OUR COVER
With its core competencies well in place, EEI Corporation is strongly
positioned to take advantage of opportunities presented by an improving
economy. As the company sees its growth momentum build up, it is further
inspired to deliver projects efficiently, while observing the strictest standards
of safety and quality.
Featured on this year’s cover are some of EEI’s projects, namely: the Petron
Bataan’s Refinery Plant; The Residences at Greenbelt high-rise project; the
United Pulp and Paper Company plant; and the United Laboratories, Inc.
industrial plant. Providing a fitting backdrop is the 30-storey GA Tower 1,
prior to its completion in December 2005.
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Building
Momentum
EEI has a stake in building a strong economy. The
momentum has shifted, the tables are turning towards
recovery and take-off. We are ready to do our part in
the expansion and modernization of Philippine business.

RIZALINO S. NAVARRO
Chairman of the Board

message to shareholders
The economic journey that your Management predicted
a year ago has indeed become true. The challenges,
downturns and reverses have given way to clear resolve
to move forward despite the uncertainties that periodically
come the country’s way like the yearly typhoons.
True to form, political controversies and destabilization
efforts beginning in mid-2005 hounded the national
limelight and caught the nation’s attention. However,
the uncertainties failed to fully derail the momentum built
by the economic recovery and shake the underlying
faith and confidence of the economic players who really
matter. Businessmen, entrepreneurs, property developers
and investors in general remained firm and resolute
in the implementation of their business plans.
The country’s fundamentals were strengthened by the
passage and implementation of the expanded VAT,
budgetary cutbacks by the national government, the
final ruling on the Mining Act and the sustained inflows
of OFW remittances and foreign direct and portfolio
investments into the country.

The country posted GDP growth of below 6% in 2005.
The economic growth would have been more robust
had it not been dampened by the political disturbances,
as well as the escalating oil prices and rising inflation.
The over-all positive prospects were reflected in the
healthy recovery in housing and property development,
stable interest rates, higher corporate profits and the
appreciating Philippine peso.

The Construction Sector
From 8% growth in the first quarter, the sector decelerated
to 4% in the second quarter and slipped to negative
territory in the third quarter before turning around to post
a 7% jump in the fourth quarter. Decreased public
construction affected the sector, particularly in the second
and third quarters due to the overhang in the government’s
fiscal position. Private sector construction likewise
registered a decline but at a lower pace as it took a
breather with the completion of major high-rise residential
and office buildings and commercial mall developments.
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In a positive note, industrial construction has begun to
revive, led by construction projects in mining and new
capacity upgrading projects in light manufacturing,
heavy industry, petroleum and power. Overseas, the
construction market is on an upswing and EEI is poised
to cash in on the strong demand for construction services.

from P807 million to P765 million. Debt-to-equity ratio
was 3.1: 1.0 at the end of 2005. Stockholders’ equity
increased slightly to P1.315 billion as of the end of the
period in review.

Directions
Financial Overview
Your Corporation posted positive financial results as it
took full advantage of the opportunities in the
construction market.
On the back of higher production in 2005, consolidated
revenues totaled P4.17 billion, up from the P2.93 billion
last year.
Production increased 42% to P4.17 billion from yearago levels, contributed mainly by high-rise buildings
(P1.34 billion), infrastructure (P279 million), electromechanical projects (P879 million), industrial construction
(P332 million) and fabrication projects (P376 million).
Consolidated contracts and orders increased 10% to
P3.4 billion compared to P3.1 billion in 2004. Orders
backlog amounted to P3.0 billion as of year-end, of
which P1.6 billion are building and infrastructure contracts.
Gross profit decreased from P418 million to P387
million. Cost efforts yielded significant reduction in fixed
expenses from P372 million to P300 million.
Equity in earnings from affiliates totaled P112 million
principally from our overseas joint venture company and
other associate corporations, down from the P246 million
in 2004. Net interest expense declined from P224
million to P215 million.
With better across-the-board performance, consolidated
net income jumped to P62 million from the P2.87 million
of 2004, or P.067 per share.
Consolidated total assets increased to P5.4 billion from
P4.9 billion at the end of 2004. Receivables increased
from P1.0 billion to P1.4 billion. Inventories decreased
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Our effort to sharpen our business focus, even during
the extended period of slow economic activity, has
steadily but surely enhanced our business systems and
processes and created a more effective organization.
We have maintained our business structure around our
core competencies of electro-mechanical, building, steel
fabrication and horizontal construction. This focus has
resulted in greater mastery of the construction and project
management methodologies inherent in each sector and
a better understanding of these market segments.
The streamlining of our business processes which we
painstakingly undertook during the difficult years has
resulted in our enhanced cost-competitiveness. In whatever
economic environment, EEI that is taking shape will be
a viable, strong and competitive business corporation.
With a more effective organization structure and our
streamlined systems and processes, coupled by better
cost profile, we are positioned to take advantage of the
momentum we established a few years ago and access
the opportunities in the market.

Prospects
The road to economic resurgence has been long, but
it appears to be gaining ground. In particular, the
domestic construction market has started to show greater
vibrancy.
The property development sector continues to be robust,
with several new landmark projects in the Makati, Ortigas
and Fort Boni business districts. Office space demand
has been boosted by call centers and BPOs. Housing,
including high-rise residential condominiums, has benefited

from low and stable prevailing interest rates and rising
demand specially from OFWs.
Infrastructure projects have been constrained and delayed
by financing issues and right-of-way and other problems.
But in the medium term, the mass rail transport systems,
airports and seaports, bridges and roadways earmarked
for construction and upgrading will have to be put up
as the country bids to modernize its infrastructure and
boost investments.
Indications of recovery in the manufacturing and industrial
sector have become evident, as food and beverage
corporations, cement companies and other consumerdependent industrial firms have begun to put on line
capital expansion and upgrading activities.
Upgrading projects by the independent power producers
and new power generation facilities are also anticipated
in the medium-term. Our major role in the power sector
projects in the 1990s will give us a sure footing in this
sector once new construction begins to take off in the
coming years.
Overseas, the sharp increase in oil prices has dramatically
increased the income of oil-producing countries, particularly
in the Middle East, resulting in more and more funds
available not only for expansion of existing petroleum
facilities but also for downstream industries, including
desalination plants, ethylene plants and others. Similarly,
the increase in world metal prices has encouraged more
investments in mining projects overseas.
Ayala Land’s The Residences at Greenbelt Laguna Tower

NAIA Expressway and related road project, Contract Package 2 ramps 1 and 4
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Conclusion
Political unrest and disturbances have once again taken
center stage in early 2006. It is to the credit of the
professional leadership of the Armed Forces that it has
shunned partisanship and maintained its respect for
constitutional and legal processes. The vast majority of
the population has remained sober and calm amid the
agitation and confusion.
In a sense, the nation has grown to expect these
disturbances every year. What is noteworthy is the
unmistakable shift, the turning point in the attitude and
paradigm of the business sector and its sensing of its
role in the country. Private business will move ahead
and will remain the engine of growth in this country,
even with the political distractions.

RIZALINO S. NAVARRO
Chairman of the Board
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Likewise, the majority of law-abiding, peace-loving
and productive members of society have aligned with
the business sector in the genuine quest to diligently
and quietly work for the progress of the country and
the improvement in the welfare of the Filipino.
EEI has a stake in building a strong economy. The
momentum has shifted, the tables are turning towards
recovery and take-off. After many years of re-tooling
and re-engineering ourselves to be a competitive and
efficient industry player, we are ready to do our part
in the expansion and modernization of Philippine
business.

ROBERTO JOSE L. CASTILLO
President and Chief Executive Officer

On-going construction works at St. Francis tower project

REVIEW OF OPERATIONS - PARENT COMPANY
The generally buoyant construction market,
marked by the recovery in the real estate and
high-rise property sector, led to positive
operating results for the Company in 2005.
The Company obtained contracts and orders worth
P3.1 billion last year, up from P2.7 billion in 2004.
It continued to capitalize on the high-rise property
market with the acquisition of the construction contract
for the initial phase of the high-end luxury St. Francis
high-rise condominium project and another construction
package of Ayala Land’s Serendra development in Fort
Bonifacio.

In addition, its industrial construction group composed
of industrial, electro-mechanical and steel fabrication
units attained gains during the year. The Company
acquired various industrial and infrastructure projects
from Hazama, Intel Phil., SMC Magnolia, San Miguel
Yamamura, Sankyu-Pilkao, Unilab, Greenfield
Development, Kuok Properties/St. Francis Property,
among others.
The significant addition in its industrial orders book
validates the trend that manufacturing and other industrial
companies are beginning to undertake expansion and
modernization programs after many years of capacity
overhang.
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Major contracts completed and turned over to the project
principals during the year included the One-Legaspi Tower, the
Globe Asiatique GA Tower, the Bangko Sentral ng Pilipinas
building project and the Pandacan Science High School
building.
The Company is also currently engaged in various construction
packages in the following major projects:

Greenfield Development’s main clubhouse, spa and
sports building

• Ayala Land Inc. - The Residences at Greenbelt
(Laguna tower) and Serendra Phase 1 and 2 at Fort
Bonifacio
• Fairways Tower
• Kawasaki Plant Const. Inc., 210 MW Mindanao
Coal fired power plant
• P.N.O.C. Piping, Civil and Structural Works for the
FCRS NNGP
• Taisei Shimizu JV – New Iloilo Airport runway project
• Sankyu Const. Phils. mechanical works for Pilipinas
Kao plant expansion

Boiler erection and electro-mechanical works for
United Pulp and Paper

Ayala Land’s Serendra project phases 1 and 2
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Bangko Sentral ng Pilipinas building project

New Iloilo airport development project

The Company posted significant income from overseas
operations, contributed notably by its projects in Africa
and our Saudi Arabian joint venture company’s projects
in the Kingdom.
Production jumped 50% from P2.41 billion in 2004
to P3.61 billion during the year. Project orders backlog
totaled P2.90 billion as of December 2005, by
coincidence the same as the previous year.
The Company gained strides from its cost-management
program. Fixed expenses were significantly reduced
from P233 million in 2004 to P174 million in 2005.
The drive to improve construction and project management processes likewise yielded dividends with the
realization of savings from project expenses, thus
increasing project gross margin particularly in industrial,
electro-mechanical and shop fabrication projects.
The Company should have booked higher positive
earnings; however, the income was pulled down by
the implementation of loss provisions arising from the
new International Accounting Standards (IAS) Rule 32
and 39 for the year in review.

Non-recurring gains of P 39 million were likewise
booked on the sale of all its equity in C & E Corporation,
an affiliate where the Company has minority stake.
EEI has aggressively positioned itself in construction
projects in the infrastructure, high-rise property, oil and
petrochemical, cement, mining, industrial and manufacturing sectors. There are projects identified for
participation in biddings for new and expansion plants
of food and beverage manufacturers.
The Company is also eyeing industrial projects in the
power, chemical and mining sectors in 2006. Again,
major high-rise and commercial property development
projects are in the pipeline, particularly Greenfield
Development IT Center, the GA Tower 2 and Serendra
Phase 3 Project and infrastructure works for Subic Clark
Tarlac expressway project of BCDA.
Overseas, EEI expects to receive more orders from
projects in Africa, New Caledonia, and Saudi Arabia.
The Company is positioned to take advantage of the
opportunities across the broad sectors of the construction
industry in light of its construction capability and its
well-deserved reputation in delivering on-time, costeffective and quality construction work.
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Equipment Engineers, Inc.
The favorable investment climate -- punctuated by higher
foreign direct investments during the year -- advanced
the performance of Equipment Engineers, Inc. (EE),
EEI’s equipment and supplies subsidiary.
Revenues grew 13% from P 119 million to P135 million
on the back of robust and higher-than-expected orders
and production. After years of stagnant growth in the
capital and industrial equipment market, sales improved
with the influx of new investments, particularly in the
mining, petroleum, property and power sectors. EE’s
world-class branded equipment from its stable of
principals in the said sectors drove the growth in sales
turnover.

contracting. This is to enhance not only operational
focus but also cost efficiencies.
EE’s principals provide building management systems,
water-proofing system, construction machinery, fire
protection equipment, instrumentation and other industrial
machinery and supplies.
In 2006, EE aims to capitalize on its superior products
and systems and its specialty trade capability in Building
Management System, Waterproofing, Fire Protection
and Telecommunications. The revival in property
development has led to higher construction activities
and investments, opening opportunities to drive EE’s
revenue growth in the coming year.

Gross contribution increased to P53 million. Cost
control measures helped to reduce fixed expenses and
improve gross contribution.
During the year, EE reorganized the three business
units into two marketing units in accordance with EE’s
business focus of trading and specialized systems

Some of Equipment Engineers’ major
product lines (Cetco waterproofing,
Abus overhead travelling crane and
Kidde fire extinguishers)
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Construction of Unilab’s manufacturing plant

EEI Power Corporation
EEI Power continued to grow its business in 2005 in
light of the increasing trend in the manufacturing and
industrial sector toward outsourcing non-core business
activities such as power generation and management
to specialist service providers.
The company forged agreements with Tantuco
Enterprises, Inc., Nestle Philippines and Mariwasa
Siam Ceramics for the operation and management
(O&M) of their respective power generation facilities.
In particular, the short-term agreement with Nestle for
the operation and management of its 12.5 MW
power plant in Cabuyao, Laguna was extended to a
year contract.
The Build-Operate-Lease-Transfer (BOLT) agreement with
Creative Diecast Phil. Corp. (CDPC) likewise contributed
to healthy revenues. Boosted by the O & M contracts,
revenues increased 10% to P52.6 million from P47.8
million last year. The Department of Energy granted to
EEI Power an endorsement certification for the
management of the CDPC power facility in compliance
with the EPIRA Act.
However, gross contribution was eroded by changes
in the contract terms with Mariwasa Siam Ceramics
and by the high cost of engine parts used for repairs
and service. Net income, as a result, declined to
P 2.6 million from the P 4.1 million in 2004.

EEI Power faces excellent
prospects in the near to
medium term. It has
submitted proposals
for BOLT projects with
Philips Semiconductors,
Samsung Phil., Toshiba
Equipment and Sanyo
Semiconductors for the
construction and
management of their
respective power
generating plants.

Ongoing O&M works at EEI Power projects

Furthermore, it has entered into an alliance with Asiagen
Power (an independent power producer) for EEI Power
to provide O & M service to various potential clients.
The thrust is to expand these partnerships with other
Engineering/Procurement/Construction contractors in
the power sector to further build its business base in
the O & M market.
The Philippine Energy Development Plan (2004-2013)
projects growth rate of 5% annually, reflecting great
potential for power generation business despite the
economic difficulty and political instability. Hence,
this represents business opportunity that EEI Power will
certainly take advantage of in the future.
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San Miguel Yamamura glass manufacturing plant’s 2nd furnace project

EEI Construction and Marine, Inc.
EEI Construction & Marine Inc. (ECMI) continued to be
affected by tempered investment spending by the country’s
oil and petroleum players. Revenues totaled P89 million,
a decline compared to P100 million posted in 2004.

• PSPC - Construction of two 12.5-MB VCR tanks
at Bacolod Depot and two 500 KL VCR tanks
in Aklan.

However, the company registered improvement in its net
income of P9.4 million on the back of better project efficiencies
and cost reduction efforts throughout the year. With rigid
project planning and cost monitoring implemented, ECMI
improved its operations and increased productivity significantly.

• PETRON - Construction of 15-MB VCR Tank at
Bawing and Mandaue Depot, Relocation of 5MB and 15-MB VCR Tank and dismantling of
15-MB VCR Tank at Mandaue Depot

Orders for the fabrication of underground tanks, which for
the past 15 years has been ECMI’s major product line,
declined during the year. The downturn was partially offset
by the participation of the company in the depot upgrading
projects of the three major oil companies. It undertook the
following projects during the year:
• Fabrication of 144 units overhead and
underground tanks of various capacity of Petron
Corporation, Total Petroleum, Eastern Petroleum,
Filoil and Oliver Enterprises.
EEI 2005 ANNUAL REPORT
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• CALTEX - Repair of 10-MB VCR tank at Amlan
Depot and 25-MB VCR tank at Lapu-Lapu
(Cebu) Depot
ECMI looks forward to a better performance in 2006 because
of the expected improvement in the general economy and
higher consumer spending on petroleum products due to the
double-digit growth in vehicle sales. Opportunities are likewise
open in the mining industry which has begun to show life
with the upholding of the legality of the Mining Act.

EEI Realty Corporation
EEI Realty Corporation took advantage of the recovery
in the real estate market to post 112% growth in
revenues from P35.9 million to P76.1 million in 2005.
Strong sales from its flagship Suburbia East project
amounting to P77.7 million were booked during the
year, which resulted in a significant jump in operating
income to P19.5 million before interest and taxes.
However, interest charges amounting to P29.9 million
to service debt used to finance site development pulled
down its profitability.
Nevertheless, with higher sales take-up from Suburbia
East, the company managed to minimize its after tax
loss from P40.0 million to P7.9 million. Out of 382
units in Phase 1 & 2, a total of 241units, with a
cumulative value of P309 million had already been
taken up.
By year-end 2005, there were already more than 50
families residing in Suburbia East.

In contrast,
collaboration in
the AyalaGreenfield
Estates project is
being pursued
because of the
excellent location
of this property
venture and high
expectations of brisk
sales in the future.
With the revival of
the real estate market
and renewed market
interest in Suburbia
East, particularly from foreign-based professionals,
sell-out of Phase 1 and 2 is expected by 2007.

Site development in Phase 2 was implemented in
2005, with 40% completion by the end of the year.
This Phase will be completely developed by the 3rd
quarter of 2006.

Responding to the market trend, Suburbia East’s Phase
3 has been re-designed to offer single detached/
attached units and townhouses in lieu of the mediumrise residential condominiums as originally provided in
the Master Plan. A total of over 280 single detached/
attached and townhouse units is scheduled to be in
the sales pipeline by 2007.

Meanwhile, the company reduced its joint venture
participation with Robinsons Homes, Inc. for the
Grosvenor Place project to 12.9 hectares within
Phase 1. This allowed it to free the remaining 59
hectares in its Tanza, Cavite property for immediate
sale or co-venture with other parties.

Financial prospects, therefore, in the short to mediumterm are positive. The company expects to turn-around
by 2007 as more focused and aggressive selling and
broader distribution network move the new units from
Suburbia East, Ayala-Greenfield and the Calamba
property in the coming years.

Suburbia East main entrance and clubhouse
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EEI PROJECTS (above): KAMANAVA flood control project; (top right) Subic-Clark-Tarlac expressway project contract package 2;
(right) LRT I capex project - rehabilitation of 3 stations (EDSA, Doroteo Jose and Monumento)

Gulf Asia International
Corporation (GAIC)
GAIC – the Company’s professional outsourced services
and manpower subsidiary – maintained its steady
positive growth for the past several years.
Consolidated net earnings grew 12% from P10.9
million to P12.2 million in 2005.
New accounts were acquired for projects in Dubai,
Abu Dhabi, Cuba, Indonesia and Qatar. This was
complemented by the deployment of manpower for
internal personnel requirements of the Group and EEI’s
overseas projects in the Middle East, Equatorial Guinea,
and Ghana, Africa.
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The positive performance was in spite of the continued
reduction of manpower in the MAN Libya project, a
major revenue earner for more than 20 years now and
the low manpower deployment in some traditional
accounts.
GAIC Manpower Services, Inc. (GAMSI) – a domestic
manpower supply subsidiary – has become the largest
contributor to GAIC Group’s consolidated revenues
and earnings. Revenues increased 16% from P83
million to P96 million. GAMSI achieved a 20% growth
in net income from P4.5 million last year to P5.4 million
this year.

GAIC Professional Services, Inc. (GAPSI) –GAIC’s
100% owned subsidiary providing business process
outsourced services for finance and accounting,
payrolling, money sorting, collection and other similar
services -- likewise exceeded expectations. Revenues
increased from P29 million to P36 million, while net
income rose 100% from P2.0 million in 2004 to P4.0
million this year.
GAIC’s prospects remain bright in 2006. Its newly
acquired contract in Alberta, Canada and traditional
accounts are expected to contribute to revenue and
earnings in 2006.
It is also aggressively looking into prospects in the
British West Indies, Qatar, United Arab Emirates and

other emerging markets like Australia, New Zealand
and Africa. Meanwhile, expectations are high for
increased deployment of workers for EEI overseas
projects in the Middle East, Africa and New Caledonia
during the year.
GAMSI, in turn, anticipates another profitable year in
2006 as it continues to explore other related business
opportunities, which aim to augment and round off its
existing services to include general cleaning, pest
control and other services.
GAPSI, likewise, aims to provide more personnel to
companies desiring to avail of the service contracting
and outsourcing services to the banking and accounting
sectors.
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Guano Avenue, Mandaue Reclamation Area
Mandaue City, Cebu
Telephone Nos: (032) 233-2127
Facsimile Nos: (032) 233-2125
E-mail Address: eei@skynet.net
CONSTRUCTION FABRICATION SHOP
Barangay Sta. Maria, Bauan, Batangas
Telephone Nos: (043) 727-0601 To 04 / 727-1271
Facsimile Nos: (043) 727-1271
E-mail Address: eeicenter@eei.com.ph
MAILING ADDRESSES
P.O. Box 287 ACPO
Cubao Quezon City, Philippines
P.O. Box 7160 Domestic Airport Post Office
3120 Pasay City, Philippines
WEBSITE ADDRESS
E-mail Address: http://www.eei.com.ph

BANKERS
Bank of the Philippine Islands
BPI Family Savings Bank
China Banking Corporation
Chinatrust (Phils.) Commercial Bank
Development Bank of the Philippines
Equitable PCI Bank
Hongkong & Shanghai Banking Corporation
Insular Savings Bank
International Exchange Bank
KBC Bank N.V
Land Bank of the Philippines
Metropolitan Bank & Trust Company
National Bank of Kuwait, KSC
Philippine National Bank
Rizal Commercial Banking Corp.
UFJ Bank Limited – Singapore
UFJ Bank Limited – Hongkong
UFJ Bank Limited – Philippines
Union Bank of the Philippines
United Coconut Planters Bank
TRUSTEES
Bank of the Philippine Islands
Rizal Commercial Banking Corporation
AUDITORS
Sycip Gorres Velayo & Co.
Certified Public Accountants
LEGAL COUNSEL
Poblador, Bautista and Reyes
STOCK LISTING
Philippine Stock Exchange, Inc.
TRANSFER AGENT
Rizal Commercial Banking Corp.

