Others 748,294 824,461 510,478

1,344,786 P1,390,422 P1,012,867

Major items included in the ‘Others’ are membership and maintenance dues, other fees from
tenants, and amortization of deferred income related to exchange properties sold to outside parties.

Other income from financial and banking services consist of:

2010 2009 2008
(In Thousands)
Service charges, fees and commissions £1,341,778 £912,964 R778,424
Trading and securities gains (losses) - net
Financial assets at FVPL 1,134,413 827,074 78,288
AFS financial assets 20,843 (400,340) 46,381
Foreign currency exchange gains (losses) - net 293,709 235,187 (78,651)
Others 327,578 364,617 139,248
£3,118,321 £1,939,502 £963,690
Other income from sugar operations consist of’
2010 2009 2008
(In Thousands)

Interest income P738 £1,701 R407
Others 74,934 95,704 35,079

£75,672 297,405 P35,486
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27.

Gain on Changes in Equity Interest in Subsidiaries

In 2008, the Group’s effective ownership in FLI increased from 47% to 49% arising from

(a) Parent Company’s purchase from outside investors of additional 409,540,000 FLI shares, and
(b) FLI’s acquisition of its own 220,949,000 shares. FFC also acquired the remaining 0.39%
ownership by a third party in EWBC to increase the Group’s effective ownership in EWBC to
100%. These transactions resulted in recognizing £251.4 million gain on changes in equity
interest in subsidiaries in the consolidated statements of income and a decrease in noncontrolling
interest of £444.7 million in the consolidated statements of changes in equity.

In 2009, the Parent Company purchased from outside investors additional 21,000,000 FLI shares
which resulted in minimal increase in the Group’s effective ownership in FLI. These transactions
resulted in recognizing £20.4 million gain on changes in equity interest in subsidiaries in the
consolidated statements of income and a decrease of the same amount in noncontrolling interest in
the consolidated statements of changes in equity.

In 2010, the Parent Company purchased from FAI a total of 5.2 billion common shares of FLI,
representing FAI’s 21% ownership interest in FLI for £5.8 billion. In exchange for the FLI shares,
the Parent Company applied to its outstanding advances to FAI amounting to £2.9 billion and
recognized payable to FAI amounting to £2.9 billion for the remaining balance of the value of FLI
shares. The transaction increased the Parent Company’s effective ownership on FLI to 53% from
49%. The transaction also resulted in an increase in retained earnings amounting to £1.8 billion
and decrease in the noncontrolling interest of the same amount.

28.

Retirement Plan

EWBC has a funded noncontributory defined benefit retirement plan covering substantially all its
officers and regular employees. Under the plan, all covered officers and employees are entitled to
cash benefits after satisfying certain age and service requirements.

Real estate operation has a noncontributory defined benefit pension plan covering all full-time
regular employees. The plan provides for lump-sum benefits equivalent to 100% of the
employee’s salary for every year of creditable service. The normal retirement age is 60 years old,
however, an employee who attains the age of 55 with 15 years of service and opts for an early
retirement is entitled to benefits ranging from 70% to 90% of the normal retirement pay depending
on the age upon retirement. Unrealized past service costs are amortized over the expected average
future service years of plan members estimated to be 20 years.

PSHC has a funded, noncontributory defined benefit pension plan covering all full-time regular
employees. The plan provides for normal, early retirement, death and disability benefits.

The Group updates the actuarial valuation every year by hiring the services of a third party
professionally qualified actuary.

The following tables summarize the components of retirement expense recognized in the

consolidated statements of income and pension liability recognized in the consolidated statements
of financial position for the existing retirement plan.
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Net pension expenses included in the consolidated statements of income are as follows:

2010 2009 2008
(In Thousands)
Current service cost P48,302 £24,787 £28,984
Interest cost on benefit obligation 33,577 24,773 20,054
Net actuarial loss recognized (1,565) 1,302 1,957
Past service cost 30,911 - -
Expected return on plan assets (22,123) (8,036) (6,222)
£89,102 P42,826 P44,773

Changes in the present value of the defined benefit obligation are as follows:

2010 2009
(In Thousands)
Balance at beginning of year £410,816 P£259,010
Current service cost 48,302 24,787
Past service cost 30,911
Interest cost 33,578 24,773
Benefits paid (15,415) (38,582)
Actuarial (gain) loss on obligation 16,798 26,319
Present value of net pension obligation assumed from
business combination - 114,509
Balance at end of year £524,990 P410,816

Analysis of actuarial loss (gain) on obligations in 2010, 2009 and 2008 follows:

2010 2009 2008
(In Thousands)
Experience adjustments £12,403 £ 32,134 £9,227
Change in assumptions 4,395 (5,815) (44,758)
£16,798 £26,319 (B35,531)
Changes in the fair value of plan assets are as follows:
2010 2009
(In Thousands)

Balance at the beginning of year £292,012 P148,275
Contributions 42,716 33,240
Expected return on plan assets 22,123 8,036

Actuarial gain on plan assets 2,158 27,741
Benefits paid (9,675) (33,251)

Fair value of plan assets acquired from business combination - 107,971
Balance at the end of year £349,334 £292,012
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The amounts recognized in the consolidated statements of financial position for the pension plan

are as follows:

Retirement liability 2010 2009
(In Thousands)
Present value of defined benefit obligation £328,787 £257,066
Fair value of plan assets 112,687 114,791
216,100 142,275
Unrecognized actuarial losses (gains) (29,435) 16,653
Retirement liability (included under accounts payable and
accrued expenses) £186,665 158,928
Retirement asset 2010 2009
(In Thousands)
Present value of defined benefit obligation £196,203 153,750
Fair value of plan assets 236,647 177,221
40,444 23,471
Unrecognized actuarial gains (losses) (11,173) 21,066
Asset ceiling adjustment - (1,490)
Retirement asset (included under other assets) £29,271 P43,047

The overall expected rate of return on assets is determined based on the market prices prevailing

on that date, applicable to the period over which the obligation is to be settled.

The major categories of plan assets as a percentage of the fair value of total plan assets as of

December 31, 2010 and 2009 follow:

2010 2009

Deposits in banks 26.52% 31.91%
Receivables 70.09% 64.16%
Other assets 3.38% 3.93%

The principal assumptions used in determining pension benefits are as follow:

2010 2009 2008

Discount rates 6-9% 7-11% 7-11%
Salary increase rates 5-8% 5-8% 5-8%
Expected rate of return on plan assets 3-8% 5-6% 5-6%

The amounts of fair value of plan assets, present value of defined benefit obligation and actuarial
gains (losses) arising on plan assets or liabilities recognized for the current and previous four

periods follow:

2010 2009 2008 2007 2006
(In Thousands)
Fair value of plan assets £349,334 £292,012 P148,275 B114,055 P31,613
Present value of defined benefit obligation 524,990 410,816 259,010 253,156 215,566
Actuarial gains (losses) 16,798 26,319 (35,531) (22,221) (102,453)

The Group has no definite plan for contribution in 2011.
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29. Earnings per Share (EPS)
The following reflects the income and share data used in the basic EPS computations:

2010 2009 2008
(In Thousands, Except Per Share Figures)

a. Net income - attributable to equity

holders of the parent £3,563,379 P1,721,965 21,609,173
b. Weighted average number of outstanding

common shares 7,505,725 7,505,725 7,505,725
c. EPS - Basic/Diluted (a/b) £0.47 £0.23 £0.21

Treasury shares are deducted from the total outstanding shares in computing the weighted average
number of outstanding common shares.

There are no dilutive potential shares that would require disclosure of diluted earnings per share in
the consolidated financial statements.

30. Lease Commitments

The Group, as a lessor, has future minimum rental receivables under operating leases as of
December 31, 2010 and 2009 as follows:

2010 2009

(In Thousands)
Within one year £1,418,702 P1,228,514
After one year but not more than five years 2,837,595 2,645,853
More than five years 540,284 415,342

P4,796,581  P4,289,709

Rental income recognized based on a percentage of the gross revenue of mall tenants amounted to
£213.1 million, £208.0 million and £205.6 million in 2010, 2009 and 2008, respectively.

The Group, as a lessee, has future minimum rental payables under operating leases as of
December 31, 2010 and 2009 as follows:

2010 2009

(In Thousands)
Within one year £119,965 149,594
After one year but not more than five years 247,307 722,909
More than five years 280,738 -

P£648,010 PR72,503

EWBC leases several premises occupied by its head office and branches. Some leases are subject
to annual escalation of 5.00% to 10.00% and for periods ranging from 5 to 15 years, renewable
upon mutual agreement of both parties.

As lessee, rent payable is computed based on a straight-line method and based on certain
percentages of gross income generated. In 2010, 2009 and 2008, rent expense recognized in the
consolidated statements of income amounted to £301.4million, 272.3 million and

£187.9 million, respectively.
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31. Contingencies and Commitments

The Group is involved in various legal actions, claims and contingencies incident to its ordinary
course of the business. Management believes that any amount the Group may have to pay in
connection with any of these matters would not have a material adverse effect on the consolidated
financial position or operating results.

The Group’s milling contracts with planters provide for a certain sharing ratio between the
planters and the Group for the resulting sugar and molasses produced from canes milled (see
Note 39).

As of December 31, 2010 and 2009, the Group has in its custody certain volumes of sugar owned
by the quedan holders. These are not reflected in the Group’s consolidated statements of financial
position since these are not assets of the Group. The Group is accountable to the quedan holders
for the value of these trusted sugar or their sales proceeds.

In connection with the joint venture agreement entered into by FLI with Cebu City Government,
the Group is committed to (a) purchase 10.6 hectares of the property payable in six (6) years, to be
developed into a modern urban center and (b) develop 40 hectares of the property in four (4)
phases, mainly mid-rise residential buildings, over a 20-year period.

In May 2010, the Group purchased land in Cainta, Rizal and paid a portion of the purchase price in
2010. The Group is committed to pay the remaining portion of the purchase price as follows: (a)
second downpayment on May 31, 2011and (b) remaining balance in monthly installments starting
June 30, 2011 until May 31, 2015.

EWBC has several loan related suits and claims that remain unsettled. It is not practicable to
estimate the potential financial impact of these contingencies. However, in the opinion of the
management, the suits and claims, if decided adversely, will not involve sums having a material
effect on the consolidated financial statements.

The following is a summary of contingencies and commitments at their peso-equivalent
contractual amounts arising from off-statement of financial position items of EWBC (amounts in

thousands):

2010 2009
Forward and spot exchange sold £29,502,183 £20,768,072
Trust department accounts (see Note 41) 10,058,308 8,562,559
Unused commercial letters of credit 561,099 523,812
Outstanding guarantees 92,686 181,115
Inward bills for collection 36,044 57,825
Late deposits/payment received 31,557 26,920
Outward bills for collection 7,729 22,451
Items held for safekeeping 4,748 4,725
Unsold traveler’s check 430 752

Others 21,367 23,022
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32. Project Investment Agreements

FAI entered into project investment agreements (PIAs) with various investors to undertake the
development of “Vivant Flats”, “Pioneer Pointe”, “2301 Civic Place”, “La Vie Flats” and “Civic
Prime” (the Projects) on FAI’s lots (except for Pioneer Pointe where FAI acts only as project
manager located in Pioneer, Mandaluyong City). Under the agreements, the investors (co-owners
and co-developers of the projects) committed to invest in the Projects by contributing a
proportionate share in the total project cost through capital contributions.

Simultaneous with the signing of the PIAs, each investor opened a trust account to be maintained
in the investor’s name. EWBC acts as the trustee and will receive, hold, manage and disburse the
fund in trust for the investor and in a manner set forth in the PIAs and Trust Agreements. The
trustee will also hold in trust for the investor, the latter’s undivided pro-rata interest and title to the
related project until the same is transferred to the name of the investor or his assignee.

FAl, as owner of the lots grants in favor of the investors an option to purchase the said lots subject
to the terms and conditions as specified in the PIAs.

FAI acts as the Manager of the Projects. In consideration of the services to be rendered, FAI
receives a management fee computed at certain percentages of the total project cost.

33.

Income Tax

The components of net deferred tax assets follow:

2010 2009
(In Thousands)
Deferred income tax assets on:

Allowance for probable losses £1,156,562 R1,137,318
NOLCO 342,998 376,124
Unrealized foreign exchange loss 99,479 -
Depreciation of assets foreclosed or dacioned 51,166 62,752
Provision for accruals 74,526 10,873

Provision for retirement and unamortized past
service cost 23,658 18,921
MCIT 19,188 11,105
Others 12,872 3,582

1,780,449 1,620,675

Deferred income tax liabilities on:
Gain on asset foreclosure and dacion
transactions (67,740) (14,610)
Excess of fair value over cost of investment
property and property and equipment

acquired in business combination (33,557) (77,326)
Revaluation increment in land (19,856) (19,856)
Net retirement plan assets (8,781) -
Unrealized foreign exchange gain - (29,065)
Others (5,680) (7,742)

(135,614) (148,599)
P1,644,835 P1,472,076
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The components of the net deferred tax liabilities follow:

2010 2009
(In Thousands)
Deferred income tax liabilities on:
Revaluation increment in land £4,158,307 24,020,905
Capitalized borrowing costs 1,976,034 1,899,359
Excess of fair value over cost of investment
property and property and equipment
acquired in business combination 164,685 305,076
Future taxable rent income 19,179 18,801
Others 19,245 822
6,337,450 6,244,963
Deferred income tax assets on:
Allowance for probable losses (55,866) (4,503)
Provision for retirement and unamortized past
service cost (42,785) (36,783)
Provision for accruals (4,360) (60,591)
Others (8,570) (1,070)
(111,581) (102,947)
26,225,869 P6,142,016

The Group did not recognize tax benefits on the temporary differences of subsidiaries related to
NOLCO amounting to £23.7 million, £12.3 million and £126.0 million as of December 31, 2010,
2009 and 2008, respectively, and MCIT amounting to £2.3 million, £35.1 million and

£33.9 million as of December 31, 2010, 2009 and 2008, respectively, and temporary differences of
the Parent Company related to unamortized premium on HTM bond investment amounting to

£1.6 million for both 2009 and 2008, since management believes that the benefit will not be
realized through income tax deductions in the near future.

Details of the Group’s NOLCO and MCIT are as follows (in thousands):

Year Incurred NOLCO MCIT Expiry Date
2010 £398,179 210,471 December 31, 2013
2009 658,871 4,516 December 31, 2012
2008 109,987 6,452 December 31, 2011
21,167,037 £21,439
The following are the movements in NOLCO and MCIT:
2010 2009
(In Thousands)

NOLCO
Balance at beginning of year 21,269,066 £825,791
Addition 398,179 660,424
Expired/applied (500,208) (217,149)
Balance at end of year £1,167,037 21,269,066
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2010 2009
(In Thousands)
MCIT
Balance at beginning of year £46,172 P73,117
Addition 10,471 4,971
Expired/applied (35,204) (31,916)
Balance at end of year £21,439 P46,172

The reconciliation of the provision for income tax computed at the statutory tax rate to the actual

provision for income tax follows:

2010 2009 2008
(In Thousands)
Income tax at statutory rate £1,709,291 £860,183 21,054,239
Adjustments for:
Expired NOLCO 144,836 894 37,598
Nondeductible expenses 85,115 107,878 201,729
Expired MCIT 1,310 33,115 -
FCDU Income (363,240) (161,065) -
Income subjected to final tax (233,160) (347,561) (362,230)
Gain from remeasurement of previously
held interest (155,172) — —
Tax-free realized gross profit on sold
socialized housing units (111,411) (19,948) (92,095)
Nontaxable income (103,396) (98,309) 48,739
Rent income covered by Philippine
Economic Zone Authority (PEZA) (88,825) (57,208) (34,313)
Tax-free realized gross profit on sales of
BOlI-registered property (87,253) (113,092) (71,280)
Movements in unrecognized deferred tax
assets (29,616) (38,200) (142,917)
Capital gains tax (2,036) (2,436) (5,502)
Excess of fair value of net identifiable
assets over consideration transferred 2,717 — —
Amortization of deferred income - (8,557) (9,984)
Realized gross profits (RGP) on sales of
club shares — (1,163) (4,034)
RGP on transfer of land - (1,486) (2,403)
Effect of change in income tax rate - - (138,059)
Others (2,915) (50,912) (38,356)
£760,811 P102,133 P441,132

On October 18, 2005, the Supreme Court has rendered its final decision declaring the validity of
the RA No. 9337 (new EVAT law) which includes, among others, provisions for the increase in
corporate income tax rate from 32% to 35%, and later on reducing the rate to 30% beginning
January 1, 2009. The new EVAT law became effective on November 1, 2005.

Under Philippine tax laws, EWBC is subject to percentage and other taxes as well as income
taxes, principally consisting of Gross Receipt Tax (GRT) and documentary stamp taxes.
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34. Segment Information

Operating segments are components of an enterprise about which separate financial information is
available that is evaluated regularly by the chief operating decision-maker in deciding how to
allocate resources and in assessing performance. Generally, financial information is required to be
reported on the basis that is used internally for evaluating segment performance and deciding how
to allocate resources to segments.

The Group derives its revenues from the following reportable segments:

Real Estate

This involves acquisition of land, planning and development of large-scale fully integrated
residential and commercial communities; development and sale of residential and commercial lots
and the development and leasing of retail and office space and land in these communities;
construction and sale of residential, housing and condominium and office buildings; development
of farm estates, industrial and business parks; operation of cinema and mall; and property
management.

Banking and Financial Services

This involves commercial banking operations, including savings and time deposits in pesos and
foreign currencies; commercial mortgage and agribusiness loans; payment services, fund transfers,
international trade settlements and remittances from overseas workers; trust and investment
services including portfolio management, unit funds, trust administration and estate planning; and
safety deposit facilities.

Sugar Operations

This involves operation of agricultural lands for planting and cultivating farm products and
operation of a complete sugar central for the purpose of milling or converting sugar canes to
centrifugal or refined sugar.

Hotel Operations

This involves operation of hotels, including management of resorts, villas, service apartment and
other services for the pleasure, comfort and convenience of guests in said establishments under its
management.

Financial information on the operations of these business segments are summarized as follows:

December 31,2010

Banking and
Real Estate Financial Sugar Hotel
Operations Services Operations Operations Combined Eliminating Consolidated
(In Thousands)

Revenues and Other Income £11,532,635 £9,030,915 £2,427,950 P145,299 £23,136,799 (P1,217,752) $£21,919,047
Adjusted EBITDA P5,479,571  £2,141,622 £432,507 (#21,767) 8,031,933  (£599,393) $7,432,540
Net income P3,418,155 £1,837,621 P188,084 (P22,342) 5,421,518  (P484,694) £4,936,824
Assets
Operating assets P132,390,934 P£86,531,892 $3,257,657 £100,056 £222,280,539 (P42,118,112) £180,162,427
Less deferred tax asset 341,488 1,272,973 27,790 2,584 1,644,835 - 1,644,835
Net operating assets £132,049,446 $85,258,919  £3,229,867 £97,472 $220,635,704 (P42,118,112) £178,517,592
Liabilities

Operating liabilities P44,425,671 P75,178,711 P1,759,051  P101,890 P121,465323 (P7,782,581) P113,682,742
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December 31, 2009

Banking and
Real Estate Financial Sugar
Operations Services Operations Combined Eliminating Consolidated
(In Thousands)
Revenues and Other Income P7,613,282 P7,149,899 P1,865,218 P16,628,399 (R649,176)  P15,979,223
Adjusted EBITDA P3,934,114 P1,023,240 P394,285 P5,351,639 (R718,136) P4,633,503
Net income P2,759,026 P632,578 P91,676 P3,483,280 (R718,136) P2,765,144
Assets
Operating assets P133,658,173 77,777,510 P3,758,610 $£215,194,293  (R50,566,757) £164,627,536
Less deferred tax asset 97,681 1,082,290 48,036 1,228,007 244,069 1,472,076
Net operating assets P133,560,492 P76,695,220 P3,710,574 $£213,966,286  (250,810,826) £163,155,460
Liabilities
Operating liabilities P48,686,548 P68,070,619 2,206,222 P£118,963,389  (216,703,125) £102,260,264
December 31, 2008
Banking and
Real Estate Financial Sugar
Operations Services Operations Combined Eliminating Consolidated
(In Thousands)

Revenues and Other Income P7,311,237 P4,021,551 P2,541,836 P13,874,624 (®361,391) P13,513,233
Adjusted EBITDA P3,363,490 P157,609 P680,039 P4,201,138 (R375,713) P3,825,425
Net income (loss) P2,868,090 (P248,367) P326,968 P2,946,691 (R375,713) P2,570,978
Assets
Operating assets P125,279,650 P50,701,207 P3,551,154  $£179,532,011  (P48,193,611) £131,338,400
Less deferred tax asset 26,230 606,003 29,156 661,389 184,570 845,959
Net operating assets P125,253,420 P50,095,204 P3,521,998 P178,870,622  (P48,378,181) £130,492,441
Liabilities
Operating liabilities P42,430,518 P45,144,575 £2,090,942 P89,666,035  (P18,009,188) P71,656,847

The Group’s chief operating decision-maker also use net income per segment after elimination in
assessing performance of the identified reportable segments, as follows:

Net Income Net Income
(Loss) Before Eliminating (Loss) After
Elimination Entries Elimination
(In Thousands)
December 31, 2010
Real estate operations £3,418,155 (2996,455) £2,421,700
Financial and banking services 1,837,621 358,655 2,196,276
Sugar operations 188,084 150,895 338,979
Hotel operations (22,342) 2,211 (20,131)
£5,421,518 (P484,694) £4,936,824
December 31, 2009
Real estate operations £2,759,026 (B926,621) £1,832,405
Financial and banking services 632,578 103,565 736,143
Sugar operations 91,676 104,920 196,596
£3,483,280 (B718,136) P2,765,144
December 31, 2008
Real estate operations £2,868,090 (B469,497) £2,398,593
Financial and banking services (248,367) 73,331 (175,036)
Sugar operations 326,968 20,453 347,421
2,946,691 (B375,713) £2,570,978




-81 -

The following table shows a reconciliation of the total adjusted earnings before interest, taxes,

depreciation and amortization (EBITDA) to total income before income tax:

2010 2009 2008
(In Thousands)

Adjusted EBITDA for reportable segments £7,432,540 4,633,503 P3,825,425

Depreciation and amortization (733,048) (791,754) (642,961)

Operating profit 6,699,492 3,841,749 3,182,464

Interest expense (1,001,857) (994,869) (421,770)
Gain on changes in equity interest in

subsidiaries - 20,397 251,416

Income before income tax £5,697,635 B2,867,277 £3,012,110

35. Financial Assets and Liabilities

The following table sets forth the carrying values
December 31, 2010 and 2009.

of financial assets and liabilities recognized as of

2010 2009
Carrying Carrying
Values  Fair Values Values  Fair Values
(In Thousands)
Financial Assets:
Financial assets at FVPL
Government bonds P4,598,465  B4,598,465 P1,422,736  £1,422,736
Private bonds and commercial papers 14 14 64,366 64,366
4,598,479 4,598,479 1,487,102 1,487,102
Loans and Receivables
Cash and cash equivalents
Cash on hand and in other banks 4,355,397 4,355,397 7,169,504 7,169,504
Due from BSP 11,556,018 11,556,018 6,322,227 6,322,227
IBLR and SPURA 2,598,621 2,598,621 8,933,100 8,933,100
18,510,036 18,510,036 22,424,831 22,424,831
Real estate operations
Contracts receivable 6,840,709 6,968,404 6,388,768 6,507,961
Receivable from government and other financial
institutions 1,019,744 1,019,744 1,185,679 1,185,679
Receivables from investors in projects 241,516 241,516 570,058 570,058
Advances to officers and employees 163,201 163,201 10,019 10,019
Receivables from sale of condominium units and
club shares 344,508 344,508 194,537 194,537
Receivables from tenants 433,017 433,017 336,855 336,855
Due from related parties 208,658 208,658 198,285 198,285
Receivables from homeowners association 170,146 170,146 182,390 182,390
Receivable from sale of joint venture lots 236,868 236,868 89,934 89,934
Others 114,937 114,937 204,495 204,495
9,773,304 9,900,999 9,361,020 9,480,213
Financial and banking services
Corporate lending 17,026,842 17,979,017 10,939,190 10,751,597
Consumer lending 14,781,329 15,912,912 13,739,205 12,905,637
Small business lending 3,406,343 3,370,957 3,372,401 3,171,242
Residential mortgages 3,078,174 2,973,324 3,139,785 2,893,560
Others 1,152,185 1,152,185 1,642,576 1,642,576
39,444,873 41,388,395 32,833,157 31,364,612

(Forward)
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2010 2009
Carrying Carrying
Values  Fair Values Values  Fair Values
(In Thousands)
Sugar operations
Trade P4,639 P4,639 P32,706 P32,706
Advances to officers and employees 5,141 5,141 6,251 6,251
Others 5,098 5,098 5,727 5,727
14,878 14,878 44,684 44,684
Hotel operations
Trade 12,672 12,672 - -
Advances to officers and employees 1,554 1,554 - -
14,226 14,226 — —
Total Loans and Receivables 67,757,317 69,828,534 64,663,692 63,314,340
AFS financial assets
Quoted
Government bonds 11,402,634 11,402,634 13,639,662 13,639,662
Private bonds and commercial papers 4,725,060 4,725,060 1,806,825 1,806,825
Equity instruments 70,599 70,599 332,391 332,391
Unquoted
Equity instruments 314,068 314,068 166,300 166,300
16,512,361 16,512,361 15,945,178 15,945,178
Total Financial Assets P88,868,157 90,939,374 82,095,972 $8§0,746,620
Other Financial Liabilities at Amortized Cost
Deposit liabilities
Time P36,988,809 P37,363,806 P34,955,516 P35,196,566
Demand 19,319,701 19,319,701 14,765,014 14,765,014
Savings 6,964,542 6,964,542 3,334,230 3,334,230
Long-term negotiable certificates of
deposit (LTNCD) 1,668,801 1,763,404 1,712,056 1,746,009
64,941,913 65,411,453 54,766,816 55,041,819
Bills and acceptances payable
Borrowings from BSP 97,369 97,369 1,944,963 1,944,963
Outstanding acceptances 3,000 3,000 12,674 12,674
Borrowings from banks and other financial
institutions 60,772 60,772 - -
161,141 161,141 1,957,637 1,957,637
Accounts Payable and Accrued Expenses
Accounts payable 6,685,977 6,685,977 5,542,380 5,542,380
Advances from customers 1,766,561 1,766,561 2,499,890 2,499,890
Receivables sold to bank 1,773,391 1,653,192 2,223,060 1,988,106
Domestic bills purchased 2,500,335 2,500,335 1,094,969 1,094,969
Accrued interest 525,431 525,431 621,541 621,541
Deposits for registration and insurance 487,298 487,298 310,145 310,145
Due to related parties 34,666 34,666 82,493 82,493
Other payables 1,927,280 1,927,280 1,243,032 1,243,032
15,700,939 15,580,740 13,617,510 13,382,556
Long-term debt 26,251,694 26,854,330 25,496,120 25,137,731
Total Financial Liabilities P107,055,687 P107,647,895 $95,838,083 P95,519,743

The methods and assumptions used by the Group in estimating the fair value of the financial

instruments are:

e FVPL Financial Assets: Fair value is based on quoted prices as of reporting dates.

o Loans and Receivables: Fair values of loans and receivables is based on the discounted value
of future cash flows using the prevailing interest rates and current incremental lending rates
for similar types of receivables for real estate operations and financial and banking services,
respectively. Carrying amounts of cash and cash equivalents approximate fair values
considering that these consist mostly of overnight deposits and floating rate placements.
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o AFS Financial Assets: Fair values were determined using quoted market prices at reporting
position date. AFS financial assets not quoted in an active market at recorded at cost.

o Due To/From Related Parties: The carrying amounts approximate fair values due to short-
term nature of transactions.

o Deposit Liabilities: Fair values of liabilities approximate their carrying amounts due either to
the demand nature or the relatively short-term maturities of these liabilities except for time
deposit liabilities whose fair value are estimated using the discounted cash flow methodology
using EWBC’s incremental borrowing rates for similar borrowings with maturities consistent
with those remaining for the liability being valued.

o Bills and Acceptances Payable: The carrying amounts approximate fair values due to short-
term nature of transactions.

o Accounts Payable and Accrued Expenses: On accounts due within one year, the fair value of
accounts payable and accrued expenses approximates the carrying amounts. On accounts due
for more than one year, estimated fair value is based on the discounted value of future cash
flows using the prevailing interest rates on loans and similar types of payables.

o Long-term Debt: Estimated fair value on debts with fixed interest and not subjected to
quarterly repricing is based on the discounted value of future cash flows using the applicable
risk free rates for similar types of loans adjusted for credit risk. Long-term debt subjected to
quarterly repricing is not discounted since it approximates fair value.

The discount rates used ranged from 7.5% to 11.3% and 7.0% to 8.7% in 2010 and 2009,
respectively.

As of December 31, 2010, the Group has the following financial instruments measured at fair
value, analyzed between those whose fair value is based on:

e quoted prices in active markets for identical assets or liabilities (Level 1);

o those involving inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly (Level 2); and

o those whose inputs for the asset or liability that are not based on observable market date
(unobservable inputs) (Level 3).

December 31,

2010 Level 1 Level 2 Level 3
(In Thousands)
Financial Assets

Financial assets at FVPL $4,598,479 $4,598,479 P- P-

Available-for-sale financial assets
Government bonds 11,399,464 11,399,464 - -
Private bonds and commercial papers 4,725,060 4,725,060 - -
Equity instruments 70,599 70,599 — -
£20,793,602 £20,793,602 P P

Financial Liability
Derivative liability P35,357 | P35,357 |
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December 31,
2009 Level 1 Level 2 Level 3
(In Thousands)
Financial Assets
Financial assets at FVPL P1,444,112 P1,444,112 P P
Available-for-sale financial assets
Government bonds 13,639,662 13,639,662 - -
Private bonds and commercial papers 1,806,825 1,806,825 - -
Equity instruments 332,391 332,391 — -
P17,222,990  P17,222,990 P P
Financial Liability
Derivative liability £42,990 P £42,990 P

Derivative Financial Instruments

The Group’s freestanding derivative financial instruments are transactions not designated as
hedges. The table below sets out information about the Group’s derivative financial instruments
and the related mark-to-market loss (derivative liability) as of and for the years ended
December 31, 2010 and 2009:

2010 2009
Notional amount $131,566 $51,891
Derivative liability B35,357 £42,990

The net movements in fair value changes of all derivative instruments are as follows:

2010 2009
(In Thousands)
Net derivative liability at beginning of year £42,990 £2,147
Net changes in fair value of derivatives 33,836 42,678
Fair value of settled instruments (41,469) (1,835)
Net derivative liability at end of year B35,357 £42,990

The derivative liability as of December 31, 2010 and 2009 are recorded under ‘other payable’
account.

. Financial Risk Management Objectives and Policies

The Group’s principal financial instruments are composed of cash and cash equivalents, AFS
financial assets, loans from financial institutions, mortgage and installment contracts receivables
and other receivables. The main purpose of these financial instruments is to raise financing for the
Group’s operations.

The main objectives of the Group’s financial risk management are as follows:
e To identify and monitor such risks on an ongoing basis;

e To minimize and mitigate such risks; and
o To provide a degree of certainty about costs.
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Financial and Banking Operations

Risk Management

To ensure that corporate goals and objectives and business and risk strategies are achieved, EWBC
utilizes a risk management process that is applied throughout the organization in executing all
business activities. Employees’ functions and roles fall into one of the three categories where risk
must be managed in the business units, operating units and governance units.

EWBC'’s activities are principally related to the use of financial instruments and are exposed to
credit risk, liquidity risk and market risk, the latter being subdivided into trading and non-trading
risks. It is also subject to operating risks. Forming part of a coherent risk management system are
the risk concepts, trading tools, analytical models, statistical methodologies, historical researches
and market analysis, which are being employed by EWBC. These tools support the key risk
process that involves identifying, measuring, controlling and monitoring risks.

Risk Management Structure

a. BOD
EWBC'’s risk culture is practiced and observed across EWBC putting the prime responsibility
on the BOD. It establishes the risk culture and the risk management organization and
incorporates the risk process as an essential part of the strategic plan of EWBC. The Board of
Directors approves EWBC’s articulation of risk appetite which is used internally to help
management understand the tolerance for risk in each of the major risk categories, its
measurement and key controls available that influence EWBC’s level of risk taking. All risk
management policies and policy amendments, risk-taking limits such as but not limited to
credit and trade transactions, market risk limits, counterparty limits, trader’s limits and
activities are based on EWBC'’s established approving authorities which are approved by
EWBC’s BOD. At a high level, the BOD also approves EWBC’s framework for managing
risk.

b. Executive Committee
This is a board level committee, which reviews the bank-wide credit strategy, profile and
performance. It approves the credit risk-taking activities based on EWBC’s established
approving authorities and likewise reviews and endorses credit-granting activities, including
the Credit Risk Rating System. All credit proposals beyond the credit approving limit of the
Loan and Investments Committee passes through this committee for final approval.

c. Asset-Liability Management Committee (ALCO)
ALCO, a management level committee, meets on a weekly basis and is responsible for the
over-all management of EWBC’s market, liquidity, and statement of financial position related
risks. It monitors EWBC’s liquidity position and reviews the impact of strategic decisions on
liquidity. It is responsible for managing liquidity risks and ensuring exposures remain within
established tolerance levels. The ALCO’s primary responsibilities include, among others, (a)
ensuring that EWBC and each business unit holds sufficient liquid assets of appropriate
quality and in appropriate currencies to meet short-term funding and regulatory requirements,
(b) managing statement of financial position and ensuring that business strategies are
consistent with its liquidity, capital and funding strategies, (c) establishing asset and/or
liability pricing policies that are consistent with statement of financial position objectives, (d)
recommending market and liquidity risk limits to the Risk Management Committee and BOD
and (e) approving the assumptions used in contingency and funding plans. It also reviews
cash flow forecasts, stress testing scenarios and results, and implements liquidity limits and
guidelines.
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Risk Management Committee (RMC)

This board level committee oversees the effectiveness of EWBC’s over-all risk management
strategies, practices and policies. The RMC reviews and approves principles, policies,
strategies, processes and control frameworks pertaining to risk management and recommends
to the BOD, as necessary, changes in strategies and amendments in policies. The RMC also
evaluates EWBC’s risk exposures and estimates its impact to EWBC, evaluates the
magnitude, direction and distribution of risks across EWBC and uses this as basis in the
determination of risk tolerances that it subsequently recommends to the BOD for approval. It
reports to the BOD EWBC’s overall risk exposures and the effectiveness of its risk
management practices and processes recommending further policy revisions as necessary.

Loan and Investments Committee

This committee is headed by the Chairman of EWBC whose primary responsibility is to
oversee EWBC'’s credit risk-taking activities and overall adherence to the credit risk
management framework, review business/credit risk strategies, quality and profitability of
EWBC'’s credit portfolio and recommends changes to the credit evaluation process, credit risk
acceptance criteria and the minimum and target return per credit or investment transaction.
All credit risk-taking activities based on EWBC’s established approving authorities are
evaluated and approved by this committee. It establishes infrastructure by ensuring business
units have the right systems and adequate and competent manpower support to effectively
manage its credit risk.

Audit Committee (Audit Com)

The Audit Com assists the BOD in fulfilling its oversight responsibilities for the financial
reporting process, the system of internal control, the audit process, and EWBC’s process for
monitoring compliance with laws and regulation and the code of conduct. It retains oversight
responsibility for operational risk, the integrity of EWBC’s financial statements, compliance,
legal risk and overall policies and practices relating to risk management. It is tasked to discuss
with management of EWBC’s major risk exposures and ensures accountability on the part of
management to monitor and control such exposures including EWBC’s risk assessment and
risk management policies. The Committee discusses with management and the independent
auditor the major issues regarding accounting principles and financial statement presentation,
including any significant changes in EWBC’s selection or application of accounting
principles; and major issues as to the adequacy of EWBC’s internal controls; and the effect of
regulatory and accounting initiatives, as well as off-balance sheet structures, on the financial
statements of EWBC.

Corporate Governance and Compliance Committee (CGCC)

The CGCC is responsible for ensuring the BOD’s effectiveness and due observance of
corporate governance principles and guidelines. It reviews and assesses the adequacy of the
CGCCs charter and Corporate Governance Manual and recommends changes as necessary. It
oversees the implementation of EWBC’s compliance program and ensures compliance issues
are resolved expeditiously. It assists Board members in assessing whether EWBC is
managing its compliance risk effectively and ensures regular review of the Compliance
program.

Risk Management Division (RMD)

RMD performs an independent risk governance function within EWBC. RMD is tasked with
identifying, measuring, controlling and monitoring existing and emerging risks inherent in
EWBC'’s overall portfolio (on or off balance sheet). RMD develops and employs risk
assessment tools to facilitate risk identification, analysis and measurement. It is responsible
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for developing and implementing the framework for policies and practices to assess and
manage enterprise-wide market, credit and operational risks. It also develops and endorses
risk tolerance limits for BOD approval, as endorsed by the RMC, and monitors compliance to
approved risk tolerance limits. Finally, it regularly apprises the BOD, through the RMC, the
results of its risk monitoring.

i. Internal Audit Division (IAD)
IAD provides an independent assessment of EWBC’s management and effectiveness of
existing internal control systems through adherence testing of processes and controls across
the organization. The IAD audits risk management processes throughout EWBC annually or
in a cycle depending on the latest audit rating. It employs a risk-based audit approach that
examines both the adequacy of the procedures and EWBC’s compliance with the procedures.
It discusses the results of all assessments with management, and reports its findings and
recommendations to the Aud Com which in turn, conducts the detailed discussion of the
findings and recommendations during its regular meetings. IAD’s activities are suitably
designed to provide the BOD with reasonable assurance that significant financial and
operating information is materially complete, reliable and accurate; internal resources are
adequately protected; and employee performance is in compliance with EWBC’s policies,
standards, procedures and applicable laws and regulations.

j. Compliance Division
Compliance Division is responsible for reviewing any legal or regulatory matters that could
have a significant impact on EWBC’s financial statements, EWBC’s compliance with
applicable laws and regulations, and inquiries received from regulators or governmental
agencies. It reviews the effectiveness and adequacy of the system for monitoring compliance
with laws and regulations and the results of management's investigation and follow-up
(including disciplinary action) for any instances of noncompliance.

Risk Mitigation

Pursuant to the BSP’s regulations, EWBC is required to establish a system of identifying and
monitoring existing or potential problem loans and other risk assets and of evaluating credit
policies vis-a-vis prevailing circumstances and emerging portfolio trends. In compliance with this
requirement, the RMD, on a regular basis or as circumstances requires, establishes and maintains a
system for monitoring the credit quality of individual accounts and updates the senior management
of EWBC, accordingly through the classification of accounts under EWBC’s overall portfolio.

A system of rating risk exposures and impairment testing of individual and portfolio accounts for
both the consumer and corporate accounts are also undertaken to determine adequacy of risk
mitigation strategies set by EWBC. Borrowers with unquestionable repaying capacity and to
whom EWBC is prepared to lend on an unsecured basis, either partially or totally, are generally
rated high grade borrowers. A standard rated borrower normally require tangible collateral such
as real estate mortgage (REM) to either fully or partially secure the credit facilities because it
indicates a relatively higher credit risk than those accounts as high grade. For any account to be
acceptable, its rating should be in the high and standard grades. For sub-standard grade accounts,
the granting of new/additional loans/credits may be considered on a fully secured basis only and
covered by readily marketable and prime collateral such as REM and non-risk assets

(e.g., government securities, bank deposits).
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Credit Risk

Credit concentration

Excessive concentration of lending plays a significant role in the weakening of asset quality.
EWBC reduces this risk by diversifying its loan portfolio across various sectors and borrowers.
EWBC believes that good diversification across economic sectors and geographic areas, among
others, will enable it to ride through business cycles without causing undue harm to its asset
quality.

RMD reviews EWBC'’s loan portfolio in line with EWBC’s policy of not having significant
concentrations of exposure to specific industries or group of borrowers. Management of
concentration of risk is by client/counterparty and by industry sector. For risk concentration
monitoring purposes, the financial assets are broadly categorized into loans and receivables, loans
and advances to banks, and investment securities. RMD ensures compliance to BSP’s limit on
exposure to any single person or group of connected persons by closely monitoring large
exposures and top 20 borrowers for both single and group accounts.

To maintain the quality of its large exposure accounts, it is EWBC’s policy to keep the expected
loss (determined based on the credit risk rating of the account) from such accounts to, at most, one
percent (1%) of the aggregate outstanding balance of accounts that qualify as large exposures.
With this, accounts with better risk grades are given priority in terms of being granted a bigger
share in EWBC’s loan facilities.

While there is currently no industry limit set, EWBC considers its loan portfolio concentrated if at

least thirty percent (30%) of it is centered on a particular industry sector.

Credit concentration profile as of December 31, 2010 and 2009

Maximum credit risk exposures

The following table shows EWBC’s maximum exposure to credit risk without taking into account

any collateral held or other credit enhancements (amounts in thousands):

2010 2009
Due from BSP P11,556,018 6,322,227
Due from other banks 1,205,345 3,285,005
IBLR and SPURA 2,598,621 8,933,100
Financial assets at FVPL
Government securities 4,598,465 1,422,736
Private bonds 14 64,366
4,598,479 1,487,102
AFS investments
Government securities 11,309,398 13,544,135
Private bonds 4,693,714 1,577,730
Unquoted equity instruments 105,363 123,220
16,108,475 15,245,085
Loans and receivables
Receivables from customers
Corporate lending 17,148,013 10,911,293
Consumer lending 21,440,554 13,874,480
Residential mortgages - 3,124,810
Small business lending - 3,279,998
38,588,567 31,190,581
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2010 2009

Unquoted debt securities
Government securities B127,574 P288,825
Private bonds 96,131 100,170
223,705 388,995

Other receivables

Accounts receivable 537,406 649,710
Accrued interest receivable 652,630 490,102
Sales contract receivable 154,931 136,999
1,344,967 1,276,811
40,157,239 32,856,387
76,224,177 68,128,906
Commitments 18,720,599 18,620,827
Contingent liabilities 20,880,438 21,553,275
39,601,037 40,174,102

P115,825214  P108,303,008

Large exposures and top 20 borrowers

The table below summarizes the data on EWBC’s top 20 borrowers and large exposures (amounts

in billions):

Top 20 Borrowers

Large Exposures

Single Group Single Group

Borrowers Borrowers  Borrowers Borrowers
Aggregate Exposure £8.9 £9.5 BS.1 BS.6
Composite Risk Rating 2.6 2.7 1.7 1.9
Total Expected Loss/Aggregate Exposure 0.52% 0.47% 0.18% 0.20%

As of December 31, 2010 and 2009, the maximum credit exposure to any client or counterparty is
about £2.0 billion and 1.5 billion, respectively. These maximum credit exposures, after due
consideration of the allowed credit enhancements, are compliant with the regulatory single

borrower’s limit of 25% of EWBC’s net worth.

Concentration by industry

An industry sector analysis of EWBC’s financial assets follows (in thousands):

2010
Loans and
Loans and  Advances to Investment
Receivables* Banks** Securities*** Total
Financial intermediation P3,491,587 £15,359,983 $£20,706,954 $£39,558,524
Real estate and renting & business activity 4,067,369 - - 4,067,369
Private households w/ employed persons 17,224,808 - - 17,224,808
Wholesale & retail trade, repair of motor vehicles 5,601,451 - - 5,601,451
Manufacturing 3,024,311 - - 3,024,311
Agriculture, fisheries and forestry 3,565,267 - - 3,565,267
Transportation, storage and communication 1,034,209 - - 1,034,209
Others 41,749,275 - - 41,749,275

P£79,758,277  £15,359,983

£20,706,954 £115,825,214

*  Includes contingent liabilities and commitments amounting to £39.6 billion.
**  Comprised of Due from BSP, Due from other banks and IBLR and SPURA.
***  Comprised of Financial assets at FVPL and AFS investments.
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2009
Loans and
Loansand  Advances to Investment
Receivables* Banks**  Securities*** Total
Financial intermediation P1,470,640 P18,540,332 £16,732,187 P36,743,159
Real estate and renting & business activity 4,836,241 - - 4,836,241
Private households w/ employed persons 24,139,354 - - 24,139,354
Wholesale & retail trade, repair of motor vehicles 5,802,018 - - 5,802,018
Manufacturing 2,752,309 - - 2,752,309
Agriculture, fisheries and forestry 402,054 - - 402,054
Transportation, storage and communication 915,323 - - 915,323
Others 32,712,550 — - 32,712,550
P73,030,489 £18,540,332 P16,732,187 £108,303,008

*  Includes contingent liabilities and commitments.
**  Comprised of Due from BSP, Due from other banks and IBLR and SPURA.
***  Comprised of Financial assets at FVPL and AFS investments.

Collateral and other credit enhancements

Collaterals are taken into consideration during the loan application process as they offer an
alternative way of collecting from the client should a default occur. The percentage of loan value
attached to the collateral offered is part of EWBC’s lending guidelines. Such percentages take
into account safety margins for foreign exchange rate exposure/fluctuations, interest rate exposure,
and price volatility.

Collaterals are valued according to existing credit policy standards and, following the latest
appraisal report, serve as the basis for the amount of the secured loan facility.

Premium security items are collaterals that have the effect of reducing the estimated credit risk for
a facility. The primary consideration for enhancements falling under such category is the ease of
converting them to cash.

EWBC is not permitted to sell or re-pledge the collateral in the absence of default by the owner of
the collateral. It is EWBC’s policy to dispose assets acquired in an orderly fashion. The proceeds
of the sale of the foreclosed assets, included under ‘Investment Properties,” are used to reduce or
repay the outstanding claim. In general, EWBC does not occupy repossessed properties for
business use.

As part of EWBC’s risk control on security/collateral documentation, standard documents are
made for each security type and deviation from the pro-forma documents are subject to Legal
Services Division’s approval prior to acceptance.

Credit collaterals profile as of December 31, 2010 and 2009
Below table provides the collateral profile of EWBC’s outstanding loan portfolio:

Security
Corporate Loans Consumer Loans
31-Dec-2010 31-Dec-2009  31-Dec-2010 31-Dec-2009
REM* 13.5% 14.3% 18.4% 18.4%
Other Collateral ** 36.9% 27.6% 28.1% 28.1%
Unsecured 49.6% 58.0% 53.5% 53.5%

*  Real Estate Mortgage
**  Consists of government securities, stocks and bonds, hold-out on deposits, assignment of receivables and inventories, etc.

Internal Credit Risk Rating System

EWBC employs a credit scoring system for corporate loan exposures of borrowers with asset size
of at least 15.0 million to assess risks relating to the borrower and the loan exposure. Borrower
risk is evaluated by considering (a) quantitative factors under financial condition and (b)
qualitative factors, such as management quality and industry outlook.
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Financial condition assessment focuses on profitability, liquidity, capital adequacy, sales growth,
production efficiency and leverage. Management quality determination is based on EWBC’s
strategies, management competence and skills and management of banking relationship. On the
other hand, industry prospect is evaluated based on its importance to the economy, growth,
industry structure and relevant government policies.

Based on these factors, each borrower is assigned a Borrower Risk Rating (BRR), a 10-scale
scoring system that ranges from 1 to 10. In addition to the BRR, EWBC assigns a Facility Risk
Rating (FRR) to determine the risk of the prospective (or existing) exposure with respect to each
credit facility that it applied for (or under which the exposure is accommodated). The FRR
focuses on the quality and quantity of the collateral applicable to the underlying facility,
independent of borrower quality. Consideration is given to the availability and amount of any
collateral and the degree of control, which the lender has over the collateral. FRR applies both to
balance sheet facilities and contingent liabilities. One FRR is determined for each individual
facility taking into account the different security arrangements or risk influencing factors to allow
a more precise presentation of risk. A borrower with multiple facilities will have one BRR and
multiple FRRs. The combination of the BRR and the FRR results to the Adjusted Borrower Risk
Rating (ABRR).

The credit rating for each borrower is reviewed annually. A more frequent review is warranted in
cases where the borrower has a higher risk profile or when there are extraordinary or adverse
developments affecting the borrower, the industry and/or the Philippine economy.

The following is a brief explanation of EWBC’s risk grades:

Rating Description Account/Borrower Characteristics
1 Excellent e low probability of going into default within the coming year; very high debt
service capacity and balance sheets show no sign of any weakness
e  hasready access to adequate funding sources
high degree of stability, substance and diversity
of the highest quality under virtually all economic conditions
low probability of going into default in the coming year
access to money markets is relatively good
business remains viable under normal market conditions
strong market position with a history of successful financial performance
financials show adequate cash flows for debt servicing and generally
conservative balance sheets
3 Good e sound but may be susceptible, to a limited extent, to cyclical changes in the
markets in which they operate
e financial performance is good and capacity to service debt remains
comfortable
o  cash flows remain healthy and critical balance sheet ratios are at par with
industry norms
e  reported profits in the past three years and expected to sustain profitability
in the coming year
4 Satisfactory e  clear risk elements exist and probability of going into default is somewhat
greater, as reflected in the volatility of earnings and overall performance
normally have limited access to public financial markets
e able to withstand normal business cycles, but expected to deteriorate beyond
acceptable levels under prolonged unfavorable economic period
e combination of reasonably sound asset and cash flow protection
5 Acceptable o  risk elements for EWBC are sufficiently pronounced, but would still be able
to withstand normal business cycles
e immediate deterioration beyond acceptable levels is expected given
prolonged unfavorable economic period
e there is sufficient cash flow either historically or expected in the future in
spite of economic downturn combined with asset protection

2 Strong

(Forward)
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Rating Description Account/Borrower Characteristics
6 Watchlist e affected by unfavorable industry or company-specific risk factors
e  operating performance and financial strength may be marginal and ability to
attract alternative sources of finance is uncertain
e  difficulty in coping with any significant economic downturn; some payment
defaults encountered
e net losses for at least two consecutive years
7 Special Mention e ability or willingness to service debt are in doubt
weakened creditworthiness
e  Expected to experience financial difficulties, putting EWBC’s exposure at
risk
8 Substandard e  collectability of principal or interest becomes questionable by reason of
adverse developments or important weaknesses in financial cover
e negative cash flows from operations and negative interest coverage
e  past due for more than 90 days
there exists the possibility of future loss to EWBC unless given closer
supervision
9 Doubtful e unable or unwilling to service debt over an extended period of time and near
future prospects of orderly debt service are doubtful
e with non-performing loan (NPL) status
previously rated “Substandard” by the BSP
e loss on credit exposure unavoidable

10 Loss e totally uncollectible
e prospect of re-establishment of creditworthiness and debt service is remote
e lender shall take or has taken title to the assets and is preparing foreclosure
and/or liquidation although partial recovery may be obtained in the future
e  considered uncollectible or worthless and of such little value that continuance
as bankable assets is not warranted although the loans may have some
recovery or salvage value

It is EWBC’s policy to maintain accurate and consistent risk ratings across the credit portfolio.
This facilitates a focused management of the applicable risk and the comparison of credit
exposures across all lines of business, geographic regions and products. The rating system is
supported by a variety of financial analytics, combined with processed market information to
provide the main inputs for the measurement of counterparty risk. All internal risk ratings are
tailored to the various categories and are derived in accordance with EWBC’s rating policy. The
risk ratings are assessed and updated regularly.

Credit quality profile as of December 31, 2010 and 2009

External ratings

EWBC also uses external ratings, such as Standard & Poor’s, Moody’s, and Fitch, to evaluate its
counterparties. Accounts falling under this category are normally of the following nature: Due
from Other Banks, Financial Assets at FVPL, and AFS investments.
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Investments and Financial Securities
The table below shows credit quality, based on external ratings, per class of financial assets that
are neither past due nor impaired gross of allowance for credit losses (amounts in thousands):

2010

AA/A BB/B Unrated Total
Due from BSP P- P11,556,018 P- P11,556,018
Due from other banks 238,575 479,799 486,971 1,205,345
IBLR and SPURA 1,424,800 - 1,173,821 2,598,621

Financial assets at FVPL
Government securities - 4,598,465 - 4,598,465
Private bonds - - 14 14
- 4,598,465 14 4,598,479

AFS investments

Government securities - 11,309,398 - 11,309,398
Private bonds 96,018 2,714,468 1,883,228 4,693,714
Unquoted equity investments - - 105,363 105,363

96,018 14,023,866 1,988,591 16,108,475
P£1,759,393  £30,658,148 £3,649,397  £36,066,938

2009
AA/A BB/B Unrated Total
Due from BSP P £6,322,227 P 26,349,243

Due from other banks 2,148,464 1,132,691 3,850 3,285,005
IBLR and SPURA - - 8,933,100 8,933,100
Financial assets at FVPL

Government securities - 1,422,736 - 1,422,736
Private bonds 5,262 59,104 - 64,366
5,262 1,481,840 — 1,487,102

AFS investments
Government securities 49,333 13,494,802 - 13,544,135
Private bonds 456,106 187,960 933,664 1,577,730
Unquoted equity investments — — 174,831 174,831

505,439 13,682,762 1,108,495 15,296,696
P2,659,165 P22,619,520 £10,045,445 $£35,324,130

The tables below show the credit quality by class of asset for loans and receivables based on
EWBC'’s credit rating system.

2010
Standard Substandard

High Grade Grade Grade Unrated Total

Receivables from customers
Corporate lending £10,924,122 £5,649,971 P484,246 £89,673 £17,148,012
Consumer lending 2,382,435 9,412,277 9,645,842 - 21,440,554
13,306,557 15,062,248 10,130,088 89,673 38,588,566
Unquoted debt securities - - - 223,705 223,705
Accounts receivable - - - 537,406 537,406
Accrued interest receivable - - - 652,630 652,630
Sales contract receivable - - - 154,931 154,931

- - - 1,568,672 1,568,672
P£13,306,557 P15,062,248 $£10,130,088  P1,658,345  £40,157,238

2009
Standard ~ Substandard

High Grade Grade Grade Unrated Total

Receivables from customers
Corporate lending P4,140,128 P8,758,872 P2,240 P333,376 P13,234,616
Consumer lending 302,596 9,662,180 7,926,508 — 17,891,284
4,442,724 18,421,052 7,928,748 333,376 31,125,900
Unquoted debt securities - - - 388,995 388,995
Accounts receivable - - - 649,710 649,710
Accrued interest receivable - - - 490,102 490,102
Sales contract receivable - - - 136,999 136,999

— - - 1,665,806 1,665,806
P4,442,724 P18,421,052 P7,928,748  P1,999,182  £32,791,706
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Borrowers with unquestionable repaying capacity and to whom EWBC is prepared to lend on an
unsecured basis, either partially or totally, are generally rated as High Grade borrowers. Standard
rated borrowers normally require tangible collateral, such as REM, to either fully or partially
secure the credit facilities as such accounts indicate a relatively higher credit risk than those
considered as High Grade. For any account to be acceptable, its rating should be in the High and
Standard grades. Substandard accounts pertain to corporate accounts falling under the
“Substandard,” “Doubtful” and “Loss” categories under ICRRS and unsecured revolving credit
facilities.

Impairment Assessment
On a regular basis, EWBC conducts an impairment assessment exercise to determine expected
losses on its loans portfolio.

The main considerations for the loan impairment assessment include whether any payments of
principal or interest are overdue by more than 90 days or if there are any known difficulties in the
cash flows of counterparties, credit rating downgrades, or infringement of the original terms of the
contract. EWBC addresses impairment assessment in two areas: specific or individually assessed
allowances and collectively assessed allowances.

a. Specific Impairment Testing
Specific impairment testing is the process whereby classified accounts are individually subject
to impairment testing. Classified accounts are past due accounts and accounts whose credit
standing and/or collateral has weakened due to varying circumstances. This present status of
the account may adversely affect the collection of both principal and interest payments.

Indicators of impairment testing are past due accounts, decline in credit rating from
independent rating agencies and recurring net losses.

The net recoverable amount is computed using the present value approach. The discount rate
used for loans with fixed and floating interest rate is the original EIR and last repriced interest
rate, respectively. Net recoverable amount is the total cash inflows to be collected over the
entire term of the loan or the expected proceeds from the sale of collateral. Specific
impairment testing parameters include the account information (original and outstanding loan
amount), interest rate (nominal and historical effective) and the business plan. Also included
are the expected date of recovery, expected cash flows, probability of collection, and the
carrying value of loan and net recoverable amount.

EWBC conducts specific impairment testing on all classified and restructured corporate
accounts.

b. Collective Impairment Testing
All other accounts which were assessed to not go through individual assessment are grouped
based on similar credit characteristics and are collectively assessed for impairment under the
Collective Impairment Testing. This is also in accordance with PAS 39, which provides that
all loan accounts not included in the specific impairment test shall be subjected to collective
testing.
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Collective impairment testing of corporate accounts

Corporate Accounts, which are unclassified and with current status are grouped in accordance with
industry and collateral (whether secured or unsecured). Impairment loss is derived by multiplying
the outstanding loan balance on a per industry and security level against a “factor rate.” The factor
rate, which estimates the expected loss from the credit exposure, is the product of the Default Rate
(DR) and the Loss Given Default Rate (LGDR). DR is estimated based on the 3-year historical
average default experience by industry exposure of EWBC, while, LGDR is estimated based on
loss experience (net of recoveries from collateral) for the same reference period.

Collective impairment testing of consumer accounts

Consumer accounts, both in current and past due status are collectively tested for impairment as
required under PAS 39. Accounts are grouped by type of product - salary loans, housing loans,
auto loans and credit cards.

Similar to the corporate accounts, consumer accounts adopts the basic model of estimating
expected loss given an exposure by taking the product of DR and LGDR. LGDR, on the other
hand, is estimated at 100% less recoveries, where recoveries are estimated based on collection
experience, i.e. estimated proceeds from sale of collateral, restructuring, and client-initiated
recoveries. Historical experience considered ranges from a minimum of 2 to 3-year cycle,
depending on data availability.

The table below shows the aging analysis of the past due but not impaired loans and receivables
per class that EWBC held. Under PFRS 7, a financial asset is past due when a counterparty has
failed to make payments when contractually due.

2010
Less than 31to 61 to 91 to More than
30 days 60 days 90 days 180 days 180 days Total
Loans and receivables
Corporate lending P £5,000 £12,000 £2,390 £4,916 £24,306
Consumer lending 18,859 1,532 31,504 44,715 54,501 151,111
Residential mortgages - — - — - —
P£18,859 P£6,532 P£43,504 £47,105 P59,417 P175,417
2009
Less than 31to 61 to 91 to More than
30 days 60 days 90 days 180 days 180 days Total
Loans and receivables
Corporate lending P75,046 P £2,000 £2,027 P101,355 P180,428
Consumer lending - - - - - -
Residential mortgages 19,424 7,339 78,284 40,587 181,622 327,256
P£94,470 P7,339 P80,284 P42,614 P282,977 P507,684

Collaterals of past due but not impaired loans mostly consist of REM of industrial, commercial,
residential and developed agricultural real estate properties.

Carrying amount per class of financial assets whose terms have been renegotiated
The table below shows the carrying amount for renegotiated financial assets by class (amounts in
thousands).

2010 2009

Receivables from customers:
Corporate lending B584,272 P388,839
Consumer lending 720,861 486,295

P1,305,133 P375,134
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Liquidity Risk

The main responsibility of daily asset liability management lies with the Treasury Group,
specifically the Liquidity Desk, which is tasked to manage EWBC’s statement of financial
position and have a thorough understanding of the risk elements involved in the business.
EWBC'’s liquidity risk management is then monitored through ALCO. Resulting analysis of the
statement of financial position along with the recommendation is presented during the weekly
ALCO meeting where deliberations, formulation of actions and decisions are made to minimize
risk and maximize EWBC’s returns. Discussions include actions taken in the previous ALCO
meeting, economic and market status and outlook, liquidity risk, pricing and interest rate structure,
limit status and utilization. To ensure that EWBC has sufficient liquidity at all times, the ALCO
formulates a contingency plan which sets out the amount and the sources of funds (such as
unutilized credit facilities) available to EWBC and the circumstances under which such funds will
be used.

By way of the Maximum Cumulative Outflow (MCO) limit, EWBC is able to manage its short-
term liquidity risks by placing a cap on the outflow of cash on a cumulative basis. EWBC takes a
multi-tiered approach to maintaining liquid assets. EWBC’s principal source of liquidity is
comprised of COCI, due from BSP, due from other banks and IBLR and SPURA with maturities
of less than one year. In addition to regulatory reserves, EWBC maintains a sufficient level of
secondary reserves in the form of liquid assets such as short-term trading and investment securities
that can be realized quickly.

Analysis of financial assets and liabilities by remaining contractual maturities

The table below shows the maturity profile of EWBC’s financial assets and liabilities, based on its
internal methodology that manages liquidity based on contractual undiscounted cash flows
(amounts in millions):

2010
Up to >1to3 >3t0 6 >6to 12 Beyond 1
On demand 1 month months months months Year Total
Financial Assets
Cash and cash equivalents* £6,889 £8,328 £2,225 - - P24 £17,466
Investments and trading
securities** - 8,021 4,662 3,030 4,961 29 20,703
Loans and receivables - 15,370 4,399 3,528 2,645 14,377 40,319
Other assets 55 — — - - - 55
P£6,944 P31,719 P11,286 6,558 27,606 P£14,430 P78,543
2010
Up to >1to3 >3 t0 6 >6to 12 Beyond 1
On demand 1 month months months months Year Total
Financial Liabilities
Deposit liabilities P- P1,137 1,075 P534 B3 63,676 P£66,425
Bills and acceptances payable - 100 - - - 61 161
Subordinated debt - - - - - 2,750 2,750
Other liabilities*** 313 172 - - - 3,458 3,943
Contingent liabilities - (19) 130 276 11 555 953
£313 £1,390 £1,205 £810 P14 £70,500 £74,232
* Consist of cash and cash other items, due from BSP, due from other banks and interbank loans receivable
** Consist of financial assets at FVPL and AFS investments
2009
Up to >1to3 >3t06 >6to 12 Beyond 1
On demand 1 month months months months Year Total
Financial Assets
Cash and cash equivalents* P7,557 210,206 £2,907 P P P £20,670
Investments and trading
securities** - 4,962 2,658 2,207 1,110 5,523 16,460
Loans and receivables - 10,201 2,699 2,142 1,380 16,863 33,285
Other assets 39 - - - - - 39
P7,596 P25,369 P8.,264 P4,349 P2,490 P22,386 P70,454
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2009
Up to >1to3 >3t06 >6to 12 Beyond 1

On demand 1 month months months months Year Total

Financial Liabilities
Deposit liabilities P- P65 P541 P- P- 59,066 P59,672
Bills and acceptances payable - 1,954 4 - - 13 1,971
Subordinated debt - - - - - 1,250 1,250
Other liabilities*** 1,314 168 6 7 4 2,494 3,993
Contingent liabilities — 127 176 (7) 15 378 689
P1,314 P2,314 P727 P- P19 P63,201 P67,575

* Consist of cash and cash other items, due from BSP, due from other banks and interbank loans receivable
** Consist of financial assets at FVPL and AFS investments

EWBC manages liquidity by maintaining a loan portfolio with what it assesses to be sufficient of
short-term loans. As of December 31, 2010, £25.9 million or 64.31% of EWBC'’s total gross
loans and receivables had remaining maturities of less than one (1) year. The total portfolio of
trading and investment securities is comprised mostly of securities with remaining maturities of
less than one year.

EWBC was fully compliant with BSP’s limits on FCDU Asset Cover and FCDU Liquid Assets
Cover, having reported ratios above 100% and 30%, respectively, as of December 31, 2010.

Market Risk

Market Risk in the Trading Books

The Board has set limits on the level of risk that may be accepted. Price risk limits are applied at
the business unit level and approved by the BOD based on, among other things, a business unit’s
capacity to manage price risks, the size and distribution of the aggregate exposure to price risks
and the expected return relative to price risks.

EWBC applies a VaR methodology to assess the market risk positions held and to estimate the
potential economic loss based upon a number of parameters and assumptions on market
conditions. VaR is a method used in measuring financial risk by estimating the potential negative
change in the market value of a portfolio at a given confidence level and over a specified time
horizon.

Objectives and limitations of the VaR Methodology

EWBC uses the parametric VaR model, using one-year historical Bloomberg data set to assess
possible changes in the market value of the trading portfolio. The VaR model is designed to
measure market risk in a normal market environment. The model assumes that any change
occurring in the risk factors affecting the normal market environment will create outcomes that
follow a normal distribution. The use of VaR has limitations because correlations and volatilities
in market prices are based on historical data and VaR assumes that future price movements will
follow a statistical distribution. Due to the fact that VaR relies heavily on historical data to
provide information and may not clearly predict the future changes and modifications of the risk
factors, the probability of large market moves may be underestimated if changes in risk factors fail
to align with the normal distribution assumption. VaR may also be under or over estimated due to
assumptions placed on risk factors and the relationship between such factors for specific
instruments. Even though positions may change throughout the day, the VaR only represents the
risk of the portfolio at the close of each business day, and it does not account for any losses that
may occur beyond the 99% confidence level.

In practice, actual trading results will differ from the VaR calculation and, in particular, the
calculation does not provide a meaningful indication of profits and losses in stressed market
conditions. To determine the reliability of the VaR model, actual outcomes are monitored through
back testing to test the accuracy of the VaR model.
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Stress testing provides a means of complementing VaR by simulating the potential loss impact on
market risk positions from extreme market conditions, such as 100 bps increase in interest rates.

VaR assumptions

The VaR that EWBC measures is an estimate, using a confidence level of 99% of the potential
loss that is not expected to be exceeded if the current market risk positions were to be held
unchanged for 3 days. The use of a 99% confidence level means that within a three-day horizon,
losses exceeding the VaR figure should occur, on average, not more than once every hundred
days.

VaR is an integral part of EWBC’s market risk management and encompasses trading positions
held for trading and AFS investments. VaR exposures form part of the market risk monitoring
which is reviewed daily against the limit approved by the Board. If the Market Risk Limit is
exceeded, such occurrence is promptly reported to senior management, and further to the Board.

The VaR below pertains to interest rate risk of trading books.

2010 2009
Year-end VaR £220,626,365 P213,515,126
Average VaR 204,856,013 220,333,793
Highest VaR 229,281,319 372,659,357
Lowest VaR 158,050,678 21,765,095

The year-end VaR for 2010 was based on a portfolio position size equal to £19.15 billion with an
average yield of 4.87 % and average maturity of five years and eleven months, compared to last
year’s position size equal to £9.79 billion with an average yield of approximately 6.0% and
average maturity of four years and one month. Government bonds comprise most of EWBC’s
securities.

Foreign Currency Risk

EWBC holds foreign currency denominated assets and liabilities, thus, fluctuations on the foreign
exchange rates can affect the financial and cash flows of EWBC. Managing the foreign exchange
exposure is important for banks with exposures in foreign currencies. It includes managing foreign
currency positions in order to control the impact of changes in exchange rates on the financial
position of EWBC.

As noted above, EWBC likewise applies the VaR methodology in estimating the potential loss of
EWBC due to foreign currency fluctuations. EWBC uses a 99% confidence level with one-day
horizon in estimating the FX VaR. The use of a 99% confidence level means that within a one-

day horizon, losses exceeding the VaR figure should occur, on average, not more than once every
hundred days.

EWBC'’s policy is to maintain foreign currency exposure within acceptable limits and within
existing regulatory guidelines. In 2010, EWBC’s profile of foreign currency exposure on its
assets and liabilities is within limits for financial institutions engaged in the type of businesses in
which EWBC is engaged.

Some of EWBC'’s transactions exposed to foreign currency fluctuations include spots and
forwards contract, asset swaps and due from other banks. Most of EWBC’s FX position emanates
from the RBU books while in the FCDU books, minimal FX position is expected since the BSP
required banks to match the foreign currency assets with the foreign currency liabilities. Banks
are required to maintain at all times a 100% cover for their currency liabilities held through
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FCDU. In addition, the BSP requires a 30% liquidity reserve on all foreign currency liabilities
held through FCDU.

Total foreign exchange currency position is monitored through the daily BSP FX position reports,
which are subject to the overbought and oversold limits set by the BSP at 20% of unimpaired
capital or US$50.0 million, whichever is lower. Internal limit regarding the end-of-day trading
positions in FX, which take into account the trading desk and the branch FX transactions, are also
monitored.

The table below summarizes EWBC’s exposure to foreign exchange risk as of December 31, 2010

and 2009 (amounts in USD):

2010
Other
USD currencies Total

Assets
Gross FX assets $472,032,711 $1,535,223 $473,567,934
Contingent FX assets 261,754,185 - 261,754,185

733,786,896 1,535,223 735,322,119
Liabilities
Gross FX liabilities 347,740,755 846,244 348,586,999
Contingent FX liabilities 393,320,000 - 393,320,000

741,060,755 846,244 741,906,999
Net exposure ($7,273,859) $688,979 ($6,584,880)

2009
Other
USD currencies Total

Assets
Gross FX assets $422,802,005 $1,845,959 $424,647,964
Contingent FX assets 200,278,061 — 200,278,061

623,080,066 1,845,959 624,926,025
Liabilities
Gross FX liabilities 385,854,992 257,612 386,112,604
Contingent FX liabilities 242,632,105 - 242,632,105

628,487,097 257,612 628,744,709
Net exposure ($5,407,031) $1,588,347  ($3,818,684)

The table below indicates the currencies to which EWBC had significant exposures as of
December 31, 2010 and 2009 (amounts in millions). The analysis calculates the effect of a
reasonably possible movement of the currency rate against Peso, with all other variables held
constant on the statement of income. A negative amount reflects a potential net reduction in
statement of income while a positive amount reflects net potential increase. There is no other
impact on EWBC’s equity other than those already affecting the statements of income.

2010
Foreign currency appreciates
(depreciates) USD GBP EUR JPY
+10% (P32.81) £0.09 B2.25 £0.48
- 10% 32.81 (0.09) (2.25) (0.48)
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2009
Foreign currency appreciates (depreciates) USD GBP EUR JPY
+ 10% (P25.22) B1.55 P2.42 P2.43
- 10% 25.22 (1.55) (2.42) (2.43)

Market Risk in the Non-Trading Books

Interest rate risk

A critical element of risk management program consists of measuring and monitoring the risks
associated with fluctuations in market interest rates on EWBC’s net interest income. The short-
term nature of the business of its assets and liabilities reduces the exposure of its net interest
income to such risks.

EWBC employs “Gap Analysis” to measure the interest rate sensitivity of its assets and liabilities.
The asset/liability gap analysis measures, for any given period, any mismatches between the
amounts of interest-earning assets and interest-bearing liabilities that would re-price, or mature
(for contracts that do not re-price), during that period. The re-pricing gap is calculated by first
distributing the assets and liabilities contained in EWBC’s statement of financial position into
tenor buckets according to the time remaining to the next re-pricing date (or the time remaining to
maturity if there is no re-pricing), and then obtaining the difference between the total of the re-
pricing (interest rate sensitive) assets and re-pricing (interest rate sensitive) liabilities. If there is a
positive gap, there is asset sensitivity which generally means that an increase in interest rates
would have a positive effect on EWBC’s net interest income. If there is a negative gap, this
generally means that an increase in interest rates would have a negative effect on net interest
income.

The following table provides for the average effective interest rates by period of re-pricing (or by
period of maturity if there is no re-pricing) of EWBC as of December 31, 2010 and 2009:

2010
Up to >1 month >3 months >6 months
1 month to 3 months to 6 months to 12 months >12 months
RBU
Financial assets
Cash and cash equivalents 3.44% 1.09% - - -
Loans and receivables 6.18% 6.90% 8.80% 8.60% 10.04%
Investment securities 4.25% 9.26%
Financial liabilities - - - -
Deposit liabilities 3.83% 4.09% 4.12% 5.50% 6.25%
Bills payable 3.32% - - -
Subordinated debt - - - - 8.01%
FCDU
Financial assets
Cash and cash equivalents 0.18% - - - -
Loans and receivables 4.04% 5.56% - - -

Investment securities - - - 2.25% -
Financial liabilities - - - -
Deposit liabilities 1.80% 1.54% 2.10% 1.84% -
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2009
Up to >1 month >3 months >6 months
1 month to 3 months to 6 months to 12 months >12 months
RBU
Financial assets
Cash and cash equivalents 2.23% 3.21% - - -
Loans and receivables 7.77% 8.96% 8.92% 10.54% 12.19%
Investment securities - 6.13% 5.35% 4.68% 7.06%
Financial liabilities - - - -
Deposit liabilities 3.93% 3.52% 3.50% 3.50% -
Bills payable 3.75% 3.95% 5.25% 4.71% 5.96%
Subordinated debt - - - - 8.63%
FCDU
Financial assets
Cash and cash equivalents 0.19% - - - -
Loans and receivables 5.61% - - - -
Investment securities - 5.77% - - 6.20%
Financial liabilities - - - - -
Deposit liabilities 2.18% 2.31% 1.81% 2.91% 1.88%

The following table sets forth the asset-liability gap position of EWBC as of December 31, 2010
and 2009 (amounts in millions):

2010
Up to >1 to >3 to >6 to
1 month 3 months 6 months 12 months >12 months Total
Financial assets
Cash and cash equivalents £3,493 £2,225 - - - £5,718
Loans and receivables 11,106 2,229 1,209 1,441 802 16,787
Investments 8,021 4,662 3,030 4,961 29 20,703
Total financial assets 22,620 9,116 4,239 6,402 831 43,208
Financial liabilities
Deposit liabilities 23,346 6,978 2,539 1,528 4,266 38,657
Bills and acceptances payable 100 - - - - 100
Other liabilities 4 - - - 102 106
Subordinated debt - - - - 2,750 2,750
Contingent liabilities (148) 41 3 11 21 (72)
Total financial liabilities 23,302 7,019 2,542 1,539 7,139 41,541
Asset-liability gap (P682) £2,097 P£1,697 P4,863 (#6,308) P1,667
2009
Upto >1to >3to >6 to
1 month 3 months 6 months 12 months ~ >12 months Total
Financial assets
Cash and cash equivalents £10,200 £2,919 P P P R13,119
Loans and receivables 6,500 2,285 1,098 1,364 720 11,967
Investments 3,901 2,253 2,197 1,100 5,523 14,974
Total financial assets 20,602 7,457 3,295 2,463 6,244 40,061
Financial liabilities
Deposit liabilities 18,944 7,582 2,204 1,307 6,519 36,556
Bills and acceptances payable 808 323 346 481 - 1,958
Other liabilities - - - - 1,250 1,250
Subordinated debt 70 (6) (7) 8 — 65
Total financial liabilities 19,822 7,899 2,543 1,796 7,769 39,829
Asset-liability gap P780 (P442) P752 P667 (P1,525) P232

With the above re-pricing gap, EWBC could expect negative returns on the first month of 2011
should there be an upward movement in interest rates. Such movement, on the other hand, shall
be favorable on the succeeding months until the end of 2011, given that there is more interest
earning assets than interest bearing liabilities expected to re-price within the 11-month period.
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EWBC also monitors its exposure to fluctuations in interest rates by using scenario analysis to
estimate the impact of interest rate movements on its interest income. This is done by modeling
the impact to EWBC’s interest income and interest expenses of different parallel changes in the
interest rate curve, assuming the parallel change only occurs once and the interest rate curve after
the parallel change does not change again for the next twelve months.

The following table sets forth, for the period indicated, the impact of changes in interest rates on
EWBC'’s non-trading net interest income before tax (amounts in millions):

Change in basis points 2010 2009
+100bps P33.71 P10.16
- 100bps 33.71) (10.16)

Operational Risk

EWBC captures, analyzes and reports operational risk using crimes and losses data and is
monitored against established limits approved by the BOD. This data capturing is in the process
of enhancement, which eventually would include bank wide risk incident reporting and to be
supported by a risk software tool. This is to be achieved simultaneously with the completion of
the Risk Awareness program introduced in 2010 and is targeted to be completed by yearend 2011.
The program promotes a systematic process of risk identification and control self assessment
(RICSA), and establishes transparency across EWBC through its issues identification and
reporting. The RICSA to be conducted by the business will be used to identify risks and calibrate
the severity of potential risk issues and potential losses. Non-quantifiable risks will be rated based
on reputational risk, compliance risk and health and safety risk. These assessments are to be
reviewed by the lines of businesses and executive management. To the extent appropriate,
assessments are to be reviewed by the Board or its Risk Management Committee to ensure
appropriate risk management on identified enterprise wide issues and oversight.

Based on EWBC’s categorized major operational risk events monitoring, highest exposure for
yearend 2010 has been reported under external fraud totaling 68 actual and potential cases, slightly
higher than 2009 which reported 59 cases.

Financial and Banking Services Capital Management

EWBC actively manages its capital in accordance with regulatory requirements. The primary
objective of which is to ensure that EWBC, at all times, maintains adequate capital to cover risks
inherent to its banking activities without prejudice to optimizing shareholder’s value. As a matter
of policy, EWBC adopts capital adequacy requirements based on the New Capital Accord or Basel
11, as contained in the implementation guidelines of BSP Circular No. 538 which took effect in
July 2007. Under this rule, risk weight ratings are based on external rating agencies. Moreover,
total risk weighted assets is being computed based on credit, market and operational risks.

Under existing BSP regulations, the determination of EWBC’s compliance with regulatory
requirements and ratios is based on the amount of EWBC’s “unimpaired capital” (regulatory net
worth) reported to the BSP, which is determined on the basis of regulatory policies. In addition,
the risk-based CAR of a bank, expressed as a percentage of qualifying capital to risk-weighted
assets, should not be less than 10%. Qualifying capital and risk-weighted assets are computed
based on BSP regulations.
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The regulatory Gross Qualifying Capital of EWBC consists of Tier 1 (core) and Tier 2
(supplementary) capital. Tier 1 capital comprises share capital, retained earnings (including
current year profit) and noncontrolling less required deductions such as deferred income tax and
unsecured credit accommodations to DOSRI. Tier 2 capital includes unsecured subordinated
debts, revaluation reserves and general loan loss provision. Certain items are deducted from the
regulatory Gross Qualifying Capital, such as but not limited to equity investments in
unconsolidated subsidiary banks and other financial allied undertakings, but excluding
investments in debt capital instruments of unconsolidated subsidiary banks (for solo basis) and
equity investments in subsidiary non-financial allied undertakings.

Risk-weighted assets are determined by assigning defined risk weights to amounts of on-balance
sheet exposures and to the credit equivalent amounts of off-balance sheet exposures. Certain
items are deducted from risk-weighted assets, such as the excess of general loan loss provision
over the amount permitted to be included in Tier 2 capital. The risk weights vary from 0% to
150% depending on the type of exposure, with the risk weights of off-balance sheet exposures
being subjected further to credit conversion factors.

Below is a summary of risk weights and selected exposure types:

Risk weight Exposure/Asset type*

0% Cash on hand; claims collateralized by securities issued by the national
government, BSP; loans covered by the Trade and Investment
Development Corporation of the Philippines; real estate mortgages
covered by the Home Guarantee Corporation

20% COCI, claims guaranteed by Philippine incorporated banks/quasi-banks
with the highest credit quality; claims guaranteed by foreign incorporated
banks with the highest credit quality; loans to exporters to the extent
guaranteed by Small Business Guarantee and Finance Corporation

50% Housing loans fully secured by first mortgage on residential property;
Local Government Unit (LGU) bonds which are covered by Deed of
Assignment of Internal Revenue allotment of the LGU and guaranteed by
the LGU Guarantee Corporation

75% Direct loans of defined Small Medium Enterprise (SME) and
microfinance loans portfolio; non-performing housing loans fully secured
by first mortgage

100% All other assets (e.g., real estate assets) excluding those deducted from
capital (e.g., deferred income tax)

150% All non-performing loans (except non-performing housing loans fully
secured by first mortgage) and all non-performing debt securities
* Not all inclusive

With respect to off-balance sheet exposures, the exposure amount is multiplied by a credit
conversion factor (CCF), ranging from 0% to 100%, to arrive at the credit equivalent amount,
before the risk weight factor is multiplied to arrive at the risk-weighted exposure. Direct credit
substitutes (e.g., guarantees) have a CCF of 100%, while items not involving credit risk has a CCF
of 0%.
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In the case of derivatives, the credit equivalent amount (against which the risk weight factor is
multiplied to arrive at the risk-weighted exposure) is generally the sum of the current credit
exposure or replacement cost (the positive fair value or zero if the fair value is negative or zero)
and an estimate of the potential future credit exposure or add-on. The add-on ranges from 0% to
1.5% (interest rate-related) and from 1% to 7.5% (exchange rate-related), depending on the
residual maturity of the contract. For credit-linked notes and similar instruments, the risk-
weighted exposure is the higher of the exposure based on the risk weight of the issuer’s collateral
or the reference entity or entities.

EWBC'’s risk-weighted capital adequacy ratio is calculated by dividing the sum of its Tier 1 and
Tier 2 capital, as defined under BSP regulations, by its risk-weighted assets. The risk-weighted
assets, as defined by the BSP regulations, consist of all of the assets on EWBC’s balance sheet at
their respective book values, together with certain other off-balance sheet items, weighted by
certain percentages depending on the risks associated with the type of assets.

The determination of EWBC’s compliance with regulatory requirements and ratios is based on the
amount of EWBC’s “unimpaired capital” (regulatory net worth) as reported to the BSP, which is
determined on the basis of regulatory accounting practices which differ from PFRS in some
respects.

During the period 2010 and 2009, EWBC has complied with the 10% BSP required capital
adequacy ratio.

The capital-to-risk assets ratio of EWBC as reported to the BSP as of December 31, 2010 and
2009 are shown in the table below (amounts in millions).

2010 2009

Actual Required Actual Required
Tier 1 capital £9,322.70 P7,745.9
Tier 2 capital 3,288.49 1,619.1
Gross qualifying capital 12,611.19 9,365.0
Less Required deductions 1,996.85 2,033.5
Total qualifying capital 10,614.34  $£2,400.00 7,331.5 £2,400.00
Risk weighted assets £54,796.70 B53,702.27
Tier 1 capital ratio 11.02% 10.60%
Total capital ratio 15.96% 10.00% 13.70% 10.00%

The BSP, under BSP Circular No. 538 dated August 4, 2006 has issued the prescribed guidelines
implementing the revised risk-based capital adequacy framework for the Philippine banking
system to conform to Basel Il recommendations. The new BSP guidelines were effective starting
July 1, 2007.

In 2009, the BSP issued Circular No. 639 covering the Internal Capital Adequacy Assessment
Process (ICAAP) which supplements the BSP’s risk-based capital adequacy framework under the
BSP Circular No. 538. As required by the BSP, EWBC is currently in the process of developing
its [CAAP.
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Real Estate, Sugar and Hotel Operations

Interest Rate Risk

The Group’s exposure to the risk for changes in market interest rates relates primarily to the
Group’s long-term debt obligations with a floating interest rate. The Group’s interest rate
exposure management policy centers on reducing the Group’s overall interest expense and
exposure to changes in interest rates. The Group’s policy is to manage its interest cost using a mix
of fixed and floating interest-rate debts. The Group regularly monitors available loans in the
market which is of cheaper interest rate and substitutes high-rate debts of the Group. The Group’s
long-term debt with floating interest rate usually mature after 3-5 years from the date of availment,
while fixed term-loans mature after 5-7 years.

The following table demonstrates the sensitivity to a reasonably possible change in interest rates,
with all other variables held constant, of the Group’s profit before tax and equity (through the
impact on floating rate borrowings). There is no other impact on the Group’s other comprehensive
income other than those already affecting the profit and loss.

Effect on income
Increase (decrease)  before income tax

in basis points (In thousands)
2010 +200 P343,829
-200 343,829

2009 +200 (P259,346)
-200 259,346

The following table sets out the carrying amount by maturity, of the Group’s long-term debts that
are exposed to interest rate risk:

91-Day Treasury Bills/91-Day PDST plus 1% to 2% margin

Below 1 Year 1-2 Years 2-3 Years 3-4 Years Over 4 Years Total
As of December 31, 2010 £3,774,426 £3,606,842 5,297,844 £772,285 £3,740,036 £17,191,433
As of December 31, 2009 942,335 3,328,792 4,158,609 3,074,075 1,463,493 12,967,305

Liquidity Risk

The Group seeks to manage its liquidity profile to be able to finance capital expenditures and
service maturing debts. To cover its financing requirements, the Group intends to use internally
generated funds and available long-term and short-term credit facilities.

As part of its liquidity risk management, the Group regularly evaluates its projected and actual
cash flows. It also continuously assesses conditions in the financial markets for opportunities to
pursue fund raising activities, in case any requirements arise. Fund raising activities may include
bank loans and capital market issues. Accordingly, its loan maturity profile is regularly reviewed
to ensure availability of funding through an adequate amount of credit facilities with financial
institutions.

Overall, the Group’s funding arrangements are designed to keep an appropriate balance between

equity and debt, to give financing flexibility while continuously enhancing the Group’s
businesses.
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The following table summarizes the maturity profile of the Group’s financial assets held to
manage liquidity as of December 31, 2010 and 2009 based on contractual undiscounted payments

December 31,2010
Less than 3 months 1to 3to Over
On demand 3 months to 1 year 3 years 5 years 5 years Total
(In Thousands)
Loans and receivable
Cash in bank P1,022,661 P P P : P-  P1,022,661
Contracts receivable - 384,32 1,083,80: 2,057,02 1,513,35 1,802,201 6,840,709
Receivable from government
and other financial
institutions - - 1,019,744 - - - 1,019,744
Receivable from investors in
projects 123,943 32,723 14,520 24,738 45,592 - 241,516
Receivable from tenants 283,924 12,109 657 33,655 48,585 - 378,930
Due from related parties 210,605 - - - - - 210,605
Receivable from sale of
condominium units and
club shares 103,700 58,289 177,190 5,329 - - 344,508
Receivable from homeowners
association 170,146 - - - - - 170,146
Advances to officers and
employees 160,112 1,277 1,629 183 - - 163,201
Receivable from joint venture
lots 236,868 - - - - - 236,868
Others 107,725 67 7,145 - - - 114,937
P2,419,684 P488,788  $£2,304,690 $£2,120,932 £1,607,530 £1,802,201 £10,743,825
December 31, 2009
Less than 3 months 1to 3to Over
On demand 3 months to | year 3 years 5 years 5 years Total
(In Thousands)
Loans and receivable
Cash in bank £2,271,726 P P P P P P2,271,726
Contracts receivable - 614,20 1,661,06 1,909,54 1,105,46 1,098,485 6,388,768
Receivable from government
and other financial
institutions - - 1,185,679 - - - 1,185,679
Receivable from investors in
projects 40,895 11,766 286,712 224,177 6,508 - 570,058
Receivable from tenants 205,255 14,779 54,118 19,381 43,322 - 336,855
Due from related parties 198,285 - - - - - 198,285
Receivable from sale of
condominium units and
club shares 30,385 35,852 20,235 97,763 10,302 - 194,537
Receivable from homeowners
association 182,390 - - - - - 182,390
Advances to officers and
employees - - 10,019 - - - 10,019
Receivable from joint venture
lots 10,171 7,251 7,251 7,251 58,010 - 89,934
Others 161,179 3,003 14,438 25,875 — — 204,495
P3,100,286 P686,857 P3,239,520 P2,283,988 P1,223,610 £1,098,485 P11,632,746
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The tables below summarize the maturity profile of the Group’s financial liabilities as of
December 31, 2010 and 2009 based on contractual undiscounted payments.

December 31,2010
Less than 3 months 1to 3to Over
On demand 3 months to 1 year 3 years 5 years 5 years Total
(In Thousands)
Accounts payable and accrued
expenses
Accounts payable £2,250,864 £422,233 P808,071 $2,637,776 £567,033 P~  P06,685,977
Advances from customers 1,332,337 57,897 221,936 96,494 9,649 48,248 1,766,561
Receivables sold to bank - 114,211 308,793 696,976 361,304 292,107 1,773,391
Domestic bills purchased 2,500,335 - - - - - 2,500,335
Accrued interest 525,431 - - - - - 525,431
Deposits for registration and
insurance - 68,222 146,189 146,189 121,824 4,874 487,298
Due to related parties 34,666 - - - - - 34,666
Other payables 1,421,947 66,770 138,519 206,211 93,833 - 1,927,280
8,065,580 729,333 1,623,508 3,783,646 1,153,643 345,229 15,700,939
Long-term debt 22,337 950,805 4,680,001 15,777,638 6,725,869 — 28,156,650
P8,087,917 £1,680,138 £6,303,509 £19,561,284 $£7,879,512 P345,229 $43,857,589
December 31, 2009
Less than 3 months 1to 3to Over
On demand 3 months to | year 3 years 5 years 5 years Total
(In Thousands)
Accounts payable and accrued
expenses
Accounts payable P1,817,301 P290,011 P1,726,468 P1,395,014 P313,418 P168  £5,542,380
Advances from customers 2,116,356 2,852 380,682 - - - 2,499,890
Receivables sold to bank - 145,218 388,524 776,966 424,446 487,906 2,223,060
Domestic bills purchased 1,094,969 - - - - - 1,094,969
Accrued interest 367,131 254,410 - - - - 621,541
Deposits for registration and
insurance - 43,420 266,725 - - - 310,145
Due to related parties 82,493 - - - - - 82,493
Other payables 1,058,219 13,789 33,823 111,369 21,267 4,025 1,242,492
6,536,469 749,700 2,796,222 2,283,349 759,131 492,099 13,616,970
Long-term debt 233,516 161,819 798,906 13,040,656 9,901,734 1,824,066 25,960,697
P6,769,985 P911,519 P3,595,128 P15,324,005 £10,660,865 $£2,316,165 P39,577,667

Credit Risk

It is the Group’s policy that buyers who wish to avail the in-house financing scheme are subject to
credit verification procedures. Receivable balances are being monitored on a regular basis and
subjected to appropriate actions to manage credit risk.

With respect to credit risk arising from the other financial assets of the Group, which comprise
cash and cash equivalents, AFS financial assets and HTM investments the Group’s exposure to
credit risk arises from default of the counterparty, with a maximum exposure equal to the carrying
amount of these instruments.
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The table below shows the comparative summary of maximum credit risk exposure on assets as of

December 31, 2010 and 2009.

2010 2009

Loans and Receivables
Cash and cash equivalents
Contracts receivable

Receivable from government and other financial

institutions

Receivables from investors in projects
Receivables from sale of condominium units and club

shares

Advances to officers and employees

Receivables from tenants
Due from related parties

Receivables from homeowners association
Receivable from sale of joint venture lots - net

Others

(In Thousands)

P£1,022,661 P2,271,726
6,840,709 6,388,768

1,019,744 1,185,679

241,516 570,058
344,508 194,537
163,201 10,019
433,017 336,855
210,605 198,285
170,146 182,390
236,868 89,934
114,937 204,495

10,797,912 11,632,746

AFS Financial Assets

Quoted
Private bonds and commercial papers 91,163 324,622
Equity instruments 95,444 332,391
Unquoted
Equity instruments 236,735 38,209
423,342 695,222

P11,221,254 P12,327,968

The table below shows the credit quality by class of asset for loan-related statement of financial
position lines, based on the real estate operation’s credit rating system as of December 31, 2010
and 2009, based on the Group’s credit rating system.

2010
Neither Past Due nor Impaired Past Due or
Standard Substandard Individually
High Grade Grade Grade Impaired Total
(In Thousands)
Cash and cash equivalents £1,022,661 - - - £1,022,661
Loans and receivables

Contracts receivable 14,582 6,611,164 214,963 - 6,840,709
Receivable from government and other

financial institutions 1,019,744 - - - 1,019,744

Receivables from investors in projects 236,436 - - 5,080 241,516

Advances to officers and employees 161,435 - - 1,766 163,201
Receivables from sale of condominium

units and club shares 170,433 - - 174,075 344,508

Receivables from tenants 176,863 173,609 - 82,545 433,017

Due from related parties 210,605 - - - 210,605

Receivables from homeowners association - 170,146 - - 170,146

Receivable from sale of joint venture lots -

net 160,531 - - 76,337 236,868

Others 54,679 60,219 — 39 114,937

P£3,227,969 P£7,015,138 P214,963 P£339,842 £10,797,912
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2009
Neither Past Due nor Impaired Past Due or
Standard Substandard Individually
High Grade Grade Grade Impaired Total
(In Thousands
Cash and cash equivalents P2,271,726 P P P P2,271,726
Loans and receivables
Contracts receivable 174,105 6,214,663 - - 6,388,768
Receivable from government and other
financial institutions 1,185,679 - - - 1,185,679
Receivables from investors in projects 40,895 - - 529,163 570,058
Advances to officers and employees 10,019 - - - 10,019
Receivables from sale of condominium
units and club shares 106,900 - - 87,637 194,537
Receivables from tenants 110,587 94,668 - 131,600 336,855
Due from related parties 154,866 - - 43,419 198,285
Receivables from homeowners association - 182,390 - - 182,390
Receivable from sale of joint venture lots-
net 10,171 - - 79,763 89,934
Others 189,987 — — 14,508 204,495
P4,254,935 26,491,721 P £886,090 P11,632,746
The analysis of financial assets as of December 31, 2010 and 2009 is as follow:
2010
Neither past Past due but not impaired
due nor Less than 30 to 60 to 90 to Over
impaired 30 days 60 days 90 days 120 days 120 days Subtotal Total
Cash and cash equivalents £1,022,661 P P P P P P 1,022,661
Loans and receivables
Contracts receivable 6,840,709 - - - - - - 6,840,709
Receivable from government and
other financial institutions 1,019,744 - - - - - - 1,019,744
Receivables from investors in
projects 236,436 3,187 72 72 1,749 - 5,080 241,516
Advances to officers
and employees 161,435 14 66 201 655 830 1,766 163,201
Receivables from sale of
condominium units and club
shares 170,433 15,950 32,487 46,578 13,208 65,852 174,075 344,508
Receivables from tenants 350,472 2,510 1,245 1,176 1,524 76,090 82,545 433,017
Due from related parties 210,605 - - - - - - 210,605
Receivables from homeowners
association 170,146 - - - - - - 170,146
Receivable from sale of joint
venture lots - net 160,531 — — — — 76,337 76,337 236,868
Others 114,898 — — — — 39 39 114,937
£10,458,070 P21,661 £33,870 P48,027 P17,136  P219,148  P339,842 P10,797,912
2009
Neither past Past due but not impaired
due nor Less than 30to 60 to 90 to Over
impaired 30 days 60 days 90 days 120 days 120 days Subtotal Total
Cash and cash equivalents £2,271,726 P P P P P P P2271,726
Loans and receivables
Contracts receivable 6,218,332 34,504 21,795 13,473 11,234 89,430 170,436 6,388,768
Receivable from government and
other financial institutions 1,185,679 - - - - - - 1,185,679
Receivables from investors in
projects 40,895 4,378 5,191 2,197 286,712 230,685 529,163 570,058
Advances to officers
and employees 10,019 - - - - - - 10,019
Receivables from sale of
condominium units and club
shares 106,900 16,484 9,749 9,964 20,430 31,010 87,637 194,537
Receivables from tenants 205,255 14,779 - - - 116,821 131,600 336,855
Due from related parties 154,866 - - - 43,419 - 43,419 198,285
Receivables from homeowners
association 182,390 - - - - - - 182,390
Receivable from sale of joint
venture lots - net 10,171 — — — — 79,763 79,763 89,934
Others 189,987 2,813 150 40 783 10,722 14,508 204,495
£10,576,220 £72,958 £36,885 £25,674 P362,578 P558,431 £1,056,526 P11,632,746
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The Group’s high-grade receivables pertain to receivables from related parties and third parties
which, based on experience, are highly collectible or collectible on demand, and of which
exposure to bad debt is not significant. Receivables assessed to be of standard grade are those
which had passed a certain set of credit criteria, and of which the Group has not noted any
extraordinary exposure which calls for a substandard grade classification.

Foreign Currency Risk
Financial assets and financing facilities extended to the Group were mainly denominated in
Philippine Peso. As such, the Group’s exposure to this risk is not significant.

The following table demonstrates the sensitivity to a reasonably possible change in the USD
exchange rate, with all other variables held constant, of the Group’s profit before tax (due to
changes in the fair value of monetary assets and liabilities). PDS closing rates used are
£43.84 and 46.20 on December 31, 2010 and 2009, respectively. There is no impact on the
Group’s equity:

Effect on income

Increase (decrease) before income tax

in basis points (In thousands)

2010 +5% P3,436
-5% 3,436

2009 +5% P3,698
-5% (3,698)

Real Estate Operation Capital Management

Real estate operation’s primary objective is to maintain its current sound financial condition and
strong debt service capabilities as well as to continuously implement a prudent financial
management program.

Real estate operation manage their capital structure and makes adjustments to it, in light of
changes in economic conditions. It closely monitors its capital and cash positions and carefully
manages its capital expenditures such as land acquisitions, constructions and project developments
and fixed charges. Real estate operation prefers to enter into joint venture arrangements with
landowners to develop land rather than purchasing land outright, which reduces its capital
requirements and can increase returns. Furthermore, real estate operation may also, from time to
time, seek other sources of funding, which may include debt or equity issues depending on its
financing needs and market conditions. Real estate operation continues to fund its project
developments using medium to long-term financing, which can help mitigate any negative effects
of a sudden downturn in the Philippine economy or a sudden rise in interest rates.

When getting financing from the banks on a project-to-project basis, real estate operation usually
follows a gearing ratio of at least 60% loanable value versus total project costs.

37.

Registrations with the PEZA

On May 29, 2000, FAI was registered with PEZA pursuant to the provisions of Republic Act
(R.A.) No. 7916 as an Ecozone Developer/Operator to establish, develop, construct, administer
and operate a special ECOZONE to be known as the Northgate Cyber Zone - Special Economic
Zone at the FCC.
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On June 6, 2000, CPI was registered with the PEZA pursuant to the provisions of R.A. No. 7916
as an Ecozone Facilities Enterprise.

On June 29, 2000, NCC was registered with the PEZA as an Ecozone Ultilities Enterprise pursuant
to the provisions of R.A. No. 7916, particularly to provide bandwidth, communication lines,
internet facilities and related support services to locators at the Northgate Cyber Zone - Special
Economic Zone in FCC.

On June 11, 2001, FAC was registered with PEZA as the developer/operator of PBCom Tower
and as such it will not be entitled to any incentives however, IT enterprises which shall locate in
PBCom Tower shall be entitled to tax incentives pursuant to RA No. 7916.

On February 13, 2002, FLI was registered with PEZA pursuant to the provisions of R.A. No. 7916
as the Ecozone Developer/Operator to lease, sell, assign, mortgage, transfer or otherwise
encumber the area designated as an Ecozone to be known as Filinvest Technology Park - Calamba.

As registered enterprises, these subsidiaries are entitled to certain tax benefits and nontax
incentives such as VAT zero-rating with their local suppliers and exemption from national and
local taxes and in lieu thereof, a special five percent (5%) income tax rate based on gross income.

38.

Registration with the Board of Investments

The Group is registered with the Board of Investments (BOI) as a New Operator of a Mass
Housing development on a non-pioneer status under the Omnibus Investments Code of 1987
(Executive Order No. 226). As a registered enterprise, the Group is entitled to certain tax and
nontax incentives, subject to certain conditions.

The Group has registered the following projects:

Registration Date
Name Number Registered Type of Registration
Asenso Village-Ciudad 2007-110 06/28/07  New Developer of Micro, Small and Medium
De Calamba Enterprises (MSME) Business Park

Palm Ridge 2A 2007-042 03/13/07  New Developer of Low-Cost Mass Housing Project
Aldea Real 2007-163 09/12/07  New Developer of Low-Cost Mass Housing Project
Summerbreeze 1 2007-191 10/26/07  New Developer of Low-Cost Mass Housing Project
One Oasis 2008-225 08/14/08  New Developer of Low-Cost Mass Housing Project
Westwood Mansions 2008-257 09/02/08  New Developer of Low-Cost Mass Housing Project
Summerbreeze 2 2008-311 11/17/08  New Developer of Low-Cost Mass Housing Project
Palm Ridge - Phase 3 2008-310 11/17/08  New Developer of Low-Cost Mass Housing Project
Park Spring - The Glens 2008-326 12/15/08  New Developer of Low-Cost Mass Housing Project
Studio One 2007-216 11/16/07  New Developer of Low-Cost Mass Housing Project
Studio Two 2008-272 05/29/08  New Developer of Low-Cost Mass Housing Project

West Parc - Cedar 2008-037 02/04/05  New Developer of Low-Cost Mass Housing Project
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39.

Milling Contracts

DSCC and CSCC (Millers) have milling contracts with various planters which provide for a
certain sharing ratio between the Millers and the planters for the resulting sugar and molasses
produced in their respective sugar mills. The milling contracts are effective for a period of 15
agricultural crop years, subject to an extension of another 15 crop years at the option of the
Millers.

40.

Development Agreements

HYSFC entered into several Development Agreements (the Agreements) with various landowners
for the development and cultivation of certain parcels of agricultural land into a sugarcane
production. The Agreements are effective for periods ranging from 5 to 15 agricultural crop years
and renewable for such additional periods under conditions mutually agreed upon by the parties.
Under the Agreements, HYSFC shall have the rights and authority to enter into possession of the
properties, and to do all acts, deeds, matter and things necessary for its proper and profitable
development, cultivation and improvement as viable sugarcane plantation.

Other provisions of the Agreements follow:

e HYSFC shall furnish necessary management expertise, equipment and technology for the
agricultural development and cultivation;

o Parties shall be entitled to receive from the income derived from the property during the
effectivity of the Agreements;

e HYSFC shall advance to the party in the Agreements a portion of the latter’s share in the
profits from the Agreements;

o After satisfying the advance in full, the succeeding annual share in the profits of the party in
the Agreements shall be paid on the first day of the crop year following complete deduction of
advanced made; and

e The remaining amount in the income from the property shall pertain to the HYSFC as its share
in the income on the agricultural development undertaken.

Impacted by the development agreements are the advances to planters and biological assets
recorded in the consolidated statements of financial position. The carrying values of the Group’s
advances to planters and biological assets, included in ‘Loans and receivables’ account of sugar
operations and ‘Other assets’ account in the consolidated statements of financial position,
amounted to £88.8 million and £207.8 million, respectively in December 31, 2010 and

£218.0 million and £185.1 million, respectively, as of December 31, 2009.

41.

Trust Operations

Securities and other properties held by EWBC in fiduciary or agency capacity for clients and
beneficiaries are not included in the accompanying consolidated statement of financial position
since these are not assets of the EWBC. The combined trust and managed funds operated by the
Trust Department of the EWBC amounted to £10.1 billion and £8.6 billion as of

December 31, 2010, and 2009, respectively.
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Government securities with a total face value of £94.3 million and £125.0 million as of December
31, 2010 and 2009, respectively, are deposited with the BSP in compliance with current banking
regulations related to the EWBC’s trust functions. These government securities are recorded as
part of AFS and HTM investments as of December 31, 2010 and 2009, respectively.

In accordance with BSP regulations, 10% of the profits realized by EWBC from its trust
operations are appropriated to surplus reserves. The yearly appropriation is required until the
surplus reserves for trust operations amounts to 20% of EWBC’s authorized capital stock.

EWBC'’s income from its trust operations amounted £45.02 million, £69.96 million and
£52.10 million in 2010, 2009 and 2008, respectively.

42.

Events After Reporting Date
The Group had the following significant transactions subsequent to December 31, 2010:

1. On April 11, 2011, the BOD of the Parent Company approved the declaration of 1.75 billion
common shares stock dividends, with a par value of £1.00 per share or an aggregate par value
of 1.75 billion, out of the unrestricted retained earnings as of December 31, 2010. The stock
dividends, which is equivalent to 23.32% of the issued and outstanding shares of the
Corporation, shall be issued out of the £7.0 billion increase in the authorized capital stock of
the Parent Company from £10.0 billion to 17.0 billion, which shall be submitted to the SEC
for approval.



ANNEX “B” - MANAGEMENT’'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATIONS

NATURE OF BUSINESS

The Company is a stock corporation incorporated under the laws of the Philippines. The Company and its subsidiaries
(collectively referred to as the “Group”) is engaged in real estate operations as a developer of residential subdivisions and
mixed-use urban projects including condominiums and commercial buildings, industrial and farm estates. The Filinvest
Group is also involved in mall operations, banking and financial services and in sugar farming and milling business. The
Company'’s registered office address is 173 P. Gomez Street, San Juan City, Metro Manila. ALG Holdings Corporation is
the Group’s ultimate parent company.

e Results of Operations for the Year 2010

On November 25, 2010, the Board of Directors approved the equity fund raising of FDC consisting of a placing and
subscription transaction involving the offer and sale by ALGHC of its existing shares in FDC not exceeding 3 billion common
shares and the subscription by ALGHC and issuance by FDC of new common shares not exceeding the number of shares
sold by ALGHC. On January 21, 2011, the Board of Directors approved to defer the equity fund raising activity of the
Corporation due to volatile market conditions.

On December 28, 2009, Filinvest Land, Inc. (FLI), a subsidiary, executed separate deeds of absolute sale of shares of stock
for the acquisition of the 40% share of Africa Israel Investments (Phils.), Inc. in Filinvest All Philippines, Inc. (FAPI) and 40%
equity interest of Africa-Israel Properties (Phils.), Inc. in Cyberzone Properties Inc. (CPI). The closing of the sale
transactions was subject to the full payment of the purchase prices and other conditions which were not yet fulfilled as of
December 31, 2009. On February 8, 2010, the sale transactions were closed as the purchase price was fully paid by FLI
and all other conditions of the sales were met. The sale transactions made FAPI and CPI wholly owned subsidiaries of FLI.

Crimson Resort and Spa, the hotel component of Seascapes Resort Town in Mactan, Cebu, was formally launched on
October 8, 2010. The hotel operation is managed by Filarchipelago Hospitality, Inc., a joint venture with Archipelago
International Pte. Ltd. which is well known in the management of hotels, resorts, residences, spas and villas under the
Aston, Alana, Quest, Favehotel, Kamuela and Crimson brands.

For 2010, FDC's consolidated revenues and other income increased by 37% to £21,919.0 million and net income increased
by 79% to R4,936.8 million compared to £15,979.2 million and R2,765.1 million, respectively, for 2009.

Revenues and Other Income

Real Estate

Sale of Lots, Condominium and Residential Units and Club Shares

Sale of lots, condominium and residential units and club shares increased by 64% to £6,889.8 million for 2010 compared to
R4,204.5 million for 2009, principally due to higher sales of FLI's middle-income residential projects, including MRBs, and to
a lesser extent, increases in sales of high-rise condominium units. Sales of MRBs increased by 83% to £2,186.9 million in
2010 from R1,194.4 million in 2009 and sales of other middle-income projects increased by 32% to £1,085.9 million in 2010
from R820.8 million in 2009. Sales of high-rise condominium units increased by 95% to £1,328.8 million for 2010 compared
to 2681.3 million for 2009.

Effective January 1, 2010, the Group changed the percentage being used to estimate on when the buyer’'s investment for
certain projects is considered adequate to meet the probability criteria that economic benefits will flow to the Group and
warrant revenue recognition. Prior to 2010, the Group has estimated the percentage to be at least 20% payment of the total
selling price received from the buyer. The recent change in the Group’s business focus on low to middle income segment,
experience over the past years, and information gathered that other industry players are adopting the same threshold,
prompted the Group to revisit and accordingly revise the estimate from payment of 20% to 10% payment of the total selling
price. ltis at this level of investment that it is highly probable that the buyer will commit to the sale transaction, and thus, it is
probable that economic benefits will flow to the Group. The change in estimate increased the real estate sales by P1.09
billion for the year ended December 31, 2010.

Mall and Rental Revenues

Mall and rental revenues increased by 16% to £1,607.0 million for 2010 compared to R1,383.9 million for 2009, primarily due
to (a) additional leased space in Westgate at Filinvest Corporate City and Northgate Cyberzone (including due to a full period
of leasing revenue from iHub 1 and iHub 2, which opened at Northgate Cyberzone in the latter part of 2009) and (b) FLI's
acquisition of the remaining 40% equity interest in CPI in February 2010, resulting to the Group’s consolidation of 100% of
CPI rental income in 2010.

Gain from remeasurement of previously held interest and Excess of fair value of net identifiable assets over
consideration transferred



In 2010, the Group recognized (i) gain from remeasurement of previously held interest of 2517.2 million and (ii) excess of fair
value of net identifiable assets over consideration transferred of 9.1 million, in each case resulting from FLI's acquisition of
the remaining 40% equity interest in CPl and FAPI, pursuant to which the Group recognized such amounts with respect to
FLI's existing 60% equity interest in each of CPI and FAPI.

Other income — real estate operations

Other income from real estate operations decreased by 3% to R1,344.8 million for 2010 from R1,390.4 million primarily due
to a reduction in amortization of deferred income in 2010. Such deferred income arose from the sales of lots that were
initially the subject of an exchange of parcels of land for shares of FLI in 1996 with respect to which the resulting gain was
deferred until the development and sale of lots to third parties.

Financial and Banking Services

Net Interest Income

Financial and Banking Services Interest Income

The Group’s interest income from financial and banking services increased by 13% to £5,866.4 million for 2010 from
£5,196.8 million for 2009 primarily due to a substantial increase in EWBC's loans and receivables as a result of organic
growth in EWBC'’s consumer lending and corporate lending.

Costs of Financial and Banking Services

Costs of financial and banking services decreased by 3% to R1,513.4 million for 2010 from £1,552.8 million for 2009
primarily due to the growth in deposits being more than fully offset by the effect of lower deposit rates across all categories of
deposit liabilities.

Net Interest Income

Net interest income increased by 19% to R4,353.0 million for 2010 from R3,644.0 million for 2009 due to (a) a substantial
increase in EWBC's loans and receivables as a result of organic growth in EWBC’s consumer lending and corporate lending,
more than offsetting the impact of a lower interest rate environment on interest yields; and (b) decrease in EWBC's average
cost of funds, resulting from lower interest rates and an increase in the proportion of low cost funds in 2010 compared with
20009.

Other Income — Financial and Banking Services

The Group’s other income increased by 61% to £3,118.3 million in 2010 from £1,939.5 million in 2009. This was primarily
due to (@) a 171% increase in trading and investment securities gain to £1,155.3 million for 2010 from R426.7 million for
2009 as the low interest rate environment increased the value of EWBC's securities portfolio; and (b) a 47% increase in
EWBC's fees and other income to £1,341.8 million for 2010 from R913.0 million for 2009 resulting from the expansion of
EWBC's businesses, particularly with respect to fees generated by EWBC's credit cards and branch banking businesses.

Sugar

Sugar Sales

The Group’s sugar sales increased by 33% to R2,351.3 million for 2010 from £1,766.8 million for 2009 primarily due to
favorable price variance as the Group’s realized prices of raw sugar, refined sugar and molasses increased in 2010, due to
strength in the market price of sugar and related commaodities.

Other Income - Sugar

Other income — sugar operations decreased by 22% to £75.7 million for 2010 from R97.4 million for 2009 primarily due to
payables written off and booked to other income in 2009.

Hotel

Hotel Revenues and Other Income -Hotel

For 2010, Hotel revenues for 2010 of 2139.2 million and Other income of R1.2 million , consist mostly of room rentals, sales
of food and beverage, and miscellaneous charges. The hotel formally launched its operation in October 2010.

Costs

Costs of Sale of Lots, Condominium and Residential Units and Club Shares



Costs of sale of lots, condominium and residential units and club shares increased by 80% to £3,846.2 million for 2010 from
£2,138.1 million for 2009 primarily due to an increased proportion of sales of MRBs in 2010 and, to a lesser extent, high-rise
condominiums, compared with 2009 when horizontal housing contributed the greatest proportion of real estate sales. MRBs
accounted for 33% of the Group’s total sales in 2010 compared to 28% in 2009.

Costs of Financial and Banking Services

Costs of financial and banking services are accounted for under net interest income as discussed in the preceding section..

Costs of Sugar Sales

Costs of sugar sales increased by 27% to £1,710.2 million for 2010 from R1,347.4 million for 2009 due to increased
production in 2010 compared with 2009.

Costs of Hotel Operations
Costs of hotel operations of R74.2 million for 2010 pertain mostly to cost of food and beverage and cost of room operations.

Operating Expenses

Real Estate

The Group’s real estate operating expenses increased by 12% to £3,388.7 million for 2010 from £3,018.9 million for 2009.
This was primarily due to (a) a 13% increase in general and administrative expenses to £1,712.1 million for 2010 from
R1,521.5 million for 2009 because of (i) higher business volume, (ii) 21% increase in depreciation resulting from additional
completed properties at Northgate Cyberzone, an increase in FLI's equity in CPI to 100% in 2010 from 60% in 2009, and the
opening of Crimson Hotel, (iii) an 80% increase in outside services to 167.5 million for 2010 from £93.3 million for 2009,
and (iv) expenses consisting of professional fees and others incurred in connection with the equity fund raising activity in the
last quarter of 2010 which was deferred due to volatile market conditions; (b) a 26% increase in selling and marketing
expenses to 2741.4 million for 2010 from £588.0 million for 2009 resulting from higher sales volume, intensive selling and
marketing campaigns and additional sales offices set up throughout the country to improve geographic diversification.

Financial and Banking Services

General and Administrative Expenses

The Group’s financial and banking services general and administrative expenses increased by 15% to R 4,067.1 million
for 2010 from R3,543.9 million for 2009, due to (a) 31% increase in compensation and benefits to R1,364.8 million in 2010
from R1,040.5 million in 2009, (b) 15% increase in rent to £273.8 million in 2010 from R237.8 million in 2009, (c) 31%
increase in insurance to R126.7 million in 2010 from R97.0 million in 2009, (d) 23% increase in utilities to £70.9 million in
2010 from R57.8 million in 2009, and (e) 39% increase in service charges and fees to £226.4 million in 2010 from R162.7
million in 2009, all primarily resulting from the acquisition of AIG PhilAm and, to a lesser extent, EWBC's organic growth.

Provision for Probable Losses

The Group’s provision for probable losses decreased by 1% to R1,239.1 million for 2010 from R1,255.4 million for 2009
primarily due to lower provisioning in 2010 as the balance of the Group’s allowance for impairment and credit losses of
£3,480.5 million as of December 31, 2010 was considered adequate after reassessment.

Sugar

The Group’s sugar operating expenses increased by 8% to 2296.6 million for 2010 from £275.9 million for 2009 primarily
due to the write off of certain advances and receivables in 2010 which was partly offset by lower interest expense resulting
from the prepayment of long-term debt.

Hotel

The Group’s hotel operating expenses for 2010 amounted to £85.9 million, which is composed mainly of salaries and
employee benefits, utilities and marketing expenses.

Provision for Income Tax

Provision for Current Income Tax

Current income tax increased by 34% to R876.1 million for 2010 from R652.4 million for 2009, primarily due to higher taxable
income for 2010.



Provision for Deferred Income Tax

Provision for deferred income tax increased by 79% to (R115.2) million for 2010 from (R550.3) million for 2009, primarily due
to the reversal of FLI's deferred tax liabilities on unrealized gross profit on installment sales.

Net Income

As a result of the foregoing, the Group’s net income increased by 79% to £4,936.8 million for 2010 from £2,765.1 million for
2009.

e Financial Condition as of December 31, 2010

As of December 31, 2010, total consolidated assets was at £180.2 billion, stockholder’'s equity at £66.5 billion (including
minority interest) while total liabilities at 2113.7 billion. The year end (long term) debt-to-equity ratio was 0.39:1.00 which
was slightly lower than 2009 year-end of 0.41:1. Long term debt as of December 31, 2010 amounted to £26.3 billion, higher
by £0.8 billion compared to £25.5 billion as of December 31, 2009.

Total assets grew by R215.5 billion, from 2164.6 billion to 2180.2 billion as of year end 2010.

Cash and cash equivalents decreased to R18.5 billion or 17% lower than the December 2009 level of R22.4 billion, mainly
due to lower cash level of EWBC as a result of its purchases of investments held for trading and available for sale securities
and additional loans/credits granted during the period. Also, FLI's proceeds from the issuance of retail bonds in November
2009 were partly used during the current period for acquisition of land and project development.

Loans and receivables of the financial and banking services went up by £6.6 billion or 20% mainly from the successful auto
loan and credit card campaigns and higher FCDU and term loans granted during the year.

Receivables of real estate operations slightly increased by 20.4 billion or 4% as a result of higher sales of lots, condominium
and residential units and acquisition by FLI of the 40% interest of Africa-Israel Properties (Phils.), Inc. in CPI and the 40%
interest of Africa-Israel Investment (Phils.), Inc. in FAPI.

The Bank’s investment in securities consisting of Financial assets at fair value through profit or loss and Available—for—sale
financial assets also went up by £3.7 billion or by 21% because of additional purchases of the Bank to increase its recurring
interest income and trading gain. This caused the increase in the balance of its investment account from R17.4 billion in
2009 to R21.1 billion in 2010.

Subdivision lots, condominium and residential units for sale likewise increased by R4.6 billion or 33% with the additional
residential development projects of FLI particularly the MRB and middle-income residential projects and FAl, specifically the
Entrata project.

Land and land development of £20.2 billion as of December 31, 2010 was higher by 2% or R0.3 billion due to FAIl's
additional land development cost of new projects and FLI's acquisition of rawland, partially offset by the Parent's transfer of
development costs of Crimson Hotel to upon the start of SRI's commercial operations in October 2010.

Investment properties and Property and equipment grew by 22.8 billion and £1.1 billion, respectively, because of (1)
consolidation of 100% of CPI's buildings in Northgate Cyberzone at their fair values as a consequence of the acquisition by
FLI of the remaining Africa-Israel's 40% interest in CPI; (2) the ongoing construction of two buildings in Northgate
Cyberzone; and (3) FDC Parent’s transfer of development costs of the hotel project from Land and land development cost
account as previously discussed.

The decrease in Other assets by 20.3 billion or 11% substantially came from the decrease in the miscellaneous assets of the
Bank.

Total liabilities went up to R113.7 billion as of December 31, 2010. Additional loans were obtained to finance the various
development projects and support the financial plans of the Company. Long-term debt went up by £0.8 hillion or 3% to
R26.3 hillion as of December 31, 2010.

Deposit liabilities also expanded to 264.9 billion from £54.8 billion due to successful deposit campaigns of EWBC. Accounts
payable and accrued expenses went up by £2.1 billion or 15% with the increases in accounts payables for the purchase of
rawland in installment and the Bank’s domestic bills purchased.

In 2010, the Parent Company purchased from FAIl a total of 5.2 million common shares of FLI, representing FAI's 21%
ownership interest in FLI for B5.8 billion. In exchange for the FLI shares, the Parent Company applied to outstanding
advances to FAl amounting P2.9 billion and recognized payable to FAl amounting to P2.9 billion for the remaining balance of
the value of FLI shares. The transaction increased the Parent Company’s effective ownership on FLI to 53% from 49%. The
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transaction also resulted to a gain recognized in equity amounting to B1.8 billion and decrease in the noncontrolling interest
of the same amount.

Cash dividends were declared during the current period by the Parent Company and its subsidiary FLI out of their respective
unappropriated retained earnings. The Parent Company paid total cash dividends of P337.8 million or P0.045 per share.
FLI, on the other hand, paid total cash dividends of P800.2 million or P0.033 per common share.

On April 12, 2011, the Board of Directors of the Parent Company approved the declaration of stock dividends, with a par
value of P1 per share or an aggregate par value of P1.75 billion, out of the unrestricted retained earnings as of December
31, 2010. The stock dividends which is equivalent to 23.32% of the issued and outstanding shares of the Corporation, shall
be issued out of the P7.0 billion increase in the authorized capital stock of the Corporation from P10.0 billion to P17.0 billion,
which shall be submitted to the Securities and Exchange for approval. The 23.32% stock dividend will constitute the
minimum subscription and paid-in capital requirement to the P7 billion increase in the authorized capital stock of the
Corporation, as aforesaid and the aforementioned stock dividend declaration shall be submitted for approval by the
stockholders of the Corporation during their annual meeting scheduled on May 20, 2011.

The Group has no material commitments for capital expenditures, except for the ongoing development of Beaufort Project
inside the Global City in Fort Bonifacio, Taguig City, project developments of the real estate subsidiaries, expansion and
modernization plans of the sugar manufacturing subsidiaries, the planned development of power plant projects, and the
initial expenses necessary for the new branches of the bank subsidiary which expenditures can be adequately covered by
the operating cash flow and availment of medium and long term loans.

There are no events or uncertainties that are reasonably expected to have a material impact on the Company’s short term or
long-term liquidity or on the Company’s revenues from continuing operations.

Performance Indicators

As of and for the Year As of and for the
Ended Year Ended
December 31, 2010 December 31, 2009
Earning per share (basic) R0.47 /share R0.23 /share
Net Income (Attributable to Equity Holders of the Parent)
Weighted Average Number of Outstanding Shares
Price Earnings Ratio 10.64 Times 9.07 Times
Closing Price
Earnings Per Share
Return on Revenue 23 % 17 %

Total Net Income

Total Revenue
Debt to Equity Ratio 0.39:1 041:1

Long-term Debt

Total Stockholders' Equity
EBITDA to Total Interest Paid 5.78 Times 3.62 Times
EBITDA
Total Interest Payment

Earnings per share was P0.47 while Price Earnings (PE) Ratio was 10.64 times as of end 2010. The increase in EPS is due
to higher net income in 2010 as earlier discussed. Higher PE ratio is primarily due to higher share price as of December 31,
2010 as a result of the bouncing global financial condition affecting the local stock market, with the stock closing at P5.05 per
share in December 2010 versus P2.08 per share in December 2009.

Return on Revenue was higher by 6% points because of previously discussed higher revenues. The ratio of EBITDA to Total
Interest Paid increased in 2010 from 3.62 times in 2009 to 5.78 times because of higher income and slightly lower interest
payments made in 2010.

e Results of Operations for the Year 2009



Revenues and Other Income

Real Estate

Sale of Lots, Condominium and Residential Units and Club Shares

Sale of lots, condominium and residential units and club shares decreased by 8% to 24,204.5 million for 2009 compared to
£4,550.4 million for 2008. Sales by FAI of lots, condominium units and club shares decreased by 41% to £543.0 million for
2009 from R2918.2 million for 2008, as most of the sales of condominium units were recognized for 2008 based on the stage
of completion primarily due to the substantial completion of four condominium projects for 2008 compared with one for 2009.
Sales of lots by FDC decreased by 100% to nil for 2009 from R155.4 million for 2008, as 97% of FDC's lots at Seascapes
Resort Town had been sold prior to 2009. These decreases were partially offset by FLI's sales of residential lots and
housing units, which increased by 11% to R 3,174.8 million for 2009 from R 2,868.3 million for 2008, primarily due to an
864.8% increase in sales of MRBs for 2009. Sales of middle-income lots and housing units, including MRBs, accounted for
59% of the Group’s sales for 2009 compared with 36% of the Group’s sales for 2008.

Mall and Rental Revenues

Mall and other rental revenues increased by 5% to R£1,383.9 million for 2009 compared to £1,322.1 million for 2008, which
was due to: (a) a full year of rentals generated by two buildings in Northgate Cyberzone at Filinvest Corporate City, which
were completed in the second half of 2008; (b) higher rentals from Festival Supermall due to rate escalation and higher
tenant sales for 2009 compared with 2008; and (c) additional leases in Westgate and elsewhere in Filinvest Corporate City
entered into by the Group for 2009.

Other Income — Real Estate Operations

Other income — real estate operations increased by 37% to £1,390.4 million for 2009 from £1,012.9 million for 2008 primarily
due to (a) a 23% increase in interest income to R389.1 million for 2009 from R317.6 million for 2008 principally due to
increased short-term investments and bank deposits resulting from the investment of a substantial portion of the proceeds of
FLI's debt financing in the fourth quarter of 2009 in short term investments and bank deposits; and (b) a 59% increase in
others to R971.4 million for 2009 from R2611.6 million for 2008 principally due to increased parking fees, snack bar and
amusement sales, increased forfeitures of reservations, increased penalty fees and amortization of deferred income arising
from sale of lots that were initially the subject of an exchange of parcels of land for shares of FLI in 1996 (with respect to
which the resulting gain was deferred until the development and sale of lots to third parties). These factors were partially
offset by an 83.5% decrease in net foreign exchange gains to 22.4 million for 2009 from R14.5 million for 2008 primarily due
to peso appreciation in relation to the U.S. dollar for 2009, which reduced foreign currency exchange gains in connection
with foreign currency denominated investments and deposits.

Financial and Banking Services

Net Interest Income

Financial and Banking Services Interest Income

The Group’s interest income from financial and banking services increased by 66% to £5,196.8 million for 2009 from
£3,131.2 million for 2008 primarily due to a substantial increase in consumer lending, primarily as a result of EWBC's
acquisition of AIG PhilAm, and, to a lesser extent to organic growth in EWBC's consumer and corporate loan portfolios.

Costs of Financial and Banking Services

Costs of financial and banking services increased by 46% to R1,552.8 million for 2009 from R1,066.0 million for 2008
primarily due to growth in deposit liabilities, which was partially offset by a greater proportion of lower deposit rates across all
categories of deposit liabilities.

Net Interest Income

Net interest income increased by 76% to £3,644.0 million for 2009 from R2,065.2 million for 2008 due to (a) a greater
proportion of higher yielding consumer lending accounting for 54% of EWBC's lending as of December 31, 2009 compared
to 51% as of December 31, 2008 arising from (i) the acquisition of AIG PhilAm and (ii) organic growth in EWBC’s consumer
lending, thereby leading to a higher effective yield on interest earning assets despite the lower interest rate environment; and
(b) a 0.11% absolute decrease in EWBC's average cost of funds for 2009 compared to 2008, resulting from lower interest
rates and an increase in the proportion of low cost funds.

Other Income — Financial and Banking Services

Other income increased by 101% to £1,939.5 million for 2009 from R963.7 million for 2008 primarily due to (a) a 39%
increase in EWBC's fees and other income to R1,277.6 million for 2009 from R917.7 million for 2008 resulting from the
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expansion of EWBC'’s businesses, particularly with respect to fees generated by EWBC's credit cards and branch banking
businesses; (b) net foreign exchange gain of 2235.2 million for 2009 compared to net foreign exchange loss of R78.7 million
for 2008 mainly due to the greater weighting of foreign currency denominated investments for 2009 compared with 2008 as
part of EWBC's investment strategy; and (c) a 242% increase in net trading and investment securities gain to £426.7 million
for 2009 from R124.7 million for 2008 mainly due to gains from trading in the Philippines markets.

Sugar

Sugar Sales

Sugar sales decreased by 29% to R1,766.8 million for 2009 from R2,497.5 million for 2008 primarily due to lower sugar
production during the year resulting from reduced availability of sugarcane due to unfavorable weather conditions associated
with the EI Nifio phenomenon in 2009.

Other Income — Sugar

Other income — sugar operations increased by 174% to 297.4 million for 2009 from £35.5 million for 2008 primarily due to a
reduction in payables in 2009.

Costs

Costs of Sale of Lots, Condominium and Residential Units and Club Shares

The Group recorded costs of sale of lots, condominium and residential units and club shares of 22,138.1 million for 2009, a
decrease of 5% from B2,249.4 million for 2008. The 5% decrease in the Group’s costs of sale of lots, condominium and
residential units and club shares for 2009 compared with 2008 was smaller than the 8% decrease in the Group’s sale of lots,
condominium and residential units and club shares for 2009 compared with 2008 due to a greater proportion of sales for
2009 being derived from MRBs.

Costs of Financial and Banking Services

Costs of financial and banking services are accounted for under net interest income as previously discussed.

Costs of Sugar Sales

Costs of sugar sales decreased by 27% to R1,347.4 million for 2009 from £1,835.8 million for 2008 due to reduced
production.

Operating Expenses

Real Estate

Real estate operating expenses increased by 26% to £3,018.9 million for 2009 from £2,393.3 million for 2008, primarily due
to a 144% increase in interest expense to £909.4 million for 2009 from R£372.2 million for 2008. The increase in interest
expense primarily resulted from higher interest rates and additional borrowings during 2009 and the final quarter of 2008 to
partly finance the Group’s ongoing and upcoming real estate projects such as the Group’s MRB projects, which were in the
preliminary development stages for 2008, reached full scale development. This increase was partially offset by a decrease
in selling and marketing expenses, to 2588.0 million for 2009 from £606.1 million for 2008.

Financial and Banking Services

General and Administrative Expenses

The Group’s financial and banking services general and administrative expenses increased by 69% to £3,543.9 million for
2009 from R2,095.6 million for 2008. This was primarily attributable to expenses in connection with EWBC's organic growth
particularly the establishment of new branches and the acquisition and integration of AIG PhilAm for 2009, which resulted in
additional personnel to handle the growing volume of business as well as increased advertising, transportation and traveling,
licenses and rent expenses.

Provision for Probable Losses

The Group’s provision for probable losses increased by 38% to R1,255.4 million for 2009 from 2907.5 million for 2008
primarily due to growth in EWBC's credit card portfolio.



Sugar

The Group’s sugar operating expenses increased by 35% to R275.9 million for 2009 from R205.0 million for 2008. This was
due primarily to higher depreciation and amortization relating to additional property and equipment and higher interest
expense relating to new borrowings, in each case in connection with the Sugar Subsidiaries expansion and modernization
program.

Provision for Income Tax

Provision for Current Income Tax

Provision for current income tax decreased by 17% to R652.4 million for 2009 from R781.7 million for 2008. This was
principally due to a reduction of the corporate income tax statutory rate from 35% for 2008 to 30% for 2009 as rendered
under Philippine tax laws of the final decision in the validity of RA No. 9337 on October 18, 2005.

Provision for Deferred Income Tax

Provision for deferred income tax increased by 62% to (R550.3) million for 2009 from (R340.6) million for 2008. This was
principally due to EWBC'’s additional provisions, as loan losses are not deductible for tax purposes until the related loans are
actually written off partially offset by a reduction in the Group’s deferred tax asset due to a reduction in the statutory rate of
corporate income tax.

Net Income

As a result of the foregoing, the Group’s net income increased by 8% to £2,765.1 million for 2009 from £2,571.0 million for
2008.

e Financial Condition as of December 31, 2009

As of December 31, 2009, total consolidated assets stood at 2164.6 billion, stockholders’ equity at R62.4 billion (including
minority interests) while total liabilities at 102.3 billion. The year end (long term) debt-to-equity ratio was 0.41:1.00 which
was higher than 2008 year-end of 0.31:1. Long term debt as of December 31, 2009 amounted to 225.5 billion, higher by
£6.8 billion compared to £18.7 billion as of December 31, 2008.

Total assets grew by £33.3 billion, from £131.3 hillion to 2164.6 billion as of year end 2009.

Cash and cash equivalents increased to R22.4 billion or 65% higher than the December 2008 level of R13.6 billion, mainly
due to higher cash level of EWBC and partly from the proceeds of FLI's P5 billion, fixed interest rate retail bonds issued in
November 2009.

Loans and receivables of the financial and banking services went up by £11.3 billion or 53% mainly from the successful auto
loan and credit card campaigns and higher FCDU and term loans granted during the year. Also, the higher balance can be
attributed to the loans and receivables of AIGPSB, whose accounts are being consolidated with EWBC.

Subdivisions lots, condominium and residential units for sale likewise increased by R3.1 billion or 29% with the additional
residential development projects of FLI particularly the MRB and middle-income residential projects and FAl, specifically the
Entrata project.

The Bank’s investment in securities consisting of Financial assets at fair value through profit or loss, and Available—for—sale
financial assets and Held-to-maturity investments also went up by 26.1 billion or by 54% because of additional purchases of
the Bank to increase its recurring interest income and trading gain. This caused the increase in the balance of its investment
account from £11.4 billion in 2008 to £17.4 billion in 2009.

Property and Equipment grew by £0.6 billion or 16% mainly due to the ongoing construction of additional I.T. buildings in
Northgate Cyberzone.

The increase in Other assets of 1.1 billion or 68% substantially came from additional creditable withholding taxes and input
VAT from various project related disbursements and miscellaneous assets of the Bank.

Total liabilities went up to R102.3 hillion as of December 31, 2009. Additional loans were obtained to finance the various
development projects and support the financial plans of the Company. Long-term debt went up by R6.8 billion or 37% to
P25 .5 billion as of December 31, 2009.

Deposit liabilities also expanded to R54.8 billion from 233.3 billion due to successful deposit campaigns of EWBC and the
inclusion of AIGPSB’s deposit accounts in the 2009 level. Accounts payable and accrued expenses went up by £3.0 billion
or 28% with the increases in customers’ deposits and advances, rediscounted receivables, and accruals of interests on long
term loans obtained by the Group in 2009.
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Cash dividends were declared during the current period by the Parent Company and its subsidiary FLI out of their respective
unappropriated retained earnings. The Parent Company paid total cash dividends of 2230 million or R0.0306 per share. FLI,
on the other hand, paid total cash dividends of 2800.24 million or 20.033 per common share.

The Company has no material commitments for capital expenditures, except for the ongoing development of its Seascapes
Resort Town Project in Cebu and Beaufort Project inside the Global City in Fort Bonifacio, Taguig City, project developments
of its real estate subsidiaries, expansion and modernization plans of its sugar manufacturing subsidiaries, and the initial
expenses necessary for the new branches of its bank subsidiary which expenditures can be adequately covered by the
operating cash flow and availment of medium and long term loans.

There are no events or uncertainties that are reasonably expected to have a material impact on the Company’s short term or
long-term liquidity or on the Company’s revenues from continuing operations.

Performance Indicators

As of and for the Year As of and for the Year
Ended Ended
December 31, 2009 December 31, 2008
Earning per share (basic) R0.23 /share R0.21 /share
Net Income

Weighted Average Number of Outstanding Shares
Price Earnings Ratio 9.07 Times 3.67 Times

Closing Price

Earnings Per Share

Return on Revenue 17 % 19%

Net Income

Total Revenue
Debt to Equity Ratio 041:1 031:1
Notes Payable & Long-term Debt
Total Stockholders' Equity
EBITDA to Total Interest Paid 3.62 Times 5.23 Times
EBITDA
Total Interest Payment

Earnings per share was R20.23 while Price Earnings (PE) Ratio was 9.07 times as of end 2009. The increase in EPS is due to
higher net income in 2009 as earlier discussed. Higher PE ratio is primarily due to higher share price as of December 31,
2009 as a result of the bouncing global financial condition affecting the local stock market, with the stock closing at P2.08 per
share in December 2009 versus P0.77 per share in December 2008.

Return on Revenue was lower by 2 percentage points mainly because of a one-time gain on changes in equity interest in
subsidiaries amounting to P 251.4 million recognized in 2008. Without this one-time gain, return on revenue in 2009 would
have been the same as the 17% in 2008. The ratio of EBITDA to Total Interest Paid decreased in 2009 from 5.23 times in
2008 to 3.62 times because of higher interest payments made in 2009 arising from higher interest rates and additional loans
availed of in the latter part of last year and in 2009.

Availments of long-term debt during the year pulled up Debt-to-Equity ratio to 0.64:1.
e Result of Operations for the Year 2008

On June 29, 2007, to further diversify its business, the Company acquired from its parent company, ALG Holdings
Corporation (ALGHC), 100% ownership interest in Pacific Sugar Holdings Corporation (PSHC) which wholly owns and
controls three subsidiaries, namely, Davao Sugar Central Company, Inc. (DASUCECO), Cotabato Sugar Central Company,
Inc. (COSUCECO), and High Yield Sugar Farms Corporation (HYSFC). PSHC and its subsidiaries are primarily engaged in
the business of sugar cane farming and milling and trading its products.

Thus, in 2008, the Company’s consolidated results of operations included full year income of PSHC and subsidiaries; from
October 1, 2007 to September 30, 2008.



In accordance with the Philippine Interpretation Committee (PIC) release on revenue recognition of real estate sales, the
Group has voluntarily changed its revenue recognition policy on sale of subdivision lots and housing units to full accrual
method from the installment method in accounting for its real estate sales in 2007 with retroactive effect on previous years.
Revenue from sales of substantially completed projects, where collectibility of sales price is reasonably assured, is
accounted for using the full accrual method. Collectibility of sales price is reasonably assured when at least 20% of the total
price has been collected.

Net income excluding gain on changes in equity interest in a subsidiary for the year amounted to £2.3 billion or an increase
of 109% over last year’s regular income of R1.1 billion. This year’s net income amounted to R2.6 billion which includes gain
on changes in equity interest in a subsidiary of 20.3 billion arising from the acquisition of a subsidiary (FLI) of its own shares
while last year’s net income amounted to R3.3 billion which included a one-time gain of R2.2 billion recorded to effect the
changes in equity interest in FLI resulting from the primary and secondary offerings of FLI shares as earlier discussed.

Revenues and Other Income

Real Estate
Sale of Lots, Condominium and Residential Units and Club Shares

Sale of lots, condominium and residential units and club shares increased by 16% to £4,550.4 million for 2008 from R3,916.7
million for 2007. FLI's sales of residential lots and housing units, increased by 11% to 3,507.6 million for 2008 from R
3,155.6 million for 2007, primarily due to sales in the socialized and affordable sectors, which together accounted for 35% of
FLI's total sales. Sales by FAI of lots, condominium units and club shares increased by 17% to 2887.5 for 2008 from R761.0
for 2007, as most of the sales were derived from sales of condominium units as four condominium projects were
substantially completed for 2008 compared with none for 2007. Sales of lots by FDC at Seascapes Resort town increased
by 100% to £155.4 million for 2008 from nil for 2007.

Mall and Rental Revenues

Mall and rental revenues increased by 11% to £1,322.1 million for 2008 from £1,186.3 million for 2007, which was due to
rentals generated by additional buildings completed in Northgate Cyberzone during 2008 and the latter part of 2007 resulting
from ongoing development at Filinvest Corporate City.

Other Income — Real Estate Operations

Other income from real estate operations decreased by 24% to R£1,012.9 million for 2008 from R1,334.6 million for 2007
primarily due to (a) a 22% decrease in interest income to 2317.6 million for 2008 from R2408.9 million for 2007 principally due
to decreased short-term investments and bank deposits compared with 2007, when a substantial portion of the proceeds of
sales of shares of FLI and FAI by the Group in February 2007 were invested in short term investments and bank deposits;
and (b) a 26% decrease in others to £611.6 million for 2008 from R822.4 million for 2007 principally due to primary and
secondary offering of FLI shares for 2007 resulting in amortization of deferred gain on exchange of properties which
originally arose from an exchange of parcels of land for shares of FLI in 1996 (with respect to which the resulting gain was
deferred until the development and sale of lots to third parties).

Financial and Banking Services

Net interest income

Financial and banking services interest income

Interest income from financial and banking services increased by 28% to R3,131.2 million for 2008 from R2,451.3 million for
2007 primarily due to a substantial increase in consumer loans as a result of organic growth in EWBC’s consumer lending
and corporate lending.

Costs of financial and banking services

Costs of financial and banking services increased by 1% to 21,066.1 million for 2008 from £1,059.1 million for 2007 primarily
due to deposit growth, partially offset by a greater proportion of low cost deposits and lower interest rates for low cost and
high cost deposits.

Net interest income

Net interest income increased by 48% to £2,065.2 million for 2008 from £1,392.2 million for 2007 primarily due to (a) a 23%
increase in higher yielding consumer lending, to R12,231.9 million in 2008 from £9,933.2 million in 2007, resulting from

EWBC's increased focus on consumer lending particularly with respect to credit cards, auto loans and residential mortgage
loans, which led to an increase in the effective yield on interest earning assets despite the lower interest rate environment
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and (b) a 0.42% absolute decrease in EWBC's average cost of funds for 2008 compared to 2007, resulting from lower
interest rates and an increase in the proportion of low costs funds.

Other income — financial and banking services

The Group’s other income increased by 76% to £963.7 million in 2008 from R547.9 million in 2007. This was primarily due
to an 82% increase in EWBC's fees and other income to R917.7 million in 2008 from R505.0 million in 2007 resulting from
the expansion of EWBC'’s businesses, particularly with respect to fees generated by EWBC'’s credit cards and branch
banking businesses.

Sugar

Sugar Sales

Sugar sales increased by 319% to £2,497.5 million for 2008 from R596.1 million for 2007. This was due primarily to a full
year of operations for 2008, compared with 2007 when the Group acquired the Sugar Subsidiaries and only included three
months of operations of the Sugar Subsidiaries in its consolidated results.

Other Income - Sugar

Other income from sugar operations increased by 177% to £35.5 million for 2008 from 212.8 million for 2007 primarily due to
a full year of operations for 2008, compared with 2007 when the Group acquired the Sugar Subsidiaries and included only
three months of operations of the Sugar Subsidiaries in its consolidated results.

Costs

Costs of sale of Lots, Condominium and Residential Units and Club Shares

Thes Group recorded costs of sale of lots, condominium and residential units and club shares of R2,249.4 million for 2008,
an increase of 16% from R1,936.7 million for 2007 primarily due to higher sales recorded for 2008 and increased prices of
building products, including cement and steel.

Costs of Financial and Banking Services

Costs of financial and banking services are accounted for under net interest income.

Costs of Sugar Sales

Costs of sugar sales increased by 297% to £1,835.8 million for 2008 from R462.5 million for 2007 due to a full year of

operations for 2008, compared with 2007 when the Group acquired the Sugar Subsidiaries and only included three months
of operations of the Sugar Subsidiaries in its consolidated results.

Operating Expenses

Real Estate

Real estate operating expenses decreased by 9% to 22,393.3 million for 2008 from R2,622.7 million for 2007 primarily due
to lower general and administrative expenses and interest expenses compared with 2007. In 2007 FAl incurred one time
expenses of R172.9 million in connection with its sale of FLI shares and the Group accrued 2172.9 million for taxes pursuant
to the Philippine tax amnesty program covering tax years 2005 and prior. The reduced expenses for 2008 were partially
offset by an increase in selling and marketing expenses resulting from increased sales volume and the establishment of
additional sales offices in provincial areas.

Financial and Banking Services

General and Administrative Expenses

The Group’s financial and banking services general and administrative expenses increased by 27% to £2,095.6 million for
2008 from R1,652.0 million for 2007 primarily due to growth in EWBC'’s business, including the establishment of additional
branches, which resulted in increased manpower costs arising from additional personnel as well as increased advertising,
transportation and travelling, security, managerial and janitorial services, and rent expenses.

Provision for Probable Losses

The Group’s provision for probable losses increased by 110% to R907.5 million for 2008 from R432.7 million for 2007
primarily due to growth in EWBC.
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Sugar Operations

The Group’s sugar operations expenses increased by 201% to 2205.0 million for 2008 from £268.0 million for 2007. This was
primarily due a full year of operations for 2008, compared with 2007 when the Group acquired the Sugar Subsidiaries and
only included three months of operations of the Sugar Subsidiaries in its consolidated results.

Provision for Income Tax

Provision for Current income Tax

Current provision for income tax increased by 21% to R£781.7 million for 2008 from R644.4 million for 2007. This was
principally due to higher taxable income.

Provision for Deferred Income Tax

Provision for deferred income tax was 2(340.6) million for 2008 compared with R56.2 million for 2007. This was principally
due to the reduction of deferred tax liability resulting from the change in corporate tax rate from 35% to 30% to reflect the
future tax liability.

Net Income

As a result of the foregoing, the Group’s net income decreased by 23% to £2,571.0 million for 2008 from R3,343.5 million for
2007.

e Financial Condition as of December 31, 2008
Financial Condition

As of December 31, 2008, total consolidated assets was at 2131.3 billion, stockholders’ equity at £59.7 billion while total
liabilities at R71.7 billion. The year end (long term) debt-to-equity ratio was 0.31.:1.00 which was higher than 2007 year-end
of 0.17:1. Long term debt as of December 31, 2008 amounted to P18.7 hillion compared to £9.8 billion as of December 31,
2007. During the last quarter of 2008 the Group availed of the banks’ credit lines, the proceeds of which will be used to
finance the ongoing and upcoming projects.

Total assets grew by 217.0 billion, from 2114.5 billion to 2131.4 billion as of year end 2008.

Cash and Cash Equivalents slightly decreased to £13.6 billion or 9% lower than the December 2007 level of R214.9 billion,
mainly because of acquisition of land for development principally for the MRB projects and purchases of available-for-sale
and held-to-maturity securities

Property and Equipment grew by £0.9 billion or 32% mainly due to the ongoing construction of additional I.T. buildings in
Northgate Cyberzone.

Loans and Receivables arising from real estate operations increased by R2.4 billion or 27% because of attractive in-house
financing schemes offered by the Company.

Subdivisions lots, condominium and residential units for sale likewise increased by R0.6 billion or 6% with the additional
residential development projects of FLI particularly the MRB projects.

Loans from financial and banking services went up by R4.1 billion or 23% mainly from the successful auto loan and credit
card campaigns and higher FCDU and term loans granted during the year.

The Bank’s investment in securities consisting of Financial Assets at Fair Value through Profit or Loss, Available—for—sale
Investments and Held-to-maturity Investments also went up by 26.3 billion or by 125% because of additional purchases of
the Bank to increase its recurring interest income and trading gain.

The increase in Other Assets of 20.2 billion or 12% substantially came from additional creditable withholding taxes and input
VAT from various project related disbursements and miscellaneous assets of the Bank.

Total liabilities went up to B71.7 billion as of December 31, 2008. Additional loans were obtained to finance the various
development projects and support the financial plans of the Company. Long-term debt went up by R8.9 billion or 91% to
R18.7 billion.

Deposit liabilities also expanded to £33.3 billion from £30.2 billion due to successful deposit campaigns of EWBC. Accounts
payable and accrued expenses went up by B2.5 hillion or 31% with the increases in customers’ deposits and advances,
rediscounted receivables, and accruals of interests on long term loans obtained by the Group in the last quarter of 2008. Bills
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and acceptances payable increased by R1.0 billion or 75% with the increase in borrowings from BSP mainly used to support
the higher reserve requirement by the Central Bank.

Cash dividends were declared during the current period by the Parent Company and its subsidiary FLI out of their respective
unappropriated retained earnings. The Parent Company paid total cash dividends of 2375.41 million or P0.05 per share.
FLI, on the other hand, paid total cash dividends of R485.72 million or 20.02 per share.

The Company has no material commitments for capital expenditures, except for the ongoing development of its Seascapes
Resort Town Project in Cebu and Beaufort Project inside Fort Bonifacio in Taguig City, project developments of its real
estate subsidiaries, expansion and modernization plans of its sugar manufacturing subsidiaries, and the initial expenses
necessary for the new branches of its bank subsidiary and acquisition of another bank, which expenditures can be
adequately covered by the operating cash flow and availment of medium and long term loans. There are no events or
uncertainties that are reasonably expected to have a material impact on the Company’s short term or long-term liquidity or
on the Company’s revenues from continuing operations.

Performance Indicators

As of and for the Year Ended As of and for the Year

Ended
December 31, 2008 December 31, 2007
Earning per share (basic) P0.31 /share P 0.32 /share
Net Income
Weighted Average Number of Outstanding
Shares

Price Earnings Ratio 3.67 Times 15.31 times

Closing Price

Earnings Per Share

Return on Revenue 19 % 33 %

Net Income

Total Revenue
Debt to Equity Ratio 0.29:1 0.17:1

Notes Payable & Long-term Debt
Total Stockholders' Equity

EBITDA to Total Interest Paid 5.87 Times 5.58 times

EBITDA
Total Interest Payment

Earnings per share was P0.31 while Price Earnings (PE) Ratio was 3.67 times as of end 2008. The decline in EPS is due to
lower net income in 2008 as earlier discussed. Lower PE ratio is primarily due to lower share price as of December 31, 2008
as a result of the global financial crisis affecting the local stock market, with the stock closing at P0.77 per share in
December 2008 versus P4.90 per share in December 2007.

The lower net income caused the decline in Return on Revenue but higher EBITDA, i.e.; earnings after adjustments for non-
cash items including gain on changes in equity interest in a subsidiary improved the ratio of EBITDA to Total Interest Paid.

Availments of long-term debt during the last quarter of the year pulled up Debt-to-Equity ratio to 0.29:1.
INFORMATION ON INDEPENDENT ACCOUNTANT
Audit and Audit-Related Fees

The aggregate fees billed to the Group for professional services rendered by the external auditor for the examination of the
annual financial statements amounted to R5.6 million, £3.8 million, 4.4 million, net of VAT, in 2010, 2009 and 2008,
respectively. In 2010, additional fees for the external auditor’s review of the interim financial statements amounted to 219.5
million for the Company related to the equity fund raising activity which was deferred due to volatile market conditions, and
£0.8 million for EWBC related to the issuance of Tier 2 Bonds. There are no other assurance and related services by the
external auditor that are reasonably related to the performance of the audit or review of the Group'’s financial statements.

Tax Fees
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The Group has not engaged the services of the external auditor for tax accounting, compliance, advice, planning and any
other form of tax services.

All Other Fees

There are no other fees billed in each of the last two (2) years for products and services provided by the external auditor,
other than the services reported under items mentioned above.

The Audit Committee based on the recommendation by the Internal Audit and management, evaluates the need for such
professional services and approves the engagement and the fees to be paid for the services.

Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

There have been no changes during the two most recent fiscal years or any subsequent interim period in independent
accountant who was previously engaged as principal accountant to audit the Company’s financial statements.

There have been no disagreements with the Company’s independent accountants on any matter of accounting principles or
practices, financial statement disclosure, or auditing scope or procedure.

LEGAL PROCEEDINGS

The Group is subject to lawsuits and legal actions in the ordinary course of its real estate development and other allied
activities. However, the Group does not believe that any such lawsuits or legal actions will have a significant impact on the
financial position or result of operations of the Group. Noteworthy are the following cases involving the Company and its
subsidiaries, FLI, FAl and PSHC:

a. FLI vs. Abdul Backy, et al.
G.R. No. 174715
Supreme Court

This is a civil action for the declaration of nullity of deeds of conditional and absolute sales of certain real properties
located in Tambler, General Santos City covered by free patents and executed between FLI and the plaintiffs' patriarch,
Hadji Gulam Ngilay. The Regional Trial Court (“RTC") of Las Pifias City (Br. 253) decided the case in favor of FLI and
upheld the sale of the properties. On appeal, the Court of Appeals rendered a decision partly favorable to FLI but
nullified the sale of some properties involved. FLI's petition for review on certiorari to question that portion of the
decision declaring as void the deeds of sale of properties covered by free patents issued in 1991, is still pending with the
Supreme Court.

b. Emelita Alvarez, et al. vs. FDC
DARAB Case No. IV-RI-010-95
Adjudication Board, Department of Agrarian Reform

On or about March 15, 1995 certain persons claiming to be beneficiaries under the Comprehensive Agrarian Reform
Program (CARP) of the National Government filed an action for annulment/cancellation of sale and transfer of titles,
maintenance of peaceful possession, enforcement of rights under CARP plus damages before the Regional Agrarian
Reform Adjudicator, Adjudication Board, Department of Agrarian Reform. The property involved, located in San Mateo,
Rizal, was purchased by FDC from the Estate of Alfonso Doronilla. A motion to dismiss is still pending resolution.

C. Republic of the Philippines vs. Rolando Pascual, et al.
Civil Case No. 7059
Regional Trial Court

The National Government through the Office of the Solicitor General filed suit against Rolando Pascual, Rogelio Pascual
and FLI for cancellation of title and reversion in favor of the Government of properties subject of a joint venture
agreement between the said individuals and FLI. The Government claims that the subject properties covering about
73.33 hectares are not alienable and disposable being forest land. The case was dismissed by the RTC of General
Santos City (Br. 36) on November 16, 2007 for lack of merit. The Office of the Solicitor General has appealed the
dismissal to the Court of Appeals, where it is still pending.

d. FLI vs. Eduardo Adia, et al
G.R. 192929
Supreme Court

Various CLOA holders based in Brgy. Hugo Perez, Trece Martirez City filed a complaint with the RTC of Trece Martirez
against FLI for recovery of possession with damages, claiming that in 1995 they surrendered possession of their lands
to FLI so that the same can be developed pursuant to a joint venture arrangement allegedly entered into with FLI. They
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now seek to recover possession of said lands pending the development thereof by FLI. The RTC rendered a decision
ordering FLI to vacate the subject property. FLI appealed the decision to the Court of Appeals which affirmed the RTC
decision. FLI filed a petition for review on certiorari before the Supreme Court. On January 10, 2011, the Supreme Court
granted FLI's motion to admit a supplemental petition and required respondent to comment on the supplemental petition
within 10 days from notice.

e. Antonio E. Cenon and Filinvest Land, Inc.
vs. San Mateo Landfill, Mayor Jose Rafael Diaz,
Brgy. Pintong Bukawe, Director Julian Amador and
the Secretary, Department of Environment and Natural Resources
Civil Case No. 2273-09

On February 9, 2009, FLI filed an action for injunction and damages against the respondents to stop and enjoin the
construction of a 19-hectare landfill in a barangay in close proximity to Timberland Heights in San Mateo, Rizal. FLI
sought preliminary and permanent injunctive reliefs and damages and is seeking the complete and permanent closures
of the dump site. Trial for this case is ongoing.

f. Padua, et al. vs. DENR, et al.
CA-G.R. SP No. 93908
Court of Appeals

This involves a petition for mandamus to compel the Department of Environment and Natural Resources and Land
Management Bureau to give due course to “Miscellaneous Sales Patents” filed by individual petitioners in 1969 covering
a 3,000 square meter-parcel of land that now forms part of the Filinvest Corporate City. The petitioners also seek to
nullify the “Joint Venture Agreement” dated April 14, 1993 between the Republic of the Philippines and the Company for
the horizontal development and subdivision of the Alabang Stock Farm.

On February 2, 2010, the Court of Appeals issued its Decision denying the petition for mandamus filed by the
petitioners.

g. Alberto D. Hilapo et al. vs. Republic of the Philippines, et al. (Civil Case No. 99-075, RTC-Muntinlupa, Br. 256);
Alberto D. Hilapo, et al. vs. Hon. Alberto L. Lerma, et al. (CA G.R. SP No. 77969, Court of Appeals); Alberto D.
Hilapo, et al. vs. Republic of the Philippines, et al. (G.R. No. 161639, Supreme Court)

The plaintiffs in Civil Case No. 99-075 claim to be the owners of the 244-hectare parcel of land known as the Alabang
Stock Farm which is the subject of a joint venture between the Republic of the Philippines and the Company. Civil
Case No. 99-075 is a civil action seeking principally the annulment of Transfer Certificate of Title No. 185552 issued in
the name of the Republic of the Philippines which covers the entire Alabang Stock Farm area subject of the Joint
Venture Agreement dated April 14, 1993, as well as the transfer certificates of title derived therefrom. The RTC of
Muntinlupa City dismissed the case. The plaintiffs filed a petition for certiorari (CA G.R. SP No. 77969) with the Court of
Appeals seeking the reversal of the dismissal. Thereafter, they assailed before the Supreme Court the decision of the
Court of Appeals dismissing their petition.  In its Resolution dated July 30, 2007, the Supreme Court affirmed the
dismissal of Civil Case No. 99-075 by the trial court and the Court of Appeals.

h.  Heirs of Rufino Hilapo and Gregoria Arevalo vs. Republic of the Philippines, et al. (Civil Case No. 99-320, RTC-
Muntinlupa, Br. 256)

As in Civil Case No. 99-075 (see above), the plaintiffs in this case claim to be the owners of the 244-hectare parcel of
land known as the Alabang Stock Farm. It seeks principally the annulment of Transfer Certificate of Title No. 185552
issued in the name of the Republic of the Philippines which covers the entire Alabang Stock Farm area subject of the
Joint Venture Agreement dated April 14, 1993, as well as the transfer certificates of title derived therefrom. The plaintiffs
likewise seek the reconveyance of the Alabang Stock Farm in their favor. By its Resolution dated December 19, 2002,
the RTC of Muntinlupa City required the plaintiffs to pay the docket fees corresponding to the value of the property
subject of this case. To date, the plaintiffs have not done so. The case is still pending with the trial court. In 2009, FAI
filed a Motion to Dismiss praying that the case be dismissed with prejudice. The resolution of the motion is still pending
with the trial court.

i. Luciano Paz vs. The Republic of the Philippines (Civil Case No. 00-059, RTC-Muntinlupa City); Luciano Paz vs.
Hon. N.C. Perello, et al. (CA G.R. SP No. 66677, Court of Appeals); Luciano Paz vs. Republic of the Philippines,
et al. (G.R. No. 157367, Supreme Court)

In a petition instituted with the RTC of Muntinlupa City (Civil Case No. 00-059) petitioner sought the cancellation of the
title of the Republic of the Philippines over the Alabang Stock Farm and the titles derived therefrom. The trial court
dismissed the case on June 4, 2001. The petitioner then instituted a special civil action for certiorari (CA G.R. SP No.
66677) with the Court of Appeals seeking the nullification of the dismissal of Civil Case No. 00-059. On August 1, 2002,
the Court of Appeals promulgated a decision denying due course and dismissing the petition in CA G.R. SP No. 66677.
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In April 2003, the petitioner filed a petition for review on certiorari (G.R. No. 157367) with the Supreme Court seeking the
reversal of the dismissal of CA G.R. SP No. 66677 and Civil Case No. 00-059. The case is still pending with the
Supreme Court.

J  Commissioner of Internal Revenue vs. FDC and FAI (CTA Case No. 6128, Court of Tax Appeals); Commissioner
of Internal Revenue vs. FDC and FAI (CA-G.R. SP No. 74510, Court of Appeals); FDC and FAI vs.
Commissioner of Internal Revenue (CA-G.R. SP No. 72992, Court of Appeals); Commissioner of Internal
Revenue vs. FDC and FAI (G.R. Nos. 163653 and 167689, Supreme Court)

The Bureau of Internal Revenue (BIR) assessed the Company for deficiency income taxes for taxable years 1996 and
1997 in the sums of R150,085,066.27 and B5,716,972.03, respectively. It also assessed the Company deficiency
documentary stamp taxes for 1996 and 1997 in the sums of R10,425,487.06 and R5,796,699.40, respectively. Finally, it
assessed FAI with deficiency income tax of R1,477,494,638.23.

After exhausting its remedies at the administrative level, the Company and FAI questioned the assessments on both
legal and factual grounds before the Court of Tax Appeals (CTA) in CTA Case No. 6182. After proceedings were duly
had, the CTA found merit in the Company’s and FAI's petition and, in its Decision dated September 10, 2002, set aside
all the assessments except for the assessment of the Company’s alleged deficiency income tax for 1997 amounting to
R5,691,972.03, which it ordered the Company to pay.

The Company appealed the CTA Decision, but only insofar as it upheld the 1997 deficiency income tax assessment
against the Company. In its Decision dated December 16, 2003 in CA-GR SP No. 72992, the Court of Appeals granted
the Company’s petition for review and annulled the said assessment. The BIR also appealed the CTA Decision. The
Court of Appeals denied the BIR'’s appeal in CA-GR SP No. 74510 and upheld the CTA Decision.

The BIR appealed the decisions of the Court of Appeals in CA-GR SP Nos. 163653 and 167689. Upon motion by the
Company, the Supreme Court ordered the consolidation of G.R. Nos. 163653 and 167689.

On July 21, 2009, the Supreme Court En Banc accepted G.R. No. 167689, together with its companion case, G.R. No.
163653, the same having been elevated to it earlier by the Third Division of the Supreme Court. There has been no
further development in these cases since then.

k. FDC vs. Commissioner of Internal Revenue
G.R. No. 146941
Supreme Court

This case involves a petition for review on certiorari filed by the Company with the Supreme Court to assail the Court of
Appeal's Decision dated August 18, 2000. The Decision affirmed the denial by the Court of Tax Appeals of the refund of the
amount of R3,173,868.00 representing creditable withholding taxes overpaid by the Company for the years 1995 and 1996.
In its Decision dated August 10, 2007, the Supreme Court granted the Company's petition and ordered the Commissioner on
Internal Revenue to refund or, in the alternative, issue a tax credit certificate for, the amount of R3,173,868.00 in favor of the
Company.

I Coca-Cola Bottlers Philippines, Inc. vs. Pacific Sugar Holdings Corporation
Civil Case No. 10-1067
RTC Makati City, Br. 146
On October 28, 2010, Coca-Cola filed a civil case against Pacific Sugar Holdings Corporation demanding the amount of
P347,410,104.66 allegedly representing damages sustained by Coca-Cola due the supposed failure by PSHC to deliver
certain bags of sugar products. PSHC accordingly filed its Answer on April 13, 2011 to refund the claims of Coca-Cola.

The Company is not aware of any other information as to any other legal proceedings known to be contemplated by
government authorities or any other entity.

MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

Recent Sale of Unregistered Securities

There are no securities sold by the Company in the past three (3) years which were not registered under the Code.

Cash Dividend

The Board of Directors declared a cash dividend of 20.0306 per share for 2009 and £0.045 per share for 2010. The
payment of cash dividends in the future will depend upon the Company’s earnings, cash flow, financial condition, capital
investment requirements and other factors (including certain restrictions on dividends imposed by the terms of loan
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agreements). Pursuant to the loan agreements entered into by the Company and certain financial institutions, the Company
needs the lender’s prior consent in cases of cash dividend declaration.

Market Information

The shares of the Company are listed on the Philippines Stock Exchange (PSE). The following table shows, for the periods
indicated, the high, low and period end closing prices of the shares as reported in the PSE.

STOCK PRICES High Low Period End
2011
First Quarter 6.35 4.00 4.42
2010
First Quarter 2.08 1.78 2.00
Second Quarter 3.70 2.00 3.60
Third Quarter 5.25 3.25 5.25
Fourth Quarter 5.47 4.45 5.05
2009
First Quarter 1.14 0.79 1.08
Second Quarter 2.02 1.16 1.82
Third Quarter 2.32 1.74 2.10
Fourth Quarter 2.22 2.00 2.08
2008
First Quarter 5.30 3.15 3.50
Second Quarter 3.65 2.30 2.50
Third Quarter 2.24 1.80 2.50
Fourth Quarter 1.84 0.70 0.77

On April 15, 2011, the closing price of the Company’s shares was £5.00 per share.

Common shares issued and outstanding as of April 15, 2011 were 7,505,725,452. Also, as of this date, the number of
stockholders of record of the Company was 4,639.

TOP 20 STOCKHOLDERS AS OF APRIL 15, 2011

Percentage to

Number of Common Total Outstanding

Name of Shareholder Shares Held Shares
ALG Holdings Corporation 6,856,265,235 91.32%
PCD Nominee Corporatiion (Filipino) 212,468,827 2.83%
PCD Nominee Corporation (Non-Filipino) 199,013,076 2.65%
FDC Equities Investment Limited 102,140,468 1.36%
Michael Gotianun 38,218,799 0.51%
Andrew Gotianun, Sr. &or Mercedes T. Gotianun 27,325,000 0.36%
Ricardo Alonzo 23,214,024 0.31%
Joseph M. &/or Lourdes Josephine G. Yap 5,614,564 0.07%
Henry Sy, Sr. 5,086,000 0.07%
Efren C. Gutierrez 3,301,388 0.04%
Mercedes T. Gotianun 3,078,554 0.04%
Helen Reyes 2,183,380 0.03%
Emily Benedicto 2,000,000 0.03%
H. K. Hedinger 1,640,860 0.02%
William Tan Gabaldon 1,600,000 0.02%
Allied Banking Corporation 1,529,000 0.02%
Santiago Go 1,384,258 0.02%
Lino Sy 500,000 0.01%
AMA Rural Bank of Mandaluyong, Inc. 500,000 0.01%
Manuel Benipayo 427,458 0.01%
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COMPLIANCE WITH LENDING PRACTICES ON CORPORATE GOVERNANCE

The Company is in substantial compliance with its Revised Manual for Corporate Governance as demonstrated by the
following: (a) the election of two (2) independent directors to the Board; (b) the appointment of members of the audit,
nomination and compensation committees of the Company; (c) the conduct of regular quarterly board meetings and special
meetings, the faithful attendance of the directors at these meetings and their proper discharge of duties and responsibilities
as such directors; (d) the submission to the SEC of reports and disclosures required under the Securities Regulation Code;
(e) the Company’s adherence to national and local laws pertaining to its operations; and (f) the observance of applicable
accounting standards by the Company.

In order to keep itself abreast with the leading practices on corporate governance, the Company encourages the members of
top-level management and the Board to attend and participate at seminars on corporate governance initiated by accredited
institutions.

The Company welcomes proposals, especially from institutions and entities such as the SEC, PSE and the Institute of
Corporate Directors, to improve corporate governance.

There is no known material deviation from the Company’s Revised Manual on Corporate Governance.
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MINUTES OF THE SPECIAL STOCKHOLDERS' MEETING OF
FILINVEST DEVELOPMENT CORPORATION
Held on Novermber 25, 2010, 9:00 a.m.
FCC Marketing Office, Filinvest Corporate City
Alabang, Muntinlupa City

ATTENDEES FROM THE BOARD:

JONATHAN T. GOTIANUN JOSEPHINE G. YAP
ANDREW L. GOTIANUN, SR. ANDREW T. GOTIANUN JR.
MERCEDES T, GOTIANUN CIRILOT. TOLOSA

I CALL TO ORDER; CERTIFICATION OF QUORUM

The Chairman of the Board, Mr. Jonathan T. Gaotianun, called the meeting to order and
presided over the same. The Corporate Secretary, Mr. Pablito A. Perez, certified that out of the
7,505,725,452 comman shares outstanding, 6,929,295,176 shares representing 92.32% thereof
are present, in person or by proxy, and that therefore, there is a quorum for the transaction of
business by the stockholders.

L. APPROVAL OF THE MINUTES OF THE ANNUAL MEETING HELD ON JUNE 10, 2010

Upon motion duly made and seconded, and in the absence of any objection, the
stockholders unanimously APPROVED the Minutes of the Stockhalders’ Meeting held on June
10, 2010 as presented in the Information Statement distributed to the stockholders prior to the
meeting.

IR INCREASE IN THE AUTHORIZED CAPITAL STOCK FROM R108 TO R17B

The next item in the agenda was the approval by the stockholders of the increase in the
autharized capital stock of the Corporation. The Chairman, aided by a power point presentation,
briefly explained the particulars of the increase in the authorized capital stock of the Corporation
from R10 billion to R17 billion, as approved by the Corporation’s Board of Directors during its
meeting on October 15, 2010, the details of which are as follows:

= The P7 billion increase is comprised of: (a) 5 billion common shares with a par value of
P1.00 per share, or a total par value of R5 billion; and (b) 2 billion preferred shares with a
par value of B1.00 per share, or a total par value of B2 billion.

» The preferred shares are (a) not entitlied to any voting right or privilege, except in those
cases expressly provided by law; (b) redeemable, subject to the terms and conditions to
be fixed by the Board of Directors: and (c} entitled to dividends at the rate to be
determined by the Board of Directors prior to the issuance of the shares, such dividends
to be payable out of the surplus profits of the Corporation so long as such preferred
shares are outstanding.

e In the event of liquidation, dissolution, receivership or winding up of affairs of the
Corporation, except in the case of merger of consolidation, holders of the preferred
shares shall be entitled to be paid in full at par, or ratably, in so far as the assets of the
Corporation will permit, for each preferred share held before any distribution is made to
holders of common shares. After the holders of the preferred shares shall have received
their share in distribution, the remaining assets of the Corporation shall be appropriated
to the holders of common stock.



Upon metion duly made and seconded, and in the absence of any objection, the
stockholders duly APPROVED/RATIFIED the increase in the authorized capital stock of the
Corporation, as earlier approved by the Board of Directors during its meeting on October 15,
2010. The stockholders, upon motion duly made and seconded. also duly APPROVED the (a)
grant of autharity to the Board of Director to fix any additional terms and conditions of the
preferred shares as may be in the best interest of the Corporation; as well as the (b) amendment
of Aricle Seventh of the Amended Articles of Incorporation of the Corporation to effect the
increase in the authorized capital stock of the Corporation.

Iv. EQUITY FUND RAISING OF THE CORPORATION

The next item in the agenda was the eguity fund raising of the Corporation. The
President, Mrs. Josephine G. Yap, aided by a power point presentation, briefly explained the
proposed equity fund raising of the Corporation, as approved by the Corporation's Board of
Directors during its meeting on October 15, 2010, consisting of a placing and subscription
transaction involving the offer and sale by ALG Holdings Corporation of its existing shares in the
Corporation not exceeding 3 billion common shares and the subscription by ALG Holdings
Corporation, and the issuance by the Corporation, of new common shares not exceeding the
number of shares sold by ALG Holdings Carporation, with such new common shares being listed
as soon as practicable thereafter.

After the short presentation, Mrs. Yap explained some particulars of the equity fund
raising in response to several questions and requests for clarifications from stockholders who
attended the special meeting. Thereafter, upon motion duly made and seconded, and in the
absence of any objection, the stockholders duly APPROVED the (a) aforementioned placing and
subscription transaction; as well as the (b) grant of authority to the Board of Directors to fix the
offer price for the Corporation's shares based on (i) the discounted volume weighted average
trading price of the Corporation's share in the Philippine Stock Exchange for such period as may
be agreed with the duly appointed Lead Managers; (ii) the net asset value of the Corporation's
share; or (iii) any price derived from, or between the net asset value andfor the discounted
volume weighted average price of the Corporation’s share.

V. ADJOURNMENT

There being no other matters to discuss, the meeting was adjourned at 11:00 a.m.

Prepared by:

m&ﬁﬁ@gmc&;s’

Asst. Corporate Secretary

Attested by:

Jo

\__~Chai

?THAN 'I'/GDTIANUN
man of the Board
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