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PART I - FINANCIAL INFORMATION

ltem 1. Financial Statements

The interim Consolidated Financial Statements - EEI Corporation and Subsidiaries - September 30,
2011 with comparative figures for the period ended December 31, 2010 and September 30, 2010.
Cash Flows and Schedule of Aging of Accounts Receivable is incorporated by reference as Exhibit 1.

Item 2. Management's Discussion and Analysis

EEI CORPORATION and SUBSIDIARIES
Management's Discussion and Analysis
As of 30 September 2011

Results of Operations

As of the end of September 2011, EEI Corporation’s unaudited consolidated net income is P581.53
million, up by 28% compared to the P452.89 million it earned during the same period in 2010.
Consolidated revenues stood at P6.69 billion, 25% more than the P5.37 billion posted in 2010.

For the period in review, more domestic construction projects were acquired, increasing revenues from
local construction contracts by 19% from P3.70 billion in the first three quarters of 2010 to RP4.40 billion
for the same period in 2011. Revenues from services also increased significantly, from P995.53 million
in the same period last year to R1.65 billion for 2011, an increase of 65%. The main contributor to this
increase is EEI Corporation (Singapore) Pte. Ltd., a foreign subsidiary of EEI BVI Ltd. On the other
hand, merchandise sales and real estate sales decreased by 40% and 34%, respectively.
Merchandise sales went from R186.42 million to RP111.96 million and the Company’s real estate sales
business decreased from R119.75 million to P79.02 million, mostly due to a slowdown in local demand.

Revenues from the Company’s overseas operations, most of which comes from the net income of Al
Rushaid Construction Company (ARCC), EEI's 49% owned entity in the Kingdom of Saudi Arabia
(KSA), increased by 67%, from P146.25 million in 2010 to RP243.52 million in 2011.

Interest income decreased, from R46.73 million in 2010 to P41.97 million this year — a drop by 10%,
mainly due to reductions in short-term investments as excess cash is used for the continuous retooling
and equipment re-fleeting program of EEI, with construction backlog increasing significantly.

As a result of the increase in production from local projects, costs and expenses of construction
contracts as well as that of services correspondingly increased. Cost of construction contracts
increased by 28%, from P3.05 billion in 2010 to P3.89 billion in 2011, that of cost of services increased
by 51%, from P854.73 million to P1.29 billion. The cost of merchandise sales and real estate sales
decreased, by 54% and 32% respectively, a bigger change than the decreases in the revenue
generated in these areas.



Selling and administrative expenses increased by 15%, from P459.46 million in 2010 to RP527.78 million
in 2011, mainly due to increases in personnel and allocation for taxes and licenses. The interest
expense on the other hand decreased by 69%, from RP97.52 million in 2010 to P29.94 million in 2011
due to lower loan levels. A good percentage of Company expenditures are being funded internally,
with earlier loans having comparatively higher interest rates being terminated and taking advantage of
the lower interest rate environment if necessary. Overall, the net increase in total costs and expenses
of the Company, which increased by 25% in the first three quarters of 2011, matched the 25% total
increase in consolidated revenues.

The earnings per share for the first three quarters of 2011 amounted to P0.56 compared to R0.44 in
2010.

Except for the sale of a previous fabrication shop lot by one of its local subsidiaries, all significant
elements of income or loss arose from the Company’s continuing operations.

Operating Highlights

In the first nine months of 2011, EEI Corporation won the contracts to construct the Bangko Sentral ng
Pilipinas Branches in Zamboanga, Tacloban and Roxas Cities; the 8 Forbestown Project of Megaworld
in the Fort Bonifacio District, Taguig City; Sun Residences Tower 2 of SM Development Corporation in
Quezon City; the Clipp Center Project for Clipp Manchenson Holdings, Inc.; the Admiral Bay Suites
Project for Admiral Realty Company, Inc.; Contract Package 2 of the Communication, Navigation, and
Surveillance/Air Traffic Management (CNS/ATM) Systems Development of the Department of
Transportation and Communication under Sumitomo Corporation; Civil and building works for ISBL
area for the construction of JG Summit Naptha Cracker Project for Daelim Philippines Inc.; the New Fly
Ash Conveying and Storage Plant for Team Energy Corporation’s Pagbilao coal-fired power plant; and
the Engineering, Procurement and Construction package for the 20 Megawatt Maibarara Geothermal
Power Plant between Batangas and Laguna for Petroenergy Resources Corporation. These contracts
have an aggregate value of P9.62 billion.

The Company is still working on the following projects which were won prior to 2011: RCBC Savings
Bank and Corporate Center in the Fort Bonifacio District, Taguig City; the Sun Residences Tower 1
and the Princeton Residences Project in Quezon City, and the Wind Residences Towers 1 & 2 in
Tagaytay City, of SM Development Corporation; the Beacon Tower 2 of New Pacific Resources
Management, Inc. in Makati City; the One Central Building of Megaworld Corporation in Makati City;
SM 2ECom Building Project of SM Land Incorporated in Pasay City; and the Anchor Skysuites of
Gotamco Realty in Binondo, Manila. The Company is still constructing the Berth 6 of the Manila
International Container Terminal under a joint venture project with Hanjin Heavy Industries &
Construction Co., Ltd. for the Philippine global port operator International Container Terminal Services,
Inc. The total remaining un-worked portions of these contracts amount to P11.40 billion as of
September 30, 2011.

The ongoing projects of Al Rushaid Construction Company (ARCC), EEI's 49% owned entity in the

Kingdom of Saudi Arabia (KSA) include the additional works for the Southern Area Flare System

Upgrade Project for Saudi Aramco; the National Chevron Phillips Ethylene Plant North Plot Project

under JGC Arabia; the Saudi Aramco Manifa Project in Manifa, KSA also under JGC Arabia; the
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Samco Acrylic Project under Samsung; the Saudi Aramco Mobil Refinery Clean Fuels Project under
Worley Parsons; and the Steel Making Plant and Water Treatment Plant of Hadeed Saudi Iron and
Steel Company under Industrial Beteiligung Services and Contracting (Inbesco), a subsidiary of
Danieli, a steel company in Italy. The un-worked portions of these contracts in Saudi Arabia amount to
SARL1.17 billion or US$311.97 million as of September 30, 2011.

Outside the KSA, EEI is doing the carry-over works for the assembly of the Piperack Modules for
Exxon Mobil Chemical Asia Pacific under Stone & Webster Asia, Inc. for the Singapore Parallel Train
Olefins Recovery Project at Jurong Island, Singapore; and the additional works for the Inco Goro Nickel
Mining Project in New Caledonia. The remaining workable portions of these overseas contracts amount
to P566.67 million.

Financial Position

EEI's total consolidated assets stood at P9.78 billion as of the end of September 2011, registering a
24% increase from end of 2010 level of P7.89 billion. Total current assets went up by 33% from RP4.73
billion as of December 31, 2010 to P6.28 billion as of the third quarter of the year primarily due to the
230% increase in costs and estimated earnings in excess of billings on uncompleted projects, due to
cost incurrence for preliminaries of major ongoing and newly awarded domestic projects.

Non-current assets grew by 11% from last year’'s amount of P3.16 billion to P3.50 billion for the period
under review. This growth is mainly attributable to the increase in property, plant and equipment
account, for the various machinery purchased for use in the newly awarded domestic projects; and, for
various improvements and office renovations at our main offices, all in support of the considerable
orders backlog booked so far.

Total liabilities increased by 34%, from P4.15 billion as of end of 2010 to P5.58 billion at the end of
September 2011 due to increase in bank loans to finance acquisition of various construction equipment
for use in the newly awarded projects.

Stockholders’ equity posted a 12% increase, from P3.74 billion at the end of 2010 to P4.20 billion for
the nine month period in 2011 due to the net income of the Company as of September 2011, reduced
by the cash dividend declaration of P0.10 per share in March 2011.

Debt to equity ratio was 1.33:1 on a consolidated basis for the period under review, while that of last
yearwas at 1.11:1.

The Company’s book value per share for the nine month period in 2011 was P4.06, while end of 2010
was R3.61, or a 12% growth.

For 2011, the Company is allocating about P853 million in capital expenditures, majority of which is for
the purchase of construction equipment for use in the newly awarded domestic projects; and for the
improvements of the Fabrication Shop in Bauan, Batangas.



Subsequent Event

On October 3, 2011, our jobsite at Taganito Mining Corporation in Claver, Surigao del Norte was raided
by sizeable group of armed persons purporting to be from the New People’s Army. The Company’s
equipment, which includes cranes, hi-bed trailers with tractor trucks, boom trucks and other
construction equipment, along with equipment of our principals were burned and destroyed. Looting of
tools and other materials followed immediately after the raid. No one among our workers was hurt.

As a result, EEI Corporation suffered a loss of RP125.50 million based on book value of the tools and
equipment burned, damaged and looted. A police report by Claver Municipal police station, dated
November 2, 2011, was issued to this effect. Aside from this unfortunate incident, there are no known
trends, or commitments other than those presented in the financial statements, which may have
material impact on the Company’s liquidity.

Outlook

Even considering the setbacks of the aforementioned raid on one of our job sites, EEI remains
cautiously optimistic in more or less achieving its year-end goals and is still on-track towards its
medium-term objectives. The domestic construction industry still appears to be strong especially for
electromechanical work and industrial work. The Company’s total domestic backlog, which represents
portions of existing contracts that have yet to be completed for local construction projects as of end of
September 2011, had a net selling price of P11.62 billion including the backlog of local subsidiaries
worth P223.01 million. EEI's 49 percent owned company in the Kingdom of Saudi Arabia, Al Rushaid
Construction Company; and wholly owned subsidiary, EEI Corporation (Singapore) Pte. Ltd. and EEI
New Caledonia have backlogs amounting to P13.61 billion, P384.27 million, and P 182.40 million
respectively.

The Company continues to bid for new local and foreign-based projects. There are still viable
opportunities for some subcontracting projects from global Engineering, Procurement and Construction
(EPC) Companies, not just in the KSA or Singapore but also in other countries.

Management continues to strengthen its cost-management, waste reduction and productivity
improvement programs as it continues to improve its quality management and its safety and overall risk
management system.

As part of the improvement program in the financial and procurement system, the Company will
implement the Oracle Automation Project starting January 01, 2012. This project covers EEI
Corporation, Inc., its subsidiaries and other members of the YGC Group of Companies such as House
of Investments, Mapua Institute of Technology, Honda Q.C. and Kalookan, Isuzu Manila, Inc., First
Malayan Leasing and iPeople, Inc. The Oracle Automation Project for common financial system will
translate to a consolidated financial system with drilldown capabilities, controlled and centralized
management and a platform that will allow shares services. For the procurement system side, the
Group will have controlled and centralized spend management and robust sourcing capabilities. To

ensure that the Company’s operations will be streamlined to maximize benefits of the Oracle System,
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the Company has engaged BPT Resources, a management consulting and services provider, to
handle business process review and provide recommendations for process restructuring to improve
overall efficiency and lessen hand-offs without compromising quality and controls.

Key Performance Indicators

The most significant key indicators of future performance of the company are the following:

1. Construction contracts and orders  — denote the value of construction projects won by the
Company. Work to be done on these projects determines its revenue potential. In our
domestic market, contracts and orders increase during an expansionary period when private
business is on an investment mode, with significant capital expenditures allotted for new
capacity and expansion and upgrading, and when government is spending for physical
infrastructure.

In our overseas markets, orders tend to rise when investors (quasi private/government
entities) and corporations invest on new upstream and downstream petroleum facilities and
new power and mining facilities. This usually happens during a period of prolonged high
price of oil or basic metals/minerals which encourages capacity expansion projects and
spurs new infrastructure projects in the host countries. The regime of high petroleum and
metal prices has spurred increased construction activities in the Middle East, East Asia and
Africa.

2. Production - represents the value of construction work accomplished by the Company
during the period in review. It is synonymous to sales revenue since these are recognized
at the value corresponding to the percentage of completion of the projects. Production is
determined by capacity in terms of manpower, equipment and management resources, and
higher productivity of the factors of production.

3. Orders backlog - corresponds to the value of unfinished portions of construction contracts
and orders. They provide a measure of the near-term future source of production and
revenues of the Company. Construction contracts usually take 18 to 36 months to complete,
depending upon the size and scope of the projects they cover.

4. Liquidity - refers to existing cash and cash resources and the capability of the Company to
quickly draw financial resources (such as working capital and other credit lines) to fund
operations and construction activities. This ability to deploy financial resources is critical in
fulfilling its contract obligations and ensuring the operational and financial viability of the
Company.



EEl CORPORATION AND SUBSIDIARIES
KEY PERPORMANCE INDICATORS
(In Thousand Pesos Except In Ratios)

LIQUIDITY RATIOS

Debt/Equity Ratio
Total Liabilities
Total Equity

Quick Ratio
Quick Assets
Current Liabilities

Current Ratio
Current Assets

Current Liabilities

Book Value/Share

Total Equity
No. of Issued & Subscribed Shares

EFFICIENCY RATIO

Asset Turnover
Net Sales

Total Assets

PROHTABILITY RATIOS

Earnings per Share
Net Income

No. of Issued & Subscribed Shares

Gross Margin Rate
Gross Income

Net Sales

Return on Sales
Net Income

Net Sales

Return on Assets
Net Income

Total Assets

September 30, 2011

December 31, 2010

September 30, 2011

6,236,866

9,782,857

As of Sept. 30, 2011

581,529

1,036,401

920,187

6,236,866

581,529

6,236,866

581,529

9,782,857

o
<)

15%

6%

5,578,779 1331 4,147,987 111:1
4,204,078 3,741,280
3,865,289 0.70:1 3,548,365 0.86:1
5,549,654 4,103,285
6,281,005 1131 4,731,278 1151
5,561,083 4,103,285
4,204,078 4.06 3,741,280 3.61
1,036,401 1,036,401

September 30, 2010

5,002,593

8,983,096

As of Sept. 30, 2010

452,890

1,036,401

815,933

5,002,593

452,890

5,002,593

452,890

8,983,096

o
R

16%




SIGNATURES

Pursuant to the requirements of Section 17 of the SRC, the reg’istrant has duly caused
this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Registrant — EEl CORPORATION

Fr -

FERDINAND G. VILLAFUERTE \ REBECCAR. TONGSON
SVP & Corporate Secretary VP & Controller

Date: 14 November 2011
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Exhibit 1

EEI CORPORATION AND SUBSIDIARIES

Interim Condensed
Consolidated Financial Statements

September 30, 2011 & 2010 (Unaudited)
and
December 31, 2010 (Audited)

10



EEI CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

At September 30, 2011 and December 31, 2010
(In Thousand Pesos)

Sept. 30, 2011

December 31, 2010

(Unaudited) (Audited)
ASSETS
Current Assets
Cash and cash equivalents 812,461 979,492
Receivables 3,160,067 2,652,823
Costs and estimated earnings in excess of billings
on uncompleted contracts 1,556,100 470,934
Inventories 426,828 433,975
Other current assets 325,549 194,054
Total Current Assets 6,281,005 4,731,278
Noncurrent Assets
Available-for-sale securities 129,985 130,403
Investments in associate and joint venture 964,558 1,008,196
Property, plant & equipment 1,535,820 1,063,411
Investment properties 288,109 336,437
Other noncurrent assets 583,380 619,542
Total Noncurrent Assets 3,501,852 3,157,989
TOTAL ASSETS 9,782,857 7,889,267
LIABILITIES & EQUITY
Current Liabilities
Bank loans 1,355,000 239,900
Accounts payable & accrued expenses 2,652,373 2,082,452
Billings in excess of costs and estimated earnings
on uncompleted contracts 1,520,377 1,299,980
Current portion of long-term debt 33,333 480,953
Total Current Liabilities 5,561,083 4,103,285
Noncurrent Liabilities
Long-term debt - net of current portion - 13,667
Deferred tax liabilities 5,053 5,274
Other noncurrent liabilities 12,643 25,761
Total Noncurrent Liabilities 17,696 44,702
Total Liabilities 5,578,779 4,147,987
Equity
Capital stock 1,036,401 1,036,401
Additional paid-in capital 477,038 477,038
Cumulative translation adjustment (56,868) (42,196)
Retained earnings 2,747,852 2,269,964
Unrealized gain on available-for-sale securities 3,376 3,794
Treasury stock (3,721) (3,721)
Total Equity 4,204,078 3,741,280
TOTAL LIABILITIES AND EQUITY 9,782,857 7,889,267
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EEI CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF INCOME

For the periods ended September 30, 2011 and 2010
(In Thousand Pesos Except Earnings Per Share)

JULY TO SEPT.

JANUARY TO SEPT.

2011 2010 2011 2010
REVENUE
Construction contracts 1,801,406 1,351,175 4,398,832 3,700,895
Services 816,392 337,611 1,647,056 995,534
Merchandise sales 34,405 61,642 111,957 186,416
Real estate sales 30,058 47,847 79,021 119,748
2,682,261 1,798,275 6,236,866 5,002,593
Equity in net earnings of associate and joint
venture 153,880 25,629 243,522 146,250
Interest income 13,338 16,028 41,972 46,725
Other income 46,536 92,067 171,187 173,649
2,896,015 1,931,999 6,693,547 5,369,217
COSTS AND EXPENSES
Construction contracts 1,692,952 1,156,184 3,888,952 3,049,852
Services 603,641 292,153 1,294,766 854,725
Merchandise sales 19,044 46,416 70,936 153,436
Real estate sales 22,964 37,027 62,025 91,297
2,338,601 1,531,780 5,316,679 4,149,310
Selling and administrative expenses 190,154 160,284 527,784 459,462
Interest expense 19,230 27,179 29,944 97,518
2,547,985 1,719,243 5,874,407 4,706,290
INCOME BEFORE INCOME TAX 348,030 212,756 819,140 662,927
PROVISION FOR INCOME TAX 102,324 68,422 237,611 210,037
NET INCOME 245,706 144,334 581,529 452,890
EARNINGS PER SHARE 0.237 0.139 0.561 0.437

12



EEI CORPORATION AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME

For the periods ended September 30, 2011 and 2010
(In Thousand Pesos)

JULY TO SEPTEMBER

JANUARY TO SEPT.

2011 2010 2011 2010
NET INCOME 245,706 144,334 581,529 452,890
OTHER COMPREHENSIVE INCOME (LOSS)
Cumulative translation adjustment 283 - (14,672) -
Unrealized gain (loss) on available-for-sale
securities 306 - (418) -
TOTAL COMPREHENSIVE INCOME 246,295 144,334 566,439 452,890
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EEI CORPORATION AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the periods ended September 30, 2011 and 2010
(In Thousand Pesos)

Sept. 30, 2011

Sept. 30, 2010

CASH FLOWS FROM OPERATING ACTIVITIES

Income before income tax 819,140 662,927
Adjustments for:
Interest expense 29,944 97,518
Depreciation and amortization 110,058 91,575
Equity in net earnings of associate and joint venture (243,522) (146,250)
Interest income (41,972) (46,725)
Operating income before changes in working capital 673,648 659,045
Decrease (increase) in:
Receivables (507,244) (134,804)
Cost and estimated earnings in excess of billings
on uncompleted contracts (1,085,166) 183,183
Inventories 7,147 14,884
Other current assets (131,496) (71,263)
Land and building classified as held-for-sale - 313
Increase (decrease) in:
Accounts payable & accrued expenses 283,756 114,053
Billings in excess of costs and estimated earnings
on uncompleted contracts 220,398 362,773
Net cash generated from (used for) operations (538,957) 1,128,184
Interest received 41,972 42,808
Interest paid (33,242) (67,625)
Net cash provided by (used in) operating activities (530,227) 1,103,367
CASH FLOWS FROM INVESTING ACTIVITIES
Net reduction in (addition) to:
Available-for-sale securities - 358
Property, plant & equipment (582,468) (383,625)
Investment properties 48,329 (6,232)
Dividends paid (77,730) (77,730)
Dividends received 285,089 -
Other noncurrent assets 36,162 17,580
Net cash used in investing activities (290,618) (449,649)
CASH FLOWS FROM FINANCING ACTIVITIES
Net proceeds from (payments of) bank loans and long-term debt 653,813 (284,588)
Receipt from subscription receivables - 6
Net cash provided by (used in) financing activities 653,813 (284,582)
NET INCREASE (DECREASE) IN CASH & CASH EQUIVALENTS (167,032) 369,136
CASH AND CASH EQUIVALENTS - BEGINNING 979,492 886,220
CASH AND CASH EQUIVALENTS - END 812,460 1,255,356
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EEI CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CHANGES IN EQU ITY
For the periods ended September 30, 2011 and 2010

(In Thousand Pesos)

Unrealized
Gain on
Additional Cumulative Retainec Available-for-
Paid-In Translation Earnings Treasury Sale
Capital Stock Capital Adjustment Stock Securities Total
For the period ended September 30, 2011
Balances at beginning of year 1,036,401 477,038 (8L 2,269,96. (3,721) 3,794 3,741,280
Net income - - - 581,52! - - 581,529
Other comprehensive loss - - (14,672) - - (418) (15,090)
Total comprehensive income - - (14,672) 581,52¢ - (418) 566,439
Dividends declared - - - (103,640 — — (103,640)
Balances at end of the period 1,036,401 477,038 (5838 2,747,832 (3,721) 3,376 4,204,078
For the period ended September 30, 2010
Balances at beginning of year 1,036,401 477,028 24,88 1,716,43! (3,721) 4,819 3,255,850
Net incom: - - - 452,89 - - 452,890
Other comprehensive loss - - - - - (743) (743)
Total comprehensive income - - - 452,89( - (743) 452,147
Changes in subscription receivables - 6 - - - - 6
Dividends declared - - - (103,640 — — (103,640)
Balances at end of the period 1,036,401 477,034 824,8 2,065,68 (3,721) 4,076 3,604,363
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EEI CORPORATION AND SUBSIDIARIES

AGING OF TRADE & RETENTION RECEIVABLES
As of September 30, 2011

(In Thousand Pesos)

120
DAYS/
CURRENT | 30 DAYS | 60 DAYS | 90 DAYS OVER TOTAL
EEI CORPORATION 1,318,485 87,858 104 76,683 318,737 | 1,801,867
GULF ASIA INTERNATIONAL CORP 13,865 5,138 2,483 2,030 1,804 25,320
EEI CONST'N & MARINE, INC. 5,514 595 4,110 830 7,322 18,371
EQUIPMENT ENGINEERS, INC. 37,023 3,701 2,195 546 24,559 68,024
EEI POWER CORPORATION - 54 340 - 14,642 15,036
EEI REALTY CORPORATION 188,640 600 288 191 859 190,578
EEI-BVILTD. 225,568 52,491 20,103 - - 298,162
PHILMARK, INC. - - - - 9,578 9,578
TOTAL 1,789,095 150,437 29,623 80,280 377,501 | 2,426,936
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EEI CORPORATION AND SUBSIDIARIES

SEGMENT INFORMATION (UNAUDITED)

For the periods ended SEPTEMBER 30, 2011 and 2010
(In Thousand Pesos)

Domestic Foreign Comb?r?elol1 Elimination Consolidated

Assets

Current assets 6,695,447 5,816,559 12,512,006 (6,231,003) 6,281,003

Noncurrent assets 3,318,814 2,894,827 6,213,641 (2,711,788) 3,501,853
Total Assets 10,014,261 8,711,386 18,725,647 (8,942,791) 9,782,856
Liabilities

Current liabilities 6,620,383 5,673,562 12,293,945 (6,732,863) 5,561,082

Noncurrent liabilities 17,696 452,105 469,801 (452,105) 17,696
Total Liabilities 6,638,079 6,125,667 12,763,746 (7,184,968) 5,578,778
Revenue 5,182,483 8,188,938 13,371,421 (7,134,555) 6,236,866
Direct cost (4,305,307) (6,513,477)  (10,818,784) 5,502,105  (5,316,679)
Operating expense (501,752) (926,735) (1,428,487) 900,703 (527,784)
Interest expense (33,605) - (33,605) 3,661 (29,944)
Other income (charges) 144,905 39,606 184,511 28,647 213,158
Distribution of ARCC's net income - (455,917) (455,917) 699,439 243,522
Income before tax 486,724 332,415 819,139 - 819,139
Provision for income tax (136,929) (100,681) (237,610) - (237,610)
Net income 349,795 231,734 581,529 - 581,529
Cash flows arising from:

Operating activities (372,198) (28,986) (401,184) (129,044) (530,228)

Investing activities (570,108) (436,317) (1,006,425) 715,807 (290,618)

Financing activities 653,813 875,539 1,529,352 (875,539) 653,813




2010

Domestic Foreign Combined Elimination Consolidated

Assets

Current assets 6,850,551 4,074,799 10,925,350 (4,821,301) 6,104,049

Noncurrent assets 4,308,749 2,487,577 6,796,326 (3,917,279) 2,879,047
Total Assets 11,159,300 6,562,376 17,721,676 (8,738,580) 8,983,096
Liabilities

Current liabilities 6,217,781 4,099,324 10,317,104 (5,359,325) 4,957,779

Noncurrent liabilities 420,954 344,707 765,661 (344,707) 420,954
Total Liabilities 6,638,734 4,444,031 11,082,765 (5,704,032) 5,378,733
Revenue 4,429,635 6,356,926 10,786,561 (5,783,968) 5,002,593
Direct cost (3,553,827) (5,318,787) (8,872,614) 4,723,304  (4,149,310)
Operating expense (459,462) (762,194) (1,221,656) 762,194 (459,462)
Interest expense (101,355) (9) (101,364) 3,846 (97,518)
Other income (charges) 203,675 169,402 373,077 (152,703) 220,374
Distribution of ARCC's net income - (301,077) (301,077) 447,327 146,250
Income before tax 518,666 144,261 662,927 - 662,927
Provision for income tax (157,433) (52,604) (210,037) - (210,037)
Net income 361,233 91,657 452,890 - 452,890
Cash flows arising from:

Operating activities 921,791 601,362 1,523,153 (420,529) 1,102,624

Investing activities (448,186) 388,007 (60,179) (388,727) (448,906)

Financing activities (284,582) (115,635) (400,217) 115,635 (284,582)

Notes to operating segments:

1. The foreign segment above includes the results of operations of ARCC at 100%. The consolidated
financial statements of the Group present its 49% share in ARCC under the equity in net earnings

account.

2. Intersegment revenues, cost and expenses, assets and liabilities are eliminated on consolidation. These

are accounted for under PFRS.

3. Capital expenditure consists of additions to property, plant and equipment and investment properties.
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EEI CORPORATION AND SUBSIDIARIES

Corporate Information

EEI Corporation (the Parent Company) is a stock corporation incorporated under the laws of the
Philippines. EEI Corporation is a subsidiary of House of Investments, Inc., which is also
incorporated in the Philippines. The ultimate parent company of EEI Corporation and its
subsidiaries (collectively referred to as the Group) is Pan Malayan Management and Investment
Corporation. The registered office address of EEI Corporation is No. 12 Manggahan Street,
Bagumbayan, Quezon City.

The Parent Company'’s shares of stock are listed and are currently trading at the Philippine Stock
Exchange (PSE).

The Parent Company is engaged in general contracting and construction equipment rental. The
Parent Company’s subsidiaries, associate and joint venture are mainly involved in the provision of
manpower services, construction, trading of construction equipment and parts, power generation,
steel fabrication and real estate.

The accompanying interim consolidated financial statements of the Group were approved and
authorized for issue by its Board of Directors (BOD) on November 09, 2011.
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Iltem 1. Financial Statements Required Under SRC Ru le 68.1

5.

7.a.

Earnings Per Share

The following table presents information necessary to calculate basic earnings per
share:

(In Thousand Pesos) As of 9.30.11| As 0f 9.30.10
Net Income 581,529 P452,890
Issued & subscribed shares 1,036,401 1,036,401
Earnings per share P0.561 P0.437

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

Certain accounts in the prior year consolidated financial statements were reclassified
to conform to the current year’s presentation.

Basis of Preparation

The accompanying interim consolidated financial statements have been prepared on
a historical cost basis, except available-for-sale (AFS) securities and investment
properties which have been measured at fair value. The accompanying interim
consolidated financial statements are presented in Philippine Peso (B), which is also
the Parent Company’s functional currency.

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

Changes in Accounting Policies and Disclosures

The accounting policies adopted by the Group are consistent with those of the
previous financial years except for the adoption of the following new and amended
PFRS, Philippine Accounting Standards (PAS) and Philippine Interpretations of
International Financial Reporting Interpretations Committee (IFRIC) which were
adopted as of January 1, 2011, which have no material effect on the Group’s
consolidated financial statements.

PAS 32, Financial Instruments: Presentation (Amendment) - Classification of Rights
Issues

The amendment to PAS 32 is effective for annual periods beginning on or after
February 1, 2010 and amended the definition of a financial liability in order to
classify rights issues (and certain options or warrants) as equity instruments in
cases where such rights are given pro rata to all of the existing owners of the same
class of an entity's non-derivative equity instruments, or to acquire a fixed number
of the entity’s own equity instruments for a fixed amount in any currency.

Philippine Interpretation IFRIC 14 (Amendment) - Prepayments of a Minimum
Funding Requirement
The amendment to Philippine Interpretation IFRIC 14 is effective for annual periods
beginning on or after January 1, 2011, with retrospective application. The
amendment provides guidance on assessing the recoverable amount of a net
pension asset. The amendment permits an entity to treat the prepayment of a
minimum funding requirement as an asset.
Philippine Interpretation IFRIC 19, Extinguishing Financial Liabilities with Equity
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Instruments

Philippine Interpretation IFRIC 19 is effective for annual periods beginning on or
after July 1, 2010. The interpretation clarifies that equity instruments issued to a
creditor to extinguish a financial liability qualify as consideration paid. The equity
instruments issued are measured at their fair value. In case that this cannot be
reliably measured, the instruments are measured at the fair value of the liability
extinguished. Any gain or loss is recognized immediately in profit or loss.

Improvements to PFRSs

Improvements to PFRSs, an omnibus of amendments to standards, deals primarily
with a view to removing inconsistencies and clarifying wording. There are separate
transitional provisions for each standard. Except as otherwise indicated, the Group
does not expect the adoption of these improvements to have a significant impact on its
consolidated financial statements.

Improvements to PFRS 5 2008
PFRS 5, Noncurrent Assets Held for Sale and Discontinued Operations, clarifies
that when a subsidiary is classified as held for sale, all its assets and liabilities are
classified as held for sale, even when the entity remains a non-controlling interest
after the sale transaction. The amendment is applied prospectively and has no
impact on the financial position or the financial performance of the Group.

Improvements to PFRS 5 2009
PFRS 5, Noncurrent Assets Held for Sale and Discontinued Operations, clarifies
that the disclosures required in respect of noncurrent assets and disposal groups
classified as held for sale or discontinued operations are only those set out in
PFRS 5. The disclosure requirements other PFRSs only apply if specifically
required for such noncurrent assets or discontinued operations.

PFRS 8, Operating Segments, clarifies that segment assets and liabilities need
only be reported when those assets and liabilities are included in measures that
are used by the chief operating decision maker.

PAS 7, Statement of Cash Flows, states that only expenditure that results in
recognizing an asset can be classified as a cash flow from investing activities.
This amendment will impact among others, the presentation in the statement of
cash flows of the contingent consideration on the business combination completed
in 2010 upon cash settlement.

PAS 36, Impairment of Assets, clarifies that the largest unit permitted for allocating
goodwill, acquired in a business combination, is the operating segment as defined
in PFRS 8 before aggregation for reporting purposes.

Other amendments resulting from the 2009 Improvements to PFRSs to the following
standards did not have any impact on the accounting policies, financial position or
performance of the Group.

PFRS 2, Share-based Payment

PAS 1,Presentation of Financial Statements

PAS 17, Leases

PAS 38, Intangible Assets

PAS 39, Financial Instruments: Recognition and Measurement

Philippine Interpretation IFRIC 9, Reassessment of Embedded Derivatives
Philippine Interpretation IFRIC 16, Hedge of a Net Investment in a Foreign
Operation
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PFRS 2, Share-based Payment (Amendment) - Group Cash-settled Share-based
Payment Transactions

The amendment to PFRS 2 clarified the scope and the accounting for group cash-
settled share-based payment transactions.

PFRS 3 (Revised), Business Combinations, and PAS 27 (Amended), Consolidated
and Separate Financial Statements

PFRS 3 (Revised) introduces significant changes in the accounting for business
combinations occurring after becoming effective. Changes affect the valuation of
non-controlling interest, the accounting for transaction costs, the initial recognition
and subsequent measurement of a contingent consideration and business
combinations achieved in stages. These changes will impact the amount of goodwiill
recognized, the reported results in the period that an acquisition occurs and future
reported results.

PAS 27 (Amended) requires that a change in the ownership interest of a subsidiary
(without loss of control) is accounted for as a transaction with owners in their
capacity as owners. Therefore, such transactions will no longer give rise to goodwiill,
nor will it give rise to a gain or loss. Furthermore, the amended standard changes
the accounting for losses incurred by the subsidiary as well as the loss of control of
a subsidiary. The changes by PFRS 3 (Revised) and PAS 27 (Amended) affect
acquisitions or loss of control of subsidiaries and transactions with non-controlling
interests after January 1, 2010.

PAS 39, Financial Instruments: Recognition and Measurement (Amendment) -
Eligible Hedged Items

The amendment clarifies that an entity is permitted to designate a portion of the fair
value changes or cash flow variability of a financial instrument as a hedged item.
This also covers the designation of inflation as a hedged risk or portion in particular
situations.

Philippine Interpretation IFRIC 17, Distributions of Non-cash Assets to Owners. This
interpretation provides guidance on accounting for arrangements whereby an entity
distributes non-cash assets to shareholders either as a distribution of reserves or as
dividends. The interpretation has no effect on either, the financial position or
performance of the Group.

Future Changes in Accounting Standards

Standards issued but not yet effective up to the date of issuance of the Group’s
consolidated financial statements are listed below. This listing is of standards and
interpretations issued, which the Group reasonably expects to be applicable at a future
date. The Group intends to adopt those standards when they become effective. Except
as otherwise indicated, the Group does not expect the adoption of these new and
amended standards and interpretations to have a significant impact on its financial
statements.

PAS 24 (Amended), Related Party Disclosures

The amended standard is effective for annual periods beginning on or after January
1, 2011. It clarifies the definition of a related party to simplify the identification of
such relationships and to eliminate inconsistencies in its application. The amended
standard introduces a partial exemption of disclosure requirements for government-
related entities. Early adoption is permitted for either the partial exemption for
government-related entities or for the entire standard.
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PAS 12, Income Taxes (Amendment) - Deferred Tax: Recovery of Underlying
Assets

The amendment to PAS 12 is effective for annual periods beginning on or after
January 1, 2012. It provides a practical solution to the problem of assessing
whether recovery of an asset will be through use or sale. It introduces a
presumption that recovery of the carrying amount of an asset will normally be
through sale.

PFRS 7, Financial Instruments: Disclosures (Amendments) - Disclosures-Transfers
of Financial Assets

The amendments to PFRS 7 are effective for annual periods beginning on or after
July 1, 2011. The amendments will allow users of financial statements to improve
their understanding of transfer transactions of financial assets (for example,
securitizations), including understanding the possible effects of any risks that may
remain with the entity that transferred the assets. The amendments also require
additional disclosures if a disproportionate amount of transfer transactions are
undertaken around the end of a reporting period.

PFRS 9, Financial Instruments: Classification and Measurement

PFRS 9, as issued in 2010, reflects the first phase of the work on the replacement
of PAS 39 and applies to classification and measurement of financial assets and
financial liabilities as defined in PAS 39. The standard is effective for annual periods
beginning on or after January 1, 2015. In subsequent phases, hedge accounting
and derecognition will be addressed. The completion of this project is expected in
early 2011. The adoption of the first phase of PFRS 9 will have an effect on the
classification and measurement of the Group’s financial assets. The Group will
guantify the effect in conjunction with the other phases, when issued, to present a
comprehensive picture.

The Company has not yet decided whether or not to early adopt PFRS 9 (2009) or
PFRS 9 (2010) for its 2011 financial reporting and therefore, the interim financial
statements do not reflect the impact of the said standard.

Philippine Interpretation IFRIC 15, Agreement for Construction of Real Estate

This interpretation, effective for annual periods beginning on or after January 1,
2012, covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The
interpretation requires that revenue on construction of real estate be recognized
only upon completion, except when such contract qualifies as construction contract
to be accounted for under PAS 11, Construction Contracts, or involves rendering of
services in which case revenue is recognized based on stage of completion.
Contracts involving provision of services with the construction materials and
where the risks and reward of ownership are transferred to the buyer on a
continuous basis will also be accounted for based on stage of completion.

Improvements to PFRSs 2010

Improvements to PFRSs is an omnibus of amendments to PFRSs. The amendments
have not been adopted as they become effective for annual periods on or after either
July 1, 2010 or January 1, 2011. The Group, however, expects no impact from the
adoption of these amendments on its consolidated financial statements:

PFRS 3, Business Combinations

PFRS 7, Financial Instruments: Disclosures

PAS 1, Presentation of Financial Statements

PAS 27, Consolidated and Separate Financial Statements

Philippine Interpretation IFRIC 13, Customer Loyalty Programmes
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7.b.

7.C.

The Group has nothing to disclose in notes to financial statements regarding
seasonality or cyclicality as it has no material effect on our interim operations.

Nature and amount of items affecting assets, liabilities, equity, net income, or cash
flows that are unusual because of their nature, size, or incidents:

Cash and Cash Equivalents

(In Thousand Pesos) 09.30.11 12.31.10
Cash on hand 3,261 3,922
Cash in banks 770,139 677,682
Short-term investments 39,061 297,888
812,461 979,492

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

term investment rates.

Receivables

(In Thousand Pesos) 09.30.11 12.31.10
Trade receivables 1,679,835 1,720,363
Retention receivables 747,101 609,118
Advances to suppliers and subcontractors 612,129 303,498
Consultancy fees receivable 100,159 39,492
Tax refund from tax authorities 35,312 35,316
Advances to officers and employees 20,867 16,845
Reimbursable taxes 5,475 20,699
Other receivables 207,464 170,219
3,408,342 2,915,550
Less: Allowance for doubtful accounts 248,275 262,727
3,160,067 2,652,823

Inventories

(In Thousand Pesos) 09.30.11 12.31.10

Land at cost 390,060 407,242
At NRV :

Merchandise 13,869 17,134
Spare parts and supplies 13,587 6,579
Construction materials 9,312 3,020
36,768 26,733
426,828 433,975

24



Other Current Assets

(In Thousand Pesos) 09.30.11 12.31.10
Input value-added tax (VAT) 135,951 91,893
Prepaid taxes 119,430 44,840
Miscellaneous deposits 47,698 36,010
Prepaid expenses 17,235 12,101
Supplies and others 5,235 9,210
325,549 194,054
Investments in Associate and Joint Venture Companie S
(In Thousand Pesos) 09.30.11 12.31.10
Acquisition cost:
Balance at beginning and end of year 28,223 28,223
Accumulated equity in net earnings:
Balance at beginning of year 1,047,231 726,171
Equity in net earnings for the year 243,522 321,060
Dividends (285,089) -
Balance at end of year 1,005,665 1,047,231
Equity in cumulative translation adjustment (69,329) (67,258)
964,558 1,008,196
Available-for-sale Securities
(In Thousand Pesos) 09.30.11 12.31.10
Quoted shares 15,820 17,242
Unquoted shares 113,861 113,161
129,681 130,403
Property, Plant and Equipment
(In Thousand Pesos) 09.30.11 12.31.10
At cost:
Machinery, tools & construction equipment 1,806,010 1,475,190
Land, buildings and improvements 298,020 191,485
Transportation and service equipment 115,233 97,395
Furniture, fixtures and office equipment 271,044 252,839
2,490,307 2,016,909
Less: Accumulated depreciation & amortization 1,057,556 1,049,073
1,432,751 967,836
Construction in progress 103,069 95,575
1,535,820 1,063,411
Bank Loans
(In Thousand Pesos) 09.30.11 12.31.10
Secured bank loans 1,355,000 239,900
Unsecured bank loans - -
1,355,000 239,900
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7.d.

7.e.

7.1.

7.9.

Bank loans consist of Peso-denominated bank loans with annual interest rates
ranging from 4.00% to 7.75% and 5.00% to 8.00% in the period ending September
30, 2011 and December 31, 2010, respectively.

The secured bank loans are collateralized by the Parent Company’s investment
properties of 39 hectares of land located at Lemery, Batangas with book value
amounting to RP194.3 million as at December 31, 2010.

Accounts Payable and Accrued Expenses

(In Thousand Pesos) 09.30.11 12.31.10
Accounts payable 1,439,918 1,077,462
Accrued expenses 320,097 239,281
Deferred output taxes 217,605 224,953
Retention payable 205,568 187,692
Advances from joint venture partners 32,382 32,382
Others 436,803 320,682
2,652,373 2,082,452

Long-term Debt

(In Thousand Pesos) 09.30.11 .12.31.10
Parent Company 33,333 433,333
EEI Realty - 43,620
EEI Construction & Marine, Inc. - 17,667
33,333 494,620
Less: current portion 33,333 480,953
- 13,667

There was no change in amount reported in prior financial year that have material

effect in the current interim period.

As of September 30, 2011, availment of loans amounted to P890 million while

repayment is 2280 million.

The BOD of the Parent Company in its meeting held on March 18, 2011 declared a
cash dividend of 20.10 per share to common stockholders of record broken down as

follows:

Record Date Payment Date Amount
April 08, 2011 April 29, 2011 P0.025
June 06, 2011 June 30, 2011 P0.025
September 06, 2011 September 30, 2011 R0.025
December 06, 2011 December 29, 2011 P0.025

Segment Information — Please refer to pages 17 and 18.
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7.h.

7.1.

7.

7.k.

On October 03, 2011, our jobsite at Taganito Mining Corporation in Claver, Surigao
del Norte was raided by sizable group of armed persons purporting to be from New
People’'s Army. Employees and staff were herded in one place and the Company’s
equipment i.e. cranes, hi-bed trailers with tractor trucks, boom trucks and other
construction equipment, along with equipment of our principals were burned.
Looting of tools and other materials followed immediately after the raid. No one
among our workers was hurt.

As a result, EEI Corporation suffered a loss of R125.50 million based on book value
of the tools and equipment burned, damaged and looted. A police report by Claver
Municipal police station, dated November 2, 2011, was issued to this effect. Aside
from this unfortunate incident, there are no known trends, or commitments other
than those presented in the financial statements, which may have material impact
on the Company’s liquidity.

SEC 17C was filed for the above material event. Please refer to Exhibit 2.

There was no material change in the composition of the issuer during the interim
period, including business combinations, acquisition or disposal of subsidiaries and
long-term investments, restructurings, and discontinuing operations.

There was no material change in contingent liabilities or contingent assets since the
last annual statement of financial position.

Commitments and Contingencies

a.) Surety Arrangement and Guarantees
The Parent Company is contingently liable for guarantees arising in the ordinary
course of business, including performance, surety and warranty bonds for
various construction projects amounting to 5.6 billion and R3.7 billion as of
September 30, 2011 and December 31, 2010, respectively.

b.) Standby Letters of Credit
The Company has outstanding irrevocable domestic standby letters of credit
amounting to R99.2 million, JPY13.4 milion and SGD 3.4 million as of
September 30, 2011 and P 58.6 million and SGD 3.4 million in December 31,
2010, from local banks which are used to guarantee for the down payments and
performance of its ongoing construction projects.

c.) Contingencies

There are pending legal cases against the Company that are being contested
by the Company and its legal counsels. Management and its legal counsels
believe that the final resolution of these cases will not have immediate material
effect on the financial position and operating results of the Company.
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7. Market Information

Quarterly high, low and closing prices of the Company:

2010 High Low Close
January — March 3.35 2.44 3.30
April — June 4.15 2.95 3.90
July — September 4.70 3.60 4.25
October - December 4.45 3.80 3.93
2011
January — March 4.09 3.21 3.60
April — June 3.82 3.30 3.40
July — September 3.58 2.80 3.03
ltem2 Management's Discussion _and Analysis (MDA) of Finan _ cial Position
and Results of Operations.
2.e. Material change/s (5% or more) from period to period in one or more line items of

the issuer’s financial statements.

Statements of Financia | Position

09.30.11 12.31.10 Increase (Decrease)

(In Thousand Pesos) (Unaudited) (Audited) Amount %
Cash and cash equivalents 812,461 979,492 (167,031) -17%
Receivables 3,160,067 2,652,823 507,244 19%
Costs and estimated earnings in excess
of billings on uncompleted contracts 1,556,100 470,934 1,085,166 230%
Other current assets 325,549 194,054 131,495 68%
Property, plant & equipment 1,535,820 1,063,411 472,409 44%
Investment properties 288,109 336,437 (48,328) -14%
Other noncurrent assets 583,380 619,542 (36,162) -6%
Bank Loans 1,355,000 239,900 | 1,115,100 | 465%
Accounts payable & accrued expenses 2,652,373 2,082,452 569,921 27%
Billings in excess of costs & estimated

earnings on uncompleted contracts 1,520,377 1,299,980 220,397 17%
Current portion of long-term debt 33,333 480,953 (447,620) -93%
Long-term debt - 13,667 (13,667) | -100%
Other noncurrent liabilities 12,643 25,761 (13,118) -51%
Cumulative translation adjustment (56,868) (42,196) 14,672 35%
Unrealized gain on available-for-sale

securities 3,376 3,794 (418) -11%
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Statements of Income For the period ending Increase (Decrease)
09.30.11 09.30.10

(In Thousand Pesos) (Unaudited) | (Unaudited) Amount %
Construction contracts 4,398,832 3,700,895 697,937 19%
Services 1,647,056 995,534 651,522 65%
Merchandise sales 111,957 186,416 (74,459) -40%
Real estate sales 79,021 119,748 (40,727) -34%
Cost of construction contracts 3,888,952 3,049,852 839,100 28%
Cost of services 1,294,766 854,725 440,041 51%
Cost of merchandise sales 70,936 153,436 (82,500) -54%
Cost of real estate sold 62,025 91,297 (29,272) -32%
Selling and administrative expenses 527,784 459,462 68,322 15%
Interest expense 29,944 97,518 (67,574) -69%
Equity in net earnings of associate and

joint venture 243,522 146,250 97,272 67%
Interest income 41,972 46,725 (4,753) -10%
Provision for income tax 237,611 210,037 27,574 13%

EEI CORPORATION AND SUBSIDIARIES

ANALYTICAL REVIEW
September 30, 2011

Consolidated Statement of Financial Position Accoun

ts

Cash and cash equivalents

The net decrease of P167.0 million or 17% is due to payment of the Parent Company’s R730

million bank loans, particularly from Bank of the Philippine Islands and RCBC Capital.

Receivables

The net increase of P507.2 million or 9% is mainly due to the increase of Parent Company’'s
advances to various suppliers and subcontractors amounting to R316 million.

Costs and estimated earnings in excess of billings on uncompleted contracts

The increase of R1.1 billion or 230% is due to cost incurrence of major ongoing and newly
awarded domestic projects which include Beacon Tower Il of New Resources Management,
Inc.; Bangko Sentral ng Pilipinas Branches in Zamboanga, Tacloban and Roxas Cities;
Princeton Residences Project of SM Development Corp.; One Central Building of Megaworld
Corporation; Berth 6 of the Manila International Container Terminal for the Philippine global port
operator International Container Terminal Services, Inc.; Taganito Nickel Mining Project of
Nickel Asia under the JGC Chiyoda joint venture; Civil and Building works for ISBL area for the
construction of JG Summit Naptha Cracker Project for Daelim Phils. Inc. and Admiral Baysuites
Project for Admiral Realty Company, Inc.;

Other current assets

The increase of P131.5 million or 68% is due to increase in input VAT and various prepaid
taxes.
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Property, plant and equipment
The net increase of P472.4 million or 44% is mainly due to acquisition of the following:
- various machineries and equipment i.e. tower and luffing cranes, mobile cranes, placing
booms, payloaders, backhoes, concrete batch plant and concrete pump — P216 million
- cost of repairs and renovation of various offices at Homebase — P76 million
- various transportation and service equipment — P25 million
- scaffoldings and container vans — P18 million

Investment properties
The net decrease of RP48.3 million or 14% is attributed to the following:
- Sale of land in Pasig City by EEI Construction and Marine, Inc., a local subsidiary of EEI
Corp.
- Sale of one (1) unit condominium and parking slot by Parent Company at Fairways Tower
located at One McKinley Road, Fort Bonifacio, Taguig City.

Other noncurrent assets
The decrease of R36.2 million or 6% is mainly due to reduction in the receivable from EEI
Retirement Fund Inc.

Bank loans
The increase of R1.1 billion or 465% is mainly due to availment of new loans by Parent
Company amounting to P1.8 billion, particularly from Bank of the Philippine Islands.

Accounts payable and accrued expenses
The increase of R569.9 million or 27% pertains to project related costs incurred during the
period by the Parent Company for its ongoing and newly awarded projects.

Billings in excess of costs and estimated earnings on uncompleted contracts
The increase of P220.4 million or 17% is attributable mainly to un-recoup down payment from
ongoing domestic projects such as JG Summit Naptha Cracker Project for Daelim Philippines,
Inc.; New Fly Ash Handling & Storage System Project for Team Energy Corp.; Wind
Residences Towers 1 & 2 and Sun Residences of SM Development Corporation; 8
Forbestown Project of Megaworld Corp.; and RCBC Savings Bank and Corporate Center in
the Fort Bonifacio District, Taguig City.

Current portion of long-term debt
The significant decrease of P447.6 million or 93% is mainly due to repayment of matured
portion of the long-term loan arranged by RCBC Capital for the Parent Company.

Long-term debt
The net decrease of P13.7 million pertains to full payment of long-term loan of EEI
Construction and Marine, Inc., a local subsidiary of the Company, to Rizal Commercial and
Banking Corporation.

Other noncurrent liabilities
The decrease of R13.1 million or 51% is due to the payment of various finance lease
obligations of the Company with First Malayan Leasing & Finance Corp. and BPI Leasing
Corp. for its various machinery and construction equipment.

Cumulative translation adjustment
The increase of P14.7 million or 35% is due to translation of financial statements of Al Rushaid
Construction Company (ARCC), a foreign associate, whose functional currency is the Saudi
Arabian Riyal.
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Unrealized gain on available-for-sale securities
The net decrease of P0.4 million or 11% pertains to the decline in fair market value of quoted
available-for-sale securities, mainly PLDT shares.

Consolidated Statement of Income Accounts

Revenue and costs of construction contracts

The increase in construction contracts revenues and its corresponding costs pertain mainly
from the following on-going and newly awarded projects: Wind Residences Towers 1 & 2 and
Sun Residences of SM Development Corporation, Anchor Sky Suites of Gotamco Realty
Investments Corp., One Central Building of Megaworld Corp.,Bangko Sentral ng Pilipinas
Branches in Zamboanga, Tacloban and Roxas Cities, Package 1 of the CNS/ATM Systems
Development of the Dept. of Transportation and Communication under Sumitomo Corporation,
Taganito Nickel Mining Project of Nickel Asia under the JGC Chiyoda joint venture in Surigao,
8 Forbestown Project of Megaworld Corp., and Clipp Center Project for Clipp Manchenson
Holdings, Inc.

Revenue and costs of services
The increase in revenue from services and its corresponding costs is attributed mainly to the
revenue from EEI Corporation (Singapore) Pte. Ltd.,a foreign subsidiary of EEI BVI Ltd.

Revenue and costs of merchandise sales
The net decrease in revenue of merchandise sales and related costs is due to cessation of
operations of the Company’s Ready-mix Division during the last quarter of 2010.

Real estate sales and costs
The decrease in real estate sales amounting to P40.7 million or 34% and its related costs
amounting to R29.3 million or 32% were principally due to decrease in the number of house
and lots sold, from 55 units in 2010 to 45 units in 2011, by the Company’s local subsidiary EEI
Realty Corporation.

Equity in net earnings of associate and joint ventu re
The increase of R 97.3 million or 67% is mainly due to the increase in net income of ARCC,
an associate where EEI has a 49% stake.

Interest income
The decrease of P4.8 million or 10% is mainly due to reduction in short term investments by
the Group from 416 million in September 2010 to P39 million in September 2011.

Selling and administrative expense
The net increase of P68.3 million or 15% is due to the following: a.) personnel related
expenses P42.9 million; b.) taxes & licenses P 8.2 million; d.) Supply Chain Management
Group expenses R7.7 million and e.) depreciation and amortization P4.8 million.

Interest expense
The decrease of R67.6 million or 69% is due to lower loan level for the first eight months of
2011.

Provision for income tax
The increase of R27.6 million or 13% is mainly due to higher taxable income for the three
quarter ending September 30, 2011.
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1. Financial Risk Management Objectives and Policies
The main purpose of the Group’s financial instruteeés to raise finances for the Group’s operations.

The main risks arising from the Group’s financiadtruments are credit risk, liquidity risk and netrkisk.
The policies for managing these risks are summauazaefollows:

Credit Risk

The exposure to credit risk on its receivablestesl@rimarily to the inability of project ownersfaly settle
the unpaid balance of contract receivables andr aflagms owed to the Group. Credit risk is managed
accordance with the Group’s credit risk policy whiequires the evaluation of the creditworthinekthe
project owners by engaging the service of an adeckthird party credit analyst.

The Group does not have any significant conceotmatif credit risk. Its main exposure to credikris
equivalent to face amount of its financial assets.

The table below shows the main exposure to creskitfor the components of the consolidated statéroen
financial position. The main exposure is shownsgrdoefore the effect of mitigation through the o$e
master netting arrangements or collateral agreesnent

Statement of financial position items

(In Thousand Pesos) Sept. 30, 2011 Dec. 31, 2010
Cash and cash equivalents
Cash in banks B 770,139 B677,682
Short-term investments 39,061 297,888
Receivables
Trade receivables 2,279,731 2,132,677
Tax refund from tax authorities 35,312 35,316
Consultancy fee 100,159 39,491
Advances to officers and employees 20,867 16,845
Reimbursable taxes 5,475 20,699
Other receivables 66,519 47,752
Due from related parties 100,239 83,950
Miscellaneous deposits 47,698 36,010
Other noncurrent assets
Receivable from EEI Retirement Fund Inc. 454,149 474,865
Long-term receivables 3,005 6,261
P 3,922,354 B3,869,436

There can be some credit exposures on project conamis and contingencies as of September 30, 2€d1 a
December 31, 2010 represented by work accomplistmmenbacklog of projects which are not yet invdice
These exposures are however limited to a few momthk accomplishment as work are frozen as sodhes
Group is able to determine that the risk of norlembion materializes. This risk is, however, matigd by the
Group’s contractor’s lien on the project. A cootm’s lien is the legal right of a contractor (tBeoup) to
takeover the project in-progress and has priortyhe settlement of contractor’s receivables amadmd on
the project in the event of insolvency of the pcojewner. The Group assesses that the value qgtsan-
progress is usually higher than receivables frothfature commitments with the project owners.
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The analyses of loans and receivables are as faillow

September 30, 2011

Neither Past Due but Not Impaired Impaired
Past Due 30 to <60 60 to <90 Financial
(In Thousand Pesos) nor Impaired <30 days days days >90 days Assets Total
Cash and cash equivalents
Cash in banks B 770,139 B- P— P— B— B— R770,139
Short-term investments 39,061 - - - - - 39,061
Receivables
Trade receivables 1,799,916 146,557 27,467 78,590 227,201 147,205 2,426,936
Tax refund from tax
authorities - - - - 35,312 - 35,312
Consultancy fee - - 45,514 9,330 45,315 - 100,159
Advances to officers
and employees 13,052 1,348 189 271 6,007 - 20,867
Reimbursable taxes - - - 5,475 - - 5,475
Other receivables 63,651 2,868 - - - 33,706 100,225
Due from related parties 100,239 - - - - 7,000 107,239
Miscellaneous deposits 32,196 1,207 41 5901 13,663 - 47,698
Other noncurrent assets
Receivable from EEI
Retirement Fund Inc. 454,149 - - - - - 454,149
Long-term receivables - - - - 3,005 7,631 10,636
P 3,272,403 P 151,980 B 73,211 B 94,257 P 330,503 P 195,542 P 4,117,896
December 31, 2010
Neither Past Due but Not Impaired Impaired
Past Due 30 to <60 60 to <90 Financial
(In Thousand Pesos) nor Impaired <30 days days days >90 days Assets Total
Cash and cash equivalents
Cash in banks R677,682 B— B— B— B- B— BR677,682
Short-term investments 297,888 - - - - - 297,888
Receivables
Trade receivables 1,610,060 269,294 68,186 121,105 64,031 196,805 2,329,481
Tax refund from tax
authorities - - - - 35,316 - 35,316
Consultancy fee 7,108 5,529 4,344 9,873 12,637 - 39,491
Advances to officers
and employees 2,933 - 5,566 1,221 7,126 - 16,845
Reimbursable taxes - 20,699 - - - - 20,699
Other receivables 11,322 7,440 6,977 6,285 15,729 38,517 86,269
Due from related parties 83,950 - - - - 7,000 90,950
Miscellaneous deposits 31,035 - - 708 4,267 956 36,966
Other noncurrent assets
Receivable from EEI
Retirement Fund Inc. 474,864 - - - - - 474,865
Long-term receivables 4,638 - - 1,623 - — 6,261
P3,201,481  P302,962 P85,071 P140,815 P139,106 B243,277 4,112713

The risk that past due receivables from projectenamwill not be collected is mitigated by the fatttat the
Group can resort to carry out its contractor's lmrer the project with varying degrees of effegtigss
depending on the jurisprudence applicable on onttguocation of the project. Trade and retentieceivables
from project owners are normally high standard beeaof the creditworthiness of project owners dmal t
collection remedy of contractor’s lien accordedtcactor in certain cases.
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The table below summarizes the credit quality ef 8roup’s neither past due nor impaired loans and
receivables.
September 30, 2011
Neither Past Due nor Impaired

(In Thousand Pesos) High Grade Standard Grade Total
Cash and cash equivalents

Cash in banks 770,139 B- 770,139

Short-term investments 39,061 - 39,061
Receivables

Trade receivables 1,635,213 164,703 1,799,916

Consultancy fee - - -

Advances to officers and employees 13,052 - 13,052

Other receivables 40,857 22,794 63,651
Due from related parties 100,239 - 100,239
Miscellaneous deposits 31,240 956 32,196
Other noncurrent assets

Receivable from EEI Retirement Fund Inc. 454,149 - 454,149

Long-term receivables - - -

3,083,950 188,453 3,272,403

December 31, 2010
Neither Past Due nor Impaired

(In Thousand Pesos) High Grade Standard Grade Total
Cash and cash equivalents

Cash in banks P677,682 B— P677,682

Short-term investments 297,888 - 297,888
Receivables

Trade receivables 1,521,078 88,982 1,610,060

Consultancy fee 7,108 - 7,108

Advances to officers and employees 2,683 250 2,933

Other receivables 7,260 4,062 11,322
Due from related parties 83,950 - 83,950
Miscellaneous deposits 17,451 13,584 31,035
Other noncurrent assets

Receivable from EEI Retirement Fund Inc. 474,865 - 474,865

Long-term receivables - 4,638 4,638

P3,089,964 P111,516 P3,201,481

Neither past due nor impaired trade receivableslyd@ing retention receivables), other receivables a
miscellaneous deposits are classified into ‘highdgt and ‘standard grade’. Neither past due ngained cash
and cash equivalents, advances to officers andoyiegd and due from related parties are normalgh‘igrade’
in nature. The Group sets financial assets a$ ‘gigde’ based on the Group’s positive collectigpegience.
On the other hand, ‘standard grade’ are those whaefe credit history of default in payments.

Liquidity Risk

The Group seeks to manage its liquidity risk toalbde to meet its operating cash flow requiremeimsnce
capital expenditures and service maturing debtscdver its short-term and long-term funding reeurients, the
Group intends to use internally generated fundsauailable short-term and long-term credit fa@bti Credit
lines are obtained from BOD-designated banks auatsdased on financial forecasts approved by BOD.

The table below summarizes the maturity profiletred Group’s financial assets. The maturity grogpiare
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based on the remaining period from the end ofepenting period to the contractual maturity date.

September 30, 2011

(In Thousand Pesos) On Demand < 1year 1to<2years 2 to <3 years >3 years Total
Loans and receivable¢
Cash and cash equivalents
Cash in banks 770,139 B— B— B— B— 770,139
Short-term investments 39,061 - - - - 39,061
Receivables
Trade receivables 2,052,530 227,201 - - - 2,279,731
Tax refund from tax
authorities - 35,312 - - - 35,312
Consultancy fee 54,844 45,315 - - - 100,159
Advances to officers and
Employees 14,860 6,007 - — - 20,867
Reimbursable taxes - 5,475 - - - 5,475
Other receivables 66,519 - - - - 66,519
Due from related parties 100,239 - - - - 100,239
Miscellaneous deposits 34,035 13,663 - - - 47,698
Other noncurrent assets
Receivable from EEI
Retirement Fund Inc
Principal - - - - 454,149 454,149
Interest - 30,286 30,286 30,286 90,858
Long-term receivables
Principal - - 3,005 3,005
Interest - - - - -
3,132,227 332,973 30,286 30,286 487,440 4,013,212
AFS securitie:
Quoted shares - - - 15,820 - 15,820
Unquoted shares — - - 113,861 — 113,861
— — - 129,681 — 129,681
3,132,227 332,973 30,286 159,967 487,440 4,142,893
December 31, 2010
(In Thousand Pesos) On Demand <1year 1to <2 years 2to<3years >3 years Total
Loans and receivabl
Cash and cash equivalents
Cash in banks B677,682 B— =3 B- B- B677,681
Short-term investments 297,888 - — - — 297,888
Receivables
Trade receivables 534,251 1,598,425 - - — 2,132,677
Tax refund from tax
authorities - 35,316 - - - 35,316
Consultancy fee 32,383 7,108 - - - 39,491
Advances to officers and
employees 13,912 2,933 - - - 16,845
Reimbursable taxes — 20,699 — - — 20,699
Other receivables 36,431 11,322 — - — 47,752
Due from related parties 83,950 - - - - 83,950
Miscellaneous deposits 3,868 32,142 - - - 36,010
Other noncurrent assets
Receivable from EEI
Retirement Fund, Inc
Principal 474,865 474,865
Interest - 32,053 32,053 32,053 - 96,160
Long-term receivables
Principal 6,261 6,261
Interest — 151 151 - - 301
1,680,365 1,740,150 38,465 506,918 - 3,965,898
AFS securitie
Quoted shares 17,242 17,242
Unquoted shares 113,161 113,16
130,403 - 130,403
B1,680,365 B1,740,150 B38,465 B637,321 - B4,096,301
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The table below summarizes the maturity profiletloé Group’s financial liabilities based on contredt
undiscounted payments (both principal and interest)

September 30, 2011

(In Thousand Pesos) On demand <1year 1to<2years Total

Accounts payable and accrued expenses B993,247 ,351,882 B2,394 B2,347,523

Bank loans

Peso loan 1,388,333 - 1,388,333

Interest 29,944 - 29,944

Long-term debt

Peso loan - -

Interest - -

Due to related parties 57,310 57,310

P2,468,834 P 1,351,882 B2,394 P 3,823,110
December 31, 2010

(In Thousand Pesos) On demand <1 year 1to<Byea Total

Accounts payable and accrued expenses B417,882 ,09%®403 B1,403 P1,518,688

Bank loans

Peso loan 239,900 239,900

Interest 11,995 11,995

Long-term debt

Peso loan 480,953 13,667 494,620

Interest 28,817 1,466 30,283

Due to related parties 141,799 141,799
P559,681 P1,861,068 16,536 B2,437,286

Market Risk

Market risk is the risk that the fair value or ftgwcash flows of a financial instrument will fluete because of
changes in the market interest rates (interestrigitg foreign exchange rates (foreign currensk)riand market
prices (equity price risk).

Interest Rate Risk

The Group’s exposure to market rate risk for charnigenterest rates relates primarily to the Grewariable
short-term and long-term obligations. The Grougsely monitors the movements of interest ratesyels as
economic factors affecting the trends of these mmerés. In certain cases, depending on its assassfiiture
movements of interest rates, the Group would preiteate its debt and obtain a new loan facility ethprovides
for either floating or fixed interest rates. Thssintended to minimize its financing costs. Theo also
monitors its exposure to fluctuations in interemtes by using sensitivity analysis to estimate ithpact of
interest rate movements on its interest incomeexipense.

The Group is exposed to receivables and borrowwitis floating interest rates. The long-term readsile from
EEI Retirement Fund, Inc. is earning interest basedank’s internal average lending rate. As at&aber 30,
2011 and December 31, 2010, the outstanding paheimounted to R454.1million and B474.9 milliothwast
floating rate of 5% and 6.75%, respectively.
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The following table sets out the carrying amouwtpiaturity, of the Group’s financial instrumenthat are
exposed to interest rate risk:

Peso floating rate receivables

(In Thousand Pesosk 1 year 1to < 2years 2 to < 3years >3 years tab
2011 - - - R454,149 RP454,149
2010 - - - 474,865 474,865

Peso floating rate borrowings

(In Thousand Pesosk 1 year 1to < 2 years 2 to < 3 years >3 years tab
2011 - - - - -
2010 180,953 4,000 4,000 5,667 194,620

The following table demonstrates the sensitivita teeasonably possible change in interest ratels,ali
variables held constant, of the Group’s profit lpeftax (through the impact on floating rate bornuys).

September 30, 2011
Increase/decrease Effect on profit

(In Thousand Pesos) in basis points before tax
Peso floating rate receivables +100 P4,541
-100 (4,541)

Peso floating rate borrowings - -

December 31, 2010
Increase/decrease Effect on profit

(In Thousand Pesos) in basis points before tax

Peso floating rate receivables +74 P3,514
74 (3,514)

Peso floating rate borrowings +74 (1,440)
-74 1,440

Percentage of increase and decrease is based Gydhp on the forecast of an affiliated bank.

There are no other effects of the interest ratsigeity on the Group’s equity other than thosesalty affecting
the consolidated statements of income.

Foreign Currency Risk

Currency risk is the potential decline in the vatiighe financial instruments due to exchange flatguations.
The Group’s currency arise mainly from cash aneikedles which are denominated in a currency dtiear the
Group’s functional currency or will be denominateduch a currency.

In 2010 and 2009, the Parent Company incurred ra (¢@és) arising from its foreign exchange agredserith
certain financial institutions. The gain (loss)risluded in the “Foreign exchange gain (loss)t* aecount in the
consolidated statements of income. This gain (less offset with the foreign exchange gains (Issseising
from the Group’s foreign exchange receipts (paysjent

The following table demonstrates the sensitivityataeasonably possible change in the US dollar (WSD
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Singaporean dollar (SGD), Japanese yen (YEN) amd E£UR) currency rates, with all variables helshstant,
of the Group’s profit before tax (due to changethmfair value of monetary assets and liabilities)

September 30, 2011

Percentage
increase/decrease in

Effect on profit

(000) foreign currency Before tax
uUsD +0.6% 9,603
SGD +0.9% 550
EUR +2.1% 15
usD -0.6% (9,603)
SGD -0.9% (550)
EUR -2.1% (15)
December 31, 2010
Percentage

increase/decrease in Effect on profit
(000) foreign currency Before tax
uUsD +6.3% P30,156
SGD +2.5% 3,497
EUR +4.7% 1,770
uUsD (30,156)
SGD (3,497)
EUR (1,770)

There are no other effects of the foreign curresegsitivity on the Group’s equity other than thedeady

affecting the consolidated statements of income.

The foreign currency denominated financial assetsfanancial liabilities in original currencies aeduivalents
to the functional and presentation currency ar®lésws:

September 30, 2011

Equivalents in

(000) UsD SGD PHP
Financial assets
Cash and cash equivalents 1,634 252 P80,040
Receivables 20,372 1,384 935,508
22,006 1,636 1,015,549
Financial liabilities
Accounts payable and accrued expenses - -
22,006 1,636 P1,015,549
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To maintain or adjust the capital structure, the Group may adjust the d1v1dend payment to shareholders or issue

new shares. No changes were made in the objectives, policies or processes for September 30,2011 and
December 31, 2010.

The Group monitors capital using a debt to equity ratio, which is total liabilities divided by total equity. Although
some of the Group’s loan agreements with banks provide for a maxxmum debt-to-equity ratio of 5:1, the Group’s
policy is to maintain it at a lower ratio.

(In Thousand Pesos) Sept. 30, 2011 Deg¢. 31,2010

Current liabilities P5,561,083 P4,103,285

Noncurrent liabilities 17,696 44702

Total liabilities (a) 5,578,779 4,147,987

Equity (b) 4,204,078 3,741,280

Debt to Equity Ratio (a/b) ‘ 1.33:1 1.1
Signed:

ebecca R.glgtr{lglgon

/P & Contraller
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